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The paper analyses unemployment as a natural consequence of market economies develop-
ment associated with the globalization of the world economy based on free choice and democracy,
coupled with the need for labor mobility. Slovak economy, as well as other European economies,
was affected by the financial and economic crisis, not only by increasing unemployment, perform-
ance losses but also by a decrease of the capability to create new jobs. Unemployment cannot be
assessed only at the national level, it is also an important aspect of global economy revival, con-
nected with the growth of global labor needs. Currently, the focus of new jobs is shifting from par-
tial professions towards cross-cutting and systemic professions, which must get a comprehensive
response in the development of particular industries.
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Mapra Maprinnosa, Beponika ITioBapuosa, Tapis Po3oopinosa
HOBI TPEHAM HA PUHKY ITPAILI XXI CTOJITTA

Y cmammi npoanaaizoeano be3pobimms ax npupoonuil HAcAiO0K poO36UMKY PUHKOBUX €KO-
HOMIK Y KOHmekcmi 2100a4i3auii c6ino6oi eKOHOMIKU HA OCHOGI NPUHUUNIE GiAbHO20 8ubopy ma
demokpamii, a maxoxc nompebu 6 mobisvnocmi npaui. Exonomixa Caoeauuunu, ax i pewma
€6PONEICOKUX EKOHOMIK, 3HAX00UMbCs Ni0 6niuéoM Heuj00aeHvoi (IHAHC080-eKOHOMIMHOT
Kpu3u, wo He auwe nideuwguia pienv 6e3podimms, aie il 3HU3UAA 30AMHICIMb eKOHOMIK CH60-
prosamu poboui micuys. Y 36’a3Ky 3 uum npobaema 6e3po6imms po3eAssHyma He CiAbKu 6 Hayio-
HAAbHOMY KOHMEKCM, CKIAbKU Y 2100AAbHOMY — AK 8ANCAUBUIL (PAKMOD NOHCEABACHHS CEIMO06OT
EeKOHOMIKU Yepe3 3p0CManHs ceimogux nompe6 y pobouit cuai. Ha cb0200Hi ghokyc y npaueeaawu-
MYGAHHI 3MIAEMbCA 3 YACMK08020 NPAUEGAAUMYBAHHA HA cucmeMmHi npogecii ma mixcouc-
UunAHapHy cneuiaaizauiro, wo mMae 3Hatimu 6iOn0GiOHUIl 6i02YK y PO3GUMKY OKpemux 2aiy3eli.
Karouogi caosa: punok npaui; npauesrauimyeants; 6e3podimms,; erodanizayis.

Puc. 1. Jlim. 12.

Mapra Maprunnosa, Beponnka ITuoapuosa, Tapus Po3oopmiosa
HOBBIE TPEH/1bI HA PBIHKE TPYJIA XXI CTOJIETUA

B cmamve npoanaausuposana bespabomuuya xax ecmecmeennoe nocaeocmeue pa3gumust
PBIHOMHBIX IKOHOMUK 8 KOHMeEKCHie 2100aiu3auyuu Mupogoli 3KOHOMUKU HA OCHO8e NPUHUUNOE
606001020 6bl00pa U OeMOKpamuu, a Maxxyce nompeOGHocmu 6 mpyooeol MoOUALHOCHIU.
Ironomuxa Carosaxuu, Kax u opyaue egponelickue 3KOHOMUKU, HAXOOUNICS 100 GAUSHUCM HEOa6-
He20 UHAHCO60-IKOHOMUMECKO20 KPU3UCA, YIMO He MOAbKO NOGbICUA YPOGEeHb be3pabomuibl, HO
U CHU3UA CNOCOOHOCHb IKOHOMUK €030a8amb HOBble pabouue mecma. B ceasu ¢ smum npobaema
Oe3pabomuuya paccmompena He 8 HAUUOHAALHOM KOHMeEKCHe, d 6 2400a4bHOM — KAK 8AXCHbLI
daxmop oxcueaenust Mupogoli SKOHOMUKU Hepe3 POCIN MUPOBbIX nompebnocmeil ¢ paboyeii cuze.
B nacmosiuee epems poxyc 6 mpydoycmpoiicmee cmeuyaemcsi ¢ HacmMu4Ho20 mpyooycmpolicmea
Ha cucmemHble npogheccuu u MexHCOUCUUNAUHAPHYIO CReUUAIU3AUUI0, Ym0 00ANCHO HATimU coom-
6emcmeyouuil 0ms3vlé 6 pazgumuu OMmoeAbHsIX ompacael.

