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Abstract. The article deals with the profound chang-
es (reducing various forms of security) that modern
European labour markets are experiencing due to
changes in dominant paradigms in the current period
and to processes such as globalisation and flexibilisa-
tion. After analysing Eurostat’s labour market and
social security indicators, we could confirm that there
are different flexibilisation ‘models’ in the EU since EU
countries are using different forms of flexible employ-
ment as the primary source of flexibilisation. We also
Jound that the selection’ of a particular form of flexible
employment is strongly correlated, among other factors,
with the level of wealth accumulated in a particular
society and that the different forms of flexible employ-
ment produce different levels of risk of poverty.
Keywords: European labour market(s), flexibilisation,
security, risk of poverty

Introduction

Modern labour market(s) can be defined as the “central institution in
modern society” (Jensen, 1989: 406) in which through its own mecha-
nisms processes are underway concerning the formation, interactions and
regulation of two quite abstract categories - the supply and demand of
labour. It is only through individuals acting as carriers of these two func-
tions (supply and demand of labour) and the holders of different cultural
and social patterns, patterns of behaviour (action and reaction, tactics and
strategies) that the labour market acquires its final form and importance in
society. The labour market’s importance is determined by both individuals
and society as a whole. First, by individuals, because in one way or another
they appear in the market and are more or less dependent on activity -
work, which should be the most valued in the labour market and in soci-
ety. Second, the labour market’s importance is determined by society as a
whole. With the help of economic and social criteria, society determines
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the price of work, sanctions and limits it in the form of socially recognised
work.

As the central institution of modern society, the labour market has a large
impact (which increases in periods when jobs or any kind of work possibili-
ties are scarce) on the formation of certain social structures, the prosperity
of modern societies and the position of the individual in society, their secu-
rity or chance of survival and the choice of a particular lifestyle or habitus,
by providing them with their primary source of income. With increasing
flows and dynamics within the modern labour market, chiefly due to the
processes of globalisation and flexibilisation, the individual’s position in the
labour market and in society is ever more diversified and, in the case of
those involved in some flexible forms of employment even more depend-
ent on the redistributive measures put in place by the welfare system of
society!. As such, the labour market is a significant factor in social reproduc-
tion and the (re)production of social stratification.

The story of the labour market is thus also a story of an attempt to rec-
oncile two fundamental principles of modern developed societies: (eco-
nomic) efficiency and (social) security. The problem of modern societies
is how to ensure the simultaneous fulfilment of both. Recurring problems
of high unemployment and a desire for strong economic growth have put a
great deal of pressure on European societies and labour markets in the past
30 years, making them shifting the balance between the two principles in
favour of economic efficiency. One generally accepted strategy for pursu-
ing efficiency in the past 30 years has been flexibilisation of the labour mar-
ket. However, there are considerable differences in the extent, scope and
direction of the actual flexibilisation of different models of welfare states?.

In this article, we argue that this shift holds a much deeper meaning
for modern societies and the labour market than simply an adaptation in
response to the current financial and economic crisis. It represents the grad-
ual yet fundamentally important redistribution of risks related to economic
activity in modern societies. As employers are encouraged to take even
greater risks in performing economic activity, the price of this risk would be
redistributed (mostly unevenly) between social groups in society. Since the
burden of this risk largely takes the form of rising social insecurity (reduc-
ing different forms of security, see footnote 3) and consequently increasing
risk of falling into poverty. Since both consequences (increasing social inse-
curity and at-risk-of-poverty) are related to the growing shares of various
flexible forms of employment, European model(s) of the welfare state are

I It could be said that the labour market is the framework in which the relationship between social
and economic policies are most clearly defined (Rus, 1990: 352).
2 For more on welfare state models, see Esping-Andersen (1990) and Sapir (2005).
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taking on the task of compensating the risks by redistributing the accumu-
lated wealth, thereby increasing social security (mostly by providing income
security) for those parts of the workforce dealing with flexible employment
and unemployment. It seems that the current financial and economic crisis
has reopened questions about the structure and effectiveness of Europe’s
labour markets, the need for their further flexibilisation, the consequences
flexibilisation brings to different forms of security? especially for those
involved in flexible forms of employment and the unemployed and about
levels of compensation and the redistribution of wealth.

