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Abstract

‘Flexicurity’ lacks conceptual rigour leading tcsitapture by various and even conflicting
interests. The aim of this paper, therefore, isdatribute to conceptual clarity by using the theor
of transitional labour markets (TLM). In this peesgtive, active securities — understood as legally
guaranteed social rights to participate in decisabout work and employment and to share
equally their fruits as well as their risks — are assential precondition for bringing flexibilitye
security to a right balance. The paper starts vifite normative basis of TLM, which is grounded
on four principles of justice and emphasising adggrsensible life-course perspective. The
empirical basis of TLM is set through a comparisémon-standard employment relationships as
the alleged core of flexible employment relatiopshin Europe. From this normative and
empirical backdrop, the role of active social seties is derived, grounded on new behavioural
economics and the theory of learning by monitorifge final section exemplifies the potential
role of ‘active securities’ on the basis of two uéagory ideas: rights and obligations to capacity
building and coordinated flexibility as functioneduivalent to external (numerical) flexibility. The
outlook concludes with special reference to les§onthe European Employment Strategy.

Introduction

‘Flexicurity’, the flagship of the European Emplognt Strategy, lacks conceptual
rigour. It often invites to cheap talk, to opporsiit use for various political
interests, to the mistake that flexibility is omtythe interest of employers and
security only in the interest of employees, or@aasider ‘good practices’ as a
menu a la carte. Although these weaknesses magrisedered a strength
(conceptual openness inviting joint debates an@rmiht adaptations), their
potential damaging effects pervade. The concegslaspecially a normative
background that enables to assess or to propeidy gioe so-called ‘balance’ of
flexibility and security; a sound empirical backgnal to evaluate the reasons for
an alleged increasing demand of flexibility and thlated insecurities for people
affected by ‘flexible’ employment relationships; explicit governance
framework that guides the potential win-win-gameéflekicurity’; and finally a
theory of the interrelationship between variousreiof flexibility and security.
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organised by ETUI, AIAS/HSI, UCM, and TRANSOC, in MatjiMay 6-7, 2010. The main organizers,

Prof. Amparo Serrano and Prof. Maarten Keune, thterpublish the conference proceedings as a book.
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2 Director of the Labour Market Policy and EmploymBesearch Unit at the Social Science Research Centre
Berlin (WZB) from October 1989 to March 2008, andfEéssor Emeritus of Political Economy at the Free
University of Berlin; correspondenceww.guentherschmid.eu




The aim of this paper, therefore, is to contritoteonceptual clarity by using the
theory of transitional labour markets (TLM). Ingtperspective, active securities
— understood as legally guaranteed social righpatticipate in decisions over
work and employment and to share equally theitdras well as their risks — are
an essential precondition for bringing flexibilyd security to a right balance.
These securities are ‘active’ in the sense that teguire deliberative interaction
(and often negotiation) between individual or cctifee actors on the labour
market.

The paper starts with the normative basis of TLEugided on four principles of
justice and emphasising a gender-sensible lifessoperspective (work-life-
balance) as the new orientation for labour marketsocial policy (1). The
empirical basis of TLM is set through a comparisbnon-standard employment
relationships as the alleged core of flexible emplent relationships in Europe at
two points of time (1998 and 2008) using the Euapspkeabour Force Survey (2).
From this normative and empirical backdrop, the wfl active social security is
derived on the basis of the new behavioural thebrgtuitive choices and
decisions and from the theory of learning by mamiip (3). The final section
exemplifies — especially by good practices fromgbecalled ‘German job
miracle’ — the potential role of ‘active securities the basis of two regulatory
ideas: rights and obligations to capacity builoamgl coordinated flexibility as
functional equivalent to external (numerical) flaikty (4). A summary and
outlook conclude with special reference to lessonghe new European
Employment Strategy.

1. Normative Foundationsof Transitional Labour Market Theory (TLM)

The theory of TLM aims in general at a strategy of ex ans& sharing through
empowerment of both employers and employees ummaelsts enhancing their
adjustment capacities to the risks related to pgbdubusiness cycles on the one
hand and to life cycles on the other hand. Thée éilsment of such an
empowerment is to extend the insurance principj@ibe the risk of
unemployment and to include volatile income risksreected with critical
transitions over the life course, for instance,tthasition from school to work,

% By using the term ‘theory’, | am well aware thatMhas not yet reached the status of unified theory.
However, as the following might demonstrate, thécaéelements of various strands are existent and
inviting the reader to develop further.



from labour market to unpaid family or civil wor&r(combining both), from full-
time to part-time work, from dependent to own actomork (self-employment),
from work to retirement. This extension of the rigkizon implies not only
‘making work pay’ (the transition from unemploymeat— implicitly full-time —
employment) but alsimaking transitions pay(the transition between various
employment relationship). A second important elehoémhis empowerment
strategy is to enhance the adjustment capacitpibf @mployers and employees
not only through investing in human capital bubalsrough investing in the
workplace or work environment. This extension @& tisk horizon implies to
complement the supply strategy of ‘making workérfof the market’ with the
demand strategy &iaking the market fit for worker$’

As anormative concepflLM theory redefines the social dimension of ldigour
market by focussing on solidarity through ex amk sharing instead of only
compensating ex post the losers of market dynathrosigh more or less
generous transfers. This ex ante solidarity disiisties the social market
economy from a liberal (‘capitalist’) market econpfor which the “social”
consists only in charity. As analytical conceptTLM theory redefines the
allocation function or matching dimension of thedar market by focussing on
sustainable transitions (work-life careers) overltfe course instead of
optimising only single job-to-job matches. The titih‘good’ or ‘decent’ work
over the life course distinguishes the social magkenomy from a liberal
(‘capitalist’) market economy for which there esisinly the right to workfare.

From thenormative perspectivéhe core idea of TLM is to empower individuals
by enabling them to change from one work situatibanother in case of
economic and social change or in case of shiftidgvidual preferencesWork” ,

in the TLM perspective, includes all activitiesasf obligatory character,
independent whether they are contractually paithermarket (employment) or
socially imposed but not paid. Since participaiioaeliberations is an essential
ingredient of democracy, even taking part in suct@sses can be considered as
‘work’ in its widest sense. In fact, historicallype of the first measures
introducing the work oriented right of deliberatiparticipation was the granting
of time-off to employees holding a position of eallive responsibility (staff
representative) in companies that work with essaleld works councils.

4 These slogans have been coined by Bernard Gagieé¥)2in this vein see also the recent literature o
capacity building, e.g. Deakin/ Supiot (2009).



