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LABOUR MARKET INSTITUTIONS AND LABOUR
MARKET PERFORMANCE IN THE EUROPEAN UNION

Michal TVRDON

ABSTRACT

The presented article deals with labour markeitingins and labour market performance in the Easop
Union. The first chapter is devoted to theoretieald methodological background of labour market
performance. Theoretical literature has createdtakinstitutional aspects such as employmentegtmin
legislation, structure of wage bargaining, taxatmflabour, active labour market policy, the system
unemployment and social benefits. All these aspaetsrmine the institutional framework of labourrke.
Theoretical literature also has defined labour maflexibility as an instrument for adjustment pees in
case of asymmetric shock. Attention is also paiohloence of these institutional aspects on empiegt or
unemployment. The second chapter is composed ofctimparative analysis of selected criteria and
corresponding economic indicators of the EU mem$tates. The author has chosen the method of
comparative analysis as the basic method for aclisimmy the goal of the paper - to analyse the lmbo
market institutions and their contribution to labaunarket performance in the EU member states. The
evidence shows that the labour market flexibilitythe Visegrad group countries is better than ayeerd old
EU-15 member states. However, this level of fldikipiis much behind the level of USA or Anglo-Saxon
countries. The main problem of Visegrad group igglterm unemployment and its composition and a towe
level of employment. The author assumes that impgpthese indicators is one of the most importask$

for political-economic authorities.

INTRODUCTION

New EU member states undertake to adopt singleayreuro in Treaty of Accession. Every candidate f
eurozone accession must fulfil Maastricht critehtost papers deal with the problem of nominal agal r
convergence. But there are more aspects which teabe analysed. The most important aspect is labour
market, especially its flexibility, although thisgect is not a component of convergence criteti@otetical
literature has defined labour market flexibility @s instrument which can be used for adjustmentge®in
case of asymmetric shock after country “s accedsimneurozone. We accent that autonomous monetary
policy will be no more available. The need for amalgsis of labour market flexibility rises in thertext of
eurozone accession.

1. ECONOMIC INTEGRATION AND LABOUR MARKET

Andersen (2001;8) presumes, according to the faotime equalization theoreniif trade liberalization
tends to imply equalization of relative productgas across countries then relative factor pricesiid@lso
have to be the same’ln practise, if European firms compete at the esgroduct market, use the same
technologies, face the same capital market, thegesvalso have to be the same. However, this prammp

is based on existence of perfect competition indpcd market and we can deduce specific impacts on
European integration process. Empirical studiesigeoevidence that the process of wage converghase
occurred — closer cooperation and more linked lssirrelations tend to imply tighter wage bindirgq

has raised dependence of their stature in thesgrated countries. This confirms the fact that tiesveen
national labour markets have come closer. But Goi(i®94) disagrees and argues that product markets
integration does not eliminate international diéfeces in the wage levels, which are the resulkistence of
specific labour market institutions in these coiastrOther authors who deal with this dilemma aaatihe —
Hunt (1994). They mention a universal opinion ttiet European integration process has only impeitdept
impact on labour mobility. Quod nota of fact in popt of this idea that anywhere, where liberaltsati
measures were adopted, no recognizable effects memerded. This is explained by the existence of
significant cultural and language barriers whiclpétde mobility of labour within member states of EBuit
after all European labour markets (subsequentlyewaand employment) are impressed by the integration
process. The authors use Calmfors-Driffill moded svestigate integration effects on labour market.



Effects depend on the level of wage coordinationegonomy (see Fig.1). According to hump-shape
hypothesis, increased foreign competition makes ltiimp more flat. The reason is increasing wagés an
implicitly price level. This will have significaradverse impact on employment and firm profits inecaf
existence of foreign competition and industry leskelvage bargaining (the incentives for wage réastrare
weak because all domestic competitors are expasesintilar wage increases, this wage-raising effect
obviously of lesser importance, the larger is bk to lose market shares to foreign competitdrsfase of
decentralisation or centralisation wage bargainthig, will be not affected by foreign competitione€ause

of competition between domestic firms in the ficse, and because of internalization of negative
externalities of wage increases in the second cds& important to distinguish between two diffat
aspects: (i) the effect on the flexibility of wagiesthe case of macroeconomic shocks and thus en th
cyclical sensitivity of employment and output; &fijithe effect on the equilibrium real wage lewasld thus

on equilibrium unemployment, or more loosely théeeff on the average real wage level and average
unemployment over the business cycle (see Calni2662).

