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The 2011 Action Plan of the Economic and Social Council envisions the 
elaboration of an own-initiative analysis on the topic of: 

 

"The Challenges facing Labour Markets  

within the Europe 2020 Strategy" 

 

The elaboration of the draft analysis was assigned to the Commission on 
Labour, Income, Living Standards and Industrial Relations. 

Pursuant to the decision of the Commission Plamen Dimitrov, Member of 
Group II of ESC, was appointed rapporteur. 

The following external experts were invited to participate in the 
realisation of the project: Prof. Iskra Beleva and Prof. Hristo Maleshkov. 

At its meeting, held on 21 September 2011, the Commission on Labour, 
Income, Living Standards and Industrial Relations discussed and adopted the 
draft analysis. 

At its Plenary Session, held on 10 October 2011 the Economic and Social 
Council adopted this Analysis. 
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MAIN CONCLUSIONS  

 

1. ESC observes a number of serious challenges facing labour markets, 

which so far give rise to more pessimistic estimates on the feasibility of the 

employment objectives of the Europe 2020 Strategy. The forming segmentation 

of labour markets and the increasing problems concerning the employment of 

young people, long-term unemployed, and the elderly are clear indicators of the 

structural problems facing the labour markets in EU Member States. 

2. According to ESC, the policy conducted so far is mainly focused on 

macroeconomic stabilisation through stringent fiscal constraints and provides 

little support to the basic idea of the Europe 2020 Strategy - growth through 

employment. This policy does not encourage sufficiently investment and rather 

leads to the reduction of jobs. In this respect, ESC believes that without 

changing the macroeconomic policy, and striking the necessary balance between 

the stability of fiscal systems and the creation of necessary conditions for growth 

based on employment, the objectives of the Europe 2020 Strategy will be 

seriously challenged. 

3. ESC points out that the significantly decreased demand of labour and 

the reduction of jobs are some of the most serious negative impacts of the crisis 

on labour markets. In this regard, ESC shares the concern with the finding that 

the expected growth in the European Union will provide the necessary increase 

in demand work and jobs with which to compensate for the losses of such from 

the pre-crisis period. Without new and strong macroeconomic policies and 

reforms the observed medium-term prospects lead to rather pessimistic estimates 

concerning the achievement of the Europe 2020 employment objectives.  
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4. The crisis slowed down or postponed a number of structural reforms 

and kept short the dynamics of labour productivity in Europe. The relatively 

slow and uneven process of economic recovery leads to increased differences in 

labour productivity in Europe compared to its main competitors. ESC expresses 

its concern that the hitherto implemented policies for increasing labour 

productivity in Member States are mainly concerned with maximizing 

employment by reducing the "internal labour reserves" and the release of low-

productivity workforce. 

5. At this stage the main policies and measures are primarily aimed at 

overcoming the consequences of the crisis and there are no clear signals 

concerning the necessary innovative and technological restructuring of the 

economies of Member States in line with the objective of the Europe 2020 

Strategy for achieving "smart growth." At the same time, ESC believes that the 

current macroeconomic policy has not achieved the necessary synergy with the 

objectives of the social policy for increasing social integration of vulnerable 

groups through active employment and poverty reduction. 

6. ESC considers the growing structural problems in labour markets as 

another major challenge to the achievement of the employment objectives of the 

Europe 2020 Strategy. The growing number of long-term unemployed persons 

and persons outside the labour market with elementary or lower education is one 

of the most serious challenges that labour markets in Europe face in the context 

of the estimated decline in the number of jobs for this part of the workforce. 

Along these lines is also the finding of the negligible progress which has been 

achieved by the reduction of early school leaving in the European Union during 

the period 2002-2010.  

7. ESC observes that another structural problem in labour markets is the 

growing gap between business needs, on the one hand, and the structure of 
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disciplines and the quality of training of graduates from respective educational 

levels, on the other. Evidence of this is the increasing shortage of skilled 

workforce in the context of increasing total unemployment. 

8. The crisis has serious impact on the reduction of real income and 

deteriorating living standards. With respect to this, ESC finds that in countries 

where incomes are below the average for the EU and the standard of living is 

lower, substantial reduction in employment has a much more significant impact 

on living standards. These are mostly new Member States and those with serious 

fiscal problems. 

9. ESC notes that the demographic development is another major 

challenge to achieving the employment objectives of the Europe 2020 Strategy. 

In this regard, the expected ageing of the population will be the most serious 

challenge facing Member States that have currently lower levels of employment. 

10. ESC considers as extremely important the question of solidarity and 

social differences between Member States and the possible rate for overcoming 

such differences by means of macroeconomic policies, as well as support from 

the European Community of "catch-up policies" in many Member States 

through the mechanism of allocation of EU funds. 

