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Abstract

Flexicurity, best described as an attempt to simultaneously combine flexibility and security in the labour market, is today in the core of the European employment agenda. As it aims to increase the adaptability of firms and workers in order to cope with quickly changing economic environment, it has become fundamental for enhancing labour market performance, productivity and competitiveness while reinforcing European social model. 
Countries of former Yugoslavia (with exception of Slovenia) are facing several employment challenges, also as a consequence of political and economic developments after the break-up of Yugoslavia. The current labour market situation therefore demands a comprehensive strategy that would enhance labour market performance, however not endanger macroeconomic sustainability. There is a need for flexi-secure labour market policies, which would allow for flexible employment arrangements, however at the same ensure employment security of workers. Slovenia, as a member of the European Union (EU), was already formally invited to design and implement flexicurity strategies. Similar expectations will be put in front of other countries of former Yugoslavia in near future as well. The paper therefore presents a systematic in-depth analysis of the current level of implementation of flexicurity policy components set by the EU – i.e. flexibility of working arrangements, lifelong learning strategies, social security of unemployed and active employment policies – in the countries of former Yugoslavia and by that gives grounds for shaping recommendations about further labour market strategies. Moreover, it examines how ex-Yugoslav countries perform in implementation of these policy components in comparison to new Central and Eastern EU Member States.
The paper finds that ex-Yugoslav countries are, on average, characterized by relatively strict employment protection legislation and low levels of part-time and temporary employment, in spite of significant liberalization measures during the past decade. Majority of countries provide relatively weak social protection of workers in terms of unemployment benefits schemes with extremely low coverage rate. Furthermore, most of the countries face difficulties in the field of design and implementation of active employment policies and lifelong learning programmes. Among ex-Yugoslav countries, the highest progress both in enabling flexibility and security at the labour market is evident in Slovenia.

The implementation of flexicurity policies presents an important tool in improving employment and unemployment situation and by this labour productivity and overall economic performance. Therefore, the countries of former Yugoslavia should more intensely work on the effectiveness of active employment policies and lifelong learning strategies, target them on the most disadvantaged group of unemployed and stimulate them to use these programs. Moreover, they should improve the system of unemployment benefits to better the security of unemployed, however not pulling people out of labour market. At this point it is crucial that each country shapes a comprehensive strategy of further development of labour market, with special attention put on finding such a balance between different flexicurity policy components that best suits specific needs of its labour market.
Keywords: flexicurity; labour market; labour market policy; countries of former Yugoslavia; empirical analysis.
1. Introduction
The need for flexible and at the same time secure labour markets (i.e. the need for flexicurity) is today in the core of the European employment agenda. Namely, flexicurity presents a response to changes in national economies due to globalization processes, rapid technological development, demographic aging and labour market segmentation. Moreover, it presents a tool for improving labour market outcomes, productivity and competitiveness while reinforcing European social model.
Countries of former Yugoslavia,
 with exception of Slovenia, face several employment challenges, also as a consequence of political and economic developments after the break-up of Yugoslavia. The current labour market situation demands a comprehensive strategy that would enhance labour market performance, however not endanger macroeconomic sustainability. There is a need for flexi-secure labour market policies, which would allow for flexible employment arrangements, however at the same ensure employment security of workers. Slovenia, as a member of the European Union (EU), was already formally invited to design and implement flexicurity strategies. Nevertheless, similar expectations will be put in front of other countries of former Yugoslavia in near future as well. The research objective of this paper is therefore to assess the current level of implementation of flexicurity policy components in countries of former Yugoslavia and by that to give grounds for shaping recommendations about further labour market strategies. In the analysis we study flexibility of working arrangements, lifelong learning (LLL) strategies, social security of unemployed and active labour market policies (ALMPs) – i.e. flexicurity policy components set by the EU. Moreover, we examine how ex-Yugoslav countries perform in implementation of these policy components in comparison to the new Central and Eastern EU Member States (CEE),
 which also underwent transition from centrally planned system to market economy. 
The analysis, based on descriptive statistics, was performed on the latest available data and included variables chosen from the list of indicators suitable for studying flexicurity prepared by the European Commission (2007). Data were collected from national statistical and employment offices, international databases and official reports of several international organisations (The Organisation for Economic Co-operation and Development (OECD), The World Bank (WB), The International Labour Organisation (ILO), The International Financial Corporation (IFC), The Eurostat, The European Commission and The European Training Foundation (ETF)). At this point we stress that some of the countries of former Yugoslavia did not yet developed a systematic approach to collecting and generating data in certain fields of flexicurity, aggravating qualitative and comprehensive analysis. Nonetheless, this is the first systematic overview of all four flexicurity policy components in all seven countries of former Yugoslavia.
The paper continues with presentation of the flexicurity strategy at the EU level. Section 3 provides a short overview of labour market situation in the ex-Yugoslav countries, followed by an in-depth analysis of the implementation of flexicurity policy components. Last section summarizes major findings and concludes.
2. The concept of flexicurity within the European Union
The concept of flexicurity was first employed in the Netherlands in the mid-1990s as a part of labour market reforms; however, today we often link it to the Danish »golden triangle«. The latter presents a prime example of a well-functioning flexicurity arrangement. The model combines a high degree of occupational and geographical job mobility due to low employment protection, comprehensive social security for unemployed and ALMPs aimed at skill improvement and activation of unemployed (OECD, 2004, p. 97).