Individual countries or regions have reacted differently to these pres-
sures. The response has largely been in line with the concept of an individual
welfare state, which is dictated by the dominant cultural model, economic
situation and is in accordance with the objectives and long-term strategy
developed within these concepts and models. Put differently, “there are in
reality different European social models, with different features and differ-
ent performance in terms of efficiency and equity” (Sapir, 2005: 1).

Following the arguments presented above, in this article we attempt to
analyse the following hypotheses:

1. There are different ‘models’ of flexibilisation in the EU since EU coun-
tries are using various forms of flexible employment as the primary
source of flexibilisation.

2. The ‘selection’ of a particular form of flexible employment is strongly
correlated, among other factors, with the level of wealth accumulated in
a particular society (measured by GDP per capita).

3. Different forms of flexible employment produce various levels of risk
related to entering into poverty (measured by the in-work at-risk-of-pov-
erty rate).

In order to test these hypotheses, we will analyse Eurostat’'s data for EU
countries on the labour market structure, the shares of flexible forms of
employment (part-time, temporary and self-employment), and on different
indicators of the risk of poverty and the redistribution of wealth.

Changes in flexibility - a security balance in European labour
markets

After a period (1945 - mid-1970s)* of seeking a social consensus and the
extension of labour rights and entitlements (Standing, 1997), in the 1980s

3 Standing (1997; 2011) distinguishes between seven different forms of security appearing in the
labour market: labour market security, employment security, job security, work security, skill reproduction
security, income security and representation security.

4 When it seemed that the principle of efficiency may also contribute to ensuring the principles of
social security and that there should not always be a trade-off between them.
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the rising unemployment, inflationary pressures and problems of sustain-
ing the growing welfare state shifted the pendulum of the flexibility-security
balance towards the flexibility side. As Sapir (2005) suggests, all the labour
market and social policies that were established in a relatively stable and
predictable environment (and based on a male breadwinner as the unit of
production and source of security for the whole household) have increas-
ingly become dysfunctional in the more variable economic environment in
the late 20" and early 21% century. Further, according to Standing (2011)
informal mechanisms of community help which supported individuals and
families in the past are also losing their strength. Several authors (Standing,
1997; Gray, 2005; Heyes, 2011; Cook, 2008; Burroni and Keune, 2011) have
pointed to this shift towards the neo-liberal policies of the 1990s on “com-
mitting the EU to a supply-side, workfarist® approach to unemployment and
to flexibilisation (read ‘de-regulation’) of the labour market” (Gray, 2005:
3) despite the simultaneous efforts, at least in many documents (the Social
Europe project, the Amsterdam and Maastricht treaties, the Lisbon Strategy),
to pursue targets such as job quality, social inclusion and the ‘make work
pay’ principle.

The continuous flexibilisation of the EU labour market which is also vis-
ible in the first decade of the 21% century means increasing the shares of
those working in flexible forms of employment in the total labour force.
As Chart 1 shows, the share of part-time employment (performed predomi-
nantly by women - in the second quarter of 2012, 32.1% of women and
8.5% of men worked part-time, respectively) rose the most in the 2000-2012
period, while the share of temporary employment reached the share of self-
employment.

Flexibilisation of the labour market was seen as a strategy which would
bring more jobs and increase both employment rates and economic growth.
On the other side, the principle of full employment was abandoned in many
EU countries and “securities that had been regarded as the primary objec-
tives of economic and social policy in the previous era became regarded as
obstacles and rigidities to be overcome, in the name of economic growth”
(Standing, 1997: 14). Further, as Cook (2008: 43) suggests, “the diagnosis of
the cause of unemployment shifted from recognition of inadequate demand
to the proposition that unemployment was rooted in supply deficiencies. In
particular, the unemployed were viewed as lacking the necessary skills and
abilities to obtain employment, or were labelled welfare dependent and
unwilling to work”.

