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Abstract 
European countries are all facing today the same question: how to modernise their labour 
markets? For many reasons, of which the success of the Danish System is the most important, 
the European Commission, academics and policy makers have started considering flexicurity 
a model for other countries. However, economic and institutional differences among countries 
and welfare regimes make policy transfer and policy learning a big challenge.  
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1. The Danish flexicurity model 

What are the secrets beyond the nowadays popular Danish model? Although the concept 

seems quite recent, the idea has very ancient roots in the Danish system, being its starting 

point the September compromise of 1899 where employees recognised employers’ right to 

hire and fire. The second important step arrives in the late 1960s, when a system of 

unemployment benefits is set up. But the origin of the system as we know it now is the labour 

market reform of 1993-94 and the subsequent modifications that helped to achieve the 

spectacular result of reaching the top in the classification of EU countries by employment 

rates, well beyond the goals of the Lisbon Strategy. For simplicity I will explain it separating 

flexibility and security.  

1.1 Flexibility 

Flexibility is present in Denmark in all its manifestations:   

- Numerical: easy hiring and firing. According to the Danish Labour Minister, 800.000 

people, i.e. one third of the labour force, change job every year. A second measure is the 

Employment Protection Legislation Index by the OECD (2004)1. The index goes from 0 to 6, 

where, the higher the value, the stricter the regulation.  

                         Table 1.1 Employment Protection Legislation Index 

 Late 1980s Late 1990s 2003 

Belgium 3,2 2,2 2,2 

Denmark 2,3 1,4 1,4 

Germany 3,2 2,5 2,2 

Ireland 0,9 0,9 1,1 

Spain 3,8 2,9 3,1 

France 2,7 3,0 3,0 

Italy 3,6 2,7 1,9 

Netherlands 2,7 2,1 2,1 

Austria 2,2 2,2 1,9 

                                                 
1 The index is the result of 18 basic items that concern three main areas:  
- employment protection of regular workers against individual dismissal 
- specific requirements for collective dismissal 
- regulation of temporary forms of employment 
But, as the summary values for the second are only available since the late 1990s, the version I have put in the 
table is the so called “Version 1” which has been calculated as an un-weighted average of the summary measures 
for regular and temporary contracts only. 
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Finland 2,3 2,1 2,0 

Sweden 3,5 2,2 2,2 

UK 0,6 0,6 0,7 

                         Source: OECD 

As we can see, from the second period, the one that follows the reforms of 1993-94, Denmark 

scores pretty well: it is third after UK and Ireland, a noticeable result if we consider that they 

belong to a completely different welfare regime. Despite the several types of contracts 

available, there is no abuse in the system: only 8.9% of workers have a temporary contract, 

well below the EU15 average of 14.8. 

- Working time: adjusting the number oh hours in the sense of part/over time or 

week/weekend days. According to a study by Madsen, Larsen and Bredgaard (2005) there are 

two trends as far as the working time is concerned. On the one hand, the number of hours per 

week have been reducing in the last decades to reach now 37 (a number that is not defined by 

the State but by collective agreements between the social parties). On the other hand, in the 

last years, a considerable number of Danes did not respect the “normal week”, by working 

part time or more than 37 hours. The study estimates that 43% of men and 18% of women in 

the age 30-54 exceed this limit, where for women a correction should be made for unpaid 

house work. Furthermore, according to the Labour Market Reform Database (LABREF) of 

DG Economic and Financial Affairs, several little reforms have been introduced in the last 

years to improve the working time flexibility. For example, in 2004, the possibility for the 

parties at local level to conclude agreements which deviate from the central collective 

agreement, concerning in particular management-employee cooperation, working time and 

telework, variable working weekly hours. 

- Functional: organisational: moving employees or changing the organisation; 

- Wage: Denmark has a normal trend in the wage increase/unemployment ratio until 1993-94. 

From this moment, the trend changes completely: for a constant decrease in the 

unemployment rate, the wage growth keeps always below 7%. This could denote a structural 

decrease in the unemployment rate2.  

                                                 
2 However, it is very difficult to say which share of this is to be attributed to the reforms of the labour markets 
approved in those years. In fact, we see a similar trend for many other European countries, even with very 
different macroeconomic characteristics. Therefore, part of this trend can be attributed to the convergence 
stimulated by the Maastricht criteria. 
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1.2 …and security 

As for flexibility, we can distinguish between several types of security: 

- Job: the security to keep the same job for the whole working life. This is achieved mainly 

through employment protection legislation. 

- Income: it consists in being secured a form of income in case of unemployment or sickness. 

It can take the form of unemployment benefits and transfers by the State or private insurances.  

- Employment: the security to have a job, although not always the same. It can be granted 

through active labour market policies, training and education. 

- Combination security: the possibility to combine working and private life is ensured through 

a long series of family policies, which result in one of the highest employment rate, both total 

and for women. 

All but the first are present in Denmark.  

1.2.1 Income security 

In particular, income security is granted through a system of generous unemployment 

benefits, even though this generosity as been substantially reduced in the last 10 years.  

The unemployment insurance system3 is organised in Denmark according to the Gent Model4: 

it is not compulsory but a great majority of workers have it. It is administered by the 

Unemployment Insurance Funds, private associations of employees or self-employed persons. 