In accordance with Haffner — Nickell — Nicoletti Scarpetta — Zoega (2005) it stands to reason that a
increase in product market competition will redtive rewards that unions are able to extract framsfion
behalf of their members. This could lead to a iimlmembership which would be reinforced if the fall
entry barriers to traditionally unionised sectad to an increase in the number of new non-uniansfi On
one hand if increased competition means that finenge to responds more rapidly to shocks, theypvéks

for more flexibility in employment contracts. Onetlother hand workers will feel that their jobs &&ss
secure and will press for more protection. Govemm@uld react by parallel reduction of employment
protection legislation strictness and rise of gesiy of unemployment benefits. As the result tbsts of
increased flexibility will be transferred to taxyeas.

Fig. 1: The impact of increased foreign competition
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Source:Calmfors (2002, p.332)

Bertola (2003) argues that institutional framewodd€slabour market function in the EU countries are
relatively stable and resistant to reforms. Thiglddoe a result or an effect of a fact that ecomamtegration
has not been completed yet and the advantagesesfatipation and flexibility have not been taken in
entirety yet. It is also a fact that removing bensiis associated with social and political pressi{mostly
linked with elections), which strength the resis&to reforms. Individual labour market performanoceEU
countries are different and differences in intdgratreform pressures influence them. Member states
implement various labour market policies. The défe countries” levels of economic development a&xpl
much of Europe’s heterogeneity. This argumentatsoorsupported by Haffner — Nickell — Nicoletti —
Scarpetta — Zoega (2005) who claim that movemenntfication has failed (a presumption was sigific
contribution to main economic goal: a reductiorhigh and persistent unemployment). The authorsabssk
questions if market integration, economic policg amonetary integration provide satisfactory incessifor
private subjects and member states to increasegetiimn pressure.

Unsatisfactory labour market performance has béanacteristic of Europe since CEurope is facing up
two problems (Bertola;16-17):



1. The need of social system reform (especially redndh generosity of unemployment benefits and
more strict conditions of qualifying);

2. Labour market legislation on European level is miggs advanced than fiscal or monetary policy.
The social and employment policy is almost compewubsidiary, left to intergovernmental
negotiation and subject to explicit unanimity reguients.

Partial conclusions result from these problems. fitst challenge is generated by increased intéynat
competition pressure (in and out of EU). This puesswill need re-configuration in terms of higher
flexibility and lesser protection which is (and Wvihot easy because workers calls for labour ptmeaill
increase in case of international competition. 8dcohallenge is generated by incompatibility iniovzl
policies, deregulation of international trade bemsi and member states” concerns in social area. A
consequence of these facts is unsatisfactory suppforeconomic integration enhancement, different
perception of questions by member states and s of what role the EU institutions should playcio-
ordination in this area.

2. European monetary union and labour market

First, it is necessary to determine institutionaniework of labour market in conditions of monetary

integration. We will analyse impacts of supply addmand shocks on economy in these boundaries.
Moreover, it is fundamental to distinguish betwesymmetric and asymmetric shock. De Grauwe (2003)
offers detailed study of this problem. The studgased on existence of two countries (A and B).

First, we will discuss impacts aisymmetric shock It is also important to know that two economic
conditions can happen: i) negative asymmetric shodountry A, which means reduced output of ecopom
and higher unemployment and ii) positive asymmetghiock in country B, which means a boom of economy
and decline of unemployment which also leads toargvpressures on its price level.

If the countries had not been in a monetary untbay( have national monetary policy tools to adjosthe
asymmetric shocks). According to De Grauwe courtrwould have been able to devaluate its currency
against the country B’s currency. The devaluatibrthe currency increases the competitiveness of the
country A’s products. This shifts the country Aggeegate demand curve upwards and in country B the
opposite occurs. The result is that country A willve the problem with higher unemployment and tyun

B avoids having to accept inflationary pressurethd countries had been in a monetary union, thay can

not use national monetary policy and the Uniontgre¢ monetary authority is paralysed becausestdry

one monetary tool to solve two different problerist lowers interest rate thereby stimulating agmgpte
demand in the country A, than it increases inflaiy pressure in country B. If, on the other haibd,
increases the interest rate so as to deal withnfetionary pressure in country B, it reduces aggte
demand in country A, and intensifies that countprablem.