 

 

І. EUROPE 2020 STRATEGY – A NEW LINE OF 

 OF GROWTH AND EMPLOYMENT 

 

1. In the early 2010 the European Commission initiated a broad discussion 

on future development after the global crisis. The continuous process of 

discussions, reflected in numerous documents of the European Commission, 

paves the way for the creation and adoption of the Europe 2020 Strategy. The 
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European concept for overcoming the crisis involves "smart, sustainable and 

inclusive growth which could ensure a competitive future development."  

 

2. The objectives set by the Strategy are related to the transformation of 

European labour markets, economic restructuring and social networks in the 

context of other challenges, which do not result directly from the crisis, such as 

globalisation, resource depletion and population ageing. Therefore, the priorities 

of the new growth are focused on: the development of an economy based on 

knowledge and innovation, a resource efficient, greener and more competitive 

economy, as well as a high employment economy, ensuring social and territorial 

cohesion.11 

 

3. The Europe 2020 Strategy sets five key objectives: 

- Achieving an employment rate of 75% of the population aged between 

20 and 64; 

- Investing in research and development amounting to 3% of the European 

GDP; 

- Meeting the targets for climate and energy (defined as "20/20/20"); 

- Reducing the share of early school leavers below 10% and reaching 40% 

share of graduates; 

- Reducing by 20 million the number of people living at risk of poverty. 

 

4. The specific aims concerning the labour market within the Europe 2020 

Strategy are elaborated in a separate document entitled "Integrated Guidelines 

                                                 
1 1 Europe 2020, A European strategy for smart, sustainable and inclusive growth, EC, Brussels, 3.3.2010 
COM (2010) 2020 
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for the Economic and Employment Policies of the Member States2. Of the ten 

formulated integrated guidelines six address economic policies and four are 

dedicated to labour market policy.  

 

5. The four integrated guidelines that address specifically the employment 

policy set the following objectives: 

 

- Increasing labour market participation of both men and women, reducing 

structural unemployment, and promoting job quality (Guideline 7); 

 

- Developing a skilled workforce responding to labour market needs, 

promoting job quality and lifelong learning (Guideline 8); 

 

- Improving the performance of education and training systems at all 

levels and increasing participation in tertiary education (Guideline 9); 

 

- Promoting social inclusion and combating poverty (Guideline 10). 

 

6. The implementation of these guidelines provides for using several 

approaches and tools, while particular attention should be paid to their more 

effective application:  

 

6.1. To achieve the EU headline target of bringing the employment rate 

for people aged 20-64 up to 75%, the recommended instruments include: 

flexible employment which will lead to a better utilization of labour resources, 

reducing the segmentation of the labour market, the lack of incentive, and the 
                                                 
2  Council Recommendation of 27 April 2010 on broad guidelines for the economic policies of the 
Member States and of the Union 
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gender differences regarding participation in employment. A flexible and 

reliable employment agenda includes active labour market policies, encouraging 

lifelong learning and workforce mobility; social dialogue, through which to 

reduce the segmentation of the labour market, the employment in the "informal 

sector", i.e. employment which is not regulated by the accepted labour and 

social norms.  

 

6.2. Matching the quality of the workforce with labour market demands 

requires a strong focus on the qualification of the workforce, its adaptation to 

market needs, and the promotion of quality employment and lifelong learning. 

More specific tools in this area include developing systems for the identification 

of the required skills, removing barriers to occupational and geographical 

mobility in order to promote the transferability of competencies and skills from 

one job to another, from one position to another.  

 

6.3. To achieve the quantitative parameters for reducing the drop out rate 

to 10% and the share of graduates over 40%, the adopted policies are aimed 

primarily at the education and training at all levels from early childhood 

education to adult learning. Educational systems, the quality of teachers and the 

content of courses are being subjected to re-evaluation. 

 

6.4. Active social inclusion and tackling poverty with quantitative 

parameters for the reduction of people living below the national poverty lines by 

25%, and of the total number of the poor by 20 million people requires key 

policies such as equal opportunities, accessibility, sustainability, quality of 

service, effectiveness of anti-discrimination measures. 
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7. The guidelines and concepts outlined in the Europe 2020 Strategy, as 

well as the range of approaches and tools for achieving these targets, are 

developed further in the national reform programmes and employment strategies 

of individual Member States, which take into consideration national specificities 

and problems.  

 

8. According to ESC, regardless of the well defined policies and the 

relative diversity of the proposed tools and measures for the mitigation of the 

negative impacts of the crisis on labour markets, there are at present and there 

will be in the future a number of serious labour market challenges to the 

achievement of the main objectives of the Europe 2020 Strategy. Therefore, the 

timely identification and formulation of adequate policies to address them is 

crucial for the realisation of labour market targets and the overall success of the 

Europe 2020 Strategy.  