They are normally connected to trade unions but membership to the latter is not a requirement 

for the insurance. Of course, the insurance does not cover the entire cost, which is subsided by 

the government, in 2005, the public expenditure amounted to 2.51% of the GDP (OECD).  

The payment is stopped if the unemployed refused twice in 12 months a job offer. The 

replacement rate for the unemployment benefits is up to 90% of the previous salary but cannot 

                                                 
3 The problem with unemployment insurance is the same as for every type of insurance: it affects the behaviour 
of the subscriber. The feeling of income security is a disincentive to look for a job. The most common solution is 
therefore to put a limit to the duration and lower the allowance with the months passing. But still, many studies 
show that the search efforts are not equally distributed, but increase when the limit approaches. The solution to 
this second problem is to invest in monitoring, for example organising briefings and personal interviews, which 
is costly but necessary (Andersen et alias, 2007).  
4 The system is named after the city of Gent, Belgium, where it was first implemented. It is the predominant 
form of unemployment benefit also in Finland, Inceland and Sweden. In most of these cases, unemployment 
funds held by unions or labour federations are regulated and/or partly subsidised by the respective national 
government. In some cases workers in many cases need to belong to a union to receive benefits, which explains 
why union membership is relatively higher in countries with the Ghent system. 
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exceed 445 Euro per week (or 667 DKK per day). This means that system is generous but, at 

the same time, organised in such a way to prevent free riding and ensure the active 

contribution of the unemployed in the research of a job.  

The system is financed through the labour market fund whose incomes derive from 

- contributions collected from employees and self employed persons. In 2006 the annual 

compulsory premium was 429 Euro (or 3.204 DKK). 

- contributions from employers through a special value added tax of 3%,  

- transfers from the state.  

A special provision is foreseen for unemployed aged between 25 and 29. If they do not have a 

specific education, within 6 months they receive a job offer in the public sector financed with 

grants. He/she can refuse without sanctions only if enters the education system, receiving than 

the benefits of the State Education Fund5 (Danish Ministry of Employment, 2008).   

People that do not have an insurance, can still rely on a basic safety net whose founding rules 

are in the Constitution6. Of course, the overall assistance is less than with unemployment 

benefits: otherwise there would be no incentive to subscribe for a voluntary assurance. To be 

eligible for social assistance, one must prove a dramatic change in the family or individual’s 

life and that there is no other source of income to cover the immediate needs. For example, 

cases like illness, unemployment or separation. As for unemployment benefits, the person 

receiving the allowance must be available for the labour market or for activation. However, 

compared to the insurance system, there is no limit to the duration.  

1.2.2 Employment security 

Employment security is granted through active labour market policies, the third pillar of the 

golden triangle (Madsen 2002). In order to avoid disincentives to look for a job, the payment 

of unemployment benefits is linked to the active research of a job and the necessary steps to 

find it. 

BOX 1: The effectiveness Active Labour Market Policies  

The debate on the effectiveness of active labour market policies is still open. Some 
econometric analyses show that the net effect on unemployment is weak, especially in the 
                                                 
5 Students living alone receive from the State, independently from their parents’ income, a subsidy of 800 euro 
per month for the duration of the Univerisity, or, if they do not finish by then, for a maximum of 6 years.  
6 Article 75, 2. 
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case of subsidised employment. Here there is a crowding out effect as the employer hires a 
subsidised employee when he would have hired someone even without government’s help. 
(Forslund and Holmlund 2003, quoted in Andersen and Svarer 2007). But there is no 
agreement among researchers. For example, Andersen and Svarer (2007) observe that the 
Danish spectacular performance starts right after the reforms of the early 1990s, where the 
main change in the system is the introduction of workfare programs. Rosholm and Svarer 
(2004) find that, especially for men, activation programs shorten the unemployment period of 
about 3 weeks on average. In 2005-2006, the Danish Labour Market Authority conducted an 
experiment dividing unemployed people in two groups, one following the normal rules and 
one exposed to more controls, counselling and assistance. And at the end, job rates finding 
where higher for the second. In any case, activation is considered more effective when (i) 
concerns some sub-groups, for example youngsters whose marginalisation would be 
expensive and (ii) takes the form of private training. Costs are concentrated in the short run, 
while benefits in the long.  

Denmark has among the highest expenditure on activations measures, 1.74% of the GDP in 

2005 according to the OECD. However, data are detailed enough to have a better idea of how 

much the Danes spend per capita. Eurostat collects data in the Labour Market Survey on 

Labour Market Policies, dividing the expenditure in nine categories.  Category 1 (labour 

market services), 2 (training), 4 (employment incentives), 6 (direct job creation), 7 (start-up 

incentives) could be considered as workfare policies. The expenditure per capita amounted to 

427 Euro in 2005. However, it might make more sense to calculate it per person employed 

and unemployed, which is respectively 838 and 16548 Euro in 2005. 