Thus, TLM also aim at extending options of combgnpaid and unpaid work
(especially care work) according to changing lideirse needs and preferences.
An important side-effect of such empowering wouddthat people can also take
over more risks over the life course enhancingaiwethe dynamics of the whole
economy. New active labour market policy aims may @t ‘freedom from want’
which means at ‘negative freedom’ in the sensesoidfree from fighting for the
living necessities of food, water, housing and tiedlhe policy aim of TLM goes
further by including th&reedom to act’ which means ‘positive freedom’ to
determine one’s own life through the endowmentagfabilities

Four principles of justice underlie this theSryhe first principle igustice as
fairness Concerning the goals of policy intervention, doecept of TLM is
opposed to the utilitarian assumption of maximidmagpiness for all. TLM
theory rather emphasise the difference principlédiyn Rawls (2001) according
to which inequality is only justified if it improgethe lot of the least advantaged.
This suggests turning around Tolstoy’s famous thiatory statement in his novel
Anna Karenina“Each unhappy family is unhappy in its own wayliere are
many ways to happiness, but the main reasons faappiness are a few.
Maximizing happiness is a moving and often futdeget as the booming
happiness research shows (Layard 2005, Offer 2006)educing unhappiness,
especially caused by long-term unemployment an@fppvis something that can
be achieved.

The second principle jsistice as solidarityTLM theory follows Ronald Dworkin
(2000) who discovered an important blind spot innJRawls theory of justice.
The strategy of maximizing welfare of the most disantaged is ethically
insensitive. People are and have to be concernadt #ie responsibility of their
choices. Rights and obligations have to be balardgethanding more individual
responsibility, however, requires endowing all induals with equal
opportunities. It also requires ex ante solidantihe sense of periodically
redistributing resources over the life course wofa of equal opportunities. The
main reason for such redistribution is the fact tharket forces regularly distort
distributive justice because much depends — imthket game — on sheer luck.

® The distinction of ‘negative’ and ‘positive’ freech goes back to the social philosopher 1. Berlird@0
® For an explication at proper length see Schmi@§2@nd (2008, pp. 224-231).



However, Dworkin’s concept of periodic redistritartiand his hypothetical
insurance scheme lack direction in terms of sulestarhich leads to the third
principle ofjustice as agencyrollowing Amartya Sen (2001) and its adaptations
(e.g. Salais/ Villeneuve 2004), TLM theory assumpesat differences in the
individual ability to convert resources for a filifig personal life course. Labour
market policy, therefore, has to concentrate omlb#ifies, which include not

only individualised endowments of resources but alsupportive economic,
social and political infrastructure. In fact, undee agency perspective the focus
shifts from the means of living to the actual ofipnities a person has (Sen 2009,
253). The civil dialogue in general (free deliberatin media accessible to
everybody) and the social dialogue in particuleegfdeliberation and bargaining /
negotiating between social partners/ in induste&dtions) are considered as
essential elements of such an infrastructure.tuiginal capacity building,
therefore, is of utmost importance for sustainalaeelopment and prosperity for
all.

The fourth principle igustice as inclusionThis principle relates, on the one hand,
to established social communities. Since labouketarinherently tend to social
exclusion of the least competitive members, saotagration of all willing to
participate is a central element of justice asusicn. The principle of inclusion,
however, also encompasses the relationship betestablished communities.
TLM theory assumes an increasing interdependentycaf, regional, and
national economies. Globalisation (including Eumpeation) of labour markets
in particular requires a spatial expansion of thiegiple of social inclusion, in
other words, an expansion of risk-sharing commesitieyond ethnic, regional
and national boundaries (Ferrera 2005). The ressthrat open and opening
market economies produce winners and losers irsgmmetrical way.

2. Empirical Foundationsof Transitional Labour Markets (TLM

As ananalytical conceptTLM theory emphasizes the dynamics of labour
markets. The analytical focus is on flows betweiiergnt employment

" To give just one telling example: Thanks to massipction in hog farming (killing the small hog ffiaing),
pork prices dropped by about one-fifth in the Udiifates between 1970 and 2004, providing annuaigs
of about $29 per U.S. consumer. With the openinigoodlers, the U.S. giant Smithfield storms intotEas
Europe with the same intent and comparable effatts global scale. In Romania, the number of hagdas
has declined by 90 percent — to 52,100 in 2007 #@m 030 in 2003. In their place, the company eygptr
contracts with about 900 people and buys grain fabout 100 farmers (International Herald Tribunayh\d,
2009, p. 1).



relationships rather than on stocks, and on triansitover the life course rather
than on one way job-to-job changes. Distinctiomele between integrative,
maintenance and exclusionary transition sequenced careers (O’Reilly et al.
2004). This concept of TLM has stimulated a richaeempirical research on life
course transitions which cannot be presented‘here.

TLM, however, emphasise also transitions within Epment relationships. The
often quoted fact that international research findsemarkable downward trend
in job tenure and no remarkable increase in jojpiotransitions (Auer/ Cazes
2003) is completely in line with the concept of TLIVhe reason is that many
transitions can be performed within stable emplayimelationships through
internal flexibility as functional equivalent totexnal flexibility. Instances are the
shift from full-time to part-time work due to patahleave or the combination of
part-time work with off-the-job training, or inteshjob rotation through multiple
skills or retraining.

Such flexibility within a continuing employment aglonship explains for instance
the fact that the@ominal employment raie Sweden is about 76 per cent, whereas
the effective employment ratewhich means the rate of employed people who
actually work in a week — varies between 64 ang&8cent. The observation of
such a (probably increasing) discrepancy betweemmed and effective
employment rate might even be turned into a noneaiatement: The more
transitions within an employment relationship dteveed or demanded, the
higher must be the employment rate to keep thehimacy’ of economic
prosperity running. The Lisbon objective of 70 pent employment rate in 2010,
therefore, might even be too modest in the long-Bame countries therefore, for
instance the Netherlands and Sweden, have alreadyesfull employment goal
at 80 percent in their national employment prograsim

There is plenty of evidence that the variabilityeofiployment relationships is
increasing: Non-standard employment relationshipspreading, however at
varying degree depending on the national employmsgsiem. The following
paragraphs shall illustrate this trend by somesstgl facts-

8 See, among others, Schmid/ Gazier (2002), Sch2gide, 2008a), and various contributions in fiveersity
published rich volumes on ‘flexicurity’ and trarisital labour markets by Anxo et al. (2007), Jorgens
Madsen (2007), de Koning (2007), Lassnigg et #1072 and Muffels (2008).

® Current propositions fdEurope 2020'followed suit by setting the target to 75 percent.

10 For more figures and data see Schmid/ Protscr9j2@@hmid (2010).



First,open-ended part-time contrads percent of the working age population
vary in Europe between almost zero percent in Raareamd 25 percent in the
Netherlands (Figure 1). Apart from the new membates, open-ended part-time
contracts are on the increase. There is also md podiscussing that part-time
concentrates on women and low-wage jobs, andltleaetjobs are risky in terms
of social security in old age. However, open-engad-time contracts might be
considered as element of the new ‘standard emplolyomntract’ to the extent
that they substantially contribute to householebme through skilled work in the
range of 20 to 34 hours and including options toenio full-time work.
Transitions from open-ended part-time to full-tirnewever, are still rare, and
robust evidence in a comparative perspective id ttacome by.