Pursue for balance between flexibility and security has been present in the EU policy discourse since 1993 and is especially evident within the European Employment Strategy (Tros, 2004, p. 2). As it is stated in the Council Decision (2003/578/EC, p. 13-21) on revision of the Employment Guidelines, “providing the right balance between flexibility and security will help support the competitiveness of firms, increase quality and productivity at work and facilitate the adaptation of firms and workers to economic change.” The EU addressed the issue of flexibility and security more explicitly (with the term flexicurity) in 2006 at the Informal Meeting of Ministers for Employment and Social Affairs. Since then it is in the forefront of the European employment agenda. 
The European Commission (2007, p. 10) defined flexicurity as “an integrated strategy to enhance, at the same time, flexibility and security in the labour market.”
 The latter should not be perceived as contradictory, but as complementary and mutually supportive. The rationale of flexicurity is therefore to increase the adaptability of firms and workers in order to cope with quickly changing economic environment and to reduce labour market segmentation. 
According to the European Commission (2007), flexicurity policies can be designed and implemented across four policy components: 

· flexible and reliable contractual arrangements both for employees and employers;

· comprehensive LLL strategies;

· effective ALMPs to cope with rapid economic changes, to reduce unemployment spells and to ease transitions to new jobs; and

· modern social security systems to provide adequate income support, to encourage employment and to facilitate labour market mobility.

Economic analyses confirmed that these four components can be mutually supportive, and improve employment, at-risk-of-poverty rates, and human capital (see European Commission, 2006). However, it should be noted that crucial preconditions for developing flexicurity and making it work are supportive, productive and well-established social dialogue, mutual trust and highly developed industrial relations (see European Expert Group on Flexicurity, 2007). 

3. Brief overview of labour market situation in countries of former Yugoslavia

The breakup of Yugoslavia, followed by a deep transition crisis deteriorated by armed conflicts and/or high political instability, heavily marked economic development of most of the ex-Yugoslav countries in the 1990s. Due to these specific conditions, economic and labour market recovery of these countries (with exception of Slovenia) has been much slower comparing to other CEE countries (see Gligorov et al., 2008, p. 37). Data on employment growth show that during the transition period most of the ex-Yugoslav countries recorded a strong decline in employment, reflecting job losses because of collapses of larger firms and low level of job creation in mostly smaller firms (see Nešporová et al., 2006, p. 10-11). Employment started gradually to recover in the late 1990s and more intensely after 2004. Nevertheless, employment rates are still low in most of the countries today, especially when compared to Slovenia and other EU countries. For example, in 2009, the employment rate in Kosovo amounted 23.2 %,
 in BiH 40.1 %, in Macedonia 43.3 % and in Serbia 50.4 %. The employment situation was better in Croatia, as the employment rate in 2009 amounted 56.6 %, whereas in Slovenia 67.5 %. On the other hand, all countries of former Yugoslavia, except Slovenia and Croatia, record enormously high, double-digit unemployment rates, in Kosovo exceeding even 50 %. Most exposed to unemployment are women and young people – the youth unemployment rate is in majority of countries twice as high as the adult unemployment rate or even higher. A serious problem presents also long-term unemployment. The latter has reached especially high levels in BiH, Macedonia, Kosovo and Serbia, where in 2009 more than 75 % of all unemployed were unemployed more than one year. In Croatia and Montenegro the share of long-term unemployed amounted approximately 55 %. For comparison, the share of long-term unemployment in Slovenia amounted 32.8 % in 2009, whereas in EU-27 17.8 %. 