The second tool of the employment security protection is life long learning. It can indeed play 

a fundamental role by keeping the labour force up to date with the requirements of the job 

market in an era characterised a constant shift from industry sector to services accompanied 

by the transition from a Fordist-type model of production based on mass production and 

consumption to a post Fordist-type productive model driven by quality and innovation 

(European Commission 2007). Aside from the gains at the competitive level, vocational 

training helps also reducing job inequality and risks of unemployment, being easier for an 

educated labour force to enter and stay in the job market. Target groups can be different: old 

workers that entered the job market long ago with low skills, young people just finishing 

school, short and long term unemployed, etc. Training can be organised and/or financed from 

a number of actors: governments at different levels, private companies. As for active labour 

market policies, econometric exercises show different results about the effectiveness of such a 

policy. However, there is consensus on the fact that training is more effective at the company 

level, where there is perfect knowledge of the necessary skills. And indeed, the Commission 

concentrates on the latter by referring to continuous vocational training. The chart below 

shows that attitudes are different in the EU, passing by the almost total labour force in 
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Austria, to less than a third in Spain. Denmark scores pretty well with 80% of the working 

population undertaking any kind of learning activities and 88% of firms organising them.  

Chart 1.1: Participation in learning activities and training organised by the companies 

 

Source: Eurostat 

1.3 A general atmosphere of confidence 

One more element is necessary to classify the system: how citizens feel about it! Denmark 

indeed, not only has one of the healthiest labour markers in Europe, but also the most optimist 

labour force. Although difficult to capture, the World Value Survey shows that the Danes are 

the most enthusiastic about life in general and far more satisfied than the others about job 

security, in particular of two opposite cases: Italy where the employment protection is higher 

and UK, where there are few rigidities in the labour market. One could read the result in the 

following way: Italians are well protected from being fired but still do not feel comfortable in 

case this happens! Whereas, in the UK, even though the labour market is very dynamic, 

workers do not feel sufficiently protected from the State. Denmark responds positively to both 

necessities: it allows easy hiring and firing but with provides a safety net that makes the event 

less tragic. The system does not ensure the same job for a lifetime indeed, but it guarantees 

that it will not be that hard to find another job. This means that job security is replaced by 

employment and income security, the latter because during the transition unemployment 

insurance allows keeping a normal standard of life.  
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The result is confirmed in a more recent Eurobarometer7. Asked if they feel confident about 

having a job in two years time8, 61% of the Danes are optimist, which is the second highest 

level after the Netherlands. Rightly connected to this, there is another question about the 

confidence in opportunities to find new employment in the event of job loss9. The chart below 

shows, again, the Danes are at the top: the average response is 8.1, in a scale where 1 means 

would be “not likely at all” and 10 “would be very likely”.  

Chart 1.2: Confidence in finding a new employment in case of dismissal 

 

 Source: Eurobarometer, number 261, October 2006 

What can be said to sum up? The overall picture is of a healthy system organised in a simple 

way. There are a few rules in a universalistic spirit: the same treatment is ensured to 

everybody. Moreover, rules are easily understandable and applied in strict way in order to 

avoid exploiting the system, but at the same time they ensure a generous and helpful welfare 

for those that respect them. Management is decentralised enough to better match demand and 

supply of labour and related services10.  

                                                 
7 Special Eurobarometer 261, published in October 2006. 
8 The questions (QC8) says literally “Would you say that you are very confident, fairly confident, not very 
confident or not at all confident in having a job in 2 years time?” 
9 QC14: “If you were to be laid-off, how would you rate on a scale from 1 to 10, the likelihood of you 
finding a job in the next 6 months?” 

10 However, although healthy, the system is not perfect. There are some criticisms underlining that it is 
benevolent with insiders and totally ignores outsiders that is the non Danish citizens or permanent residents. But 
this could be explained with the fact that the main feature of such a micro-cosmos is its delicate equilibrium, 
which explains both the success of the right wing government of the last years and the debate around the 
challenge of the opening of the economy imposed by globalisation and European integration.  
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2. Where is Italy standing?  

The current Italian labour market regulation is the result of a change in paradigm in 1997. 

Before this date, the job market was extremely rigid from every point of view. Rigid was the 

discipline regulating the contracts, that were mainly long term ones, and rigid was the 

procedure for hiring and firing. Two reforms, in 1997 and 2001, made the system more fluid 

but in order to better understand their importance a hint to the wider context of the 1990s is 

necessary. The reform of 1997 is one of the products of a complicated era: in the first half of 

the decade, indeed, a series of events in different fields contributed to create a momentum to 

promote structural reforms. It introduced three main changes: (i) new and more flexible 

typologies of contracts; (ii) the loss of the monopoly of the State in trying to match demand 

and supply of work and (iii) a new conception in the active labour market policies and 

decentralisation of this function to the Regions, explained in more details in paragraph 4.3. 

The reform was then completed in 2001. This second reform mainly dealt with contract 

typologies, widening the spectrum of available contracts and therefore imposing more 

flexibility to the system, which is the main topic of the following section. 

How does the Italian labour market look now?  

2.1 Flexibility 

If the aim of this law was to introduce flexibility, without any doubt it has been achieved. As 

we have seen in the table 1.1, the Employment Protection Legislation Index decreases from 

3.6 in the late 1980s, to 2.7 in the late 1990s (as effect of the Treu law), to 1.9 in 2003 and 

therefore lower than France (3) and Germany (2.2) for the last period. But it is flexibility “on 

the margin”, which means that it concerns new workers, who are about to entry the labour 

market, leaving untouched the privileges of the insiders (Boeri and Garibaldi 2006). In any 

case, the law has been heavily criticised for providing incentives to abuse of these kinds of 

contract. Do data confirm the common perception? 