Symmetric shock:in this case both economies will be hit in the satitection. If the countries had not been
in a monetary union, according to De Grauwe, idée#o spiral devaluate effect: countries try toseai
competitiveness of their products. To avoid thishdem cooperation of economy policies is necessary
which is difficult among independent nations. létbountries had been in a monetary union, this taoyne
cooperation is institutionalized and the centrahstary authority can stimulate both economies. Peu@e
(2003;23) closes this dilemma with the argumé&wate conclude that a monetary union is a more attirae
monetary regime than a regime of independent mopetathorities if shocks that hit the countries are
symmetric. When shocks are asymmetric, howeverathviantage of monetary union disappears.”

This statement has the key role in an analysisolintries creating monetary union can not use aumoiis
monetary policy to solve impacts of asymmetric ghibés good to put a question: Does a mechanisist,ex
which would lead to automatic equalizing? De Gramentions two relevant instruments:

" Wage flexibility (if wages are flexible both in catny A and country B, than workers in country A
who have become unemployed will reduce their wagems. In country B the excess demand for
labour will push the wage rate. This will have foling effects: the aggregate supply curve will shif
downwards in country A, whereas the aggregate suppive will shift upwards in country B. These
shifts tend to bring back equilibrium. In additiche price level of products fall dawn in country A
and this make more competitiveness against colisyproducts. This stimulates aggregate demand
in country A, opposite happens in country B).

" Labour mobility (unemployed workers move to courrywhere there is excess demand for labour.
This movement eliminates the need to let wagesraeni country A and increase in country B. Thus,



the unemployment problem disappears in country Aeneas the inflationary wage pressures in
country B vanish).

Substantial contribution of de Grauwe (2003;8)dBofving reflection: ,If wages are rigid and if labour
mobility is limited, countries that form a monetanyion will find it harder to adjust to asymmetdemand
shifts than countries that have maintained theinavational money and that can devalue (revaluejrthe
currency.”

Heterogeneity of European Union is one of the nchiaracteristics of this integration group (companetth
USA). In addition, many member countries show ri¢gedbour markets — relatively high strictness of
employment protection legislation, generous systémnemployment benefits and rigid wages. Moreover,
structures of wage bargaining are also differeinbrm centralisation form to decentralised (libem@te. Then

we can say that the present setting of labour nbariitutional aspects makes hard to operate two
instruments of the labour market flexibility (waflexibility and mobility of labour).

Another theory which deals with impacts of supgipek on labour market institutions is called Brudachs
model. Its main invention according to de Grauw80@15) is:“Supply shocks, such as an oil price
increase, have very different macroeconomic effdefgending upon the degree of centralization ofevag
bargaining.”

Haffner et al. (2005) ask a question, if an ecomomnd monetary integration is able to improve
unsatisfactory labour market performance in the Bdme empirical evidence exists to prove that both
product market competition and labour market fléikibhave been fostered by integration. Thoughacsp
for increasing competitive pressure still existdhia EU. Market competition could be effectivelyproted

via coordination, simplifying and reforming productarket regulations. Authors claim that benefite ar
twofold: higher market competition creates a sgaceeduction of labour market rigidities and mdélexible
product markets could improve significantly the Eliployment prospects. The authors agree with genera
feeling that while private agents, unions and eiygils have adjusted their behaviour to meet thelenigs

of economic and monetary integration, national gorents implement structural reforms at much slower
pace. In addition, they suppose that the Singlekbtasind EMU will be not sufficient conditions to Ibter

the reform effort from their point of view.

Borghijs — van Poeck (2001) argue that higher degfeintegration in the product market resultsdwer
wages. This increases the pressure on unionstregfe original wage level, which can be achiebgdn
increase in bargaining power. Therefore, increasitwnomic integration bolster the incentives foiona to
negotiate at he European level. At the same tim&Hdivers the barriers for European co-operation ragno
labour unions through increased transparency, esHumcertainty and convergence of the institutional
environment. Solow — McDonald model investigatetaifour unions change or by contrast do not change
their behaviour in principle. De Grauwe (2003) odfa smooth analysis of this model.