One of the key obstacles on the way towards labour market recovery is also extensive informal economy. According to Gligorov et al. (2008, p. 49), informal economy produces about one third of GDP in BiH and Serbia (the estimate is even higher for Kosovo and Macedonia) and accounts between 30 and 60 % of total employment. The informal economy does not only present a cost to the national economies due to unpaid tax revenues, but also a risk to workers, as they are not entitled to any kind of labour rights, job security, employment protection and are deprived for professional development (see also Nastav et al., 2007).
4. The analysis of implementation of flexicurity policy components
In the analysis of implementation of flexicurity we focus on four policy components: flexible and reliable contractual arrangements, LLL programmes, ALMPs and social security system for unemployed. The analysis will be based on the variables suitable for studying flexicurity prepared by the European Commission (2007).
4.1 Flexible and reliable contractual arrangements
One of the most commonly used indicators in international comparisons of labour market regulations is Employment Protection Legislation index (EPL), developed by the OECD.
 Under previous regime, countries of former Yugoslavia had very protective labour legislation. For example, dismissals were not permitted (except out of disciplinary reasons), workers were mostly full-time employed (what provided high security of staying in employment) and were entitled to several employment benefits. However, over the last twenty years all ex-Yugoslav countries adopted profound changes in national labour legislations, which significantly decreased the level of employment protection. For example, EPL index in Slovenia amounted 4.1 in 1991, it declined to 3.0 in 1998 and reached the value 2.5 in 2008. Although some countries already reached the level of employment protection in more developed OECD or EU Member States (see Table 1, data for 2003), differences between them are still high. According to the last available data, the overall EPL index varies from 2.5 in Slovenia and Kosovo to 3.6 in Montenegro,
 which is above average of the OECD, EU-15 and CEE countries. For comparison, the most flexible CEE countries in 2008 were Slovakia (1.4) and Hungary (1.7), mostly due to increased flexibility in the area of temporary contracts.
As can be seen from the table below, the employment protection in 2003 was rather high in the field of temporary contracts, especially when comparing to the CEE average. Exceptions to high EPL on temporary contracts were Slovenia and Croatia due to legalization of temporary work agencies and legislative changes regarding the duration of temporary contracts. Even stricter were collective dismissal regulations, being especially high in Montenegro, Kosovo and Croatia. In this way countries tried to prevent extensive dismissal of workers through restructuring processes of large companies and by this avoid negative impacts on labour markets and massive quests for social protection. On the other hand, the ex-Yugoslav countries, except Slovenia and Croatia, recorded very flexible regulations in the field of regular employment, being even more flexible than in the CEE-8 and EU-15.
Table 1: Total EPL index and its components, 2003 and 2008
	Country
	Year
	Regular employment
	Temporary employment
	Collective dismissals
	Total EPL index