Although still lower than the average of EU15 (13% in Italy and 14% the EU average in 

2007), the percentage of workers with temporary contracts is increasing and it does it faster 

than what happens in the old Member States of the Union. However, probably not as fast as 

common sense suggests: the number of workers increased by 23% between the Treu and the 

Biagi law (1997-2003) and by 10% between 2003 and 2007.   
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The common bad feeling about the law should then rather be attributed to the fact that often 

temporary workers have fewer rights, in terms of pensions, dismissal, holidays and maternity 

leave for example, than permanent colleagues. This contributed to deepen one of the 

cleavages of the Italian labour market, precisely the one between insiders (workers with long-

term contracts and full rights) and temporary or atypical workers11.  

2.2 …and Security 

2.2.1 Income security 

Like flexibility, security in Italy is, again, characterised by a cleavage. Income security 

provisions change according to the size of the dismissal.  

For individuals, the unemployed person must register at the public employment office. To 

receive the benefit, that amounts to 60% of the salary received over the previous 3 months, 

he/she must have paid contribution for at least 2 years, including at least one year during the 

2-years period immediately preceding unemployment (at the 7th month the replacement rate 

becomes 50% and after 40%)12. It is not payable to people that resign voluntary13.  

Rules are different for collective dismissal. To qualify as ‘collective’, it must involve at least 

5 people from a company with at least 15 employees within a period of 120 days for a 

reduction or change in work or suspension of activities. In this case, an employee that worked 

in that company for at least 12 months, has right to a monthly allowance that amounts to 80% 

of his previous salary for the first 12 months. This is reduced to 68% later on, with a 

maximum duration of 12 months for workers under 40 years of age, 24 for workers over 40 

years of age and 36 for workers over 50 years of age, with all these increased by 12 months in 

south of Italy.  

It should be added that all dependent workers are entitled to receive the “TFR” and the end of 

the work-relationship, a lump sum accumulated over the years and paid back in case of 

dismissal, firing or retirement (Ciccarone and Raitano 2006).  

                                                 
11 Some of the provisions of the Biagi law were modified after an agreement with social partners that dates July 
200711. This is not a major reform, it rather aims putting a limit to distortions provoked by the Biagi law. For 
example, it puts a limit to the number of times a fixed term contract can be renewed: the number of months 
cannot go over 36, unless there is an agreement with provincial office and one representative of trade unions. 
The Protocol foresees also the abolition of job on call and long-term staff leasing and tries to improve part-time 
conditions in order to attract more women in the labour market.    
12 The daily allowance is payable for 8 months and extended to 12 for people aged more than 50 but the payment 
is stopped in case of refusal of a suitable permanent job offer in line with the personal profile. 
13 Both duration and amount have been increased with the agreement of July 2007. 
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Of the two main systems, the industrial one is more expensive but it is also in financial 

equilibrium. But there is a more interesting data: the coverage index. It is calculated as the 

ratio of the number of unemployed people14 receiving allowances out of the total number of 

unemployed as from the national statistical office (ISTAT). For 2005, it amounts to 28.5%, 

which means that the remaining ¾ of the unemployed did not receive financial support. 

However the number has been increasing as the same index was 17.3% in 2000 (Ministry of 

Labour and Welfare 2007).  

As a result, different types of workers are entitled to different types of treatments in terms of 

unemployment insurance. If there is no justification, there might be a political explanation: 

membership to trade unions is always higher in the industry than in the service sectors. 

Therefore the former, better organised and represented in the contract negotiations have been 

able to obtain a wider safety net in case of dismissal15.  

In addition to this, there is a provision that, especially in the past, worked as back up option: 

early retirement, often used for those workers neither young nor attractive in terms of skills 

for the labour market. Fortunately the used declined in the last years, passing from 14% of the 

total spending on labour market policies in 1998 to 7% in 2005, also because incoherent with 

the efforts to curb the public debt. Paying a pension from the age of 50 for example, with a 

life expectancy of 80 is a heavy burden for the already overloaded Italian public finances.  

An interesting experiment occurred during the 1990s. Initially it involved 39 municipalities 

and was conducted for a period of two years (1998-2000), and was then extended to 272 

municipalities, mainly in the South. The provision accorded a minimum income to 

individuals/family that signed an agreement with the social service that engaged him/her in 

individually tailored program. On average, at the end of the first wage, 43% of cases were 

successful (Kazepov and Sabatinelli 2002; Ferrera et al. 2003, all quoted in Borghi and Van 

Berkel 2007). However the results were very different according to the ability of the social 

services to cope with this new challenge: successful cases vary a lot indeed, between 8 and 

92%. Nevertheless the Berlusconi government did not decide to further extend the program.    

                                                 
14 Minus people concerned by the “Cassa Integrazione Guadagni” as they are officially still employed. 
15 The idea of the Prodi government was to move towards harmonisation.  
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2.2.2 Employment security 

Active labour market policies were introduced in Italy with the Treu reform whose main 

achievement has been to put an end to the previous system, well known as “collocamento”16 

where the State considered itself the monopolistic administrator of this scarce resource called 

job (Liso 2007). It exerted the role of matching demand and supply by putting limits to the 

private stipulation of job contracts and distributing the job occasion on the basis of a list. 

