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1: INTRODUCTION !

Enjoying rights to decent employment and working conditiamupled with decent social and living
conditions, has certainly become one of the keye&lin promoting basic European labour standardk,raore
widely - global labour standards (in connectionwitO decent work strategy; see Ghai ed. 2006) eDework
is not only major value and one’s right; it is ajanachallenge for all actors in the globalised isgts of ever
increasing competition, where both for firms andiwduals — pressures to be competitive are becgrainly
stronger. For post-socialist countries, as Craati¢his challenge is double: both globalisatioia (privatisation
and liberalisation, international trade and capiatning etc.) and europeisation (via process&dJoficcession)
have been leading to radical changes in functiomih¢he labour markets and in working/life conditsoof
individuals, families, regions... Clearly, this is an-going and un-finished process asking for adipts and
policy innovations. Changes have been dramatic oth bevels: nominal (through new regulations and
institutions) and real (through multiplicity of Lidehaviours and working organisation practices), #stradical
as they are, these changes have been embeddedtiaulpa context of history, politics and traditioihis
contextuality greatly affects the very notion otdet work, but its understanding too (in spitetsfuniversality
— Ghai, 5). While the very notion of ‘decent wohas still not become the central one in orgagisiators’
discourses on work, its basic elements have bé¢heatime present (in actors’ discourses and pataking),
however without proper understanding of impliedesgies and complementarities (as typical for IL@tstgy
on decent work).

It is important to stress that labour-market andkivig conditions in Croatia, as well as discoursas
work, have been developing under the impact of {@mgy demographic and structural changes, tramsitio
related reforms, war and state building in thet filscade of transition; and democratic consolidatéconomic
progress, regional stabilisation and EU associgitocesses in the second. By the end of the 188@snto the
2000s Croatia has embarked on the path of demoamatisolidation and economic growth with good peate
of EU integration. The second decade has broughtrialisation’ (economic and political), yet in mamgspects
only ‘nominal’. Labour market and work trends dugrithe 2000s reflect this. Improvements have begistered
in terms of many indicators: the EU accession @medg greatly contributing to that, particularlyevhit comes
to legal and/or institutional developments, but andhard realities’ remain — as this report willosh too
(similarly to the earlier one —to which in a numio&éimportant respects the present report is cometgary and
building on it; see Franicevic 2007a).

This report gives an overview of working conditionsCroatia, along decent work concepts’ multiple
dimensions. While data mostly cover the 1996-2080og, particular stress is on the most recent ldeweents.
In Chapter twogiven is short overview of economic developmentshie 1990-2007 period, and much more
detailed account of labour market developments th particular stress on employment and unemployment
issues.Chapter threepresents trends in employment and working comulitidt includes sections on changing
employment status and contracts; on wages and tyowmr working time, child and forced labour, wazkd
family balance, working rhythms and stress at waifety and health; access to training; and endl wi
discussion on subjective perceptions.dhapter four social protection system and major involved issare
analysed; this includes social welfare, unemployntemefits., the pension and health systems, pioteof
maternity, children, elderly and war vetera@hapter fivedeals with social dialogue, its actors (unions and
employers in particular) and workers’ participati@hapter sixis policy oriented and discusses some of the
main challenges facing Croatia in increasing agtiéind employment; flexibility and security dilemsan
achieving more equitable society — both across ladipn and regions; and, finally, on actors’ capiasi to
reform and to enforce these reforms. Finally, i ¢oncluding chapter, some major trends and firgling well
as policy issues, are summarised.

2. ECONOMIC AND LABOUR MARKETS DEVELOPMENTS 1990-2007

In this section, an overview of major economic ttein section 2.1) and, in more detail, of labour
market trends (2.2) is presented.

 In working on this report | greatly benefited framsistance being given by numerous experts fromulaunions, ministries, government
offices, State inspectorate, NGOs; Croatian Buebtatistics; World Bank and UNDP Croatia offic&me of my colleagues helped me
with data analyses too: | am particularly gratefulVedran Sosi (Croatian National Bank) and Sanja Mud(University of Rijeka).
However, they don’t share in any of the report’erstomings. | also thank Hermine Vidovic from WIIfar allowing me to use tables and
figures from her work.