5 ‘Workfarism’ or the ‘work first’ principle is a set of “benefit rules and employment service practices
which are designed to lower jobseekers’ aspirations and wage expectations” (Gray, 2005: 2) in order to
get jobseekers as soon as possible back into the active part of the labour market, and to avoid their ‘state
dependency’.
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Chart 1: TRENDS IN THE THREE MOST WIDESPREAD FLEXIBLE® FORMS OF
EMPLOYMENT IN THE EU, 2000-2012
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Such a diagnosis also demanded a new treatment - the proportion of
longer vocational courses declined in favour of shorter and cheaper courses
focussing on job search and employability skills, thus promoting the ‘work
first’ (instead of ‘train first’) approach as a prescribed cure. Yet this cure also
had a negative side-effect - an increasing proportion of jobseekers in low
quality jobs with a high probability of entering into a vicious circle of quickly
returning to the employment office and/or finding another low quality job,
thereby also producing a multi-tiered or segmented labour market.

Moreover, while painting a similar picture as Cook above, Standing
(2011) highlights another change with an important influence on the social
security of unemployed persons. While built on the principle of social
insurance (based on a person’s previous contributions during their work-
ing period) unemployment benefits are nowadays available to a decreasing
share of the unemployed. Due to the shorter spells of employment (mostly
in low paid flexible jobs), along with the related more frequent spells of
unemployment (‘unemployment trap’) and tighter entitlement conditions
for receiving unemployment benefits’, ever more unemployed are finding
themselves in poverty.

© Shares of part-time employment and self-employment are calculated as percentages of total employ-
ment, while the share of temporary employment is calculated as a percentage of the total number of
employees.

7 Calmfors (2007: 3) maintains that there is overwhelming empirical evidence that higher unemploy-
ment benefits (passive labour market policies) tend to raise unemployment by reducing the search inten-
sity of the unemployed and the taking up of job offers. On the other hand, activation policies (active labour

TEORWA IN PRAKSA let. 49, 6/2012

905



906

Miroljub IGNJATOVIC

All of the abovementioned consequences of the increased flexibilisation
and changes in the redistribution of risks have enhanced the need to intro-
duce a new concept which would preserve the ‘European social model’ and
offer greater security to those at risk.

Flexicurity as a European solution for the flexibility-security balance in
European labour markets

Europe of the first decade of the 21% century has seen some new
attempts to implement a more balanced application of flexibilisation and
security through the flexicurity® concept, which had proved successful in
the Dutch and Danish cases at the end of the 1990s. In both cases, espe-
cially the Danish, the high risks of job insecurity were compensated with
generous income security and active labour market policies which greatly
contributed to the feeling of higher employment security. The Danish and
Dutch examples both proved it is possible to avoid a trade-off between flex-
ibility and security by using labour market policies that are coherent with
cultural, institutional and labour market frameworks that promote high lev-
els of social protection in society.

In contrast, the current financial and economic crisis has turned the
tables on the promotion and development of strong flexicurity concepts in
EU countries. Standing determined 15 years ago that “the state apparatus is
facing budgetary cutbacks in the name of fiscal discipline, which makes it
hard to provide adequate social transfers to placate the poor and even hard
to police the poor efficiently” (Standing, 1997: 28), and the same conclusion
could apply to the majority of EU countries today.

Moreover, Heyes (2011: 653) suggests that during the current crisis “there
is evidence of convergence in respect of labour market and social protec-
tion policies, but the dominant tendency is towards ‘less security’ rather than
‘flexicurity’. To varying extents, EU member states have weakened employ-
ment protections, reduced benefit entitlements and linked those entitle-
ments ever more closely to workers’ preparedness to participate in ALMPs
or accept a job, regardless of its quality”. But while old social security sys-
tems, largely based on job security (its stability) with unemployment insur-
ance depending upon that, are beginning to show weaknesses in providing
decent social security to those faced with flexible forms of employment and

market policies) mainly seem to have had ex ante threat effects, shortening the unemployment duration by
changing the behaviour of the unemployed prior to programme participation.

8 Flexicurity is a »policy strategy that attempts, synchronically and in a deliberate way, to enhance the
Sexibility 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« (Wilthagen and Tros, 2004: 169).
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to unemployed persons, the need is increasing to introduce a new social
security system that would ensure security for individuals based on their
actual labour market activity and their employability?. In addition, this same
subsystem should also act as a safety net or ‘trampoline’ for those finding
themselves in flexible employment and especially for those who are also
excluded from this group (such as the unemployed or inactive).

As mentioned, the flexicurity concept was introduced by the Dutch and
Danish welfare states in the late 1990s to compensate for the decreasing
job security (fewer permanent jobs and easier dismissals) by improving
employment opportunities and social security benefits in the labour market.