More than ten years later results are still disappointing from both the quantitative and 

qualitative point of view.  

In 2005, Italy spent on ALMP 0.54% of GDP according to the OECD. The privileged 

measures, in the sense that the highest share of the expenditure was dedicated to them, are 

mixed contracts and incentives for hiring (Ministry of Labour and Welfare 2007). For the 

first, very common, especially among young people17 in the last years has been the apprentice 

contract where the employer gets a discount on social contribution for teaching the employee 

the profession. It has been successful as the number of people getting a normal contract with 

the same or with another employer has been increasing in the last years. Incentives for hiring 

instead are not always properly used also because the same offices are unable to put in 

practice a real and efficient implementation of active policies (ibidem). The latest approved 

with the Welfare Protocol consists in a tax break on long-term contracts.   

What can be said about the quality of the spending? The report of the Ministry of Labour and 

Welfare for 2007 contains some interesting information. Very useful to evaluate the 

effectiveness of the Employment Offices is a simple question asked to people that in 2006 

had, in the previous 6 months, contacts with the EO: “did you find a job thanks to the EO?” 

On average, 3.3% of people said yes, and among them, the ones with low skills and aged 45-

54 prevails. But, still, the same people prefer the EO to other private intermediaries: 15% 

asked only to the latter, 75% only to EO, and only 10% to both. However, more than trust, 

habit must be the guiding reason as the percentage of people asking only to other 

intermediaries increased with education.  

To conclude, it is evident that there is a problem of both quantity and quality of the 

expenditure on active labour markets.  Probably as heritage of the previous system and for 

                                                 
16 Literally, “placement” 
17 Although not necessarly at the first job experience. 
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some resistance in moving to a different mentality, Regions have not been able to manage the 

funding in the most productive way.  

As far as participation in learning activities and training is concerned, Italy does not score 

well (see chart 1.1). Only half of workers undertook a training course that year and, even 

worse, little more than 1/5th of the companies organised training activities. It is one of the 

lowest value and it is particularly meaningful considered that in-house training is deemed the 

most effective as it really satisfy the necessities of the firm. 
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3. Is flexicurity exportable?  

Today European countries are all facing the same question: how to modernise their labour 

markets? That is exactly in the attempt to answer this questions that flexicurity gains 

popularity in the last two years. The reason for this can be multiple. An interesting paper 

(Keune and Jepsen 2007) argues that the reason why the Commission expressed so much 

interest is that this “magic word” is a very effective way to summarize the ideas of the 

European Employment Strategy, the Lisbon Strategy and even more general the European 

Social Model. The word expresses very well the concept of European market economy 

compared to the capitalisme sauvage of the other side of the Atlantic, as it combines the idea 

of flexibility and security, competitiveness and social cohesion. Furthermore, it is perfectly 

coherent with the role of the Commission as disseminator of best practices and broker among 

different interests. The Commission, indeed, has been advocating a better balance between 

flexibility and security since the beginning of the EES, however only now and under the name 

of flexicurity it was able to attract the attention and the consensus of all the other institutions 

and governments.  

The second explanation lies in the meaning itself of the word: a flexicure system is able to 

combine what so far seemed antithetical needs of the labour markets. It shows that flexibility 

and security are not a trade off and that they are not necessarily a need of the employer and 

employee respectively in a win-win strategy.  

The third possible answer relies in the success of the Danish experience of the last ten-fifteen 

years as we have seen in the previous section.  

The debate around flexicurity culminated into a Communication by the European 

Commission in June 2007.  

3.1 The Communication on flexicurity 

According to the Commission, a new approach is necessary to face the challenges of these 

years: the international economic integration, the development of new information and 

communication technologies, the demographic ageing and segmented labour markets. 

Globalisation is often seen as a threat because of delocalisations and changes in the allocation 

of human and capital resources by the companies. Some reforms are necessary in order to 
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make out of it an opportunity and this adaptation must go in the direction of better balance 

between flexibility and security.  

The elements of the flexicurity system foreseen by the Commission are: 

- Flexible and reliable contractual arrangements 

- Comprehensive life long learning strategies to keep the labour force updated according to 

the necessities of the companies18 

- Effective active labour market policies to ease the transition to new jobs 

- Modern social security systems that provide income support and family facilities.  

As we can see, the requirements provided here are quite broad, coherently with the definition 

of flexicurity as “an integrated strategy”. To put them into practice, the Commission suggests 

personalising the pathways by groups of countries. Therefore, rather than proposing a one-

size-for-all policy, the option considered falls in between: common principles and different 

pathways to achieve the same goal. The table below summarises the four different sets of 

prescriptions.  