Figurel: Part-time Employees (only with open-ended contracts, and
without self-employed) as Per cent of Working Age Population
(age 15-64), 1998 and 2008
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Source: Eurostat, own calculations

Second, fixed-term contracts, including temporagtqimers, as percent of
working-age population vary between almost zeragmrin Romania and 16
percent in Spain. The dynamic in the last ten ysansixed, but most EU-member
states experienced a further increase (Figuree2lin@ examples are the UK and
Denmark with a slight decrease. The reason for theiiation from the majority
of the ‘old European member states’ is the fachotierate or low employment



protection. The two countries are therefore couat@mples for the otherwise
strong positive correlation between employmentguidn and fixed-term
contracts, especially among men. Furthermore, fieeah contracts, especially in
form of temp-agency work, is concentrated amonghgoadults and often
combined with low skills and low wages. Many malke transition to open-ended
contracts, but also many get stuck and become msrobée new precariat.
Again: good and actual comparative data on trawsitates are missing.

Figure2: Temporary Employees (including part-timers) as Percent of
Working Age population (15-64 years), 1998 and 2008
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Source: Eurostat, own calculations

However, two overall conclusions seem to be unatate The higher the share of
temporary contracts, the higher the unemploymexdtieity (and therefore the
unemployment risk) to cyclical variations of demaadact well documented by
comparing — for instance — the unemployment perémrre of Spain (drastic
increase) and France (moderate increase) duringutinent crisis (Bentolila et al

1 Some figures based on the European Community Holds€tanel (ECHP) for the period 1994-2001 can
be found in Klammer et al. (2008); Leschke (200®yjuled an excellent four country study on non-dtad
employment (Denmark, Germany, UK and Spain) basdth® same data source. Statistical monitoring of
transitions is still a desideratum, both at nati@mal international level.



2010)** Finally, the increasing concentration of fixedatezontracts on young
adults raises serious concerns about how thesegymeople might be able to plan
their life (including family formation and long-tercareers) in the future.

Third, the number of self-employed — measured hsrewn account workers
without additional employees and working withoutesmployment contract — as
percent of working-age population, lies between pgocent in Luxemburg and
13 percent in Greece (Figure 3).

Figure3: Sedf-employed (full-timeor part time, own-account workers) as
Per cent of Working Age Population (15-64 years), 1998 and 2008
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Source: Eurostat, own calculations

There is no clear pattern of the dynamic. In mamyntries, self-employment is
falling mainly due to the decline of traditional alirfarming, in some countries
self-employment is still increasing in the so cdléeeative sector or due to

12 The authors argue that labour market institutiorthe two economies are rather similar, excepttfer
larger gap between dismissal costs of workers péttmanent and temporary contracts in Spain, wieiat |
to huge flows of temporary workers out of and imt@mployment. The authors estimate in a counterdhct
scenario that more than one half of the increasledrunemployment rate (about 6 percentage powtsljd
have been avoided had Spain adopted French emphbyretection institutions before the recessiontsta
The case of the German ‘unemployment miracle’ whach we come later — is different. Here it wasles
employment protection than the availability of i@etsecurities’ which prevented a drastic incrdase
unemployment.



disguised self-employment and to some extend deeftrced self-employment
of unemployed people. Many of these own accounkersrface high risk of
volatile income and lack of health or social insu&in old age. We know little
about transition rates from self-employment to wagek and vice versa, but
some anecdotic evidence, especially from Swed#s tbat this dynamic may be
strong. Especially the combination of open-endetigfrae employment with
self-employment seems to be a promising strateggribancing employment and
income security beyond the standard employmentacint

If we combine these three forms of non-standardie@ynpent and control for
overlapping (for instance, some part-timers havediterms contracts; some self-
employed are part-timers), we get the aggregatesteoxdard employment rate.
This rate varies between 7 percent in Estonia apidceurse the champion — 43
percent in the Netherlands (Figure 4).

Figure4: Aggregate non-standard employment ratesin Europe, 1998 and
2008
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Source: Eurostat, Labour Force Survey; own calmriat The “aggregate” non-standard

employment rate includes part-time, fixed-term amgh account work controlling for
overlaps; the EU-average excludes Bulgaria, Malth@yprus.

A deeper systematic comparison of employment aatiips in the EU member
states, their dynamics and their relationship witrer performance measures of
employment systems over the last decade revedlsefunsights (Schmid 2010).

10



First, through differentiation by gender, the pretbecomes more telling. Both
the level (EU-average of about 15 percent for i2drpercent for women in
2008) as well as the dynamics (EU-average of abarcentage points change
from 1998 to 2008 for men, about 4.5 percentagetpa@hange for women) hint
to the fact that non-standard employment mainlga#f women. It may, thereby,
come to a surprise that this combined indicatotffexible employment*® is
highest both in the so-called social democratitesys (Sweden, Denmark, and
the champion Netherlands, as a hybrid system, declyand in the ‘liberal’
systems (UK, Ireland). The family centred contiméftonservative’ systems
(e.g. Austria, Belgium, France, and Germany) as agethe Mediterranean
systems (e.g. Italy and Spain) are in the middid; &l of the new member states
(e.g. Czech Republic, Hungary, the three littletiBatates) — with the exception
of Poland” — are at the bottom.

Second, non-standard employment increased in alatidSU-member states,
especially in the Netherlands, Germany and Italytli other hand, it is
remarkable that most of the new EU-member stabes‘ffiansition countries’) not
only cluster together, but that some of these cms)tespecially Latvia,

Lithuania, and Romania experienced even a dedlitlee aggregate non-standard
employment rate. The most likely explanation fas fieature is the fact that work
in the informal economy serves as a functionalgjant for formal non-standard
employment. In addition, in countries with low eoamic prosperity, part-time
work (the most important component of ‘non-standargployment’) does not
provide enough earning for women engaged in fotadaur market work.

Third, the fact that ‘social democratic’ as well'li#seral’ systems rank high in
terms of non-standard employment can be takerrasnestantial evidence that
non-standard jobs are related with very differegutatory frameworks. Whereas
the Dutch or Danish non-standard employees sedya teell covered by
employment and income security arrangements, #naat be said, for instance,
for their counterparts in Britain, Germany andyitaturthermore, not all of these

13 Non-standard employment is not necessarily flexiblall respects: Part-timers, for example, ass le
flexible than full-timers in terms of numerical vikimg-time (overtime, short-time); fixed-term workeare
often less flexible than open-ended full-timerserms of multiple tasks.

1 Although Poland’s employment rate is low like imshof the transition countries, its share of terapp
work is very high. Fixed-term employment rocketazhi 514,000 (1998) to 3,207,000 (2008), whereas tot
employment stagnated. The reason probably is stheefpulation of temporary work which allowed fixed-
term chain contracts without any limit until 20@3ly in 2004, Poland introduced stricter regulatiexcept
in the seasonal and temp-agency sector. In facheight of fixed-term contracts was in 2007, drel t
number of temporary workers declined slightly i0&0
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jobs are precarious or exclusionary. They can sas\&epping stones or as
intermediary jobs within a meaningful work life ear. One can also argue that
the concentration of non-standard employment omgadults reflects the
renaissance of occupational labour markets (Mar$860) requiring a series of
job-to-job transitions in order to gain professibegperiences and
competitiveness on the labour market. Neverthelsm in countries with high
security standards, non-standard jobs often invbigbker risk of exclusion than
standard jobs.

