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An Analytical Overview of Labour Market Reforms

Across the EU: Making Sense of the Variation*

ABSTRACT: While there has been an increase in @giem employment pro-
tection, for example in the literature on labourkeainsiders and outsiders, there
is a lack of cross-country comparative researchredarms of the employment
protection legislation and the regulation of tengwgrwork. This article provides
such an overview for a wide set of countries inglgdhe EU-15 plus five Cen-
tral and Eastern European countries: the Czech ieptdiungary, Poland, Slo-
vakia and Slovenia. It makes two contributionsstfiit identifies a set of reform
types. One major reform type, two-tier reform, aseveral minor types:
deregulation of temporary employment in countrieshwow levels of job
protection for regular work; reregulation in couesr with high levels of tempo-
rary employment; reregulation in countries with loegulation of temporary
work; and across-the-board concurrent deregulaBenond, the article highlights
the difference in regulation that exists betweewditerm contracts concluded
inside and outside temporary work agencies (TWhsidentifying reform types,
and the difference in the regulation of fixed-tecontracts inside and outside
TWAs, the article contributes to our understandaigthe variation in labour
market regulation and reform. In addition, the cetipoints to different expla-
nations for the reforms, in particular the influeraf EC directives.
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In the 1970s, most European countries introducedtr@ngthened employment protection
legislation (Emmenegger 2009). At nearly the saime,tbeginning in the mid-1970s Euro-
pean economies went into a protracted economigsasiBich brought with it a sharp rise in
unemployment. During the 1980s and 1990s, counb@ggan to confront this problem by
reforming the employment protection measures intced in the previous decade. The article
intends to shed light on the variation in labourkeareform in Europe from the mid-1980s
to the present by identifying major and minor refaiypes, by describing the difference in
regulation that exists between fixed-term contractside and outside temporary work
agencies (TWAs), and by analysing the regulatod paiitical context in which the reforms
were made.

The article first seeks to map a set of reformegypsing the OECD index of employ-
ment protection legislation (see note 1 and 2). diheis not to develop a typology, based on
a specific theoretical framework. In addition, aralgtical framework will be presented in
which the regulatory and political context in whitte labour market reforms were made is
included and some tentative conclusions can berdedwut the variation in initial regulation
leading to different types of reforms and the @ in reform pressure originating from
domestic or EU policy arenas.

Most focus in the literature has been put on tiwofeforms, i.e. the combination of the
deregulation of temporary work with no deregulatiohthe employment protection for
regular work; when both temporary and regular wamék deregulated it is termed across-the-
board reforms (e.g. Saint-Paul et al. 1996; Ocl)€I8®" The two-tier reform is the most
common type of reform as we will see below, buigeds to be complemented by different
and contrasting types of reforms which have alsenbgresent in the reform of European
labour markets. Temporary employment, for exampias not been deregulated in all
countries. Low-regulation countries such as Ireland UK in Western Europe, and most
countries in Central and Eastern Europe, have radregulated the employment protection
for temporary workers on fixed-term contracts. Tihés also been the case in countries with
very high levels of temporary employment such azitsprhere have also been instances of
deregulation of temporary employment in low-regolatcountries such as Italy, Belgium
and Denmark, and instances of across-the-boardmsfas in Slovakia.

Second, the article seeks to highlight the vamabf regulation within temporary work.
In the reform types described above the regulaifdemporary work is used as an aggregate
of both fixed-term contracts concluded inside antside temporary work agencies (TWAs).

The differences that exist between the regulatibfixed-term contracts inside and outside
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TWAs have not yet been systematically covered @ literature. The contribution here is
two-fold. First, in describing the cases which setwo illustrate the reform types the dis-
tinction will be upheld between reforms relatingfixed-term contracts inside and outside
TWAs. Second, the differences in regulation betwidard-term contracts inside and outside
TWAs will be examined more in depth in a separatdisn using the Ecofin LABREF data-
base®

An important aspect with regard to the differenceregulation between fixed-term
contracts inside and outside TWAs is the relevaldt |&gislation, especially the two EC
directives on fixed-term work (1999/70/EC) and temgpy agency work (2008/104/EC). It is
interesting to note that the first explicitly exdks from its scope fixed-term contracts
concluded within TWASs. These are then dealt witlthi® second directive, but the content of
the regulation differs substantially.

In analysing different reform types in Europe talke a whole, it is of course necessary
to paint with broad brush strokes. Not all courstmell be covered and not all reforms can be
described in detafl. However, the ambition is to provide sufficientaletn order to make it
possible to distinguish between reform types ang tto assist other researchers in their
interpretation of the reforms. The first part uties OECD EPL-indicators (see note 1 and 2)
to illustrate the major reform trends in Westerrrdpe, between coordinated market eco-
nomies/mixed market economies (CMEs/MMES), libaerarket economies (LMEs), and
emerging market economies (EMESs) in Central andeBaEurope. The second part then
identifies the major reform type (two-tier reformsid introduces a number of additional
minor reform types: deregulation of temporary emgpient in low-regulation countries,
reregulation in countries with already high levefsemporary employment, reregulation of
temporary employment in low-regulation countriesd across-the-board concurrent deregu-
lation. The final part compares the regulation iekd-term contracts inside and outside
TWAs.

1. Broad reform trends

The overarching labour market reform trends in \&iesaind Central and Eastern Europe will
be outlined in this section. First, there is in fées Europe a clear trend of two-tier reforms.
We also show that this is typical for coordinatedrket economies (CMEs) and mixed
market economies (MMEs), the Continental and Nowbantries, but not for the liberal

market economies (LMEs), Ireland and the UK (Halll &Soskice 2001; Hall and Gingerich



2004). Second, there is in the emerging market @ows (EMEs), Central and Eastern
Europe (Hanckeé et al. 2007), a reform trend witeragulation of the employment protection
for temporary workers along with a slight deregolatof the employment protection for

regular workers (Slovakia).