2.1 Economic developments 1990-2007

In many respects Croatia has been a typical tramsfiton case, experiencing sharp fall in output and
employment in early 1990s, and recovery theredftewever, its particular path was under the impact:

» Of Yugoslav federation’s disintegration coupledhéeries of wars leading to major human, social and
economic dislocations and costs.

e Of the new state building, strongly influencing s on policies and reforms.

e Of pluralisation of economics (privatisation, newtrg, FDI) and politics (political parties and tead
unions replaced one-party, one-union model; NGO=asingly being present).

» Of particular path-dependencies, pertaining to eoun system of self-management but to some
important cultural and normative legacies too.

Typical Washington Consensus policies (stabilisatiberalisation, privatisation) were playing daotthe
very particular political and moral economies caht@~ranicevic 2002) leading to major failures, eomic
recession of 1999 and de-legitimization of estéielis modes of governance and politics. With demimcrat
consolidation brought about by January 2000 elesti@nd confirmed by 2003 elections, and with iasegl
credibility of EU integration, the EU factor willelsome increasingly influential in framing policiasd reforms,
as well as bringing institutional dimension in floeefront. Yet, failures in implementation and (l@nedibility
of) new institutions’ enforcement, high role ofanfmal and widespread corruption contribute to Gaddeing
‘land-in-between’ — between front-running CEE titine countries and lagging SEE countries. ‘In more
immediate context, an issue of viability of favduleeconomic trends is increasingly becoming inftig in
recent economists’ and policy makers’ debates.

This ‘great transformation’ has been characterisedhajor economic, political, institutional and &dc
changes but ‘deficits’ too, by continuities (i.eivatisation) and discontinuities (war, but endtloé war too)
(more in Franievi¢ and Btanic 2004 and Fragevic and Btanic 2007). The effects — instant, short-term and
long-term ones - on the population, economy anikspat large - were dramatic. This applies to labmarkets
and working conditions at greatest extent too.

2.1.1 The 1990s

The 1990s were marked by dramatic falls in outpidt @mployment in the first half, and increasing
output but coupled with increasing unemployment staginant employment in the second half. Table 2.1
illustrates some of the major trends of the 1990s:

Table 2.1: Croatia 1990-1999, basic macroeconomitdicators

1990 | 1991 1992 1993 1994 1995 1996 1997 199§ 1999
GDP, -9.9 -21.1 -11.7 -8.0 5.9 6.8 5.9 6.8 2.5 -0.9
yearly growth rate
GDP bill. € n.a. n.a. n.a. n.a. n.a. n.a. 15.9 817. | 19.3 18.7
Employment, 1568 | 1432 1261 1238 1211 1196 1195 118y 7212 | 1058
yearly aver.,
thousands*
Registered 161 254 267 251 243 241 261 278 288 | 321
unemployment,
thousands
Registered 9.1 13.2 13.2 14.8 14.5 14.5 16.4 | 175 17.2 19.40
unemployment, rate** (10.0) (9.9) (11.6)*** | (14.5)**

Commodity exports, 4019 | 3292 4 597 3903 4 260 4632 4 511 4170 4145 | 4279
bill. $

Comm. imports, 5187 | 3828 4 460 4 666 5229 7 509 7 787 9104 8383| 7777

Bill. $

Foreign debt, 2967 | 2741 2 636 2638 3020 3809 5 308 7452 885 | 9925

bill. $

Gvt. expenditures & 37.7 (period’s average}4.1 48.9 51.9 50.9 53.6 55.9
net lending, % of

GDP****

Gvt. balance including 15 -1.4 -2.2 -3.0 -2.4 -8.0

arrears, % of GDP***

SourcesCBS, CNB, HZMO; World Bank 2001 (last two rows)

Notes *non-agricultural: legal entities, crafts anddes, free lancés*official rate of unemployment & ILO based in biegts ***number
of insured/number of pensioners (Croatian Agencysfucial Insurance, HZMO); ****Consolidated genegalvernment



In addition, dramatically was increasing dependenady due to fast increase in numbers of pensieners
due to many firms’ failures, low employability ofaw veterans, and due to surviving firms' defensive
restructuring mostly based on, often dramatic, éatemployment. On the other hand, the state wasoti
explicitly encouraging, supportive of such solusoPRrivatisation, by many found as inefficient amjust, was
coupled with major weaknesses and failures leattingumerous contestations (see Franicevic and SE3K.
on workers’ actions in defending their legitimatakes) and demands for full revision in the wake26600
elections.