Fourth, related to the Lisbon Strategy’s goal afiakinclusion, the good news is
the fact that aggregate non-standard employmengletes both positively with
employment and labour force participation as weléth prosperity in terms of
gross domestic product per capita. Although cotiaia cannot be taken as a
causal proof, this observation (especially thetpasrelationship in the dynamic
perspective) nevertheless indicates that increaseety of employment
relationships supports higher inclusion of peopte the labour market as well as
a higher level of market transactions. The bad riswlsat non-standard
employment and the related higher risks are heawihcentrated on women,
young people, and low-skilled, i.e. on the moreneuable part of the labour force.
In some countries, especially in Germany, the esttenof non-standard jobs is
closely related with the extension of low-wage jobs

Fifth, and related to the Lisbon ambitious claimaaird-class competitiveness,
empirical evidence seems to indicate that rising-standard employment does
not lead to increased productivity. On the contrég relationship of
employment growth and labour productivity (GDP peployed worker) from
2000 to 2007 is slightly negative. There is no EEnMber State obtaining
simultaneously very high employment and produgtigitowth (European
Commission 2008, pp 37-9). As a consequence, {hacdg for redistribution
(and with it the possibility to compensate the tesa a highly dynamic economy)
is weakened instead of strengthened. In other wamralding-in higher income
security through redistribution (an essential elehod the Danish ‘flexicurity’
model) for taking over higher risks related to fld& jobs (either in form of non-
standard employment or in form of high job turngus¥comes a void option if no
better balance of flexibility and security can berid.

The proof that it is non-standard employment whietlards productivity growth
has yet to be brought about. A recent study, howeaetly hints in this direction.
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Zhou et al. (2010) report from a sophisticated yfiod the Netherlands that firms
with high shares of workers on fixed-term contrd@se significantly higher
sales oimitative new productbut perform significantly worse on sales of
innovative new producidirst on the market). High functional flexibiliiy
insider-outsider labour markets enhances a firrais product sales, as do
training efforts and highly educated personnel. dthors found weak evidence
that larger and older firms have higher new prodat¢s than do younger and
smaller firms. Their findings, they conclude, shibbe food for thought to
economists making unqualified pleas for the deratinr of labour markets.

To sum up, the increasing contractual variety opleyment relationships and the
tendency of shifting the related risks to the wesakeembers of the workforce
combined with low productivity gains is the empalistarting point of TLM.
Against this backdrop, the aim of TLM oriented labmarket policy is,
metaphorically, to provide “social bridges” thahgeensate for the higher risks of
increasing contractual variety and ensure thatstandard jobs either are
intermediate stages in the work-life or becomeppieg stones” to sustainable
job-careers. New active labour market policy, tbgrénas to ensure that these
institutional bridges contribute to (or, at leakt,not negatively affect)
productivity growth. One strategy to realise thigeative might be to exploit
more systematically the flexibility potential of @p-ended contracts (internal
numerical as well as functional flexibility, espaty in terms of education and
training).

TLM theory claims that the implementation of the’&Bight common principles
of “flexicurity’ *° requires following consistent normative and aniedytprinciples
as well as taking into account the way people peeddeir life-course risks and
the way they act in situations of uncertainty. tdey to establish such institutional
arrangements, the theory of TLM uses the concepbafl risk management,
elaborated elsewhere (Schmid 2008, 213-241). Tikeximg exemplifies this

15 The eight common principles decided — after a GRaper induced consultation of Member States — by
the European Council in December 2007 are: (1) geatt through new forms of flexibility and securit2)

a deliberate combination of the four ‘flexicurigomponents: flexible and reliable contractual ageanents,
comprehensive lifelong learning strategies, effectictive labour market polices, and sustainald@ko
protection systems; (3) a tailored approach acogrth the member states’ specific circumstances; (4
overcoming segmentation through stepping stonesrandgh managing transitions both in work and
between jobs; (5) internal as well as externakitierity’; (6) gender equality in the broader sen$e
reconciling work, family and private life; (7) tleeucial importance of the social dialogue in impéarting
‘flexicurity’, which means — in TLM terms — negatigal flexibility and security; and, finally, (8) fai
distribution of costs and benefits (European Comimis2007).
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approach by deliberating on the implications of amtant restrictions of rational
economic behaviour.

3. Onthe Governance of Balancing Flexibility and Security

The general question is: How should labour markéty take account of real
behavioural traits — instead of ‘ideal’ traits as®&a by pure theory — such as
bounded rationality, asymmetric risk perception askl aversion? Two questions
are of special importance in the TLM-framework:sEihow can risk aversion be
overcome in order to induce people to take overemisks and the increased
responsibility that goes with them? Second, howtbaruncertainty entailed in
negotiated agreements or contracts be overcomel@r tb maintain the mutual
trust required for continuous cooperation undeffledimg interests? Prospect
theory, or the theory of intuitive judgements ahdices (Kahneman/ Tversky
2000), provides interesting insights to the fingéstion. The theory of learning by
monitoring, going back to Albert Hirschman’s dey@ieent theory (Hirschman
1967) and further developed by Charles Sable (199dplies useful hints to the
second question.

The way how people perceive risks determines minein teal daily choices.

Most people tend to myopic risk perceptions. Thegrestimate small-scale risks
in foreseeable future, and they underestimate {acgée risks that seem far ahead
in the future. Most people buy therefore more gdsdvel insurance than a
occupational disability insurance. Most people uadgimate also the risk of
unemployment or the risk of large income losses twelife course due to the
erosion or lack of skills.

Another important psychological insight is thatdes loom larger than gains in
risk perception. One the one hand, most peoplepsehall certain gains over
large uncertain gains, in other words, they préferbird in the hand instead two
birds in the bush. On the other hand, most peagle@xtremely loss averse. They
don't like to give things away even if prospecains are bright. Psychologists
have found out that the loss to gain ratio is alb@otto one. It makes thus a
difference in perception whether one frames aindkrms of losses or gains.

From these insights, important conclusions forgbkcy design of risk sharing
can be drawn. Daniel Bernoulli, one of the foundsgrgrobability theory and thus
of risk management, gives the clue. He made therghson: ‘A beggar will not
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give up begging for a workfare job since he wouwlskl his ability to beg. He has
to be offered something more’ (Bernstein 1996,12-20). This “more” — what
could that be? TLM-theory suggests a specific smiuto this psychological
problem: the extension of the expectation horizwough a set of opportunity
structures available in the most critical eventsrduthe life course.