 

 

II . DEMOGRAPHIC CHALLENGES 

 FACING LABOUR MARKETS IN RELATION TO 

 THE EUROPE 2020 STRATEGY 

 

1. ESC has repeatedly expressed the view that demographic issues are a 

serious challenge to the development of European labour markets in the medium 

and especially in the long run. In a special resolution ESC stressed on the 

expected demographic challenges facing Bulgaria in achieving the main 

objectives of the Europe 2020 Strategy. 
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2. ESC believes that the impact of demographic trends on the labour 

market must be assessed in both quantitative (ageing, modification of age-sex 

structure of the population, etc.) and qualitative terms (educational and 

vocational training, health and mental state of the workforce). At the same time 

the demographic development will engender the most serious challenges to the 

achievement of the two main objectives of the Europe 2020 Strategy: 

- Achieving by 2020 an employment rate of 75% of the population aged 

20-64 years; 

- Reducing the number of early school leavers below 10% and increasing 

the share of young people with higher education to 40% by 2020; 

 

3. Hence in this part of the analysis ESC presents its findings on the 

impact of major demographic factors on the achievement of these two key 

objectives of the Europe 2020 Strategy. Information on employment rates of 

people aged 20-64 years in Member States in 2010 (Fig. 1) shows that Member 

States may be divided in three groups depending on the achieved level of this 

indicator as compared to the strategic employment target by 2020. 

 

3.1. The first group (Sweden, Netherlands, Denmark, Cyprus, Germany, 

Austria, UK, Finland and Luxembourg) in 2010 had employment rates of the 

population aged 20-64 above or close to the Europe 2020 target. On the labour 

markets in some of these countries (Sweden, Netherlands and Denmark) the 

observed employment rates are 1.1 to 3.7 percentage points higher than the 

target for 2020. 

 

3.2. The second group of countries (France, Portugal, the Czech Republic, 

Slovenia, Belgium, Estonia, Bulgaria, Latvia and Ireland) occupy the 
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intermediate position with 2010 employment indicators varying between 4.5% 

and 10% lower than the Europe 2020 target. 

 

3.3. The 2010 data concerning the third group of countries (Poland, 

Slovakia, Lithuania, Greece, Romania, Spain, Italy, Hungary and Malta) 

generally show the most sensitive deviations from the strategic target for the 

employment rate of people aged 20-64. 

 

4. ESC found that labour market challenges arising from population 

ageing will continue to affect most seriously the second and third group of 

countries. 

 

4.1. According to Eurostat estimates the population of Member States is 

expected to age by 2050 at an ever more intense pace. As a result, the 

demographic dependency ratio (the ratio of the number of people aged above 65 

to the number of people aged 15-64 years) will nearly double throughout the 

European Union (from 25.9% to 50.2%) during the period 2010- 2050 (Fig. 2). 

Although the demographic ratio does not reflect fully the purely economic 

realities, it is an early indicator of problems in social security systems typical for 

ageing populations. 

 

4.2. ESC believes that given the levels of the economic burden, achieving 

the Europe 2020 employment target is crucial for the stability and adequacy of 

social security systems in Member States. 

 

4.3. Eurostat forecast information shows that in 2050 only one Member 

State of the first group (Germany) will have demographic dependency ratio of 
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the old population above 50%, with respect to the second group this will be the 

case in five countries (Portugal, Latvia, Bulgaria, Slovakia, Czech Republic), 

and with respect to the third group high values of this indicator are expected in 

almost all countries (except Lithuania and Malta) (Fig. 3). 

 

4.4. The information in Fig. 4 for increasing demographic dependency 

ratio of the old population for the period 2010-2050 is another aspect of the 

effects of ageing - the speed of development. The highest increase in this index 

(over two times) in the first group of countries is expected only for the 

Netherlands, Cyprus and Luxembourg. In the second group of countries the 

increase in this index is expected to be less than two times only for Belgium, 

France and Estonia, while in the third group of countries this only applies to 

Italy. 

 

5. ESC found that in terms of the expected decrease and ageing of the 

population aged 20-64 after 2010 (Fig. 5 and Fig. 6), the size of this age group 

in 2050 for the whole European Union will represent almost 90% of that in 

2010. During the period 2010-2020 the share of older people (aged 55-64) in EU 

population is expected to increase by 2.6 percent at the expense of young people 

(aged 20-24), and the share of the population in the main economically active 

age group (25-54) will be reduced by 1.4 percent. For Bulgaria the process of 

ageing of the population aged 20-64 is less pronounced than that in the EU as a 

whole for the period until 2020, but is expected to become much more intensive 

during the following period: 2020-2050. 

 

6. ESC expresses its concern that the processes of decrease and ageing of 

the population aged 20-64 represent one of the most serious challenges to 
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transforming labour markets in Europe and especially in the medium to long 

term. 