 

                                                 
18 This point is the only difference with the definition by Madsen (2002). 
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Table 3.1: Flexicurity pathways in details 

 Contractual 
arrangements 

Life-long 
learning 

Active labour 
market policies 

Social security Budgetary 
aspect 

Priority 

Pathway 1 

Tackling 
contractual 
segmentation 

More rights to 
temporary 
workers + re-
design open ended 
contracts and 
collective 
dismissal 

Strengthen 
training for 
temporary workers 
with investment 
from government 
and employers 

Strengthen staff 
and skills in 
public 
employment 
services + more 
cooperation with 
temporary work 
agencies 

Create a system 
of benefits 
during 
unemployment 

 

Re-asses the 
balance of rights 
as it entails 
limited costs 

Pathway 2 

developing 
flexicurity 
within the 
enterprise 
and offering 
transition 
security 

 

Ease procedures 
for collective 
dismissal 

Step up 
investments from 
companies and 
public authorities. 
Collective 
agreements to 
define 
requirements and 
provide training 

Focus on long 
term 
unemployment 
and personalise 
programmes 

Increase benefits 
and make them 
conditional to 
job research 

Need to spend 
better, not to 
spend more 

Investments to 
improve internal 
flexibility and 
transition 
security 

Pathway 3 

tackling 
skills and 
opportunity 
gaps among 
the 
workforce 

Make more 
favourable for 
employers hiring 
low-skilled 
workers 

Fight early school 
leaving, promote 
computer and 
language training, 
tax incentives to 
companies that 
invest in 
qualifying the 
workforce 

Personalise job 
search for low 
skilled workers 

Link the benefits 
to the active 
search of a job 
and provide 
assistance to 
potential 
working poor 

 
Initial education 
and training 
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Pathway 4 

improving 
opportunities 
for benefit 
recipients 
and 
informally 
employed 
workers 

 

Increase 
protection for new 
jobs and rights for 
informal workers 

Public-private 
partnership to 
spend more on 
training. It could 
be part of 
collective 
bargaining 

Reorganise public 
employment 
services. Priority 
to long term 
unemployed and 
disabled 

Improve 
conditionality 
and avoid 
recipients taking 
up informal jobs. 

Regularised 
employment 
will increase tax 
revenues and 
social 
contributions 

Regularise 
informal 
economy to 
invest in the 
reorganisation of 
public 
employment 
services 

Source: Own elaboration from the Communication on Flexicurity of June 2007 
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The Communication includes also a list of common principles that have been approved by the 

EPSCO Council the 5th of December and by the European Council the 14th and 15th December 

2007. The endorsement is fundamental as, now, the list will contribute to the implementation 

of the Employment Guidelines. This is an important step as now countries will have to take 

provisions in this direction and prove them in the Community arena. Nevertheless, how 

realistic is the idea of seeing flexicurity implemented an Italy any time soon?  

3.2 Glass half full 

It is undeniable that Italy achieved a number of positive results over the last years. 

unemployment that passed from 11.3% in 1997 to 6.1% in 2007, especially long term 

unemployment that passed from 58 to 47% of total unemployment. In addition to this, three 

millions jobs have been created and over the period 1997-2007, total female employment rate 

increases of 10 percentage points as in EU1519 (although it should have grown at twice this 

speed to meet the Lisbon objective of 60% by 2010).  

Chart 3.1: Employment and Unemployment rates: Italy and EU15 compared 
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19 In Italy it passes from 36.5 in 1997 to 46.6 in 2007, in EU15 from 50.6 to 59.7. 
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Sticking to the definition of flexicurity and summing up the previous section , we can account 

among positive changes the increase in flexibility, the new attitude towards workfare policy 

and the increase of income security injected by the Welfare Protocol of July 2007. 

3.3 Glass half empty 

Any hypothesis on policy transfer should in this case take into account a number of 

characteristic of the Danish system that are not contemplated in the definition of flexicurity but 

that are inescapable. These are: 

• Sound public finances 

• Industrial relations 

• Quality and quantity of education 

• Efficiency of the public administration  

3.3.1 Sound public finances 
Even if it opted out from the third phase of the Monetary Union, Denmark’s public finances are 

in perfect order: the debt is well below the 60% fixed in the Maastricht criteria (25% of the 

GDP in 2007) and in the last years it ran huge budget surpluses, in line with the Stability and 

Growth Pact prescription of reserving the possibility of increasing spending for downturns20. 

The inflation rate is also among the lowest in the EU (1.7% in 2007, compared to 2% in the 

Euro Area). Together with a yearly stable exchange rate with the Euro21, these factors would 

allow the Scandinavian country to adopt the Single Currency practically tomorrow if they 

wished so22.  

 

 

                                                 
20 3.8% of GDP for the period 2004-2007 
21 1 Euro = 7.4632 
22 After the signature, the Maastricht treaty was rejected in a referendum in 1992. Taking into account the 
protest of its electorate, the government re-negotiated it and established four opts out: third phase of the 
EMU, Schengen, JHA and citizenship.  The Danish Institute for International Studies (DIIS) is currently 
conducting a study, commissioned by the Danish Parliament, on the possibility of removing the four opts out 
from the Maastricht Treaty. In this perspective, and probably according to the result, the government will ask, 
for the third time, his people opinion on the subject. In particular, as far as the monetary policy is concerned, 
keeping the Crown is counter-productive as the exchange rate does not allow for an independent monetary 
policy, but, at the same time, the Danish Central Bank cannot participate in the decisions concerning the Euro 
interest rates.   