Karoueswie caosa: pvinox mpyoa; mpyooycmpoiicmeo; 6eapabomuya; en00aiu3ayus.

Introduction. Unemployment is a natural consequence of the development of
market economies associated with the globalization of the world economy, basing on
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free choice and democracy coupled with the need for labor mobility. It also reflects
the cyclical development of economies, but may grow into uncontrollable dimen-
sions, having not only economic but also social consequences. Slovak economy, as
well as other European economies, was affected by the recent financial and econo-
mic crisis, not only by increasing unemployment, loss of performance but also by a
decrease of the capability to create new jobs. Economists, among others J. Stiglitz
(2009), note that currently there are changes in the link between economic growth
and employment rate. In this article we will discuss some of the problems associated
with the process of integration and globalization, as well as their impact on labor mar-
ket conditions in the new economy and along with the influence of the global crisis
on the functioning of the labor market in Slovakia.

Theoretical background and discussion. The main purposes of any macroecono-
mic policy and labor market policy are economic growth and more intensive forms of
employment. This implies changes in the labor market structure, new relationships
and forms of social participation and changes in taxation structure including changes
in taxable social benefits. There is a focus on the need for solidarity among people who
work and the unemployed ones, among the people who base their revenue on their
own work and the people who have them based on their investments. In the global
economy, employment development is characterized by several new phenomena.

1. The economic cycle does not reflect distinctive employment growth, particu-
larly in the area of job creation, anymore. Empirical data on the US economy and the
economies of the EU members show that nowadays there is very little job creation
with the result that there are only limiting effects of economic cycle development on
employment trends. Consequently, many instruments of economic policy stimulating
economic growth do not imply by themselves an automatic increase in the employ-
ment rate and also tackling of unemployment.

2. The second phenomenon is lower qualification level of newly created jobs,
and, which is critical, lower level of wages. This phenomenon can be significantly
observed since 2000.

3. The third phenomenon is that a significant proportion of emerging jobs are
not full-time but only part-time jobs or jobs with specific time mode. This ultimately
leads to lower wages (Jurickova and Stanek, 2004), again.

Aside from this, there is a requirement for long-term competitiveness. This prac-
tically means investing primarily in human capital and promoting new business acti-
vities. Last but not least is the need for effective functioning of the labor market.
Labor market alone cannot solve employment, unemployment and the related social
issues. Namely, the real cost of unemployment must be projected in fiscal and social
policies. Policies deregulating the labor market, as promoted in the 1980s, alone are
not sufficient anymore®. In fact, it is a matter of creating a rational, simple, inherent-
ly connected system of financial regulation and taxation, which will lead to the cre-
ation of new employment in the EU (Winkler and Wildmannova, 1999).

Negative phenomena at European labor market is the inability of certain people
to find a job. Significant problems with employment have young adults, who have not

4 During the 1980s deregulation of the labor market was promoted in two areas: 1) legislative protection of labor; 2) wage
regulation.
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completed basic education. For women, the job situation is also difficult. Focusing on
these problematic groups, the EU took certain measures, which are included in the
methodological guidelines of employment policies of the member states. Employment
policy of the European Unionaims for action primarily in the following ways:

- preventive approach to solving problems of youth unemployment;

- tackling unemployment, particularly long-term;

- the need to strengthen the instruments of active labor market policy;

- preferring active to passive instruments (Kosta, 2012).