The first pillar of extending the expectation honawould be the establishment of
new social rights that go beyond employment. A tsofucould be the
transformation of the employment contract to aeittbased ‘labour force
membership’ statusstatut professionnef*® that includesll forms of work. The
‘statut professionnel’, therefore, would also encerancome and employment
risks related to transitions between various fooinsmployment and work. This
concept has been formulated most forcefully inShpiot-Report already ten
years ago. The authors of this report start withdhservation that the terms of
the trade-off on which the classical employee statas based — that is
subordination in return for security — are now &dron their head without any
new ones taking their place. This creates the proldf adapting labour force
membership to the new employer-employee relatignaihere the Fordist model
hinged on the stable organisation of groups of erkthe new model is based on
the opposite idea of the coordination of mobilaviduals. It has to react to the
necessity (and difficulty) of defining a membershbfighe labour force that
integrates individualisation and the mobility obfassional careers. To the extent
that this individual mobility becomes the dominaharacteristic in tomorrow's
world, labour law has to ensure employment statdlitd thereby guarantee
workers recognition as labour force members. Thiagigm of employment

would thus be replaced by a paradigm of labourdonembership for individuals,
not defined by pursuit of a specific occupatiora@pecific job, but covering the
various forms of work which anyone might performridg his or her life (Supiot
2001, pp. 25-6, 55).

The new social rights are new in that they covéjexis unfamiliar to industrial
wage-earners: rights to education and trainingpiaropriate working hours, to a
family life, to occupational redeployment, retraigior vocational rehabilitation,
and to fully participate in the civil and sociabttigue. Their scope is also new
since they would cover not only ‘regular’ wage-easbut also the self-

16 This official English translation is not satisfant; the original French term “statut professiorinebuld be
translated in German as “Arbeitsmarktbirger”.
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employed, temp-agency, contract and marginal werkérey are new in nature,
since they often take the form of social drawirghts, which allow workers to
rely on solidarity, within defined and (possiblyllectively bargained limits in
order to exercise the new freedoms.

These new securities can no longer be seen as dpwiery in exchange for
subordination (as in the old employment contrdmi},as the foundations of a new
freedom to act. They can be considereddwe social securitiewhich go hand-
in-hand with worker’s initiatives to shoulder theks of flexible employment
relationships instead of restricting them. Whetherinstitutional guarantee of
security takes the form of open-ended contract imibhilt flexibilities or fixed-
term contracts with fair risk-sharing devices dejsean the situational
configuration and on institutional path dependemgg. will come back to this
point in the last section.

The second pillaffor extending the expectation horizon would be pubit
metaphorically — stepping stones and bridges tocowee critical events during
the life course. The tendency of overestimatinglsatale risks immediately in
sight and underestimating large-scale risks indhg distance leads for instance
people to perceive the risk of being stuck in the-ivage sector to be greater than
the risk of long-term unemployment resulting polgsftom being too choosy
about the jobs they will accept. Active labour nengolicies, therefore, should
not be confined solely to offering jobs and placindividuals in work. Follow-up
measures are required toansforming sheer workfare measures into stepping-
stonedo sustainable job-careers.

Thethird pillar for extending the expectation horizon would be psyagical
bridges to overcome asymmetric risk perception.efstance of risky jobs means
often abandoning familiar certainties, even thotigdy may have a lower value
than the new employment prospects. These ‘fanggatainties’ may be of
various kinds. The reliability of social assistabemefits possibly supplemented
by a small amount of clandestine employment magrizeexample, the
confidence in one’s owproductive capacitieanother. Taking on a risky new
job, however, brings with it the fear of losing skeecapacities.

To give an example: Risk aversion of people confiam a relatively poor
background has a financial as well as a psychadgicmension. Paradoxically,
the psychological dimension can be even more imapbthan the financial, as
Bernoulli’'s example of the beggar had already digdaFrom motivation studies
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we know, that poor people are especially depenaietihe sociability of their peer
groups. Training and education, however, impligsrof change of the peer
group, especially when job mobility is requiredfa end. The consequence of
this insight might be to arrange group measurdsaaksof individualised
measures in order to stabilise trust within anteisiaed social network.

The financial implication is to take care in thegramme design that fall back
positions remain always in sight. It is therefargoortant for these target groups
to have the opportunity to try out several jobshwiit benefits withdrawn
immediately if one option does not lead to suce¢ssice. Trust in such
opportunity sets rules out rigid workfare strategigat do not allow trial and error
as a productive job search strategy. For the season, the implementation of
training measures for these target groups shoatwlaloid raising too high
expectations, for example through the requireméptassing formal
examinations.

Thefourth pillar for extending the expectation horizon would be the
establishment and reinforcement@drning communitied_earning communities
are a paradigm of negotiated flexibility and setguout they differ from
traditional collective bargaining in at least tways. First, they include not only
trade unions and employers associations but alser parties that play a key role
in the regional economy. Second, learning commesniisually involve a
representative of public authorities at local, oegil or national level.

Learning communities are a relatively recent phesrmon and known under
different names, for instance in Germany underiahites for Jobs’'BRlindnisse
fur Arbeit), and in the Netherlands as ‘covenants’. In a sahpaper, Ton Korver
and Peter Oeij (2008) define — and the followingssheavily on their intriguing
rhetoric — a covenant as an undersigned writteeeagent, or a system of
agreements, between two or more parties, at legsthat is or represents a public
authority, meant to effectuate governmental polidyere is not one format of
covenants, but they share common features: enougtapping interests of
participants, mechanisms bringing about both didimiand the machinery of
achievements, the parties cooperate, and formatieas are absent, yet parties
have the opportunity to go to court in case of haeoparty's default.

Covenants are needed where issues are at stakedhn #vis not, or not yet, clear
what exactly is required of which participants thi@ve commonly set and shared
values and targets. And since this is unknowsrs, gjuite premature to invoke the
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regular process of bargaining and thus of decidimghe distribution of the
eventual net advantages of the joint effort. Irt,fatat the net advantages are,
how they can be achieved by whom, and how theyhareto be distributed, can
only be clarified along the way - i.e. through l@ag by monitoring.

Learning means acquiring the knowledge to makedanithings that (labour)
markets value (and therewitimearning the things not so valued). Monitoring
means the assessment of the partner-in-learniogder to determine whether the
gains from learning are distributed acceptablysTéads to a dilemma. Learning
may undermine stable relationships due to changdegtities. The result is
conservatism because winners and losers are natrkimadvance: The
advancing knowledge economy, for instance, vemiyikvill increase the
inequality of incomes further strengthening thetref the past two decades. That
may lead to a decision trap: When outcomes arertaiceand where the odds are
that some will lose and others will win, with thistdbution of odds unknown,
conservatism is more likely than innovation. Inpes to employment and work,
conservatism means that parties revert to thesadly established identities §m

a manager’, 'l am a craft worke@nd so on) and to the interests associated with
those identities, including social hierarchies etk and ideas of equity. When
monitoring is steered by already established itiestand vested interests,
learning is sure to be hampered, if not immobiljZed learning entails a
redefinition of identity and interest. New partri@psarrangements, therefore, are
needed to overcome such decision traps.