Reformsin the West, reformsin the East

The common view among economists of development#/estern European labour markets
has been to regard two groups of countries, thei@amal and Nordic countries, on the one
hand, and the Anglo-Saxon countries on the otleeheing situated on opposite sides in the
trade-off between unemployment and inequality (Blgu and Kahn 2002); the former group

of countries suffering from high unemployment daeotver-regulated labour markets. There
is, however, no consensus concerning the effectabaiur market regulation on aggregated
unemployment levels (OECD 2004). But since the &880s, Western European labour

markets have undergone significant reforms. A mpgot of those reforms has concerned the
employment protection legislation. In this arese #mployment protection for regular em-

ployment has remained more or less unchanged, aféeenporary work has to an important
degree been deregulated. This trend of two-tieorne$ has been followed in most of the

CMEs/MMEs. In the LMEs, in contrast, there has eatlbbeen a slight reregulation of

employment protection (see figure®1).

- Figure 1 about here -

A set of different political explanations for twer reforms have emerged in the
literature. The first set of explanations put tleus on the vote-maximising strategies of
political parties in general using a median-votguanent (Saint-Paul et al. 1996), or social-
democratic parties in particular using a core-aaretcy argument (Rueda 2005). Recently,
an alternative explanation has been proposed wtikhs the social partners prominent
position in the reforms process, in the area oblasbmarket policy, as a starting point and
which links the two-tier reforms with the organisatl interest of unions (Davidsson 2011;
Davidsson and Emmenegger 2011).

In Central and Eastern Europe, we can see a tubnch resembles that of the LMES
(see figure 2. There has been a slight reregulation from low [Eé initial regulation of
temporary work and a slight deregulation of emplewtprotection for regular workers. This

is mainly due to the across-the-board reformsweat made in Slovakia (see below). Thus,
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low-regulation countries in respect of temporaryrkydoth in LMEs and in Central and
Eastern Europe, have seen a slight reregulatiowé\siill see below, this is mainly due to

the transposition of the EC directive on fixed-temork 2
- Figure 2 about here -

2. Reform types

Having outlined the major trends in labour markeliqy reform, the second part seeks to
capture the underlying variation by identifyinget sf additional reform types (see table 1).
The reforms will be described and contextualisedafsmaller number of countries, for each

identified type. The prevalence of the reform typas be seen in the table below.
- Table 1 about here -

The first section discusses the typical two-tieforms in Western Europe. In these
countries, the employment protection for regularrkeos has remained more or less
unchanged whereas there has been a substantiglligien of temporary work. We can see
this type of reform in France, Germany, Sweden{ugal, Greece and the Netherlands. The
next section focuses on a similar development cégldation of temporary work in countries
where there is a low regulation of regular emplogmas in Italy, Belgium and Denmark.
This is surprising since we should expect thatelveas less need for temporary employment
in these countries. It seems like the deregulatias driven by strong reform pressure created
by high unemployment rates, especially among thengaohort. In the next two sections, we
will look at countries where there has, in contrégten a reregulation of employment pro-
tection for temporary workers. First, using Spasnaam example we look reregulation as a
response to very high levels of temporary employim&acond, we discuss the reregulation
in Central and Eastern Europe which primarily wassponse to the accession to the EU in
2004 and the transposition of the EC directiveigad-term work. Third, we will look at the
across-the-board reform in Slovakia. This is exydi by national political factors such as a
radical government and weak unions. The last refdemnegulation of employment protection
legislation for regular work, which can be seerAirstria and Finland, will not be covered

apart from the information in table 1 above.



Typical reformsin the West: two-tier reforms

The rise in unemployment in the 1970s did not albateinstead continued throughout the
1980s leading policy makers to begin searchingnfiore radical solutions. It was in this

context that discussions began about the need &ing labour markets more flexible. In

most countries, the reforms that were introduceth@following decades, however, focused
only on deregulating temporary work while keepingrenor less unchanged the legislation
on regular work. This type of reform was prevaler®t,mentioned in the previous section, in
the majority of Western European countries.

In France there was a large public debate abeuibility in 1984 as well as negotia-
tions between the social partners about labour etagéorm. After negotiations between the
social partners had failed, the social-democratieghment decided to legislate on the issue
of fixed-term contracts (outside TWAS): limitingsteictions on use and extending duration to
24 months (otherwise 6/12 months) with administetauthorisation. The conservative
government that took over in 1986 went further datating the employment protection for
both regular and temporary workers. The part of t#®rm that concerned fixed-term
contracts removed all restrictions on use and i@mh one to two renewals, making it in
practice possible to conclude such contracts for n2dnths. With regard to regular
employment, the deregulation entailed the abolistiméthe administrative authorisation of
dismissal, but it is important to note that thid diot remove the employment protection for
regular workers but rather transformed the existdgninistrative regulation into judicial
regulation’ Thereafter, no major reforms were concluded exaeft990 when fixed-term
contracts were reregulated: restrictions on use waintroduced and maximum duration was
shortened from 24 months to 18 months. The negmtsbetween the social partners, which
began in 2008, made little progress both with régaremployment protection for regular
and temporary workers (Cahuc and Zylberberg 2008)the whole, the reforms in France
have been focused on deregulating fixed-term cot#réDavidsson 2011; Davidsson and
Emmenegger 2011).

In Sweden, the discussions about the need foeased labour market flexibility coin-
cided with the sharp rise in unemployment, an ¢fétédhe financial and economic crisis in
the early 1990s. The major reforms have also heémaply concerned the regulation of
temporary work. In 1993, TWAs were legalised. Conoey fixed-term contracts outside
TWAs, as was the case in France, the social-defiocgavernment stepped in after

negotiations had failed between the social partaecs introduced legislation in 1997. The
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reform entailed an increase in the maximum duratiom 6 to 12 months (18 months for
first-time hires), and made it possible for thestfitime for collective agreements at the firm-
level to derogate from legislation with regard itcefl-term contracts. The next major reform
was introduced by the conservative government i06Z¥. The reform extended the
maximum duration for fixed-term contracts to 24 nisnand removed all restrictions on use.
In addition, as was the case in the 1990s, thesisdua deregulation of the employment
protection for regular workers was discussed betwie social partners in 2008, but no
headway was made (Davidsson 2011; Davidsson andeBegger 2011).