	BiH
	2003
	1.8
	3.1
	3.3
	2.6

	Croatia
	2003
	2.6
	1.9
	4.3
	2.6

	Kosovo
	2001
	1.3
	2.8
	4.6
	2.5

	Macedonia, FYR
	2003
	2.0
	3.1
	4.0
	2.8

	Montenegro
	2003
	2.2
	4.5
	4.8
	3.6

	Serbia
	2005
	2.0
	4.4
	3.6
	3.3

	Slovenia
	2003
	2.7
	2.0
	4.8
	2.7

	
	2008
	3.2
	1.9
	2.9
	2.5

	Ex-Yugoslav countries average1
	2003
	2.1
	3.1
	4.2
	2.1

	CEE-8 average2
	2003
	2.6
	1.4
	3.3
	2.2

	
	2008
	2.6
	1.6
	3.3
	2.1

	EU-15 average
	20033
	2.3
	2.1
	3.3
	2.2

	
	2008
	2.3
	2.0
	3.2
	2.2

	OECD average
	2003
	2.1
	1.8
	3.0
	1.9

	
	2008
	2.1
	1.8
	3.0
	2.1


Note:

1 Data for Kosovo refer to year 2001, whereas for Serbia to 2005.

2 The CEE-8 average includes data for Czech Republic, Estonia, Hungary, Latvia, Lithuania, Poland, Slovakia and Slovenia. Data for Lithuania and Latvia refer to 2004. 

3 The average value does not include data for Luxembourg.

Sources: Gligorov et al. (2008); Micevska (2004); Nešporová et al. (2006); OECD (2011b); OECD.Stat (2011); Tonin (2009); Vodopivec et al. (2007). 
Up to today, the value of total EPL index and/or its sub-indices has probably decreased in some of the ex-Yugoslav countries due to changes in labour legislation; however, there is no official data yet available. For example, in 2005 Macedonia reduced maximum severance payments from eight to six months, abolished some restrictions on fixed-term, temporary and part-time contracts and shortened employers’ obligation on sick pay from 60 to 21 days (see Feiler et al., 2009). Furthermore, in 2006 it adopted Law on Temporary Work Agencies and by this introduced possibility of hiring agency workers. With the amendments adopted in 2008, the use of fixed-term contracts for permanent task was prolonged from 4 to 5 years. Moreover, in the same year Montenegro allowed fixed-term contracts for permanent task with no duration limitation and eased the notification procedures prior dismissal for employers (see WB, IFC, 2009, 2010a).
As already mentioned, most of the employment protection data presented in the table above are out-dated. In order to obtain a more realistic view on labour arrangements and to broaden the analysis of employment situation in studied countries, we also analysed the rigidity of employment index, developed by the WB.
 As shown in Table 2, employment in terms of hiring and firing workers and rigidity of working hours are the most flexible in Kosovo.
 Low employment rigidity is also recorded in Montenegro and Macedonia due to several legislation changes in the past years. For example, both countries eliminated requirements relating to redundancy, eased restrictions on fixed-term contracts and introduced greater flexibility in scheduling of working hours (see Gribben, 2009; Feiler et al., 2009; WB, IFC, 2009).
 Serbia, on the other hand, adopted legislative measures allowing employers to respond to a decline in work volume by reducing their workers’ hours or placing workers on temporary leave with reduced pay (see WB, IFC, 2010c). The employment regulation is, according to the WB’s index, the most rigid in Slovenia and Croatia. Rigidity is especially high in the area of hiring workers, as both countries prohibit fixed-term contracts for permanent tasks and limit duration of fixed-term contracts to 24 (Slovenia) or 36 (Croatia) months. Comparing to other countries, they record also high rigidity of working hours due to regulations on annual leave and work on weekly rest day.

Table 2: The rigidity of employment index and its components, 2010
	
	Components of the rigidity of employment index

(0-100)
	

	Country
	Difficulty of hiring index 
	Rigidity of hours index 
	Difficulty of redundancy index 
	Rigidity of employment index (0-100)

	BiH
	56
	13
	30
	33

	Croatia
	61
	40
	50
	50

	Kosovo
	0
	0
	30
	10

	Macedonia, FYR
	11
	20
	10
	14

	Montenegro
	0
	20
	20
	13

	Serbia
	78
	7
	20
	35

	Slovenia
	78
	53
	30
	54

	Ex-Yugoslav average
	41
	22
	27
	30

	CEE-10 average
	34
	41
	24
	33

	EU-15 average
	32
	40
	32
	35


Source: WB, IFC, 2010a. 