To summarise and to set these observations intdlifeframework, covenants
defined and designed as learning by monitoringass®ategy of policy
sequencing. Instead of planning we get exploringsghman 1967), and risks are
transformed from danger to trust. TLM do not emjpteasisks we want to avoid,;
in other words those risks we would not normallgas$e to take. In the context of
TLM one needs to discuss risks that we take; fstaimce when moving from one
job to the next, from one employer to the nextnfrone combination of activities
in work, care and education to the next, and sthfétere the counterpart of risk
is not danger but trust. We do not want to insumg &or accidents, ill-health,
unavoidable old age or other undesired mishapsyave to insure for moves we
want to make during our career and, indeed, incbosen life-course trajectories.
And as we make such moves in the expectation lilegt¢onform to the general
goals of more flexibility, more transitions and radraining, we want to be able to
cash in on our insurance when these expectatiengdisaippointed. The
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opportunities for covenants within the TLM-frameware in the transformation
of risks: from danger to trust, from external &tfition (events that we undergo) to
internal attribution (events we bring about). Rasithis transformation that needs
to be made in order to tackle the opportunitieBexibility, transitions and
training, and the problems (bottlenecks, linkagls}e give rise to. It is the same
transformation that underlies the problem of emalbhty, with its emphasis on
personal responsibility, as distinct from the attile or public responsibility
derived from the traditional case of involuntaryearployment.

The paradigm of learning communities, however, oatwe applied to all
situations of collective choice. We have to comekltherefore to the original
concept of transforming the classical employmenmntraet into a citizen based
labour market status which broadens the flexibaggurity nexus by further
elements of ‘active securities’. In the followirigyill elaborate on two regulatory
ideas: First, on rights and obligations to capalsiiyding and second on
coordinated flexibility as functional equivalents(humerical) external flexibility.

4. Active Securitiesas Functional Equivalentsto (Numerical) Flexibility

The first example related to ‘active securitieg) ¢& put under the headline:
Capacity building through ex ante redistributidrhe general strategy would be
to remind policy makers of the forgotten part afurance, which means to
stimulate ‘innovative hazard’ instead of only comicating on the control of
‘moral hazard’. This is what is meant by the slogaaking transitions pay’, in
other words rewarding and ensuring risk taking.

Under the perspective of new social risks relatecritical transitions over the life
course, it would make sense to extend unemploymsuatance to a system of
employment insurance. Mobility insurance, eitheform of wage insurance like
in Switzerland or in form of the severance paynsatieme Abfertigungsrechtin
Austria(Schmid 2008a, 293) are already good practice teertransitions pay. In
Germany, | have proposed to link parts of formeicbtributions to a training
fund matched by resources from general taxatioexeante redistribution in
favour for high-risk low skill workers. Each workeould be entitled to the same
drawing rights from this fund over his or her ldfeurse independent of his or her
saving capacities (Schmid 2008b). As the reasoaloogit transforming danger to
trust made clear, such virtual capacities and naogaebcentives would have to be
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complemented through public infrastructures engurghiable and efficient
implementation.

The second example can be put under the hea@aggacity building through
accommodationThe general strategy would be to extend work opmities
through ‘making the market fit for workers’ withdlaim of greater social
inclusion. This would mean to enrich the standanghleyment contract by
imposing duties of reasonable adjustment on empdaypefavour of workers,
especially those with reduced work capatftin other words — and recently also
formulated by Simon Deakin in his recent book within Supiot — rather than
requiring the individual to be ‘adaptable’ to charggmarket conditions, the
employment contract requires that employment prastbe adapted to the
circumstances of the individual (Deakin 2009, 28).

Simon Deakin interestingly provides good practicesnly related to disability
policy in Europe, an emphasis correctly reflecting salience of this problem,
noted also by Amartya Sen (2009)A good example in this direction, too, is the
recent modification of the German law for seveibabled people, which
stipulates the right of disabled against their eyt to

- an employment which enables them to utilise andeteelop further their
abilities and knowledge,

- the right to privileged access to firm-specifidniag,
- the rights to facilitation the participation in ertal training,
- the right to disability-conform work environmenhca

- the right to equipping the work place with requitedhnical facilities?

7 Such duties can be derived (in contrast to ditytielated approaches of justice) from the piieiof
justice as agencyalled “responsibility of effective power” by S€009, 270 ff), or from the concept of
“individual solidarity” in my own terminology (Schich 2008, 226 ff).

18 Sen (2009, 258-60) draws the attention to thetfeatfor people with disabilities, tfipairment of
income-earning abilitys often severely aggravated bganversion handicafHe cites a study for the UK
showing that poverty drastically jumps by 20 petage points for families with a disabled membeaking
account for conversion handicaps, whereby a queateibe attributed to income handicap and thregeysa
to conversion handicap (the central issue thaindjistshes the capability perspective from the pectpe of
incomes and resources).

19 SGB GozialgesetzbugtiX, § 81 (4).
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It is evident, that these kinds of adjustmentsedutequire support through
collective agreements or social pacts between fantsother key actors at the
local or regional labour market.

The first example for ‘coordinated flexibility’ care put under the headline:
Enhancing internal flexibility through mutual ohbditjons The general strategy is
to enhance internal adjustment capacities throoglircuous and — possibly —
anticyclical investment. This would mean imposingies for reasonable
adjustment not only on employers but also on eng#eyespecially in terms of
investing continuously into their employability auwee life course.

I know, this is a sensitive and difficult questi®@uties may easily overburden
either side of the employment contract or resfrextdom of choice. However,
negative externalities for not investing into theufe may be one justification, for
instance the danger of work accidents, health askanctional illiteracy through
inability to use new technologies. Positive extéties through individual
investment, on the other hand, may not be fairyritiuted in case of bad luck on
the market if no provision is taken for periodidisgribution, for example through
progressive taxation.

The second example for coordinated flexibility ¢enput under the headline:
Enhancing internal flexibility through risk-sharirgg pooling of human
resourcesThe general strategy here is to enhance intereability and security
through risk-sharing within the internal labour ketror through extending the
internal labour market beyond the firm through tese pooling.

An example for risk-sharing within the internal ¢ailb market is the German
Kurzarbeit(‘short-time work’). This instrument has a longditgon in Germany,
but can nevertheless still be counted as a ‘bestipe’ case for the concept of
employment insurance. Dismissals or layoffs aradathrough sharing the
income risk of falling demand between employeegleyers and the state (via
the public unemployment insurance system). Whemibréd-wide financial crisis
started, the number of short-time workers rocketihdin a few months to its top
of about 1.5 million in May 2009, averaging 1.2 Iroi for the whole year, of
which 700,000 were related to the (export-orientadjal-electric sector. The
crisis hit especially skilled men in economicallyosg firms and Germany’s hot
spot regions (Baden-Wuerttemberg, Bavaria). Istsveated that workers, so far,
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carried about 3 billion Euros of the co8temployers about 5 billioff,and the
federal employment agency about 4.6 billf6iThe new regulatory idea
connected with this instrument is to protect ndividual jobs per se but to ensure
the preservation of accumulated ‘human capital’ @neihhance this capital
through further employability measures, especiaiining and education.