Later, mostly in the second half of the 2000s, it was adopted by the
European Commission as part of the European Employment Strategy and
from 2007 promoted as eight common principles of flexicurity (Council of
the European Union, 2007) which suggest that member states introduce a
deliberate combination of flexible and reliable contractual arrangements,
comprehensive lifelong learning strategies, effective active labour market
policies, and modern, adequate and sustainable social protection systems
tailored to the specific circumstances of each member state.

Introduction of the flexicurity concept on the EU level seemed to be a
specific European response to the challenges posed by the tougher global
competition and the demand to increase the labour market’s flexibility. In
contrast to the classical neo-liberal approach, the flexicurity approach rec-
ognises the fact that in many cases increased flexibilisation reduces the
employment and income security of workers engaged in flexible forms of
employment. Consequently, it offered policies that should address the issue
of reduced (especially) employment and income security in accordance
with the specific circumstances of a particular country. Thus, the flexicurity
concept was accepted by many as the winning strategy which should solve
the trade-off problem.

Critiques of the flexicurity concept
The flexicurity concept has also attracted many, more or less justified cri-

tiques. Some authors have questioned its transferability'® to different wel-
fare models outside the two countries (Denmark and the Netherlands) that

9 “Security for an individual, it is suggested (Bridges, 1995; Kanter, 1989; Mirvis and Hall, 1994), will
be anchored not in a particular organisation but in their own portable skills and employability. People are
encouraged to weaken their ties with organisations” (Mallon, 1998: 363).

10 Schmid (2009a: 39), for example, claims that: “As successful employment systems demonstrate, flexi-
curity has to be embedded in sound macro-economic and macro social policy. Without sustainable job
creation dynamics, all employability and stepping-stone strategies are in danger of ending in a cul-de-sac
or in displacing other categories of workers’.
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successfully implemented it and criticised the vagueness!'! of the flexicurity
definition, which “has become a ‘catch all’ concept that can easily accommo-
date a variety of (sometimes contradictory) policies. It includes the whole
menu of both active and passive labour market policies, training and educa-
tion and social protection, as well as labour law and collective bargaining.
With the principle of ‘no one size fits all’, meaning that each of the 27 mem-
ber states can have its own version, no systematic approach towards flexi-
curity is possible” (Auer, 2010: 374). Further, when questioning the transfer-
ability of the flexicurity concept Schmid (2009: 1) mentions the “illusion of
flexicurity as a guiding principle for all countries”, while Calmfors (2007)
thinks that the concept too easily promotes a ‘win-win’ position, and under-
estimates important trade-offs like between generous social protection and
the unemployment trap.

Similarly, in their critical assessment Burroni and Keune (2011) focus on
four aspects of the flexicurity concept: its conceptual ambiguity from which
stem different views on how to translate this abstract concept into policy;
its failure to problematise the assumption that there can be a positive-sum
game between regulations increasing flexibility and those reinforcing secu-
rity; its lack of attention to conflicts of interest (especially between capital
and labour) and to the heterogeneity of the European labour market; and
its reductionist view of the sources of flexibility and security in the labour
market on the EU and national levels assuming that there is high degree of
homogeneity. Regarding the latest point, Burroni and Keune list numerous
internal'? and external'? factors on the national level that have an important
influence on the ability to implement the flexicurity concept on the national
level.

In his analysis, Tangian (2010a: 6) suggests that “high labour flexibil-
ity shows no macroeconomic advantages under crisis conditions. When a
crisis occurs, both economic losses in firms and labour adjustments occur
on a massive scale, aggravating both the economic and the social situation
(increase in the output gap and in unemployment). The burden on public
finance (size of bailout packages and aid to the unemployed) further aggra-
vates the situation. One possible explanation is that in ‘good times’ the avail-
ability of an external flexibility option encourages employers to take higher
risks, since potential losses can be recovered through unproblematic labour
adjustments in the event of a crisis.

11 For example, Calmfors (2007: 2) suggests that “there seems to be a tendency for everyone to have
their own definition of flexicurity and then to subsume everything they like under that label”.

12 Important types of regulation like collective agreements, company policies or informal rules, roles
played by families and other actors, macroeconomic policies and more.