Fig.2 presents labour markets of two countries #énatcandidates for a monetary union. On the \adréigis

is the real wage level and on the horizontal agishe level of employment. The convex curves aee th
indifference curves of the labour union. It is assd that there is only one labour union in eaclntguThe
union maximizes its utility which depends on bdik teal wage level and the employment of its member
The negatively sloped line is the economy-wide daafrfar labour curve. For the union, which maximiies
utility, the demand for labour curve is a constraihus, the union will select a point on whichmaximizes

its utility. This is represented in Figure by thamis A and B. The interesting feature of this nasgl¢hat the
employment line takes into account the reactiothefauthorities to what the labour unions are doibeg
Grauwe assumes that the authorities give a higleéghtvto employment in their utility function thahe
labour unions do. Then when the labour unions sedage that reduces the employment level belowetel |
that the authorities find optimal, they will redxst changing their policies (e.g. more expansiomaonetary
and fiscal policies to absorb unemployed, cregpighlic jobs, etc.). To the extent that labour usitake this
reaction of the authorities into account, the caist the unions face will change (the employmeén¢ |
becomes steeper because an increase in the real redgces private employment and, thus, induces the
authorities to intensify their job-creating polisieAs a result, an increase in the real wage lbasla less
pronounced effect on the total level of employment.



Fig. 2: The Solow-McDonald Model in two countries
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Source:De Grauwe (2003;30) Na Ne

De Grauwe (2003;23) mentions that the level of domtion is different in contrast to this model dadot
entirely clear how monetary policy will influencenstitutional differences,We conclude that the
institutional differences in the national labour rkats will continue to exist for quite some timéeaf
introduction of a common currency. This may leadit@rgent wage and employment tendencies andesever
adjustment problems when the exchange rate instithrees disappeared”.

An argument about labour market reform inside EMEdlled TINA There Is No Alternatiyeappears in
works of several authors - Duval, EImeskov (20@%rghijs — van Poeck (2001); Bentollina - Gille®(D)
and Boeri — Nicoletti — Scarpeta (1999). Under EMtheans that monetary policy on national levehds
longer available to offset negative shocks. They aiternative is to make sure that labour markets a
sufficiently flexible to absorb the impacts of theshocks. On the assumption that labour marketwost EU
countries do not provide good performance, the amly how to achieve flexible labour market is the
reform.

Hallet — Jensen (2003;3) suppose that rigid lalmoarkets may represent costs both for new membgrssta
of eurozone and current members. This applies ¢ase when does not exist enough reform effort. The
authors make reference to Groucho Marx theoreouritries already reformed, or with considerablerked
flexibility, would not want to join a union of leflexibility or with fewer structural reforms. Bttat union
would want them. Conversely, a union that has reéat will be reluctant to admit new members thatehav
not yet reformed, even if they want to join. Thigady makes the process of enlargement much more
difficult®.

Fig. 3: The concept of labour market flexibility
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Source:Eamets — Masso (2003;9)



Hence, the reform of labour market is a main aspédiscussion which concerns eurozone enlargement.
Moreover, labour market reform is considered asnhbst important component of national economicqgyoli
for countries which make effort to fulfil Maastricks criteria, though labour market criterion ist mioeir
component. Bentolila — Gilles (2000;3-4) ask thesiion if a change of monetary authority will faste put
back the labour market reform within EMU. They floften mentioned idea: “the more rigidity, thghtar
costs associated with EMU enlargement”. If labowarkat flexibility may be an instrument of adjustrhen
process in case of hitting economy by the asymmetniock the author matters to define labour market
flexibility and its aspects. We can find out the gneophisticated definition of labour market flekilp in
Eamets — Masso (2003;4We can say that labour market flexibility sholwew quickly markets adjust to
the external shocks and changing macroeconomicitons.”

Klau — Mittelstadt (1987) distinguish four broadpasts of labour market flexibility: (i) real labowaost
flexibility at the economy-wide level; (ii) Adaptdity of relative labour costs across occupatiomsl a
enterprises; (iii) Labour mobility and (iv) Flexiiby of working time and work schedules. The fitato are
macro- and microeconomic aspects of labour-cogibiliy, while the latter two relate to the quarative

and qualitative adaptability of the supply and tee of labour. Some of these elements interact. For
example, rigid wages for full-time employment magd to increased openings for part-time work rgisie
flexibility of working time and work schedules. Slarly, market-clearing wage differentials partlgpmend
upon the degree of labour mobility.

Back to Eamets — Masso (2003): authors also sudifiexibility into microeconomic and macroeconomic
level (see Fig. 3). Macroeconomic level can behtrtdivided into institutional flexibility and wage

flexibility. The first one represents to what degrthe institutions and labour unions are involved i
regulation of labour market. The latter one indésahow the wages are sensitive to market fluctostio

Microeconomic flexibility is associated with thebtaur market flows analysis. The labour market can b
characterized by various flows of workers (traosi between labour market states, occupational lityobi

and geographical mobility) and by jobs flows (jokation and job destruction.)