 

 

22

22

Table 3.2 Public finances in 2007  

 Denmark Italy Eurozone12 

Public Debt (% of GDP) 25 104 66.7 

Deficit (% of GDP) 4.4 -1.9 -0.8 

Total expenditure (% of GDP) 50.8 48.2 46.4 

Inflation rate (on the previous 

year) 
1.7% 2% 2 

Source: AMECO, DG ECFIN, European Commission 

 

Italy’s macroeconomic picture is widely known: the situation has been characterised for the 

last decade by slow growth and public finances constantly in disorder. the country has indeed a 

tradition of huge and increasing public expenditure, even in periods of sustained growth, which 

made the public debt explode in the 1980s. The trend changed only with the decision to join 

the “Euro club” in the first round, which required an enormous effort to cut the expenditure and 

curb the debt. Two are the main problems imposed by the unsound public finances situation. 

First, it makes the Italian economy more vulnerable to shocks; second, the public expenditure 

necessary for the adjustment crowds out investments and resources that could be used for 

promoting and easing the transition towards structural reforms.  

3.3.2 Industrial relations 
The Danish system is neo-corporatist which means that stakeholders participate in the 

formulation and implementation of labour market policies. This type of dialogue has been 

working for more than a century. In Italy, instead, social partners have been involved in the 

decision making only in a few cases in the 1990s under the so called “concerted actions23”but 

still with a different spirit. Italian concerted actions arrived under the Amato, Ciampi, Dini, 

Prodi, and D’Alema governments and in all but the last two experiences, the trigger for the 

dialogue was the weakness of the Parliament together with the “public finances threat” 

(Gualmini and Ferrera 2005). And indeed, the aim of involving the social partners was to make 

the pill of cuts in the expenditure easier to swallow (ibidem)24. The governments of the second 

                                                 
23 “Concertazione” in Italian 
24 The main achievement of this first wave is the abolition of the indexation mechanism (“scala mobile”). See 
chapter 4 for a deeper explanation of the meaning.  
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half of the decade mark a difference and are the product of a new contest where parties 

recuperated legitimacy and the Maastricht threat was over. The Treu law, for example, is the 

product of the exchange with work fellowships and socially useful jobs. In 1998 the D’Alema 

government approved an agreement that sets the basis for a more institutionalised platform. 

However, the Golden Age of concerted actions stops with the arrival of Berlusconi that will 

promote a softer form of dialogue25 and will be back only in July 2007, with the Prodi’s 

Welfare Protocol (ibidem).  

Somehow connected is the lower penetration rate of trade unions. According to OECD data, in 

2002, only 34% of Italian workers have a union membership, compared to more than twice this 

value in Denmark (74% in 2001) and both with a constant level for the past 15 years. This is 

easily explained by what the membership entails in the two countries. As we have seen, 

Denmark unemployment insurance follows the “Gent model”: trade unions manage the 

unemployment insurance (Rothstein 1992). Even though membership is not compulsory for an 

insured, without doubts it exerts an attraction, especially because a small additional 

contribution for the inscription gives right to other services. In Italy, the opposite happens: 

collective contracts apply also to non union members which is not a disincentive to subscribe 

but does not provide any incentive either. Moreover, in Italy, not only the penetration rate is 

low, but the average age of members is very high and particularly low among young people 

with temporary contract26. 

3.3.3 Quality and quantity of education 
A couple of data can be helpful to realise how important is the issue. Employment rates at the 

higher level of education are similar in all European countries, that is more than 80%. The 

problem lies therefore in the lower levels and in the weight of these classes in the skill 

composition of the labour force. Comparing US and EU, Gros (2005) and Gros and Roth 

(2009) observe that the employment rate for those with less than upper secondary skill levels is 

higher in the EU (50.6%) than in the US (43%). The problem of the EU is thus not mainly that 

the lower skilled cannot not find a job in a rigid labour market, but rather that there are far too 

many of the low skilled around since the EU over one-third (37.8% of the population in 

                                                 
25 Dell’Arringa (2008) argues that the season of concerted action ends becasuse there were so many issues on 
the table that stakeholders were no longer able to find a common path between so divergent positions.  
26 This entails a problem of representation. Being the trade union an association it will make the interest of its 
members that, in this case, will be biased towards old age related policies.  
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working age) has not even completed upper secondary education against around one-fifth (21.3 

%) in the US. Whereas, US employment rates are only marginally higher than those in the EU 

among the higher skilled. The big difference here is the fact that in the US the proportion of the 

working age population with higher skills is about a quarter higher than in Europe: 26% of the 

US population has tertiary education compared to around 21% for the EU. Within the EU the 

situation is however highly differentiated and, actually, the Danish record is closer to the 

American one. Among the Danes (15-74), 26% has tertiary education, 40% secondary and 30% 

primary. Italy has a similar value for secondary (39%) but radically different at the other two 

levels: only 12% holds a tertiary degree and about 48% has only primary education. The 

quality of education matters too and Italy here doesn’t score better being at the bottom of PISA 

scores among EU countries.  