Results. The most important aspects at the labor market, including Slovak labor
market is the difficulty in defining the link between national labor market and eco-
nomic growth. It is preferable to define the total amount of demographic resources
affecting the overall employment. At the same time defining demand at the national
level is problematic in terms of the total volume, structure and also performance of
transnational corporations. Most of production of these big companies is no longer
tied to the sales with national economy, but is dependent on the development of glo-
bal consumption. We can not assess the recovery of an economy only at the national
level because an important aspect to generate employment at the national labor mar-
ket is the recovery of global economy which leads to the growth of the global labor
needs. Slovakia is a small market economy significantly tied to major European
economies dominated by the link to German economy. Currently the recovering of
Slovak economy is happening because German manufacturers’ production was suc-
cessfully placed on Chinese market where the consumption increases as a result of the
latest economic policy of Chinese government. It turns out that domestic consump-
tion is losing in importance, even though up to now consumption growth at German
market has been an important stabilizing factor in European consumption. Empirical
estimates of the Slovak Ministry of Finance indicate that a 1% growth in German
economy impacts the pace of economic growth in Slovak economy by 2%. At the
same time, the time lag of changes in the performance of Slovak economy against
German one has reduced from two quarters in the past to one quarter currently
(Kosta, 2012). The lesson learnt from the crisis is the knowledge that the process of
economic recovery restores jobs considerably slower and more structured than in the
past and this does not lead to a rapid decrease in unemployment and boost in domes-
tic consumption. Currently, the focus in new jobs is shifting from partial professions
towards cross-cutting and systemic professions which must give a comprehensive
response to development of particular industries. The main reason for employment
loss is a long-term depletion of potential in economic sectors to absorb new labor
force due to productivity increase. For example, in the United States today only about
0.5% of the employed are in agriculture and about 13% — in the industry. This trend
is being helped by outsourcing of work to external suppliers and machines. Another
type of outsourcing to low-cost countries is only temporary and created jobs can be
terminated depending on wage growth. These trends are irreversible, because labor
productivity growth is necessary for a decent life. Historically a new sector has always
emerged and absorbed the surplus labor, e.g.: agriculture, industry, services and state.
Currently, a new sector is unlikely to show up, as advanced economies have exhaust-
ed the employment options all four economic activities of the mankind — food pro-
duction, manufacturing things, services and "doing nothing".
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Outsourcing and offshoring started to significantly affect the link between pro-
duction capacities, the national labor market and the actions of transnational corpo-
rations in the global economy. Simultaneously, there is a redefinition of various
employment forms. The objective is to minimize labor costs, which is understandable
in terms of companies, but it also leads to paying less taxes and social security contri-
butions for workers and employers, resulting in a lack of revenues in the state budget
and social security systems. It is additionally combined with moving company head-
quarters to the countries with looser tax regimes. Thus, the following paradoxes are
showing up more and more often (Martincova and Caplanova, 2014):

- government support for business activities is primarily focused on large firms
and is quite extensive, modified and structured. While small firms which are crucial
for employment are in most cases left to themselves even if they are playing a signifi-
cant role in the development of local jobs. These companies have problems surviving
any crisis in the absence of venture capital and modification of tax systems, resulting
in poor regional labor markets and rising unemployment;

- disparities in small regions between the needs and the resources of workforce
now also appear to be problematic due to moving out of workers from distant regions
as well as international mobility.

Slovak economy was affected by the financial and economic crisis, not only
through increasing unemployment, performance loss, but also though the decreased
ability of Slovak economy to create new jobs. Hours worked in 2009 declined signifi-
cantly. Shortening of working time was achieved by introducing flexible working
hours, working time banking, and shortened working time. Adjustments in employ-
ment and hours worked led to a significant increase in labor productivity during this
period. Young labor market participants were mostly affected by employment losses
by up to 15% in 2009, while employment of older workers has increased. Job losses
were mainly related to the low and medium levels of education. Number of self-
employed continued to grow, even during the recession. Structural and cyclical fac-
tors are the likely causes for the growing self-employment (OECD, 2010).

Slovak economy during the global economic crisis found itself in the declining
phase of its economic cycle. It was expected that even without the impact of the cri-
sis, there would be a slowdown in economic growth anyways. Due to high openness
of the economy the crisis significantly affected not only the rate of growth perform-
ance in the country but also a drop in demand, the decline in production and of
course unemployment. High unemployment in this period was also related to revenue
shortfalls in the state budget and budget deficit deepening.