3. Empirical part

Before our own labour market flexibility analysig® wubmit some conclusions, which are taken from DEC

Economic Outlook 2006. First, we discuss data ttice contained in Tab. 1. The table was set up by

simple statistics methods in order to identify emopi patterns between different conceptions of an

institutional framework of labour market. Thoughetdata do not imply causal relationships, we d¢ad f

some parallels, which enable to divide OECD coestiinto four basic groups:

= Report mentions that relatively low tax wedge am benerosity of unemployment benefit system are
associated with good labour market performances himainly typical for Anglo-Saxon countries. In
addition, this group of countries prefers lesscgtgss of employment protection legislation whish i
accompanied by lower active labour market policgenditures. Union coverage and density tend to be
found under OECD average.

= Second finding is the paradox, which means thatesamuntries reach as good labour market
performance as the previous ones. Indeed, thispgmrefers different conception of institutional
framework of labour market (and setting of all dspects). We can characterize these countrieseas th
countries with high wage bargaining centralizatitg high coordination and density or coverage.stehe
high valuables are a result of traditionally inersocial feelings. Relatively generous unemployment
benefits are another signs. On the other handdhetdes have higher tax wedge. This is mainlydgpi
for Scandinavian countries.

= The third group shows analogous data as previoasbaoih labour market performance is not as good.
The main problem of this group is system of gengnanemployment benefits. This group is represented
by Continental Europe.

= The last group achieves in many aspects the valimsh are typical for Anglo-Saxon countries but
these low values of institutional aspects do naitriloute to lower rate of unemployment or high rate
employment. These countries have lower rate of eympént and simultaneously they have higher rate
of unemployment (especially the long term unemplegth This is typical for Visegrad countries.

Whether we look at right part of left part of tleble, it stands to reason that achievement ofaheedabour
market performance is possible by different conosgtof labour market policy. It is also a questidrwe
can implicitly determine general framework of ecomo-political recommendations for optimal labour
market performance. We argue that it is good tto¥olrecommendations made by OECD. Therefore it is



necessary to implement other measures which shialdel into account different cultural and historical
progress and, of course, current setting of thétitional framework of labour market (e.g. lowagitax
wedge should be accompanied with parallel refornsaxfial and health system with a view of keeping a
balance between government revenues and experglitimeother words, it is not maintainable, in lamm
view, to practice Anglo-Saxon taxation of laboudagrarallel exercitation of Scandinavian unemploymen
benefits.

Tab. 1: Four different regimes of labour market function

High employment outcome arjd Low employment outcome and
institutional aspects institutional aspects
OECD Countries of
unweighted |Anglo-SaxonScandinavian|continental and  |Countries
average countries®  |countries® southern Europ® |Visegrad 4
Employment
protection legislation 2,91 1,34 2,13 2,71 1,83
Generosity of
unemployment benef(t
e
system 27,81 18,23 39,86 36,17 9,69
Active Iaboufr market
programmes 29,24 15,74 64,14 25,84 3,46
Tax Wedgeg 27,1 18,54 27,47 34,33 32,43
Union coverage 59,96 30,75 83,33 82,57 38,33
Union coordination 2,48 1,89 3,92 3,79 1,33
Employment rate 67,11 70,97 71,97 62,54 58,00
Unemployment rate 7,47 5,3 4,79 8,97 15,17
Note:

a) This group of countries includes Australia, CdaaJapan, Korea, New Zealand, Switzerland, theddni
Kingdom and the United States.

b) This group of countries includes Austria, Denkpdireland, the Netherlands, Norway and Sweden.

¢) This group of countries includes Belgium, FidaRrance, Germany, Italy, Portugal and Spain.

d) This group of countries includes the Czech RipuPoland and the Slovak Republic.

e) Average unemployment benefit replacement ratesadwo income situations (100% and 67% of APW
earnings), three family situations (single, withpdadent spouse, with spouse in work), over a fag-y
period of unemployment.

f) ALMP expenditures per unemployed workers asregmtage of GDP per capita.

g) Tax wedge between the labour cost to the emplaye the corresponding net take-home pay of the
employee for a couple with a dependent spousevemchildren earning 100% of APW earnings.
Source:OECD Employment Outlook 2006, p.191

This analysis provides following considerations:

= Positive labour market indicators development (ewmplent and unemployment rate) could be
associated with different levels of interventionism

= Itdepends on a mix between supply and demandesioieomic policy.