In Germany, the major deregulation of temporarykitook place in 1985, 1994, 1997,
2002 and 2004 (see also Ebbinghaus and Eichor€i)200e first deregulation efforts in
1985 included the extension of the maximum duratorfixed-term contracts inside TWAs
from three to six months. The reform in 1994 extghd to nine months. The regulation of
TWAs was also loosened. In 1997, more renewals \adosved for fixed-term contracts
outside TWAs. Renewals and duration was extendegtidufor the long-term unemployed.
In 2002, fixed-term contracts outside TWAs were matbre flexible for older workers and
the maximum duration for fixed-term contracts ieSiblWAS was extended to 24 months. In
2004, fixed-term contracts outside TWAs were exéehtb four years for start-up companies.
In 2000, there was a reregulation of temporary egmknt. In response to the EC directive,
restrictions on use were introduced for the udéxetl-term contracts outside TWAs.

In Portugal, the deregulation of temporary emplegimwas made in 1995, 2003 and
2007. In 1995, the social partners agreed to waahgiing reforms which included a liberali-
sation of TWAs and an extension of the maximum tlmafor fixed-term contracts. In
response to the EC directive, duration was thenaed to three years in 2001. In 2003, the
maximum duration was extended again for certaiegypf contracts to six years. The maxi-
mum duration for fixed-term contracts inside TWAasiextended in 2007 from 12 months to
24 months. While the employment protection legistatfor regular work has also been
deregulated during the period, Portugal still sabeehighest in Europe in this dimension and
it is difficult, therefore, to describe the refotrend as a gradual across-the-board reform.

In Greece, the legalisation of TWAs takes placd988 and 2001 and the regulation
was further liberalised in the 2003 reforms. Fixedn contracts outside TWAs were allowed
for hikes in demand in 1990 and was further liiseal in 2003.

In Netherlands, the major reform deregulating terap/ employment was made in

1999. The regulation on maximum duration of fixeddt contracts was lifted and TWAs



were liberalised. In 2002, in response to the B€adtive, maximum duration was cut again to
three years.

Deregulation of temporary work in countrieswith low-regulation of regular work

This section looks at some counter-intuitive referrin three low-regulation countries in
relation to employment protection for regular wagkethere has also been a deregulation of
temporary work: in Denmark 1995, Belgium 1997 atalyl 1997 and 2001. The major
justification for the reforms seems to have beeamn lilgh levels of youth unemployment,
focusing the reform of facilitating labour marketry. In Denmark, the reform concerned the
legalisation of TWAS, in Belgium it concerned printyathe deregulation of the use of fixed-
term contracts, by decreasing restrictions on ugkl®y allowing renewals, and in Italy it
concerned both the legislation on fixed-term catraand TWAs. Another important aspect
is that the regulation on temporary work was reddyi strict in relation to other Western
European countries prior to the reforms.

The explanation for these counter-intuitive reformaspartly a question of reform
pressure and partly due to initial regulation. lenhark, the regulation of employment
protection is flexible since no legislation wasraauced in the 1970s in contrast to the
development in most other European countries (Eneggaer 2009). In contrast, hiring
workers through temporary work agencies was higésgricted. In other words, this was the
only area that a deregulation of employment praiaatould target. In Belgium, employment
protection legislation regarding fixed-term contsawas comparatively much more strictly
regulated than regular contracts (Ochel 2008).olih lof these countries, the reason seems to
have been increasing reform pressure in the formmgif (youth) unemployment which was
channelled towards existing areas of strong reguiatn Italy, there were political voices
who wanted to deregulate the employment protectlsa for regular workers (Art. 18§,but
the legislation was defended by the unions via rsdees. In that sense, the Italian reforms
are more akin to the two-tier reform type describethe previous section. Below follows a
more detailed description of the Danish and Itatefiorms.

In Denmark, the unemployment rate had continuotisgn from 2 per cent in the early
1970s to 12 per cent in 1994. In response, suaeetsit-coalitions carried out a broad re-
form of labour market policy, in particular cuts the duration of passive unemployment
benefits and increased focus on activation (EIRB7&9 Kvist 2003; Andersen and Svarer
2007; Ochel 2008). The reduction of restrictiongareling temporary work agencies should

be seen as part of these efforts to address the afshigh and persistent unemployment. The

8



first reform took place already in 1990. More imjamitly, the reform in 1995 involved an
increase in the scope of activities of temporaryknagencies and their recognition by the
social partners.

In Italy, there have been consistent high ratesnéimployment oscillating between 9-
12 per cent and very high youth unemployment ratearound 30 per cent. Italy has also
stood out in respect of their very low employmeaties (OECD 2009). In response, there
have been a larger number of reforms particulartu$ed on labour market entry. In 1987, a
wider use of fixed-term contracts was made posshalé which were regulated by collective
agreements in terms of restrictions of use and mawi allowed share in firms. The next
reform, the so-called Treu reform in 1997, hadd#skground in the 1993 pact with the social
partners in which they had agreed to a deregulaiforemporary work put under pressure
from the economic crisis. The 1997 reform, introeilidoy the left-coalition, included the
legalisation of temporary work agencies and easinggulations of apprenticeships and an
end to the automatic conversion of fixed-term imégular contracts at the end of their
duration. From 1998, fixed-term contracts are albowed in the public sector. In 2001, the
EC Directive on fixed-term work was transposed iltédian law. It had two consequences.
The restrictions on use were eased, but at the samethe maximum cumulated duration
was limited to three years for fixed-term contradibe Biagi reforms by the conservative
coalition in 2003 extended the use of temporarykvagencies and introduced new types of
fixed-term contracts, including on-call contracts.

Below, the focus shifts from the deregulationeshporary work to two opposite reform
types: reregulation in the context of high leveisemporary employment and in the context

of initial low levels of regulation.