Although the labour markets of former countries of Yugoslavia became more flexible comparing to a decade ago, the level of part-time employment is rather low. For example, in 2009, the share of part-time employment in total employment amounted approximately 2 % in Croatia, 5.3 % in Macedonia,
 10.2 % in BiH, whereas it was the highest in Kosovo (16.3 %). In Slovenia, the share of part-time employment in total employment amounted 9.5 %, which is 5 percentage points below the CEE average. The share of part-time employment in total employment is higher among women and workers employed in agriculture sector. According to Fetsi (2007, p. 116), non-use of part-time employment is associated with the fact that pension regulations make it very difficult for part-time employees in most of the countries to qualify even for the minimum pension. 
More common, on the other hand, are temporary employment arrangements. Their share in total employment is increasing in most of the ex-Yugoslav countries, especially among young and lower-skilled people (see Nešporová et al., 2006; Crnković-Pozaić, 2006; Novkovska, 2008). In 2009, the share of temporary employed in total employment amounted 11.6 % in Croatia, 15.5 % in Macedonia and 16.2 % in Slovenia.
 For comparison, the average value of temporary employed in total employment in NMS amounted 8.0 %, which is 5 percentage points below the EU-15 average. The share of temporary employed in total employment was higher among young people (15-24 years of age): in Macedonia 37.1 %, in Croatia 35.0 %, whereas in Slovenia 66.6 %. For comparison, the CEE average (without Estonia) amounted 21.6 %, which is 18.3 percentage points below the EU-15 average.
4.2 Lifelong learning
LLL programmes (i.e. education and training programmes, which are or are not in relation to the current or the future job of participant) are crucial for ensuring long-term employability of workers, especially the most vulnerable. According to the European Commission (2007), high participation in LLL is positively related with high employment and low long-term unemployment. However, it is often the case that firms underinvest in education and training of low-skilled workers, workers on temporary contracts, self-employed and older workers. 
During the previous regime, adult population was committed to permanent and functional education. As there were no room for comprehensive LLL strategies, in majority of countries the LLL programmes are today in their early stage of development, what is among others reflected in low participation rates. According to the available data, participation rate of adults (between 25 and 64 years of age) in LLL in Slovenia amounted 14.6 % in 2009, whereas in Macedonia 2.5 % and 2.2 % in Croatia in 2008. Participation rates are probably even lower in other countries of former Yugoslavia.
 Low participation rates in LLL present also a problem in most of the CEE countries. For example, participation rate in 2009 did not exceed 1.5 % in Romania and Bulgaria and it amounted 2.8 % in Slovakia and Hungary. For comparison, the average in the CEE amounted 5.5 %, whereas in the EU-27 9.7 %. Still, this is way below participation rate in Scandinavian countries (it amounted 31.6 % in Denmark and 22.1 % in Sweden and Finland).
Slovenia already developed a functioning system of LLL, as this is one of the important requirements and expectations of the EU and the Lisbon Strategy. However, in other countries of former Yugoslavia, the importance of LLL is only slowly coming in the forefront of employment agenda.
 Although these countries, except BiH, adopted strategies or programmes for adult education and LLL in the past years,
 they face problems of how to insure their implementation. This is additionally hindered by modest public expenditures for adult education and training (especially in rural places) and lack of EU instruments. Some countries receive funding from different international donors, but these funds are mainly project-oriented, short term and unsystematic (see Popovič, 2009). One of the main reasons for low participation in adult education and training is also a lack of motivation (especially by older and unemployed people), related with existential problems, low quality of life and an incorrect perception of LLL as a »shame« (see Župarić, 2009). Likewise employers are not aware of the importance of adult education and of development of employee. For example, in BiH only a small part of employers, mostly from the private sector, involve their employees in the process of further education, which mostly takes place in foreign countries (Herić et al., 2008, p. 11). This points on the further problem of low quality and inadequate infrastructure for LLL in terms of providers, educational staff and lack of practices and comprehensive guidance system.
 