13 International competitiveness, global and regional economic situation, functioning of financial
markelts, ...
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Low flexibility, on the other hand, restricts labour adjustments and
thereby constrains risky economic behaviour. As a result, firms (a) operate
in a more secure and stable way, (b) carry out fewer labour adjustments,
which is positive for employment and, accordingly, (¢) burden the state
with less additional social expenditure for supporting the unemployed. In
other words, flexibility is disadvantageous in times of crisis”.

While Tangian rightly determines that the flexicurity concept means a bur-
den on public finances, it should be reiterated that this burden is a conse-
quence of the actual redistribution of risks and the related compensation in
the form of the redistribution of wealth through the social security system.
But such a scenario and the whole flexicurity concept are endangered by the
current austerity measures and attempts to reduce public debt in many EU
countries. Thus, it is not surprising that Heyes (in O’Reilly, 2011) suggests
there has been no widespread move towards flexicurity among EU countries.

As Burroni and Keune (2011) emphasise the importance of approach-
ing national examples as heterogeneous cases which contain significant
within-country differences, we will continue with an empirical analysis of
differences regarding flexibilisation and its influence on security and risk of
poverty among EU countries.

Empirical analysis

As presented in the introduction, in order to test the presented hypothe-
ses we will analyse Eurostat’s data for EU countries (for 2010) on the labour
market structure (the selected variables are: employment rate; unemploy-
ment rate; and long-term unemployment rate), shares of flexible forms of
employment (the selected variables are: share of part-time employment in
total employment, share of temporary employment in the total number of
employees; and share of self-employment in total employment), and differ-
ent risk-of-poverty indicators (the selected variables are: at-risk-of-poverty
rate before transfers; at-risk-of poverty rate after transfers; and in-work at-
risk-of poverty rate) and the redistribution of wealth (the selected variables
are: share of GDP for labour market policies (LMP); share of GDP for active
labour market policies (ALMP); share of GDP for passive labour market poli-
cies (PLMP); and GDP per capita).

At the beginning, we performed a simple cluster analysis by including
in the analysis only three variables related to flexible employment (shares
of part-time employment, temporary and self-employment) in total employ-
ment in a particular EU country. After using Ward’s minimum variance
method as a criterion in a hierarchical cluster analysis, we obtained four
clusters of countries (see Chart 2) with distinctive differences concerning
the use of the abovementioned flexible forms of employment.

TEORWA IN PRAKSA let. 49, 6/2012

909



910

Miroljub IGNJATOVIC

Chart 2: DENDROGRAM OF CLUSTERED EU COUNTRIES BY FLEXIBLE FORMS
OF EMPLOYMENT, LFS 2010
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Thus, the first cluster (Germany, Sweden, Denmark, Luxembourg, Bel-
gium, Austria, United Kingdom, Ireland, Netherlands), which generally rep-
resents more developed countries from Northern and Continental Europe,
shows a particularly high share of persons in employment employed part-
time (27.1%), whereas temporary employment and self-employment are
underrepresented compared to the EU-27 average (see Chart 3).

The second cluster, mostly including Central and Eastern European
countries (Estonia, Lithuania, Latvia, Bulgaria, Hungary, Czech Republic, Slo-
vakia, Malta), reveals an overall underutilisation of flexible forms of employ-
ment, with only self-employment (12.2%) coming close to the EU-27 aver-
age (14.4%).

In contrast, the third cluster (Italy, Greece and Romania) represents
countries with a high share of self-employed (25.4%) among persons in
employment and low shares of part-time and temporary employment.

Finally, the fourth cluster, which is the most geographically dispersed
and represents countries from the Mediterranean region as well as Central
and Northern Europe (Spain, Poland, Portugal, Slovenia, Finland, France
and Cyprus), chiefly uses temporary employment (19.9%), with shares of
self-employed (15.5 %) also above the EU-27 average.

It could be argued that different social, cultural, political and institutional
settings also influence a country’s and cluster’s labour market structure and
the utilisation of particular forms of flexible employment. Nevertheless,
since we will be unable to analyse all those factors in this short analysis, we
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will focus on one factor that is available and seems closely related to the par-
ticular cluster patterns of labour market flexibilisation'4. This factor is the
wealth of a country/cluster expressed through the variable GDP per capita.