 

7. The process of ageing of the population, in particular that aged 20-64, 

is primarily the result of low child birth rate over the past 3-4 decades and the 

increase in average life expectancy. In the future, life expectancy should exceed 

80 years for men and 85 years for women in the EU (Fig. 7 and Fig. 8).  

 

7.1. In almost all countries of the first group life expectancy in general is 

currently very similar to the values quoted above. With regard to this 

demographic indicator ESC notes certain lag of the new EU Member States in 

the second and third groups (Fig. 9 and Fig. 10), where life expectancy of men 

aged 55 has been steadily decreasing over the last 25 years (Czech Republic, 

Poland, Romania, Slovakia) and even over the last 20 years in Bulgaria, Estonia, 

Latvia, Hungary and Lithuania. Moreover, a similar situation is observed in 

regard to the life expectancy of women aged 55 in these countries. 

 

8. ESC considers that a serious challenge to achieving the strategic target, 

concerning the employment of the population aged 20-64, is the employment of 

young people (aged 20-24) and the elderly (aged 55-64). In this regard ESC 

notes that the differences between the first and the other two distinct groups of 

countries, with respect to the employment of the population aged 20-64, is 

primarily due to the lower employment in these two age groups. 

  

8.1. With the exception of Malta, which demonstrates high values of the 

employment of young people, it can be argued that it is the young people that 
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are the main under-used employment potential across the second and third group 

of countries as compared with the first group (Fig. 11). 

 

8.2. ESC notes that, with the exception of Estonia and Lithuania, in these 

two groups of countries labour markets as a whole integrate an insufficient 

number of people aged 55-64 against the background of intensive ageing and 

decreasing population aged 20-64 (Fig. 12). 

 

9. ESC expresses its serious concern for the insignificant progress made in 

relation to early school leaving during the period 2002-2010. 

 

9.1. In 2010 the average EU level of early school leavers was 14.1%, 

while in Bulgaria it is slightly lower - 13.9% (Fig. 13). 

 

9.2. ESC found that early school leaving is more typical in the countries 

of the third and second group, with a few exceptions - Lithuania, Poland, 

Slovakia and the Czech Republic (Fig. 14). 

 

10. ESC views the education level of the population as another major 

challenge with a clear impact on the state of labour markets and the achievement 

of employment targets. In this respect, ESC notes with concern the emerging 

differences in the employment and unemployment rates according to major 

education levels.  

 

10.1. During the period 2000-2010 labour markets in the EU maintained 

an employment rate of 50% for those with primary or lower education, while for 

Bulgaria this level was 10 to 20 percentage points lower (Fig. 15). 
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10.2. The highest unemployment rate in the EU is characteristic of people 

with primary or lower education. During the above period it increased from 10 

to 15% (Fig. 16). The unemployment rate among these people in Estonia, 

Hungary, Lithuania, Slovakia, Bulgaria, and Ireland is two to three times higher 

as compared to most of the countries of the second group - Luxembourg, 

Netherlands, Cyprus, Austria and Denmark. 

 

10.3. The respective indicator for persons with secondary education 

during most of the period 2000-2010 is about 70%, with no significant 

differences between the registered level in Bulgaria and the EU average (Fig. 

17). 

 

10.4. Logically, the highest employment rates and the lowest 

unemployment rates during the considered period are observed in people with 

higher education (80%). The employment rate of this education group in 

Bulgaria is even slightly higher, and the unemployment rate is lower, than the 

EU average in 2010 (Fig. 18). 

 

11. ESC finds that in the countries of the first group, which have the 

highest employment rate of the population aged 20-64, the level of employment 

is higher in all three main age groups within this contingent, and respectively the 

unemployment level is lower ( Fig. 19, 20, 21, 22, 23, 24). At the same time, 

ESC pays special attention to the observed higher employment rate and lower 

unemployment rate among people with elementary and lower education in the 

first group of countries which has a significant impact on the composition of the 

higher values of the employment rate of people aged 20-64 in these countries. 
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 ІІІ. THE CRISIS AND ITS IMPACT 

 ON THE LABOUR MARKET 
 

 
1. The impact of the crisis, as assessed by the Commission in the context 

of the overall economic development of the Union, is "far reaching" and finds 

expression in "large loss in economic activity, a substantial increase in 

unemployment, a steep fall in productivity, and badly weakened public 

finances."3  

 

2. To ESC the significant reduction in labour demand and job losses is 

one of the most serious negative effects of this crisis. 

 

2.1. The loss of economic activity results from the sharp decline in labour 

demand due to the shrinking production of goods and services, the reduced 

foreign trade flows, the abatement of investment activity in 2008 and 2009. 