Reregulation in countrieswith high levels of temporary employment

While in most countries, as described above, the in unemployment led to a deregulation
of temporary work, in Spain we can see the oppdsatad of reregulation. While unemploy-
ment was rising, the sheer amount of people in tgarg employment created a strong
pressure for the reregulation. This has also bemsaribed as a situation where the median
voter can be found among those in non-standards@fnemployment, i.e. temporary or part-
time employment (e.g. Ochel 2008). We should nbt¢ & reregulation, however, did not
take place in the case of Greece which also hadhigh levels of temporary employment in
the 1980s, or in Portugal and Poland in the 20@@stadrom the transposition of the EC

directive (see below).



The first democratic governments in the late 190$ early 1980s took over the strict
employment protection legislation from the Francetatorship with the exception of
overturning the ban on unions and giving them ai@ant position in the collective bar-
gaining system and in the administration of disalssThe strict legislation meant that
regular contracts at the time represented more 90aper cent of all employment contracts
(Bentolila et al. 2008). In 1984, the governmerttaduced a new contract, a temporary
employment promotion contractdntrato temporal de fomento del emplewhich in
practice removed most restrictions on the usexefdfterm contracts. The maximum duration
was expanded to three years, with a minimum lirhgio months. In addition, the severance
payments associated with fixed-term contracts wewueh lower than for regular contracts.
The effect was dramatic. Temporary employment fom® 8 per cent in 1984 to 34 per cent
in 1992 (OECD 2009).

In response, a series of reforms were introdunetthe 1990s and 2000s that had the
aim of limiting the use of fixed-term contracts.1892, the minimum duration was extended
to one year. In 1993, the maximum duration of frajncontracts was reduced from three
years to two years. In 1994, the temporary emplognpeomotion contract was abolished
except for certain categories of workers (e.g.disabled). The remaining contract-types had
restrictions on use. On the other hand, fixed-teomtracts were allowed for three years for
start-up firms and temporary work agencies weralisgd. In 1997, the fixed-term contract
for start-up firms was abolished and for some @mt$ restrictions on use were tightened:
temporary contracts concluded to respond to proaluateeds was reduced to six months
(within twelve months). However, they could be exted to 18 months through collective
bargaining. The number of training contracts shdaddset by collective bargaining (EIRR
1997b). In 1999, equal pay was introduced for trers@loyed by temporary work agencies.
In 2001, restrictions on use were further tighteaed provisions regarding equal pay and
working conditions were introduced. In 2006, woskevho had more than 24 months of
employment in the same firm within a 30 month pgfi@came entitled to a regular contract.
The government also offered a three-year annuasidylnf EUR 800 for all temporary
contracts converted into regular contracts (OEC0920

During this period, the promotion of regular enypient also included the lowering of
dismissal costs for regular contracts by extendivg acceptable reasons for dismissals in
1994 and by introducing in 1997 a new type of ragebntract for vulnerable groups on the
labour market, in particular the temporary emplgyglich have lower severance payments.

As in the case of Portugal it is, however, diffidal argue that these reforms would add up to
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a gradual across-the-board reform since the emmayrprotection legislation for regular

work still is substantial.

The reregulation of temporary work in countrieswith low initial regulation

From figures 1 and 2 above, it is clear that thgulation of temporary employment was
much softer in the LMEs, Ireland and the UK, andhie EMEs, the Central and Eastern
European countries. One could assume thereforejttheuld generate a push towards re-
regulation. However, many of the reforms have bessociated with the transposition of the
EC directive (1999/70/EC) on fixed-term work (odesiTWAS) into national law which took
place in Ireland and the UK in 2003 and 2002 respely and in the Central and Eastern
European countries just prior to or upon accesgigthe European Union on 1 May 2044.
Second, fixed-term contracts inside TWAs were fregulated in the early 2000s in the
EMESs, which shows up as a reregulatidithis section will focus on the development in the
EMEs, illustrated by the case of Poland, whichnseaample of both of these two develop-
ments.

In the Polish Labour Code, which was put into pldaring the first years of transition,
there were no limitations on the renewal of fixedht contracts (outside TWASJIn 1996 a
restriction was introduced regarding the numbaealloived renewals (Surdej 2004). The new
provision stated that two renewals were allowed fixed-term contracts, but that a third
renewal automatically transformed it into a regaantract. The new wave of deregulation in
the 2002 reforms then repealed this provision (&pi009, 195). The transposition of the
EC directive into national law reintroduced in 204 restrictions on renewals that was in
place before the 2002 reforms, but included adfsexceptions (see table below). None-
theless, Poland is the only country which does m@te legislation on the maximum
cumulated duration of fixed-term contracts (outsi@/As). In addition, the law only
regulates one type of fixed-term contracts andusled contracts for trial periods and con-
tracts for specific work (Hajn 2005). In referertcethe EC directive, however, the Polish
Supreme Court has ruled that these contracts sinotlde excessive in length (Spieser 2009,
195). Considering that they very high levels of pemary contracts in Poland did not de-
crease after 2004, it is questionable whether thdseys have had any real effects.

The EC directive (1999/70/EC) on fixed-term wonktpits focus on two issues: the
application of the principle of non-discriminatitketween fixed-term and regular work, and
the prevention of abuse arising from the use ofsssive fixed-term contracts. The European

Parliament called for the Council to approve theeament but remained critical, it “re-
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gretted to note that the agreement covers onlyessoge employment relationships, that the rules
designed to prevent abuse through successive féered-contracts contain no qualitative or
guantitative obligations, and that no provisiommiade for priority access to jobs created or fos¢he
workers to have access to appropriate vocatioaalitg.”* The lack of scope and force in the
directive can be explained by it being based oramEwork Agreement which is by nature a
compromise between the social partners. Furtherntioeeprovisions of the agreement them-
selves allow for flexibility in the transpositiori the directive to national law. The provision
on the prevention of abuse (clause 5), for exangilews countries to choose from three dif-
ferent measures: objective reasons justifying grewal of fixed-term contracts, maximum
cumulated duration, and fixed number of renewalsd,An relation to both provisions, the
social partners should be involved in the trangmrspf the directive (1999/70/EC).