Chart 3: CLUSTERS OF EU COUNTRIES BY FLEXIBLE FORMS OF EMPLOYMENT,

LES 2010
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As Chart 3 shows, it seems that the ‘choice’ of a particular flexible employ-
ment form is closely related to the level of GDP per capita in a given cluster.
Thus, it seems that the predominance of parttime employment in the first
cluster is ‘enabled’ by the high level of development and high accumulation of
wealth!® in those countries. On the other end of the scale, the low overall flex-
ibility in the second cluster is accompanied by low GDP per capita. Between
those two extremes lie two other clusters with predominant self-employment
(with GDP per capita at 17,200'°) and temporary employment (with GDP per
capita at 21,371). We were initially tempted to conclude that there is indeed a
significant influence of a country’s/cluster’s level of development on the pre-
dominance of a particular flexible form of employment as presented in Chart 4.

14 As Schmid (2009) suggests, the similar pattern of flexibility clusters strongly correlates with eco-
nomic prosperity in terms of GDP per capita.

15 In this cluster, Luxembourg represents an outlier with GDP per capita of 79,500. The next closest
country is Denmark with 42,500. Regardless of that, we chose to leave Luxembourg in the cluster since,
even without it, the average GDP per capita in this cluster was around 35,000 - thus there was no particu-
lar difference.

16 With Romania as a negative outlier in the cluster (GDP per capita of 5,800).
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Chart 4: RELATIONSHIP BETWEEN THE PREDOMINANCE OF A PARTICULAR
FLEXIBLE FORM OF EMPLOYMENT AND GDP PER CAPITA IN THE EU
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However, after performing a bivariate correlation analysis (see the
Appendix) between the different forms of flexible employment and GDP
per capita, we could only partially confirm that presumption. This is partly
because there was only a statistically significant strong positive correlation
(.589 at p<0.001) between part-time employment and GDP per capita. The

912 correlation between self-employment and GDP per capita also pointed to
the same presumption - a moderate negative correlation (-.302) (mean-
ing lower shares of self-employment in countries with higher GDP per
capita and vice versa), but it was not statistically significant. The correlation
between temporary employment and GDP per capita was almost non-exist-
ent (.076).

Chart 5: RELATIONSHIP BETWEEN GDP PER CAPITA AND THE SHARE OF GDP
ALLOCATED TO LABOUR MARKET POLICIES, EU, 2010
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In the case of the labour market, the impact of wealth is visible through
the share of GDP allocated to (passive and active) labour market policies.
As Chart 5 shows, there is a positive moderate statistically significant cor-
relation (.455 at p<0.017) between GDP per capita and the share of GDP
allocated to labour market policies.

It should be pointed out that there is a significant difference in the direc-
tion of such allocation - thus among countries on the right side of Chart 5,
in 2010 Denmark, Belgium, the Netherlands and Finland allocated more to
active labour market policies, while Spain and Ireland allocated more to pas-
sive labour market policies (mostly unemployment benefits).

Here we should again mention Calmfors (see footnote 7). Our analysis
confirms the positive correlation between higher unemployment and a
bigger share of passive labour market policies, but we cannot confirm the
outcome of this relationship. Similarly, we can confirm that higher invest-
ments in active labour market policies are correlated to lower unemploy-
ment rates.

At the same time, it is noted that different forms of flexible employment
generate different levels of risk for in-work poverty!”. Thus, according to
the Eurostat data from 2010, the higher shares of part-time employment (see
Chart 6) characterising the first cluster of more developed European coun-
tries reduces (correlation at -.291, although not statistically significant) the
in-work at-risk-of-poverty rate.

Chart 6: RELATIONSHIP BETWEEN PART-TIME EMPLOYMENT AND IN-WORK
AT-RISK-OF-POVERTY RATE, EU, 2010
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7 The share of employed persons aged 18 years or over with an equivalised disposable income below
the risk-of-poverty threshold, which is set at 60 % of the national median equivalised disposable income
(after social transfers).
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In this constellation, temporary employment (see Chart 7) has a neutral
effect on in-work poverty (correlation -.001, not statistically significant).

Chart 7: RELATIONSHIP BETWEEN TEMPORARY EMPLOYMENT AND IN-WORK
AT-RISK-OF-POVERTY RATE, EU, 2010
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Data source: Eurostat, 2012

914 Finally, self-employment (see Chart 8) as a form of flexible employ-

ment increases the in-work risk of poverty as it is statistically significantly
moderately correlated (0.463 at p<0.015) with the In-work at-risk-of-pov-
erty rate.