Despite the fragile recovery in employment since the second quarter of 2010, the 

number of employed persons in the EU is 5.6 million less than the pre-crisis 

peak in employment in the second quarter of 2008. The number of the employed 

aged 20-64 was 208.4 million people, corresponding to a level of 68.8%.4 

Eurostat data for the end of 2010 show that the level of employment in the age 

                                                 
3  Annual Growth Survey: advancing the EU's comprehensive response to the crisis, Communication 
from the Commission to the European Parliament, the Council, the European Economic and Social Committee, 
and the Committee of the Regions, Brussels, 12 January 2011, p. 2 
4  Annual Growth Survey, Appendix 3, Draft Joint Employment Report, p. 2 
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group 20-64 has been decreasing for three consecutive years - from 70,4% in 

2008 to 69,1% in 2009 and reached 68.6% in 2010.5 

 

2.2. Labour demand in EU Member States has been influenced to a 

differing extent by the crisis. There are several factors that reduce the labour 

demand, but the overall effects of the crisis on labour markets are translated 

from the commodity, financial and investment markets through the reduced rates 

of production, services and foreign trade turnover, and subsequently by reduced 

domestic consumption.  

 

2.3. The GDP plunges of 2008 and the beginning of 2009 were gradually 

offset in the third quarter of 2009. The effects of economic growth on 

employment were observed with one-year lag in the third quarter of 2010. At the 

same time, ESC found that so far this growth has generated negligible 

compensation at the level employment. 

 

2.4. Despite the achieved positive growth in the second quarter of 2010, 

the forecasts remain moderately pessimistic: the expected average growth rate 

for the European Union for the period 2011-2020 is 1.5%. In this regard, ESC 

expresses its concern with the position that emerging medium-term prospects 

contain reasons for even more pessimistic assessments of the achievability of the 

Europe 2020 targets. Some of these reasons include the instability of the 

economic growth and the still low rate of employment that it generates. What 

should be assessed is the possibility of implementing coordinated policies at the 

EU level, as well as at the level of individual Member States, providing an 

                                                 
5  Eurostat, Latest news releases, http://epp.eurostat.ec.europa.eu/cache/ITY_PUBLIC/3-29062011-
AP/EN/3-29062011-AP-EN.PDF 
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average annual growth rate of 2%, in line with propositions made to the 

European business in 2010.6  

 

 

2.5. ESC believes that the expected slow growth of the GDP in the EU as 

a whole poses some problems for the achievement of the Europe 2020 

employment targets. ESC is of the opinion that it will be difficult for such a 

growth to stimulate the increase in labour demand and the creation of jobs 

needed to compensate for the employment loss during the crisis. This conclusion 

is based on the experience gained from previous crisis periods, indicating that 

growth in employment was recorded after reaching a GDP growth above 3% 

with a lag of one year. In this regard, the emerging dynamics of employment is 

facing serious challenges, if not supported by substantial structural reforms. 

 

3. ESC identifies as the second serious negative effect of the crisis on the 

labour market the rise of unemployment. Unemployment remains a major 

problem for labour markets even today. It had been growing since the beginning 

of 2008 and stabilized at a relatively high level after February 2010. The number 

of unemployed people in the beginning of 2011 is 23.1 million and significantly 

exceeds the unemployment rate during the pre-crisis period – 16.9 million in 

2007. 

 

3.1. ESC identifies youth unemployment as one of the main problems 

faced by labour markets in the EU-27 during the crisis. Unemployed young 

people are 5.2 million, which is 1.2 million more than the low level in the spring 

                                                 
6  Cf. the article "Go for Growth" of BUSINESSEUROPE. 
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of 2008. In comparison to this period the growth of youth unemployment in the 

end of 2010 has grown even more - by 30%. 

 

3.2. At the same time ESC observes that at first the crisis hit more 

strongly male employment, which was reflected in the higher increase of 

unemployment among men. Subsequently, however, female employment also 

began to decline, and respectively unemployment among women began to rise. 

 

3.3. Another negative effect, which ESC finds, is in the increase of long-

term unemployment in all social groups, albeit to varying degrees. In this regard, 

the data show that of all unemployed persons in the EU, 5 million remain 

unemployed for a period of 6-11 months.7  

 

4. To ESC the downturn in labour productivity is another negative effect 

of the crisis and a challenge to labour markets. The crisis has delayed structural 

reforms and stayed the dynamics of labour productivity in Europe. The 

relatively slow and unsteady recovery leads to deepening the disparities in 

labour productivity levels in Europe as compared to its main competitors. 

Expectations are that by the end of 2012 eleven EU Member States will remain 

with productivity levels lower than those before the crisis.8  

 

4.1. According to ESC the slow recovery of labour productivity in Europe 

is a result of insufficient structural reforms, which could stimulate more 

effective redistribution of employment from the point of view of the creation of 

added value, and respectively labour productivity. Obviously, the measures, 

widely applied in Member States for job protection in sectors heavily affected 
                                                 
7  Annual Growth Survey, Appendix 3, Draft Joint Employment Report, Brussels, 12 January 2011, p. 2. 
8  Ibid, p. 2 
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by the crisis, have affected the dynamics of labour productivity and the 

restructuring of the workforce in these sectors. The investments in these 

programmes were designed to mitigate the impact of the crisis and reduce the 

wave of unemployment and they performed this task, but at the same time 

delayed the restructuring of employment.  