The flexibility of the EC directive helps explaihe variation we can see in the regu-
lation of temporary work, especially in the EME#eTfocus will be put on the provision on
the prevention of abuse since the provision on letteatment is more dependent on the
judgements of national courts. In the LMEs, bo#idnd and the UK introduced maximum
cumulated duration of fixed-term contracts. In HMES, the picture is more varied (see table
2). All countries except Poland have introduceditaiipn with regard to maximum duration
in the national legislation. However, in all couasrthe maximum duration can be exceeded
for a number of defined types of contracts. In &ddj in Slovakia and Slovenia (as in
Sweden and the Netherlands) collective agreemdluw d&or the derogation of national
legislation. On the contrary, it is only Polandtthas limited renewals. In Slovakia, as we
will see below, the introduction of maximum cumeldtduration coincided with a more pro-

found deregulation including for example the ligtiof the limit on renewals (EC 2008).

- Table 2 about here -

The OECD EPL index is composed of two subindicattive regulation of fixed-term
contracts inside and outside TWAs. Some of thegridagion that shows up in figures 1 and 2
above has to do with the regulation of fixed-tewntcacts inside TWAs which is not covered
by the EC directive (1999/70/EC). In the EMEs, TWAare legalised only in 2004 (Coe et
al. 2006). Hence, this produces a strong reregylatffect in the index. In Poland, for
example, the index jumps from 0.5 to 2.5. The deion between the regulation of fixed-
term con-tracts inside and outside TWAs will becdssed further below, but first the last

reform type, across-the-board concurrent dereguiatiill be presented.
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Across-the-board concurrent deregulation

There have been three instances where the legislati regular and temporary employment
has been concurrently deregulated: in Spain 1984iraslovakia 2003. The focus here will
be on Slovakia. The reform of the regulation of penary work in Spain went in both
directions: fixed-term contracts inside TWAs wererdgulated while fixed-term contracts
outside TWAs were reregulated.

In Slovakia, the broad bipartisan coalition whiclok over in the midst of economic
crisis in 1998 began discussions over a refornmefemployment protection legislation. The
result was first a reform of the labour code ingehby the left-wing government party which
strengthened the regulation of working hours, birmd firing procedures and increased the
role of unions, who were givende factoveto in dismissal procedures. With regard to fixed
term contracts the maximum cumulated duration veddcthree years. However, before it
was introduced in March 2002 an amendment was ragdtbetween the coalition parties
which relaxed the provisions on working hours whid¢aining unions’ veto power (Jurajda
and Mathernové 2004).

The conservatives took over in the 2002 electand quickly pushed through a reform
of the labour code, introduced in May 2003, affegtboth regular and temporary employ-
ment. Regarding the regulation of temporary wosstnictions on the use of fixed-term
contracts were relaxed and restrictions on thewahef fixed-term contracts were removed
(outside TWAs). Regarding regular work, unions ldiséir veto, the notice period for
dismissals were shortened and severance paymerddiméed to two/three months (Jurajda
and Mathernové 2004).

According to Jurajda and Mathernovéa (2004), thecaorent deregulation of both re-
gular and temporary employment was made possiblthéycombination of strong reform
pressure (unemployment was at about 18 per cerdh figher than in the other EMES), by
the popular support for the conservative governmmeatnifested in the 2002 elections, and

by the weak position of unions in Slovakia in comg@n with the other EMEs.

3. Theregulation of fixed-term contractsinside and outside TWAs

In the reforms described above, there have beésldége changes both with regard to fixed-
term contracts concluded inside and outside TWAghis last section, we will move away
from looking at different reform types, in whichetlregulation of temporary employment

combines both of these two types of fixed-term w@wis. Instead, we put the focus on
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bringing out the variation that exists between ¢haent regulation on fixed-term contracts
applicable to a situation when an individual isehidirectly by an employer and a situation
when he-/she is employed by a TWAThe OECD EPL index makes include this distinction
in their subindicators to the regulation of temppmmployment (see note 2). Figures 3 and 4

show the development in regulation over time.

- Figure 3 and 4 about here -

The distinction between the regulation of fixedatecontracts concluded inside and
outside TWAs is interesting to note in itself assitarely done in the literature. The distinc-
tion is especially important to make if the stringg of the regulation differs between the two
areas, i.e. if TWAs face more or less regulati@iative to other employers. Antoni and Jahn
(2009) has shown that the deregulation of fixediteontracts inside TWAs in Germany has
had an effect on the job tenure in the temporargleyment sector. The same reforms with
regard to fixed-term contracts outside TWAs mighvé had a different effect since the
regulations are stricter in this area.

The focus in the survey of national legislatioreganted in table 3, has been limited to
maximum cumulated duration. The other two possiftiicators included in the document-
tation of the LABREF database are restrictions se and requirements of equal treatment.
However, the motivation for not including thoseigators is, first, that most of the variation
seems to be found in relation to maximum duratéorg second, that the other two indicators
often are more dependent on court decisions inmigdementation and are thus liable to be
less valid indicators of actual regulation. Howesso maximum duration can be subject to
court rulings and the information presented belbautd therefore be read critically.

The table below shows that the stringency of raguawith regard to maximum
cumulated duration of fixed-term contracts differéhe majority of countries between fixed-
term contracts concluded inside and outside TWAger@ll, fixed-term contracts outside
TWAs seem to be more strictly regulated than fiteun contracts inside TWAs. One key
explanation for this variation is the fact that #@ directive on fixed-term work only applies
to fixed-term contracts outside TWAs. The EC directon temporary agency work
(2008/104/EC), which deals with fixed-term contgacbncluded inside TWASs is a separate
regulative instrument, which in contrast to theediive on fixed-term work does not address

the issue of the prevention of the abuse; it “... @ako commitment in favour of the stabili-
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sation of temporary work relationships providedtigh successive contracts.” (Countouris
and Horton 2009, 338)

- Table 3 about here -

An important qualification to the argument abosethat fixed-term contracts outside
TWAs are much more important in terms of numbebsed-term contracts inside TWAs
range between 1.4 and 2.3 per cent of total empdoynm the EU-15 in 1999 (Storrie 2002).
In comparison, the total share of fixed-term cartgan the EU-15 was in 2000 about 15 per
cent (Eurostat). Nonetheless, temporary agency waskgrown over the last decade up until
the economic crisis in 2008. Ciett (2011), the im&ional Confederation of Private Employ-
ment Agencies, has shown that the market penaitiiio Europe of TWAs has increased
from 1.1 per cent in 1998 to 2 per cent in 2007 Thuntries with the highest penetration of
TWASs in Europe are: United Kingdom (3.6 %), Netheds (2.9 %), Germany (2.9 %), Bel-
gium (1.7 %), France (1.6 %), and Austria (1.4 %).