Kurzarbeit so far, has prevented — in combination (!) witheo work-sharing
measures plus a demand stimulus for the automobile indG$trymass
unemployment in an astonishing way. Despite oéast 5 percent decline in
economic output, unemployment rose only by 150(0085 percentage points) in
2009, whereas employment remained stable or eigittlglincreased. This
induced the global media industtyo celebrate the German job miracle, which
certainly is correct compared to the crisis resparfanany other countries (e.g.
Spain or the United States), but an exaggeratiosidered the (potential) side
effects. The intended combination with training swas, for instance, was not
really successful. In October 2009, the employnageincy counted only 113,272
workers combining short-time work and training (adated entries). The
instrument is also quite dangerous for it may presendustrial structures which
in the long run are not competitive. There is @sncern about the fact that, for
the first time in German history, productivity felliring a recession due to
additional labour hoarding (Herzog-Stein 2010), fxegsibly also due to the
steady decline of private or public investment&armany during the last

20 The replacement rate of earnings for the reduastting-time corresponds to the unemployment benefit
scheme: 60% (without children), 67% (with childreelated to the “normal” net earnings.

21 For the employetKurzarbeitdoes not reduce labour costs proportionally withiking hours. Some of the
fixed costs of labour remain, estimated between 24#46% per reduced working hour, depending on the
size of state subsidies. These remaining coststipally, increase through many collective agreetsen
topping up short-time-allowance as an additionatllof wage insurance through negotiated flexib{iBach/
Spitznagel 2009).

22 Financed by unemployment insurance contributiomsgartly through tax financed subsidies by the
federal government, the latter targeted mainlyottiad security contributions (employers, otherwiseuld
have to pay) and to training costs as far as ticeyroed.

2 Melting down accumulated time accounts (savingetipgivalent of 244,000 jobs), overtime work (288,00
jobs equivalent), and other forms of working tireductions (equivalent of about 500,000 jobs) thhoug
flexible working-time corridors allowed by colleeti agreements (Herzog-Stein/ Seifert 2010, MoIG(®.

24 A wreck-bonus Abwrackprami of 2,500 Euro for buying a new car (supposedettelss polluting) in
exchange for a car at least nine years old; then@ergovernment spent altogether about € 5 billion,
however, the bonus also benefitted imported nonv@arcars.

25 For instance the magazieonomistdevoting a special issue (March™.2010) to the German job
miracle, as well as Nobel Prize winner Paul Krugrmahis columns irThe New York Timeand

International Herald Tribune
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decadé€® In any case, the flip side of this kind of emplamhsecurity will be an
extended period of jobless growth during the recp{®!oller 2010, 336).

A more innovative example of pooling human resosimeatside risky temporary

or fixed-term employment contracts is the recetiectve agreement in NRW'’s
metal and electric industry. This agreement allémss to lease redundant
workers (by keeping the standard employment cot)ttadirms with labour or

skill deficits. The social partners adopted witls thgreement a good practice
already familiar in the soccer indusfyThe story has yet another interesting side
issue. If one agrees that this practice shouldlaspossible between industrial
sectors (for instance between main contractorssabdontractors falling under
different collective agreements), the German lawremp-agency work
(Arbeitnehmeriberlassungsgegetould have to be changed since it allows such
a personnel change only within the same sector.

A final good practice example for coordinated flekiy (and related to an
important challenge all EU-member states are faasithe German collective
agreement in the chemical industry in April 2008isg up so-called demography
funds Demografiefonds This overall framework agreement at the sectiens|

of the chemical industry (including mining and emnecompanies) will be
implemented basically through further negotiatianthe company levéf. With

the beginning of 2008, all employers in this seet@ obligated to yearly
contribute €300 for each employee into a fund, Wiuan be utilized after
corresponding negotiations and deliberations afithrelevel for various aims,
among others for early retirement under the comditif building a bridge for
young workers entering employment or for buyingugpational disability
insurance. From now on, building up a correspondimd) transparent information
system reflecting the age and qualification strectf the companies’ workforce
is also required for all firms, thereby extendihg £xpectation or planning
horizon for employers as well as for employees. ddrcentration of these funds
on early retirement instead on broader issueswhdmisation of work’ (e.g.

28 This alarming trend reflects the probably too hyemliance of the German employment system on the
export industry.

27 pundits of GermaRufRballwere curiously following up a prominent examg#€ Bayern Miinchetent
Toni Kroosto Bayer Leverkuserhis example is especially telling because itdhto a sensitive issue and to
potential limits of this modeBayern MiinchemndBayer Leverkuseare both at the top of the German
league Bundesligd. The decisive game between these two clubs tmemn the 10 of April (2010); Toni
Kroosturned out to be decisive in preparing the one fgod_everkusen to reach a draw, which means he
could have scored against his employer to whomasedreturn after the 2009/10 season.

28 |nformation can be uploaded in the website of IGR@e union undeéiDemografiefonds”
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work-life balance, continuous education and traghitnowever, has to be
considered a flaw from the TLM perspective.

Summary and Outlook

The starting point — to sum up — was that ‘flexityty the flagship of the
European Employment Strategy, lacks conceptualirigboften invites,
therefore, to cheap talk, to opportunistic usevemous political interests, to the
mistake that flexibility is only in the interest employers and security only in the
interest of employees, or to consider ‘good prastias a menu a la carte. The
aim of this paper was to contribute to conceptiaity by using the theory of
transitional labour markets (TLM). In this perspeet active securities —
understood as legally guaranteed social rightatbgipate in decisions over
work and employment and to share equally theitdras well as their risks — are
an essential condition for bringing flexibility asécurity to a right balance.
These securities are ‘active’ in the sense that teguire deliberative interaction
(and often negotiation) between individual or cdiiee actors on the labour
market.

One reason for the ambiguity of the ‘flexicuritydrecept is its lack of a clear
normative orientation. Its usual appeal to a ‘winmgame’ between employers
and employees is naive in the sense that it resegmeither the still existing
power gap between the two classes of actors nbinthese two classes
(multinationals versus small enterprises, highlettiversus low skilled people).
The metaphor of ‘balancing’ flexibility and secyriemains void without taking
account of such differences. The paper startedefibre, with the normative basis
of TLM, which is grounded on four principles of fice. Consideringustice as
fairness for instance, requires concentrating policy méattion on the lot of the
most disadvantaged in order to guarantee freedom fvant for allJustice as
solidarity requires endowing all individuals with equal ofpaoities, especially
embedding equality into a gender-sensible life-seynerspective (work-life-
balance)Justice as agendyints to the need of building up individual capies
or capabilities in the sense of providing an opypaty set for the freedom to act.
An important consequence of this agency perspeidittee emphasis on actual
opportunities, in labour market terms on “work fifsut only under the condition
of decent minimum wages and sustainable job caréestice as inclusign
finally, demands the extension of risk-sharing camities beyond conventional
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social borders (including, for instance, peoplenwestricted work capacities) and
— due to globalisation — especially beyond natidaatiers.

The second reason for the conceptual vagueneflexa€urity’ is its lack of a
systematic empirical background able to explainsiligrces of (new) insecurities
and the sources of (new) demands for flexibilityomth sides — employers as well
as employees. This was the motivation to contribathis background by
systematically comparing the structure and dynarhimon-standard employment
relationships as the alleged core of flexible emplent relationships in Europe at
two points of time (1998 and 2008) using the Euappkeabour Force Survey.