 

4.2. In this sense, temporary schemes for reduced working hours, 

compensation and benefits, and the encouragement of employment in different 

sectors, fulfilled their goals as far as they kept the countries from sharp 

upswings of unemployment. These schemes played the role of "buffer" for the 

transition from employment to social protection for a significant proportion of 

the workforce. At the same time, they kept the healing process of restructuring 

of industries and companies in line with the requirements of market competition. 

Therefore, the more radical actions in this respect of the USA and Japan had 

better results as far as they supported the more rapid restructuring of production 

and employment even at the cost of temporarily higher unemployment.  

 

5. To ESC the decrease of income and the living standard are among the 

most serious effects of the crisis which contribute to a significant challenge to 

labour markets. 

 

5.1. The crisis in the labour market, the decrease of employment and the 

increase of unemployment interrupted a period of relative stability and growth in 

the incomes and living standards of people. In countries where income is below 

the EU average and the standard of living is lower, the collapse of employment 

had a very significant impact on living standards. These are mainly new 
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Member States but also those with high debt burden and impaired fiscal 

stability.  

 

5.2. According to ESC, reducing working time and freezing the growth of 

wages and pensions are policies that contribute to fiscal consolidation, but also 

lead to lower income for households and to increase in the working poor, people 

at risk of poverty, and socially marginalised people.  

 

5.3. With particular concern ESC notes that the increased risk of poverty 

is particularly strong with respect to children. The poverty rate among children 

in Europe during the crisis increased from 14.1% in 2007 to 14.4% in 2008 and 

to 14.7% in 2009. The growing poverty among children is a challenge not only 

to achieving the targets of the Europe 2020 Strategy in terms of reducing early 

school leavers to 10%, but also to the possibility of reproduction of a work force 

able to achieve competitive growth. 

 

5.4. Poverty is directly related to the level of children dropping out from 

school and the deterioration of the quality characteristics of the future 

workforce. In this regard, ESC agrees that "poverty" is a significant factor 

accountable for the growing illiteracy and early school leaving of children from 

school. 

 

6. ESC views the increasing pressure on public finances and social 

systems (pensions, social security benefits, unemployment programs for active 

policies in the labour market) as a very significant negative impact of the crisis 

and a serious challenge. 
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6.1. ESC shares the opinion that social security systems are an important 

"buffer" to soften the impact of the crisis. In most EU Member States they 

protected to a certain extent household income and prevented people from social 

marginalisation. 

 

6.2. In this regard, ESC found that in some Member States, where the 

social systems are stable and financially secure, helping households at risk 

protects the quality of life and keeps income above the poverty line. While in 

other Member States, where social systems are relatively weak and financially 

insecure, social protection fails to reach all people in need, and its size is 

minimal, so that in most cases it guarantees a subsistence minimum rather than a 

living standard.  

 

6.3. ESC agrees that changes in the available schemes, the access to, and 

the period of receipt of unemployment benefits as a crisis instrument aims not 

only at supplementing the incomes of people at risk, but also at stimulating their 

activity re-integration into the labour market. 

  

ІV. CRISIS POLICIES AND CHALLENGES TO 

 LABOUR MARKETS 

 

1. EU Member States made active steps to reduce the negative effects of 

the crisis on labour markets. The Covenant on Economic Recovery (December 

2008) called for a "coordinated approach" of interaction to stabilise the 

economy, restore growth and maintain social cohesion. The actions under this 

Covenant were financed with EUR 200 billion which was to be spent on the 

implementation of measures to support and protect employment and promote 
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entrepreneurship, stimulate labour demand, and facilitate businesses' access to 

financing.9 

 

2. Governments spent significant amounts from their state budgets on the 

implementation of crisis policies in EU Member States, but this increased 

internal deficits and they were subsequently forced to impose strict measures for 

fiscal consolidation. 

 

3. EU funds also provided substantial financial support to Member States. 

The substantial financial resources allocated to soften and mitigate the negative 

impacts of the crisis increased up to two times the usual expenses of the labour 

market. Whether these costs achieved the desired effect and to what extent they 

contributed to the reduction of the adverse effects of the crisis is a question that 

currently attracts the attention of researchers, politicians and the general public.  

 

4. The policies implemented with respect to the labour market include 

three main components: (a) policy support (passive interventions, incl. income 

support outside of employment and early retirement schemes), (b) labour market 

measures (active interventions, incl. training, job placement, incentives for 

employers, direct expenses for jobs, incentives for starting jobs, etc.) and (c) 

services of the labour market. 