4. Conclusion

The ambition in the article has been to make safste variation that exists in labour
market reform by, first, identifying the universkereform types and to analyse the regulatory
and political context in which the reforms wereraatuced, and second, by highlighting the
variation that exists within the regulation of tesngry work between contracts concluded
inside and outside TWASs.

Looking back on labour market reforms from the h880s to the present, there are
first some broad trends that warrant our interesCMEs/MMESs, which have had a higher
initial level of regulation, the main trend has beé®o-tier reforms. In contrast, in LMEs and
in EMEs, which shared low initial levels of regudet for temporary work, there has been a
reregulation of such work. While the former treraktbeen driven by domestic factors, i.e.
strong reform pressure emanating from high levélsnemployment, the latter trend is pri-
marily the result of the transposition of EC direes.

These two broad trends make out two of the reftypes presented in the article. To
capture the underlying variation, we have iderdiffeset of additional reform types (see table
1). First, a distinction can be made between two4teforms in countries with high or low
levels of employment protection legislation for ukag work. Second, in Spain we have seen

a reregulation which was based on political refgmrassure emanating from the very high
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levels of temporary employment. Third, in Slovakia have seen an example of a single
reform which simultaneously deregulated both terapoand regular work. Finally, in Fin-
land and Austria there has been a deregulatiomigftbe employment protection legislation
for regular workers.

Analytically, after having mapped the variationlatour market reform, it is possible
to draw some tentative conclusions about the effetthe regulatory and political context in
which the reforms have been made. First, lookinthatregulatory context the main trend is
one of deregulation. The regulation of temporaryrkvibas been made less strict in most
countries apart from those which had very low |swdl initial regulation, the LMEs and the
EMEs. A case in point is the lack of regulationTaVAs in the EMEs. The employment
protection legislation for regular work has, on titber hand, remained unreformed in most
countries. Interestingly, this holds true for bdtigh- and some low-regulation countries
(Italy, Belgium and Denmark, but not Ireland and thK). This finding challenges the view
that the deregulation of temporary work only tagksce in countries with high regulation of
regular work. The two countries where we can seeragulation of the employment pro-
tection legislation for regular work, Austria anéhlend, both share initial low levels of
regulation of temporary work. A tentative inter@téin could be that the combination of high
levels of regulation of regular work and low levelsregulation of temporary work leads to
pressure to deregulate the legislation on regutak w

The fact that the employment protection legislafionregular work has remained un-
reformed throughout the period in both high- anchedow-regulation countries suggests the
importance of political explanations. In the liten@ on two-tier reforms, explanations have
focused on the vote-maximising strategies of pualtiparties and unions’ defence of their
organisational interest. The across-the-board mefar Slovakia has been suggested to result
from a combination of strong reform pressure, aceddyovernment and weak unions. The
reform of the regulation of temporary work can beplained by a number of factors.
Deregulation is often a result of strong natiomdbrm pressure resulting from high levels of
(youth) unemployment. In Spain, in contrast, nalaeform pressure from very high levels
of temporary employment spurred a reregulationeafigorary work. In the LMEs and the
EMEs, reregulation has either been a result ofrdmesposition of EC directives into national
legislation or of the legalisation of TWAs.

In the last part, the regulation of temporary waks disaggregated into two categories,
fixed-term contracts concluded inside and fixedrtezontracts concluded outside TWAs.

This type of variation has seldom been coverecheliterature. Taking this variation into
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account, it is possible to disentangle to what mxtbe regulation differs between the two

types of temporary workers and how they are resprgtaffected by a particular reform.
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1. EPL Reforms - CME/MMEs and LMEs
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Source: OECD (Indicators EPR_v1 and EPT_v1)
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3. EPL reforms - FTCs inside/outside TWAs
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4. EPL reforms - FTCs inside/outside TWAs

1,4
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Source: OECD (TEMPORARY1, outside TWAs; TEMPORARY2_v1, inside TWAs)
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1. Reform types

Regulatory context Political reform pressure Reforms Countri
Regular Temporary | EU-level* National- Regular | Temporary
work work level** work work***
1. Two-tier reformsn | High High X - FR, GR,
high-regulation GE, NE,
countries PT, SE
2. Two-tier reformsn | Low High X - BE, DK,
low-regulation IT
countries
3. Reregulatiorof High High X - + SP
temporary work in
countries with high
levels of temp.
employment
4. Reregulatiorof Low Low X + UK, IR,
temporary work in PL, CZ,
countries with low HU
regulation of
temporary work.
5. Concurrent across- | High Low X - - SK
the-board reform
6. Deregulationof High Low X - AT, FIt

regular work in
countries with low
regulation of
temporary work.

*The two EC directives (1999/70/EC); (2008/104/B€Jhe reform pressure on the national level vabesveen countries
and revolves around the following issues: high leeé unemployment, problems of labour market e(youth
unemployment), high levels of temporary employmant] government partisanship *** No distinctiomsde here
between fixed-term contracts inside and outside BWA his reform type is not presented in detaiAlistria the
employment protection legislation for regular wereis deregulated in 2003; the reform transformedéverance pay
legislation into a system of individual savings @auts (OECD 2004). In Finland, the deregulation émwatsiled a gradual
shortening of the notice period in three reform4981, 1996 and 2001.
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2. Legidation on max. duration of fixed-term contracts (outside TWAS) in EMEs after the EC
directive on fixed-term work

Maximum cumulated

Maximum renewals

Objective reasons

Derogation in coll.

duration extending duration agreements
Czech Republict | 2 years. Break of >6 Unlimited within the | Older employees; No
months opens up fora | 2 years. academic employees
new period. and serious
operational reasons.
Allow FTCs to
exceed 2 years.