Success of October 1993 Stabilisation programmnimwed by establishing territorial integrity in 189
thus bringing much needed peace, brought much statge environment both economic and political.one
However, in the context of stability of prices axthange rates, mounting were major macroeconoeficits:
fiscal, trade and savings/investment. Pressuresatich-up for lost years were strong and hard tstreis the
1994-1998 period (if 1994 = 100) real wages 19@@&xwas 179, much above industrial productivityds,land
economy productivity — 138.1 (Franicevic 2002) ewth of wages ahead of productivity will last up1899
(gross wages) and 2000 (net wages)(Vidovic 2008, 26

Populist policies of the 1990s were leading towatdsge’ but ‘weak’ state syndrome: as Table 2.1
illustrates, the share government expendituresi? Gemained high during the period. Throughoutpégod,
even when formally running a balanced budget, itiygicit deficit was covered by the sale of asseis foreign
borrowing. Yet, by the end of the period this diéfis becoming increasingly explicit as well: -8.684GDP
(including arrears). Growth of GDP was mostly based consumer’s consumption (encouraged by strong
rebound of real wages in 1994-1999 period and wiestic policies of the state subsidising consuopbf war
veterans and victims). Comparatively low privateiisgs rates were coupled with increased foreigmdwing
which has greatly contributed to the growing shafrexternal debt in GDP (only recently this willdmene an
important issue in national debates).

Dramatically growing unemployment, coupled with tiple consequences of war, made hundreds of
thousands vulnerable to decreasing living standaidsle poverty and overall uncertainty had incezhsan
important buffer (besides state social policies @adernalism), but road to wealth accumulation teas
unofficial economy- it was estimated (by discrepancies in nationabanting) that in the 1990-1995 period the
UE was about 25% of GDP and in 1996-2000 it felatcaverage of 10% of GDP. Importantly, one ofrtian
components of UE isnregistered worksee Ott 2003, 443) In Crnka@viPozaé (1997, 181) proportion of the
UE in total employment was estimated at 25.8%. Misthose registered as unemployed weren’t recgivi
unemployment cash benefits and for those who wegeiving, the amount was far from being enough d@wen
support oneself — 'most persons who work on their account started out their small enterprise freressity,
and were before that mainly unemployed' (CrnkéRdzat 2001, 316) Among them, in the 1997-2000/2 period
23.8% were previously inactive, 48.1% unemployed 28.2% employed; different is for business owraard
free professions: 66.9% of them were previously leygd, 23.5% unemployed and 9.6% inactive (200%).30
However, considerable decrease was registeredgdth@2000s. But still: ‘Out of 1.5 million workedefined
as employed according to ILO criteria, 91.1% dexdathemselves to be working, 6.3% were workingvoerte
pupils, students, housewives or pensioners anéfthrer “inactive”, and 2.4% were “unemployed”. Thigplies
(she continues) that 8.7% of the workforce and 5i8%004 do not feature in the employment statistiom
establishment source¥hey represent the legal but unregistered or illegmployment in Croatia.By her
account in 2002 there were 133 thousands and id 2066und 90 thousands working in unofficial economy
(Crnkovit-Pozat 2007, 99)

On the other hand, the second half of the 1990<wilg consolidation and recovery of many largen8,
stronger FDI in some sectors (mainly through pisaion), but also stabilisations of unions withglhi
unionisation shares in such firms and/or publicaedn the context of high nominal workers protext the
state looking for accommodation with both employared employers, will make institutions of sociahldgue
and collective bargaining functional, even if imjeetly. Following the WB advice, only with the 20@Banges
to the Labour Law (first labour law was enacted 895), EPL index was reduced from high 3.58 to Zfirét
proposal was 2.25 but it was rejected due to uhiopgosition; Matkowi and Biond¢ 2003) and thus brought
close to the EU-15 average (2.4 in 2003) but siijher than OECD 2.0; and slightly higher than CZErage
— 2.4 (Cazes and Nesporova 2007).