4.3 Active labour market policies
Several studies pointed on a positive impact of ALMPs on labour market and economic performance (see for example OECD, 2004; Nešporová et al., 2006; Anspal et al., 2007), signifying that expenditures for ALMPs could have an important impact on reducing unemployment and therefore facilitating employment. However, as can be seen from Table 3, expenditures for labour market policies are modest. As the major part of expenditures is devoted to passive employment policies, this leaves an extremely low portion for the ALMPs. Namely, expenditures for the latter vary from 0.04 % of GDP in Croatia to 0.18 % in Slovenia. Low funding is also a reality in the CEE countries, which in 2008 earmarked only 0.23 % of GDP to ALMPs – this is 0.5 percentage points below the EU-15 average and even 1 percentage point below the level in countries with the highest expenditures (Belgium and Denmark).
Table 3: Expenditures for active and passive employment policies as % of GDP

	Country
	Active employment policies, 2008
	Passive employment policies, 2006

	BiH
	0.08
	n/a

	Croatia
	0.04
	0.38

	Kosovo
	n/a
	n/a

	Macedonia, FYR
	0.1 

(0.2 in 2009)
	n/a

	Montenegro
	n/a
	0.30

	Serbia
	0.12
	0.80

	Slovenia
	0.18
	0.271

	CEE-10 average
	0.23
	0.271

	EU-15 average
	0.74
	1.081


Note:

1 Data for 2008.
Sources: Centre of Public Employment Services of Southeast European Countries, CPESSEC (2009); Eurostat (2011); Gligorov et al. (2008).
Expenditures for ALMPs are in majority of the ex-Yugoslav countries mostly concentrated on wage subsidies for the integration of disabled, job search assistance and support for self-employed and too little on employment incentives, training programs and direct job creation measures.
 Moreover, ALMPs are not organised on a larger scale and therefore focus only on selected groups of unemployed. Consequently, the coverage rate (i.e. % of unemployed participating in ALMPs) is low. According to the available data, the coverage rate in Croatia in 2009 amounted 2.5 % (WB, 2010b), similar rate was also recorded in Macedonia in 2005 (Cazes et al., 2007a, b).
Majority of the ex-Yugoslav countries adopted employment programs or plans including recommendations and measures on implementation of ALMPs. However, the highest obstacle in implementation of these measures remains lack of funds, which is especially evident in BiH and Kosovo. For example, in BiH there were no ALMPs implemented in 2008, except those funded by the WB programme (Lorencic, 2008, p. 7). Also in Kosovo almost all ALMPs are supported and implemented by the international organisations such as the UNDP, the MLSW and the ILO, by which they mostly focus on youth employment (Kita, 2008, p. 22). Situation regarding funding is at most improving in Montenegro, where the financing of the ALMPs reached approximately 1 % of GDP in 2008 (Gribben, 2008, p. 10).
4.4 Social security system
There are significant differences in unemployment benefit (UB) programmes between countries of former Yugoslavia. The most generous UBs can be found in Slovenia, followed by Serbia, whereas in other countries the UBs are really modest. The extremely low UB level was recorded in Montenegro, where UBs present only 60 % of minimum wage (i.e. 55 EUR) in 2008. For comparison, poverty line in Montenegro amounted 119 EUR in 2007, implying that UBs increase the risk of falling into poverty or of resort to the informal economy (see Kaludjerović et al., 2008; Rosas et al., 2007). Moreover, labour legislation in Kosovo provides no UBs - the social safety net provides only basic pensions and limited social assistance (see USAID, 2009).
In majority of studied countries the UBs are mostly limited to 12 months. The duration of benefits is longer only in Federation BiH, Serbia and Slovenia. However, several countries (Croatia, Macedonia and Montenegro) have adopted provisions to allow unlimited duration of UBs for older workers after certain cumulative duration of employment. 

As can be seen from Table 4, the share of unemployed who receive UBs is very low. Only exception is Slovenia, where almost one third of unemployed is entitled to UBs. Low coverage rate in other countries is a consequence of the state of labour market and the composition of the unemployment registers, on which the vast majority present labour market entrants and others who had no opportunity of building up the necessary contributions (Fetsi, 2007). 