3.3.4 Efficiency of the public administration  
As far as the functioning of a public administration is concerned, it is not easy to make an 

evaluation but a serious attempt has been done by the World Bank with the “Worldwide 

Governance Indicators 1996-2006”. They measure six dimensions of governance (Kaufmann, 

Kraay, Mastruzzi 2007): (a) voice and accountability, (b) political stability and absence of 

violence, (c) government effectiveness, (d) regulatory quality, (e) rule of law and (f) control of 

corruption. The ones particularly interesting for our topic are c, e and f27.  

The next chart shows the comparison with Denmark for 200628.   

  

 Chart 3.2: Governance indicators in 2006, Italy and Denmark compared  

                                                 
27 Government effectiveness: measuring the quality of public services, the competencies of the civil services 
and the degree of its independence from political pressure, the quality of policy formulation and 
implementation and the credibility of the governments’ commitment to such policies.  
Rule of law: measuring the extent to which agents have confidence in and abide by the rules of society, and in 
particular the quality of contract enforcement, the police, and the courts (…).  
Control of corruption: measuring the extent to which public power is exercised for private gain, including 
both petty and grand forms of corruption, as well as capture of the state by elites and private interest.  

 
28 On the website it is reported that “The aggregate indicators combine the views of a large number of 
enterprise, citizen and expert survey respondents in industrial and developing countries. The individual data 
sources underlying the aggregate indicators are drawn from a diverse variety of survey institutes, think tanks, 
non-governmental organizations, and international organizations”.   
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Apparently, Italy is either at the bottom of the fourth or at the top of the third quartile, which is a 

very poor result for an OECD country. Plus, not only it scores badly, but the trend is also negative 

with the three indicators considered deteriorating in the period between 1996 and 2006.  

Why is this important? Because Italian problems related to the implementation of labour market 

policies are strongly linked to the general inefficiency of the public administration (Grassoni, 

Origo and Lodovici 2008). The flexicurity system is indeed characterised by a few homogeneous 

rules and high decentralisation but, at the same time, local administrators, for example, enjoy some 

discretional power when distribute job offers or negotiate the path to the re-introduction in the 

labour market. This makes necessary mutual trust between the different actors, will to respect the 

rules and avoiding cheating on the system. Employment offices mirror the broader situation of the 

functioning of the public administration. The aspect of flexicurity more concerned in this case is 

active labour market policies which are indeed the part of the system that requires the biggest 

effort for the public administration in terms of the organisation. The main task of employment 

offices is to ease the matching of demand and supply of jobs. But to rape the benefits of such a 

complex policy a service minded administration is necessary. The last reforms in Italy go in this 

direction but they have not been very successful, in terms of people that found a job thanks to it. 

The report of the Ministry of Labour and Welfare for 2007 collects some interesting data and 

survey. Simple but meaningful is a particular question asked to people that in 2006 had had, in the 

previous six months, contacts with the EO: “Did you find a job thanks to the EO?” On average, 

only 3.3% of people said yes. The main reason of the mis-functioning lies in the role these offices 

played in the previous period where their competencies were purely administrative and consisted 

in verifying the requirements for benefits, job placement and contracts. Re-organising an office 
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and teaching employees and managers the new job might require some time that can de facto delay 

the implementation of the reforms.  
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Conclusions 

So far, the question “can flexicurity be exported from Denmark to Italy?” is still pending. But 

some important information to reply might have been added. Summarising: 

- Denmark and Italy have developed different welfare regimes and these differences emerge 

also in their labour market;  

- The European Commission is involved in a process guidance of labour markets towards 

flexicurity.  

There are a number of arguments that might support a positive or a negative answer to the main 

question. But in my opinion, a process of convergence in a “flexicure direction” is ongoing 

pushed by necessity to replace job security with employment security which is itself an effect 

of internationalisation and integration of economies. The Community involvement in social 

policy of the last years could be interpreted as an attempt to participate and shape this process 

starting from the assumption that a coordinated response could make the adjustment more 

effective. Not being a community competence, Community institutions cannot use for social 

policy the same instruments as for the single market. Therefore, the tool chosen is a form of 

soft law. Understanding its influence requires the effort to go beyond the usual instruments of 

economic policy. The European Employment Strategy indeed does not create any job directly 

but “improved the functioning of the labour market by increasing transparency, reducing 

transaction costs and wastage of resources, promoting the efficiency of marching and an 

increasingly diverse labour supply and demand and by raising the effectiveness of policy 

through targeting” (Biffl 2007).  

The process is of course slow because on the one hand the tool of these two external agents is 

soft pressure, on the other hand because there are national resistances to change driven by 

habits, interests or fear of loosing from the new system.  

About the way this change might occur, I agree with the position of the Commission that 

consists in prescribing national pathways. Given the so different starting points and 

institutions, it cannot simply ask to Member States to simply to “copy” the Danish system as it 

is; it rather shows that in the present arrangements, with the necessary modification countries 

can move in that direction. Italy, for example, should start from rebalancing rights among 

insiders and outsiders of the labour market, invest more in training activities, restructure the 
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system of unemployment benefits and reinforce the skills within employment offices. One 

could say that this is easier said than done. But if we consider that ten years ago the 

government even lacked the basic instruments to analyse labour markets, setting up a form 

management by objectives and having the right objectives are two important steps forward.  

After all, they say that similarities are always more than differences in European Social 

Model(s).  
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