Chart 8: RELATIONSHIP BETWEEN SELF-EMPLOYMENT AND IN-WORK AT-RISK-
OF-POVERTY RATE, EU, 2010
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Data source: Eurostat, 2012

It thus seems that self-employment, as one of the flexible forms of
employment, brings particularly high risks of entering into poverty. One
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can relate this finding with the high mortality rate of small businesses (high
job and employment insecurity for the self-employed) and the fact that self-
employed persons are usually expected to finance their own security (to
contribute to pension and health funds).

High levels of accumulated wealth also enable more developed coun-
tries (the first cluster) to compensate (through various forms of the flexi-
curity concept) the risks of high flexibility and high risks of poverty with
a high redistribution of wealth through various forms of transfers (various
social security benefits and assistance) - even though the relationship is less
clear for the other clusters. More precisely, countries from the first cluster
have the highest at-risk-of-poverty rate before transfers (Chart 9), but man-
age to reduce it to one-half after transfers (and to the lowest level among
the clusters). On the other hand, while the second and fourth clusters have
similar rates before and after transfers, the second one manages to reduce
the risk to the same levels with half of GDP per capita as in the fourth clus-
ter, thus showing greater efficiency. The small difference between at-risk-of-
poverty rates before and after transfers points to the low level of efficiency
of transfers in Italy, Greece and Romania.

Chart 9: RELATIONSHIP BETWEEN AT-RISK-OF-POVERTY RATES BEFORE AND
AFTER SOCIAL TRANSFERS AND GDP PER CAPITA FOR PARTICULAR
EU COUNTRY CLUSTERS, 2010
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Conclusions

The primary objective of this article was to highlight the difficult regu-
lation of the flexibility-security balance in modern European labour mar-
kets. As labour markets become ever more dynamic and fluent due to proc-
esses such as globalisation and flexibilisation, different forms of security are
becoming more and more compromised for an increasing number of work-
ers and thus for European societies too.

In the last decade, the European Union has been trying with varying levels
of success to address this problem by introducing the flexicurity concept, try-
ing to preserve at least income security and to thus compensate the risks of
those working in flexible forms of employment and the unemployed through
the redistribution of wealth. On the other hand, the flexicurity concept has vari-
ous shortcomings - an increasing burden on public finances being one of the
most important. For many experts, implementation of the concept was stopped
or even reversed by the current economic and financial crisis and related aus-
terity measures, even though the current situation (increasing unemployment
and poverty rates) demands the opposite. The current global economic crisis
has thus emphasised the problems related to the labour market and especially
highlighted the need for more efficient social protection time when interna-
tional competition demands even more flexible labour markets.

While addressing the EU mostly on the general level, we must acknowl-
edge that there are important differences among EU members in their start-
ing positions, the labour market structure and the ability to address prob-
lems emerging in the current situation.

In our analysis we confirmed all three hypotheses posited at the begin-
ning. We thus confirmed the presence of different ‘models’ of flexibilisation
in the EU since EU countries are using different forms of flexible employ-
ment as the primary source of flexibilisation. Following a similar analysis
performed 10 years ago (Ignjatovi¢, 2002), we may conclude that developed
EU countries predominantly use part-time employment as a form of flexible
employment. It offers higher job security and lower income than temporary
employment and self-employment. On the other hand, less developed new
members from Central and Eastern Europe do not have high shares of flex-
ible forms of employment at all.

We also found that the ‘selection’ of a particular form of flexible employ-
ment is strongly correlated, especially in the case of part-time employment, with
the level of wealth accumulated in a particular society (measured by GDP per
capita). We also determined that more developed countries (with high levels of
accumulated wealth) can afford to implement the flexicurity concept since they
can more efficiently compensate the risks of higher flexibility and in-work pov-
erty with higher levels of wealth redistribution than other clusters of countries.
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Further, we confirmed our hypothesis that different forms of flexible
employment produce different levels of risk related to entering into poverty
(measured by the in-work at-risk-of-poverty rate). Our analysis thus proved
that there is a relatively high correlation between shares of self-employment
and the in-work at-risk-of-poverty rate.