Table 4: Comparison of the UB systems between countries of former Yugoslavia (last available data)

	Country
	UBs as % of average net wage, 2009
	UB duration
	% of registered unemployed receiving UBs

	BiH
	Federation BIH: 40.0

Republika Srpska: 20.0
	Federation BiH: 3-24 months
Republika Srpska and District Brcko: 3-12 months
	2.31 

(July 2010)

	Croatia
	27.8
	78-450 days 

Unlimited duration for persons with 32 years of employment.
	24.0

(September 2010)

	Kosovo
	0.0
	no
	0.0

	Macedonia, FYR
	34.0
	1-12 months
Unlimited duration for persons with more than 15 years of employment and are at most 5 years short to qualify for an old age pension. 
Duration of benefit is extended for women during pregnancy and for persons on training for the time of its duration.
	1.01
(2007)

	Montenegro
	8.42
	1-12 months
Unlimited duration for persons with more than 25 years in employment.
	21.2

(2007)

	Serbia
	60.0-50.03
	3-24 months
	9.6

(2008)

	Slovenia
	63.0 
(August 2010)
	3-25 months
	30.0

(August 2010)


Notes:

1 By the end of 2007, 24,720 individuals in Macedonia received UBs, of which 21,291 persons received early retirement allowance (until they reach retirement age and are therefore entitled to old-age pension), 3,429 individuals yet received the “regular” UB. 

2 Data for 2008. 

3 In first three months 60 % of previously earned average net wage, thereafter 50 %.

Sources: CPESSEC (2009); Croatian Employment Service (2010a, b); Employment Service of Slovenia (2010); Kaludjerović et al. (2008); Labour and Employment Agency of BiH (2010); MISSCEO (2010); Rosas et al. (2007); USAID (2009); WB (2008).
5. Conclusion
Although countries of former Yugoslavia share a common legacy of centrally planned regime, today they significantly differ in their economic and labour market performance, mostly as a consequence of political and economic developments after the break-up of Yugoslavia. Namely, apart in Slovenia and Croatia, the current labour market situation in the ex-Yugoslav countries is serious. Countries face low employment and labour force participation rates and extremely high unemployment and long-term unemployment rates, which are especially pronounced among women and young people. Among others, high costs to labour markets are also imposed by a large informal economy. The current labour market situation therefore calls on governments to shape comprehensive and suitable strategies or policies to facilitate favourable labour market performance, however not endanger macroeconomic sustainability. One of the answers to the labour market challenges is the approach of flexicurity, promoted by the EU. According to the European Commission (2007) and studies that analysed the impact of one or more flexicurity policy components on labour market outcomes, properly shaped and implemented flexicurity policy components have a positive impact on labour market performance (for brief overview of studies see Laporšek and Dolenc, 2011). This paper therefore analyses the current level of implementation of flexicurity policy components as a policy tool in the countries of former Yugoslavia and by that gives grounds for shaping recommendations about further labour market strategies.
The analysis has shown that countries of former Yugoslavia significantly liberalized employment protection legislation during the past decade, almost reaching the employment protection level of the CEE countries. Despite this, the employment protection is still relatively strict, reflected also in low levels of part-time and temporary employment. Although the liberalization of employment protection on one hand eased hiring and firing procedures for employers, it decreased protection of workers on the other. The loss of workers’ security should be compensated by effective social security system and ALMPs. The latter together with LLL programmes are of especial importance as, if designed and implemented properly, can reduce negative labour market outcomes by improving the efficiency of job matching and enhancing the level of human capital (for overview of studies see OECD, 2004; Bassanini and Duval, 2006). However, data show that some governments still underestimate the importance of these policies, as they have not yet established a comprehensive strategy for their development and funding. Some countries also record weak (in Kosovo even no) social protection of workers in terms of UBs. 
Except Slovenia, the ex-Yugoslav countries have not yet adopted the concept of flexicurity, however we can expect a gradual transfer of flexicurity policies in their labour markets in near future. This opens the question which flexicurity policy components are the most appropriate for specific labour market situation and how should be designed. Our findings propose that countries should more intensely work on the effectiveness of ALMPs and LLL strategies, target them on the most disadvantaged group of unemployed and stimulate them to use these programs. Moreover, they should enhance the system of UBs to better the security of unemployed. However, on this way towards “flexicure” labour markets, it should be taken into account that each country has to find its own balance between different flexicurity policy components. This will demand better dialogue between social partners, stronger state institutions and higher funding.
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� Countries of former Yugoslavia are Bosnia and Herzegovina (BiH), Croatia, Macedonia, Montenegro, Kosovo, Serbia and Slovenia.