 

                                                 
9  In pursuance of the European Economic Recovery Plan in January 2009 the Commission surveyed and 
made recommendations to Member States on their structural reform programmes in the context of EU's crisis 
plan by means of issuing in June 2009 the Communication entitled "A Shared Commitment for Employment." 
The document presented three key priorities: maintaining employment, creating jobs and promoting mobility; 
professional development to meet the needs of the labour market; increasing access to employment. At the 
employment summit in May 2009 these priorities were developed in ten specific areas for action in which the 
Member States of the EU must focus their attention and use the tools for support provided the European 
Commission.  
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5. According to ESC, regardless of the crisis policies undertaken by 

Member States within the EU - proposed set of key objectives and principles, 

the capacity of labour markets to adjust to the new economic conditions and 

stimulate the mobility from the less efficient jobs to new innovative and more 

productive jobs - is not sufficiently effective and flexible. Moreover, ESC 

believes that the necessary synergies with social policy targets to support 

vulnerable groups, promote social integration through employment activity and 

poverty reduction were not achieved. On the contrary, there are signs of 

increasing segmentation of labour markets and increasing marginalisation. 

 

6. In this regard, ESC analyses of the situation in Member States' labour 

markets identified problems such as high youth unemployment, the 

disadvantageous circumstances concerning the reintegration of long-term 

unemployed people, people with low qualification, older workers. Although in 

most Member States considerable efforts were made to improve job placement 

actions and investment in retraining (64 measures implemented in 21 Member 

States),10 ESC believes that they did not achieve the expected positive effects on 

improving the employment status of the mentioned risk groups. In it acts ESC 

has set down the key challenges to the effectiveness of employment services in 

crisis conditions as well as the fact that their work has increased as a result of 

the increasing number of unemployed people which is disproportionate to the 

insufficient capacity and funding of these services.  

7. ESC finds that the main policies implemented for increasing labour 

productivity in Member States currently include optimising employment by 

reducing the "internal labour reserves" and diverting workforce from sectors 

with low to high productivity. In order to achieve these objectives through 
                                                 
10  Giuseppe Garone, Gert Jan Koopman, Karl Pichelmann, Labour market prospects and policies to soften 
the impact of the financial crisis, ECFIN Economic brief, Issue 1/May 2009 
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measures to promote flexible working hours (a total of 20 measures 

implemented in 16 Member States), as well as measures to promote education 

and lifelong learning (a total of 10 measures implemented in 7 Member 

States).11  

 

8. Another key element of the package of crisis policies, according to ESC 

are the measures for promoting employment by reducing labour expenses (a 

total of 35 measures implemented in 17 –Member States). ESC considers the 

reduction of so called unproductive costs in times of crisis, however, care should 

be taken not to transgress the minimal limit that guarantees sustainable and 

inclusive growth and ensure decent working conditions. 

 

9. Different versions of the crisis measure of reducing the unproductive 

costs are utilized in different Member States: reducing unemployment 

contributions for both employers and employees (Germany in 2009); reducing 

social security contributions (Hungary in 2010 from 32 to 27 % for salaries 

under a definite threshold), exemption from the payment of social security 

contributions for newly created jobs for a definite period of time (Ireland); 

reducing social security contributions for enterprises with up to 10 employees, 

which hire staff with low qualification (France); exemption from the payment of 

social security contributions for employers who hire long-term unemployed 

people (Portugal); refunding social security payments to employers who hire 

unemployed persons below 26 and above 55 years of age (Slovenia), etc. This 

diversity shows that this measure has found its place in most crisis packages of 

individual Member States. The exceptional diversity in the versions of this 

                                                 
11  Giuseppe Garone, Gert Jan Koopman, Karl Pichelmann, Labour market prospects and policies to soften 
the impact of the financial crisis, ECFIN Economic brief, Issue 1/May 2009 
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measure emphasises its flexibility to the specific national targets and it is also an 

advantage that should be emphasised. 

 

9.1. According to ESC attention should be paid to the fact that the 

reduction of social security costs is a temporary tool to alleviate the negative 

effects of the crisis on employment and social cohesion. Typically, this measure 

is aimed at specific population groups who are at risk on the labour market such 

as disabled people, young people, long-term unemployed, or specific sectors - 

e.g. small and medium enterprises. 

 

10. ESC found that the implemented measures for the protection of 

income and social protection differ significantly between Member States. A 

particularly substantial difference is observed between old and new Member 

States. In this regard, of special importance is the degree of construction of the 

respective networks, the accumulated capacity, the financial resources and the 

mechanisms for the monitoring and evaluating of effectiveness. Therefore, the 

measures implemented in this area have divergent effects in different Member 

States and result in different behaviour in the beneficiaries in terms of their 

employment and social reintegration. ESC expresses its opinion that despite the 

differences between Member States in terms of their ability to guarantee income 

and social protection of their citizens in times of crisis, such protection schemes 

should stimulate labour integration effect.  