The recent developments in European labour market(s) and societies also
form part of more profound long-term changes concerning the emphasis a
particular form of security has for members of European societies. As mod-
ern labour markets are becoming more dynamic, the probability of retaining
one’s job for a longer time is becoming smaller for a growing proportion of
the workforce. The flexicurity concept has tried to encourage policy makers
and the workforce to shift the emphasis of security from job security towards
employment security. As the European Commission (2007: 9) suggests: “Indi-
viduals increasingly need employment security rather than job security, as
fewer have the same job for life”. But here again the differences arise in the
concept’s understanding. The Commission emphasised external flexibility
by defining job security as a job with a single employer and employment
security as the potential to hold jobs with multiple employers, i.e. employ-
ability security rather than employment security, according to Auer (2010).
On the other hand, Auer puts the emphasis on internal flexibility by defining
job security as related to the probability of workers retaining employment
in their current job, and employment security to retaining a job with their
current employer. According to Auer, this shift already occurred in the 1980s
when the first wave of flexibilisation hit European labour markets.

What is even more important from the long-term perspective is, as Auer
suggests, that yet another shift is needed: “The decisive and critical shift is
thus not from job security to employment security, but towards what can be
called labour market security. Labour market security implies that security for
workers in today’s labour markets cannot stem from job - and employment
security alone. It has to be complemented by additional layers of security”
(Auer, 2010: 381). Relying on the transitional labour market theory Auer sug-
gests that, from the perspective of further development of the labour mar-
ket and the lifelong professional trajectory of an individual, labour market
security should offer security regardless of the individual’s position (employ-
ment, unemployment, inactivity, training, partial work) or transition!8 at a
particular point of time, rightly due even more to the dynamic nature of the
labour market.

18 Transitional labour market theory concentrates on five critical events: transitions from education
to employment, transitions from one job to another, transitions between employment and unemploy-
ment, transitions between private household activities and gainful work, and eventually transitions from
employment to retirement.
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Chart 10: HISTORICAL EVOLUTION OF WORKERS’ SECURITY IN LABOUR
MARKETS

. >

Job security Employment security Labour market security

Source: Auer, 2010: 381

Chart 10 illustrates this shift schematically along a time axis (in the last 30
years and the future).

Such a transformation of labour-market-related risks toward more life-
related risks demands, as Schmid (2009a: 12) puts it, “a recalibration of the
conventional social security systems. Three general strategies of social risk
management need thereby to be distinguished: prevention of risks, mitiga-
tion of risks and coping with risks”.

Schmid proposes (Schmid, 2009: 22) a “way in which to extend the social
insurance principle to a broader set of life course risks than unemployment
would be to establish a system of work-life insurance. Such a system would
build on three pillars: first, a universal minimum income guarantee that
ensures a life without persistent poverty; second, the extension of unem-
ployment insurance to employment insurance; third, private or collectively
negotiated insurance accounts targeted especially to life course risks such
as lifelong learning accounts, time-saving accounts or care-leave systems.
Governments could join such ventures at various levels through tax sub-
sidies, standard setting and co-financing partners”. It is difficult to predict
how soon such a transformation of the current social security systems will
occur, if at all.
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Appendix:

Table 1: STATISTICALLY SIGNIFICANT CORRELATIONS BETWEEN SELECTED
VARIABLES

At-risk-of- |In-work Self-employ- | Active Passive Employ-  [Unemploy- |Long-term |GDP per
poverty at-risk-of- | ment labour mar- |labour mar- |mentrate [mentrate [unemploy- |capita
rate after | poverty ket policies |ket policies ment rate
transfer rate

At-risk-of-
poverty

rate before 396*
transfer
At-risk-of-
poverty ]
rate after .802%* 512%* 534%* A25%
transfer
In-work
at-risk-of-

poverty A463* - 424*
rate
Part-time

S8 419% JO4F* | -443% | -502%% | 589%*

Active
labour mar-

ket policies 638% | .420% A475%

Employ-

ment rate S571%% | -667%F | 526%%

Unemploy-

ment rate 905%* -468*

Long-term
unemploy-

_ *%
ment rate 510

*correlation is significant at the 0.05 level (2-tailed); ** correlation is significant at the 0.01
level (2-tailed)
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