� The CEE-10 countries are Bulgaria, Czech Republic, Estonia, Hungary, Latvia, Lithuania, Poland, Romania, Slovakia and Slovenia. We study Slovenia as a part of former Yugoslavia and as a part of the CEE group of countries.


� As flexicurity is relatively new term, there is no universal definition of it. Nevertheless, we can find several (partially overlapping) definitions. For overview see Madsen (2006).


� Kita (2008, p. 5) estimated that only half of the employment in the private sector is reported, whereas the other half is being informal.


� EPL index is compiled from 21 items, covering three different aspects of employment protection: (i) individual dismissal of workers with regular contracts; (ii) additional costs for collective dismissals; and (iii) regulation of temporary contracts. Index values are ranging from 0 (least stringent employment legislation) to 6 (most restrictive employment legislation). Data on EPL index for 2008 are in accordance with the OECD methodology version 3. Data for years before 2008 are available only in accordance with the OECD version 2 (see OECD, 2011a; OECD.Stat, 2011).


� EPL estimation for Slovenia refers to 2008, whereas for Kosovo to 2001. Data for Montenegro refer to 2003.


� The rigidity of employment index is a simple average of three indices: difficulty of hiring index, rigidity of hours index and difficulty of firing index. The values of indices are ranging from 0 to 100, by which higher values indicate more rigid regulation (WB, IFC, 2010b).


� For example, there is no limit on the length of fixed-term contracts (including renewals), no obligation of notification or approval of a third party in case of dismissal of one or more workers (WB and IFC, 2010a). 


� In Macedonia, employers are allowed to choose the duration for scheduling and frequency of shift rotation when arranging night’s shifts, employer and employees are free to agree on the weekly rest day and on the number of days of paid annual leave beyond the legal minimum of 20 working days. In Montenegro, when employers have to dismiss a worker, they are required to give notice of 15 calendar days only and are no longer obliged to give prior notification to a third party (see WB, IFC, 2009, 2010b).


� According to the ILO, there is still a strong disincentive in Macedonia against the use of atypical forms of employment due to the high tax wedge at low wage levels (Viertel, 2008, p. 13).


� Comparing to year 2005, the share of temporary employed in total employment increased only in Macedonia (from 11.8 to 15.5 % in 2009), whereas Slovenia and Croatia recorded a minor decrease (from 17.1 % in Slovenia and from 12.9 % in Croatia). 


� Countries of former Yugoslavia, except Slovenia, do not collect systematic statistical data on participation in LLL. The cited data were obtained from the Eurostat (2011).


� Progress in national legislation has been especially evident in Croatia and Macedonia, mostly due to obligations in the process of obtaining EU membership. Overview of developments in the field of LLL in mentioned countries is available in Devčič Torbica (2009) and Buova et al. (2009). 


� Overview of adopted strategies and laws for adult education in the ex-Yugoslav countries is available in Popovič (2009) and Devčič Torbica (2009).


� Educational and LLL challenges in Montenegro, Macedonia and Croatia are also presented in ETF working papers (Gribben, 2008; Feiler et al., 2009; Skjolstrup, 2008).


� Overview of development of ALMPs for Montenegro, Macedonia, Croatia and Serbia is available in the reports of the ILO and the Council of Europe (Cazes et al. 2007a, b; Rosas et al., 2007; Harasty et al., 2007) and the ETF working papers (Griben, 2008; Feiler et al. 2009; Skjolstrup, 2008). 