 

11. According to ESC, the low level of economic activity, as another 

major challenge to the labour market, stems from the negative effects of the 

demographic crisis, the ageing of the population, and the increasing outflow of 

workforce from the market. In this sense, the measures taken to accelerate the 
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activation of professionally inactive people (34 measures implemented in 19 

Member States) are even more meaningful if they achieve the necessary effects 

at the national level. Meanwhile ESC draws attention to the fact that economic 

activity is low due to the low competitiveness on the labour market owing to the 

low level of education, lack of training or lack of basic skills such as literacy, 

poor communication skills, lack of computer and other basic knowledge. 

 

12. ESC states objectively that the social protection of people at risk of 

unemployment, poverty and social marginalisation has limited capacity in terms 

of the number of beneficiaries and the amount of the support. The social systems 

have relatively strict criteria for access, but in many cases they show a certain 

degree of "permeability." Examples of this are the access to benefits in cash or 

kind under social support schemes, access to social benefits for disability, etc. 

According to ESC, these issues concern not only the degree of "permeability" of 

the systems, but to a great degree are reflected in their control and the public 

assessment of the effectiveness of programmes and measures. Along these lines, 

even if limited to the currently existing funds social security protection can be 

more effective and profound if this particular side of it is strengthened.  

 

13. The use of subsidiary public sector employment as a measure to 

support employment in the turbulent times of particularly vulnerable groups of 

the workforce also has different forms. For example, in some countries, this 

measure is targeted at particular groups of employees such as those with low 

qualifications (Lithuania) and the youth (United Kingdom). Although it is a 

relatively widely used measure in Member States, it does not provide a lasting 

solution to the problems of vulnerable groups. The benefit of this measure is the 

creation of employment at times of economic downturn, but its limitations lie in 
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the financial constraints and the fact that the continued implementation of such a 

measure distorts the labour demand between the public and the private sectors. 

 

14. ESC acknowledges that in the European Union operate approximately 

20 million small and medium enterprises (99% of all enterprises) which provide 

nearly two-thirds of total employment and generate about 60% of the added 

value.12 All this determines the importance of the sector and the need for special 

programs to promote self-employment and entrepreneurship. In Member States 

the schemes promoting self-employment and entrepreneurship are realized in 

different forms, including start-up subsidies (Estonia, Finland, Latvia, Poland, 

Portugal), which may be directed to special target groups; different forms of 

education; health insurance discounts (Slovakia), capitalisation of 

unemployment benefits (Spain), granting loans (UK); stimuli regarding business 

premises and automobiles (France); tax relief for self-employed persons for 

repairing their residential premises (Germany), etc. 

 

15. As a general conclusion from the present analysis the ESC found that 

crisis policies and measures have no coherent effect and their assessment has 

different dimensions depending on many factors, including their timeliness and 

duration of application. 

15.1. ESC believes that certain measures of active labour market policies 

are more effective in the initial phase of economic downturn (e.g. reduced 

working hours), while others are more effective in the phase of economic 

recession - to stimulate labour demand (e.g. temporary subsidies). 

 

                                                 
12  Employment in Europe 2010, p.87 
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15.2. Also, certain measures (subsidiary employment) are targeting the 

most marginalised groups on the labour market and have socio-economic effects 

that should be compared with the fiscal constraints that provoke them. What 

should be considered in relation to this kind of measures is the adverse effect 

that subsidiary employment and temporary subsidies in the public sector have on 

labour demand in the private sector. Therefore, what is necessary is regular 

assessment and a flexible attitude towards the measures used not only at the 

national but also at the regional level, and at the micro level too. 

 

16. Finally, ESC expresses its uniform position that irrespective of the 

implementation of various packages of crisis measures and attempts to soften 

and mitigate the impact of the crisis on labour markets, European labour markets 

face major challenges in terms of their efficiency and flexibility of operation 

within the economic cycle. As a result, European labour markets have registered  

substantial imbalances which remain a serious challenge to the socio-economic 

development of Member States and the achievement of the objectives of the 

Europe 2020 Strategy. 

 

 

 

 

 

 

Prof. Lalko Dulevski, Ph.D 

PRESIDENT OF THE ECONOMIC AND SOCIAL COUNCIL 
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APPENDICES  

(Source: EUROSTAT) 
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Fig. 3 
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Fig. 4 
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Fig. 5 
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Fig. 6 
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Fig. 7 

 
 

Fig. 8 
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Fig. 9 
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Fig. 11 

 
Fig. 12 
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Fig. 13  
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Fig. 15  
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Fig. 17 
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Fig. 19 
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Fig. 21 
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Fig. 23 
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