Tab. 2: Data for creation the pentagon of labour meket flexibility

Strictness of
employment Coefficient of [Coefficient of wag
Employment insurance protection legislation [union density |bargaining co-
benefit duration (2005, in|Tax wedge of regular employmetfand union ordination (1995 —
months) (2005, in %)  |(2003, Coefficient 0-(1¢overage 2000, values 0-5)
Belgium No limi 55,4 1,7 1,4 4,5
lAustria g 47,4 2,4 2,54 4
Denmark 48 41,4 1,5 1,04 4
Finland 2 44,6 2,2 1,19 5
France 2B 50,7 2,5 9,0 2
Germany 1p 51,4 2,7 2,72 4




Italy 6 45,4 1,8 2,28 4
Netherlands 24 38,6 3,1 3,43 4
Portugal 24 36,2 4,3 3,33 4
Spain 21 39,0 2,6 5,33 3
Sweden 2B 47.9 2,9 1,13 3
United

Kingdom 6) 33,5 1,1 0,94 1
Czech

Republic 43,4 3,3 0,92 1
Hungary 50,9 1,9 1,9 1]
Poland 1p 43,4 2,2 2,61 1
Slovakia 38,3 3,5 1,39 2
USA q 29,1 0,2 1,08 1

Source:OECD Employment Outlook 2006; OECD Employment Oaitl 2004; OECD Taxing Wages 2004-
2005; own calculation.

In term of these considerations we can divide aweemitinto two groups: i) according to level of
interventionism (horizontal axes) and ii) accordingabour market indicators and economic policy.nfii
holds generallythe higher is coordination on both axes the mostitational framework of labour market
conforms to labour market performance.

We created a specific pentagon for comparativeyarsabf labour market flexibility. Each axis repeass
one institutional aspect of labour market. Arrowpresent the direction to the centre of the pemtato
means that the closer the valuable is to the cénérenore institutional aspect contributes to fidilabour
market. The direction of the wage bargaining camation axis could be toward the centre as welt@s the
centre. This indicator depends on union density.

The closer individual sides are to the centre tleenflexible is labour market. Sciendum est, inecakhigh
valuables it is necessary to take into accountdhel of wage bargaining centralisation or decdis@ition.
The high value could not mean rigidity of labourrked a priori.

Fig. 4: Construction of labour market flexibility p entagon
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Note: unemployment insurance benefit duration isasueed in months; tax wedge is measured in %;
strictness of employment protection legislatiomegfular employment is based on OECD index (valu@ble
6); Coefficient of density end union coverage isnted as a rate of density and coverage; coordimatf
wage bargaining is measured accordance with OEGI&xin(valuable 1-5).



Fig. 5: Labour market flexibility: Czech Republic vs. EU-14
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The conception of comparative analysis is followilptted line represents valuables of EU-14 average
Solid line represents valuables of individual st&ig. 5 illustrates the situation for Czech Rejufdther V-

4 countries pentagons are in an annex). Fig. 6tikites main aspects of labour market flexibilitgoag
countries of V-4, EU-14 (except Luxembourg) and USAese pentagons confirm detected data from partia
analysis of institutional aspects.

Fig. 6: Labour market flexibility: V-4 vs. EU-14 vs. USA
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CONCLUSIONS

This paper deals with labour market in the contéxhonetary union. If the autonomous monetary pyoic
no more available, economic theory defined the Ualroarket flexibility as an instrument for adjustme
process in case of asymmetric shock. Another ndethe labour market flexibility is resulting from
maintenance or increase of competitive strengtle. ddmparative analysis provides these conclusions:

= Most V-4 countries had slightly higher tax wedgenpared to EU-14.

= Strictness of employment protection legislation am&-4 countries was reaching the higher valuables

(except Hungary), whereas these valuables werbehidor regular employment than temporary
employment.

= Coefficients of union density and union coverage/ef countries were close to valuable of 1 (except
Poland) which means that bargaining power is cpmeding to union membership.

= Wage bargaining coordination is among V-4 counts@gificant lower. This is given in that wage
bargaining takes place on firm level.

= Duration of providing unemployment replacementsatas shorter in V-4 countries than EU-14.

= The most flexible labour market was in the USA. dabmarkets in V-4 countries appear to be more

flexible than in EU-14 but level of flexibility wasiuch lower compared to the USA.

Finally we can say that labour markets in Visegrédntries reached, in comparison with EU-14, adtltize
similar even better values of labour market fleliipi
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