In 2009, after Slovakia joined the euro area, fiscal policy became the major
instrument affecting the economy. In particular, an increase in expenses, therefore
expansionary fiscal policy is the main instrument for the stabilization of anti-crisis
measures in order to maintain economic stability and keep public finances. The
Government has adopted a fiscal strategy to maintain these goals (Stolicna, 2012).

2010 was the year of parliamentary elections in Slovakia. European Commission
has adopted an economic strategy "Europe 2020", under which participating coun-
tries have agreed, inter alia, to increase employment to 75%. Aftermath of the crisis
and the process of fulfilling this requirements of the strategy are expected to help
growing European economies. Still, some questions remain unanswered — regarding
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the influence of certain factors on tackling unemployment in the Slovak Republic.
"The current problem is when the primary objective is becoming the reduction of the
government deficit, then you cannot count on job creation through public sector”
(Stanek, 2010).

While production decline caused by the economic crisis lasted one year (until the
first recession in the last quarter of 2009), the fall in employment lasted a little longer
and the post-crisis resumption of employment occurred at the end of 2010 only.
During the whole of 2011, employment grew, albeit slowly. Likewise, in 2012, the
employment growth rate gradually declined, and finally in the fourth quarter stopped
(Hvozdikova, 2012). In 2013, the unemployment rate fell only slightly and remained
at around 14%. Slow process of employment recovery, which started in 2010, came to
a halt — the current employment did not even come close to the pre-crisis level.

Employment after the recession in 2009 reflected the rebound in the economy
and the recovery of production with about 9 months’ delay due to a slowdown in the
output in 2011. With the unchanged elasticity in employment a subsequent downturn
in the growth or even fall of production was to be expected. Figure 1 illustrates the size
of the fall in employment at the end of 2012. Such a decrease in the number of work-
ers below the level of 3.2 mln occurred since 2006 only once, namely immediately
after the recession in the 1st quarter of 2010. In 2012, employment declined by about
1% while in 2013 it recorded stagnation. Currently, unemployment still maintains at
the level of above 13%.
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Figure 1. Slovakia unemployment rate, % of the labor force
(tradingeconomics.com)

Pronounced deterioration in employment at the end of the year can be linked
with the negative impact of legislative changes affecting labor relations. The amend-
ment to the Labor Code (came into effect on Ist January 2013) tightens the defini-
tion of dependent work, to prevent substitution of employment contracts with other
flexible agreements and contractual forms. Furthermore, it increases the cost for
employers, which means, it restores concurrence of the current period, and also
increases social costs in an attempt to prevent the circumvention of using contracts
under the Civil Code or hiring self-employed to work as under paid employment.
Additionally, it reduced flexibility in certain decisions of employers, especially on the
length of probationary period beyond the statutory standard, reduced maximum
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working time, strengthening the employment of agency staff, strengthening the pro-
visions on working time etc.

Active employment policy in Slovakia is not sufficiently evaluated and its impact
on labor market remains unclear. Among the 29 existing programs in 2011, only 22
were actually used, and of these only 12 involved more than 1,000 participants.
Among the 400,000 registered unemployed only 123,456 candidates are participating
in AEP programs (World Bank, 2012).

Since 2010, the employment rate began to increase slightly, in 2011 it reached
59.5% in the category of people of 15 to 64 years. In the framework of "Europe 2020"
objectives Slovakia achieved in 2011 the value of 65.1% of the employed aged 20—64.
The aim of Slovakia is the value of 72% while the Strategy's aims at the value of 75%,
with the desired increase of almost 10%.

Conclusion. Gradual recovery of the labor market during 2010—2011 stalled and
the results of the year 2012 were rather embarrassing: it was a weak year in terms of
employment growth and vice versa — there was an increase in the number of unem-
ployed especially towards the end of the year. The year 2013 was characterized by
large-scale adoption and changes in legislation on employment associated with more
negative expectations among certain groups of public sector employees refarding
wages and also working conditions.
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