Hungaryt 5 years.* Break of >6 Unlimited within the | Employees in No

months opens up fora | 5 years. executive positions;

new period. employees working
with “official
approval”

Polandt Nott 2 Temporary replace-| No
ment; seasonal work;
specific work; during
trial periods. Allow
for more than 2
renewals.

Slovakiat 3 years. Break of >6 Unlimited within the | Replacement ofan | Yes

months opens up fora | 3 years. employee; temporary
new period. increase in workload
of max. 8 months;
result-based task.
Allow FTCs to
exceed 3 years.
Sloveniat 2 years** Break of >3 Unlimited within the | Managerial staff; nont Yes, for small firms.

months opens up for a
new period.

2 years.

citizen; replacement
of temporarily absent
worker; elected and
appointed officials.
Allow FTCs to
exceed 2 years.

Negotiated at firm
level.

Source: EC 2008ttp://ec.europa.eu/social/main.jsp?catld=706&ldrgh&intPageld=199 With the same employer **

For same worker and for the same job. Transitipeabd: 3 years until 2007 (large firms), 2010 (Brfiams) T
Transposition date (all before accession to theoEW May 2004): Czech Republic 1 March 2004; Hupdaduly 2001
and 1 July 2003; Poland 14 November 2003; Slovédianuary 2003; Slovakia 2003 and 2004. 1 N.Bt tfireaSupreme
Court has ruled in reference to the EC directiv BT Cs should not be excessive in length.
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3. Legidation on maximum duration fixed-term contracts (FTCs) inside and outside TWAs

FTCs FTCs (TWA)

Austriat According to case law renewal leads to the No limit regarding maximum duration and
contract being transformed into an opened-endedciumber of renewals if concluded for objective
contract unless objective reasons justify the reasons.
renewal of the FTC.

Belgium*** Maximum duration is limited to 2 yearer 3 Restrictions: replacement of absent workers,

years with the authorisation of the social and
labour inspectorate. With objective reasons

(replacement, temporary increase in workload ¢
there are no limits to maximum duration.

temporary increases in work load, or exception
work. Duration is respectively: 6-12 months; 18

tehore if extended by collective agreement; 3
months.

Czech Republic

Maximum duration is 2 years.

Maximduration is 2 years.

Denmarkt No limit on maximum duration in legislatio No legislation, but regulation in collective
Collective agreements and court rulings indicate agreements. Court rulings suggest 4-5 renewal
that maximum duration is between 2-3 years afterequire notification procedures (no information
which notification procedures are required. court rulings on maximum duration).

Finlandt No limits regarding maximum duration, bt No limits regarding maximum duration, but for
successive contracts they can be subject to successive contracts they can be subject to
examination by the court. examination by the court.

France The cumulated maximum duration is set at 18| Maximum duration is set at 18 months, but vari
months, but varies between 9 and 24 months | between 9 and 24 months depending on the re
depending on the reason for its use. FTCs not | for its use. Not allowed until after 6 months
allowed until after 6 months following dismissals following dismissals for economic reasons.
for economic reasons.

Germany Maximum duration is set at 2 years, andatsy | No limit of maximum duration.
for newly created enterprises during their first 4
years, and 5 years for workers over 52 years old
who are unemployed since at least 4 months. |f
there is an objective reason the contracts can be
renewed further.

Greece The maximum duration is 2 years after witieh | Maximum duration is 8 months with 1 renewal
FTC is transformed into an opened-ended (total duration 16 months).
contract.

Hungary The maximum cumulated duration is 5 years. | No limit on duration.

Ireland The maximum cumulated duration is 4 years. | No limit on duration.

Italy The maximum cumulated duration is 3 years. 0 likit on maximum cumulated duration.

However, maximum cumulate duration can be g
by collective agreements.

Netherlands

The maximum cumulated duration is 3syea
Collective agreements can derogate from natio
legislation.

After the first year, 8 renewals are allowed, eac
ndbr 3 months. Maximum cumulated duration is 3
years after which the contract will be transformg
into an open-ended contract with the agency.

Poland No limitations on maximum cumulated duration The maximum duration is 1 year. For the
replacement of absent workers it is 3 years.*
Portugal*** The maximum cumulated duration is 3 geavhen| No limit on maximum duration.
there is a fixed date of termination and 6 years
when there is no fixed date of termination.
Slovakia Maximum cumulated duration is 3 years. No limit of maximum duration.
However, when there are objective reasons there
is no limit on duration.
Slovenia Maximum cumulated duration is 2 years€@rg | Maximum cumulated duration of 1 year.
for SMEs up until 2010)
Spain The maximum duration depends on the reagor] fido limit on duration in case of substitution and
its use. For temporary increase in workload: 6 | contract related to a specific task. Contracts for
months (12 if neg. in collective agreements); fof temporary increase in workload are limited to 6
other reasons, no limitation, but if the worker hasmonths and contracts covering temporarily a pa
been under contract for 24 months within a peripduring a selection process are limited to 3 mont
of 30 months, it is transformed into an opened-
ended contract. Training contracts: max. 2 years
(3 years by collective agreement); for workers
with disability: 3 years. For replacement contragts
for workers close to retirement: 5 years.
Sweden** Maximum duration is 2 years. Collective rBXion decided in collective agreements.
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agreements can derogate from national legislatjon.

United Kingdom | Maximum cumulated duration is 4 yeafter No limitation of maximum duration.
which the contract will be treated as a opened-
ended contract.