Among the ‘non-standard’ forms of employmepeyt-time workis the most
important driver for the — at least partly succeksfinclusion of mature aged
workers and (especially more) women into the laboarket. Whereas its
flexibility potential is uncontested related to doyees, part-time work —
especially in its open-ended and substantive fonoré than 20 hours) — does not
necessarily increase employers’ flexibility, parly the contrary. The most
important insecurity aspect related to part-timgpéeially in its marginal forms)

is reduced accumulation of pension entitlement.

Temporary works basically driven by the wish of employers tonage (new)
uncertainties related to volatile demands and e@alty — to cut down wage
costs by avoiding, for instance, insurance relatadge increases of open-ended
contracts (e.g. seniority wages). High dismissatsthrough employment
protection regulation are important drivers, taqlaining to some extent
systematic national differences in utilising temggrwork. The most important
insecurity aspects related to temporary work isiger risk of unemployment,
of low wages and the danger of getting stuck imardvard spiral of precarious
fixed-term contracts.

Self-employmenas the third most important element of ‘non-stadd
employment, is on the decline related to its tradal components (farming, petty
bourgeois business), but thriving — at least innttege prosperous EU member
states — in terms of ‘modern’ forms related esplgdia the so-called creative
sector, and often also in combination (or sequewd®)dependent wage-work.
Whereas the latter form of self-employment opemsesmteresting opportunities
for employers to (cheaply) outsource tasks and®esyit seems to be an
interesting playing field for young adults to tndividual autonomy and agency,
or for parents to combine family work with gainfrhployment. In any case,
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however, the related risk of social insecurity (lamd volatile income, and under-
insurance in case of illness and old age) is high.

Among many more interesting facets of this exerdise important conclusions
came out: First, there is still a tremendous lackimrmation on transitions and
transition sequences between ‘non-standard’ aaddstrd’ forms of employment,
especially in terms of life-course careers, whighbits firm conclusions on the
flexibility and security implications of non-standeemployment. What is clear
however, is that these implications are quite d#ifé related to the various forms
of non-standard contract. Second, (still anecdettjence seems to hint on the
failure to improve overall productivity and compiness based on ‘flexible’
employment relationships via ‘non-standard’ foresypecially related to fixed-
term contracts.

The third gap in the ‘flexicurity’ concept is iteglect of behavioural traits in
terms of individual perceptions and choices relaeghew) employment risks.
Any policy, however, intending to support labourrke actors in preventing,
mitigating or coping with (new) employment risks sheonsider these traits in
designing the right policies or institutions. Thtiss matter of ‘flexicurity-
governance’ was taken up in the third step by lr@immarizing insights of new
behavioural economics and the theory of learningibyitoring. As most people
are myopic related to high risks with low probalgiand — depending on the
situation and the framing of the problem — eithgk averse or unreasonably
speculative risk takers, the strategy of extentliregexpectation (and
corresponding planning) horizon seems to be a Ligafdeline for policy
intervention. Four (mutually not exclusive but cdementing) possibilities were
presented and discussed: First, the establishnmiénéw) social rights beyond
employment; second, stepping stones for navigahiraugh various risks over the
life course; third, group instead of individual doyability measures; fourth —
and especially promising — the establishment ahieg communities through
social pacts or covenants.

Agreeing covenants (the most interesting elemefdative securities’) is rather
different than issuing rules and laws. Insteadnddecing institutional forms of
'insurance’, covenants build on trust and sociaésmn, thus, on forms of
‘ensurance’. They are examples of what is nowatkllesd 'soft law' or 'soft
regulation’, and fit in with the larger Europeagnils on coordination. Although it
may be too early to advocate covenants for the fiaao level, if only because
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none of the more essential partners (Council, Casion, European trade unions
and employers) possesses the muscle to bring theat,anany EU Member
States dispose about these conditions, and théenespean Employment
Strategy might at least play a midwife role in suping such social pacts;
European border regions even might start pilotgmtsjin this direction.

A fourth weakness in the ‘flexicurity’ concept ts neglect of the interrelationship
between flexibility and security. | many casesusiyg provisions are the
precondition for normal *human animals’ taking ovisks. However, securities
can be of different kind and may have differeneimiives. As theory tells us, any
(social) insurance-contract leads people to thirtkeir contributions as kind of
investment that must have some pecuniary returen(evcase they are lucky not
being affected by the risk, e.g. unemployment, okerr life course). It is,
however wrong, to consider only the negative ineestrelated to (in fact any
kind of) insurance and to concentrate all politeeget this ‘moral hazard’ under
control. Much neglected are the positive incentivesich we may call the
‘innovative hazard’ of insurance and which encoesageople to take over risks
(with positive externalities for the society) thetherwise would not take. Such
innovative hazard requires a corresponding safetyither in terms of monetary
benefits or in terms of social infrastructures dricki workers can rely with trust
if they are caught by the negative side of thesritley have taken over.

The real art ofbalancing flexibility and security’therefore, is to balance ‘moral
hazard’ as well as ‘innovative hazards’ in suchag what society indeed reaches
a higher level (‘equilibrium’) of flexibility andecurity. As the empirical part of
this paper has shown, the concentration of flexybiheasures on external
flexibility such as fixed-term contracts and outittacting (among others to own
account workers) has shifted risks to individualsmall enterprises without, yet,
persuasive compensations of security and withadyming persuasive evidence
of increased sustainable productivity and competitess. This gave reason to
look to alternatives for which | presented two regory ideas on the basis of
‘active securities’, which means institutional sagpenhancing the ‘innovative
hazard’ instead of controlling ‘moral hazard’ reldto securities: Rights and
obligations to capacity building and coordinatexkibility as functional
equivalents to (numerical) external flexibility. &lfinal section exemplified the
potential role of such ‘active securities’ with sf@ emphasis on good practices
from the recent ‘German job miracle’, which, howeved to be partly qualified
considering their real or potential dangerous sitlects.
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A final caveat, therefore, seems to be in orderséscessful countries
demonstrate, balancing flexibility and security hkmbe embedded in sound
macro-economic and macro social policy. Withouistainable job creation
dynamics, all employability and stepping-stonetsggges are in danger of ending
up in a cul-de-sac or of displacing other categooieworkers. Without new active
securities, envisaged and represented perhapsatial progression clause’ of a
revised Lisbon Treaty, all ‘flexicurity’ strategiesight end up in new forms of
labour market segmentation.

As the process of Europeanization, in particulawugh the Eurozone, increases
interdependencies, co-ordinated efforts to stineutatstainable economic growth
are required, especially through investments ietteb European economic and
social infrastructure. Related to our emphasisagtive securities’ (and in a bit of
speculative mood), the extension of the Europeamafbund to a European
Employment Insurance Fund, or at least a complestientof the European Social
Fund through a focused European Knowledge Lift Fivedbuld make the
European Social Model not only more visible andyille, but might also develop
into a new level-playing field for balancing fleXity and security through an
enhanced civil and social dialogue.
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