Source: EC DG Ecofin LABREF Databalsttp://ec.europa.eu/economy_finance/db_indicatmoséf/index_en.htm the in-
formation is based on the adherent documentatidmimg national legislation; EC 2006, 2008 * Thdarmation in Poland
has been complemented since the information irdde@imentation did not match the movement of the DEEPL index
with regard to FTCs in TWAshttp://www.eurofound.europa.eu/eiro/2003/08/inbakf308103n.htnt* Sweden is not in-
cluded in the LABREF documentation. Instead nafiswurces have been used. *** Belgium and Portidad have
minimum duration of FTCs: 3 months and 6 monthpeetvely. T N.B. the strong role of the courtdtiase two countries.
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! Regular work refers to open-ended contracts amgdeary work to fixed-term contracts. The relev@mCD
indicators are: EPR_v1 and EPT_v1. With regardRd Ev1, see note 2 below. EPR_v1 concerns dismissal
protection for workers in regular employment andasposed of three subindicators: (1) procedural
inconveniences of individual dismissal of employeasegular contracts (item 1-2); (2) notice angesance
pay for no-fault individual dismissal (item 3-43)(difficulty of dismissal (item 5-8).
www.oecd.org/employment/protectidrccessed 2010-11-12.

2 The relevant OECD subindicators are: TEMPORARYd aBMPORARY2_v1. Together they make up the
indicator EPT_v1. TEMPORARY1 is composed of thiteenis: (1) valid cases for use of fixed-term contac
(2) maximum number of successive fixed-term con#;g8) maximum cumulated duration of successixedi
term contracts. TEMPORARY?2 is composed also ofehtems: (1) types of work for which temporary work
agency employment is legal; (2) restrictions on banof renewals of temporary work agency contrg&fs;
maximum cumulated duration of successive temporamnk agency contracts.
www.oecd.org/employment/protectidrccessed 2010-11-12.

® http://ec.europa.eu/economy _finance/db_indicatmioséf/index_en.htmccessed 2010-12-03.

* The included countries are: Austria, Belgium, CzBepublic, Denmark, Finland, France, Germany, Grgec
Hungary, Ireland, Italy, Netherlands, Poland, Pgatu Slovakia, Slovenia, Spain, Sweden, United Korg.

For national reforms, the article makes use of @#eCD EPL-indicators, a new database constructecbin
operation between Fondazione Rodolfo DebenededtilZ2A (Not yet published onlineattp://www.frdb.org,
features and news articles from the European IndusRelations Review, and secondary literaturer Fo
information on the transposition of the EC direetion fixed-term work (1999/70/EC), the article eslion
publications by the EU Commission EC. 200Bommission Staff Working Document. Report by the
Commission services on the implementation of COUNQitective 1999/70/EC of 28 June 1999 concerning
the Framework Agreement on Fixed-term Work conduog ETUC, UNICE and CEEP (EU-155C. 2008.
Commission Staff Working Document. National LegjmaTransposing Directive 1999/70/EC on Fixed-Term
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Work in the EU 10 For information on regulation regarding FTCsidesand outside TWAs, the article has
made use of Ecofin’s database LABREF:
http://ec.europa.eu/economy finance/db indicataloséif/index en.htmccessed 2010-12-03.

® The use of political-economy types from the Vaeigof Capitalism literature is justified since tigpology
includes labour market regulation.

6 Figure 1 and 3 includes data for the following minies — CME/MMESs: Austria, Belgium, Denmark, Finth
France, Germany, Greece, Italy, Netherlands, Palt&pain, Sweden; LMEs: Ireland and the UK.

" Figure 2 and 4 includes data for four EMEs: CzRepublic, Hungary, Poland and Slovakia. Slovenizois
available in the OECD index.

8 N.B. The regulation of employment protection fegular workers is stronger in the CEEC countries tin
the LMEs.

° While the large majority of reforms are coverecty OECD EPL-index there are a few exceptionstwme
reforms on temporary employment in France in 1985986 are not included while the reform concegnin
regular employment is represented in the indeXs%dso the case with the deregulation of temponaosk in
Italy in 1987.

19 Art. 18 in the 1970 Workers Statute stipulates, tinafirms employing more than 15 employees, amyker
deemed by the court to have been dismissed wifbetitause or a valid economic motive has a riglthioose
between monetary compensation (15 months of wage&)-iotegrationin the previous job, which also entails
that the employer must pay retroactive wages aaoiscontributions. This provision does not apythhose
employed in firms with less than 15 employees, whibose deemed to have been dismissed withoutguse
or a valid economic motive are only entitled to mstdmonetary compensation (set by the judge ated le
between 2.5 and 6 monthly wages, that can be isedeap to 10 monthly wages for those with more ttan
years of firm seniority, and up to 14 for thosehwitore than 20 years of firm seniority), unlessehgloyer
decides taehire the worker, thus establishing a new contract, efethe worker loses his/her previous
seniority (and no retroactive contributions nor esgre due).

1 The information on the transposition of the EGdiive is taken from: EC. 2008ommission Staff Working
Document. National Legislation Transposing Direeti99/70/EC on Fixed-Term Work in the EU BOr a
similar study of the EU-15 see: EC. 20@mmission Staff Working Document. Report by ther@igsion
services on the implementation of COUNCIL Directi®®9/70/EC of 28 June 1999 concerning the Framkwor
Agreement on Fixed-term Work concluded byt ETUQQENand CEEP (EU-15)

12|1n Western Europe, most countries had legalisegbteary work agencies earlier in the 1960s and 4970
(Netherlands, Denmark, Ireland, Germany, France, BEgium); in the 1980s (Austria, Portugal), andhe
1990s (Sweden, Spain, Italy). Finland and Greegalied such agencies in 2001 — Coe, Neil, Jendifens,
and Kevin Ward. 2006. Regulating Temporary Staffthg geographical unevenness of national laboukeba
legislation.Working Brief, University of Manchestér8).

13 |n addition, there existed a possibility for emygics to by-pass the Labour Code by using a sprial of
task-based contracts, so-called “civil contracthése fell under the Civil Code, which containedonavisions
on employment regulation and had been intendehémpendent workers. Statistically, these contraits
usually included in the self-employment categor@azes, Sandrine, and Alena Nesporova. 2088our
markets in transition: Balancing flexibility & sexty in Central and Eastern Europ&eneva: ILO. P. 46.

Yhttp://europa.eu/legislation summaries/employmend aocial policy/employment rights and work organi
sation/c10822 en.htri\ccessed 2011-04-12.

* N.B. TWAs can also hire on an open-ended contracts

16 Defined as the number of full-time equivalents sapplied by Ciett National Federations - divitigdhe
total active working population - as published bg tLO.
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