With such trendsegmentatiorof labour markets seemed to be pronounced, expd3inatian workers
not only to different opportunities and rules o thpame on the LM, but to increasing differentiatidrworking
conditions too — ranging from completely unprotdcieformal work to modern HRM practices increasjng|



being introduced by large foreign-owned firms amine domestic large firms: it will open major policy
dilemmas when approaching flexibility vs. secutigdeoffs in recent years. (to be discussed in6Ch.

The period’'s end was marked by economic recesarah failures of a number of privatised firms,
causing job losses, and growing pressures forigalliand economic reforms through delegitimisatdrsemi-
authoritarian politics and demands for revisiorpa¥atisation. In such a setting January 3, 200digraentary
elections will open an avenue to democratic codatibn and international normalisation (with imort
conditionalities attached to opening avenues fordedession), but to economic growth in a settingrefter
stability and more realistic European expectatighare in Franicevic 2002; and Fr&avi¢ and Btani¢, 2007)

2.1.2 2000-2006: on the growth path...

The first half of the first decade of the 2000sugiat major improvement in the economy’s performance
as well as in Croatia’s international position, liging signing Stabilisation and Association Agreement
October 2001, achieving an EU candidate statuane 2004 with negotiations being opened in 2006nBmic
growth in 2000s picked up, followed by decreasimgraployment and slowly increasing employment. While
expectations of radical break with most notorioegakies of the 1990s have not been fulfilled —2860s
brought important democratic consolidation, intéior@al normalisation, and economic progress (based
consolidation of the PE model of the 1990s as atgoeFranicevic and Bicanic 2007). High growth, ugb
slower than in a number of neighbouring postsatiaountries; increased investments (not only in
infrastructure) and FDI (yet, with low share of gnéield investments — Vidovic 2006); consumers’rafirg
explosion and improved living standards indicatensg all this coupled with price and exchange stbility,
moderate fiscal consolidation and increasing irstBomal reserves — seem quite remarkable achieveareh
provide a setting for further reforms in line wilJ harmonisation and IFOs demands. However, impbrta
deficits remained, economic and institutional, ptitdly threatening the future viability of econarmgrowth and
social expenses. Deficit of low/stagnating expadspled with increasing trade deficit and currectaant’s
deficit as a share of GDP; increasing external endhility, with foreign debt growing to above 80%age of
GDP - may considerably limit overgrown state toafine social expenses related both to social antthhea
insurancé, but to upgrading national systems of educaticaining and research and development. (Table 2.2
below illustrates some major macroeconomic trendsjitutional deficits (e.g. corruption, judiciarpw reform
capacity in some areas...) are increasingly beconasinmajor barrier in speeding-up the EU association
processes.

LM developments, in particular, have been char&stdrby increasing presence of structural problems
of the economy and labour markets: as general ltiMason has improved, particularly in terms of aeed
unemployment, but increased employment too, irffadhefront will come major structural problems oétlabour
market — long-termness of unemployment, skills’masches, particular groups’ vulnerabilities (to lpay low
employability, unfavourable working conditions) amacreasingly, regional difference§Vhil e the 2000-2007,
period has led to some important improvements in &Ml working conditions it has brought increasing
concerns over trends in employment and working ttimmd, over trends in flexibility and security.

2 May 2007 World Bank progress report warns thatevinmoderate fiscal consolidation has taken plgregiucing overall fiscal balance to -
3.9% of GDP in 2005 and -3.1% in 2006 (preliminaay)d -3.0 in 2007 (projected), ‘further fiscal sotidation is also required because the
scope for increasing tax revenues is limited’ (&watia taxes directly and indirectly 39 percehG®DP’ (NMS 10 average is below 30%)
— and ‘without cuts in public spending, tax redoies is not feasible’ (World bank 2007b

10



TABLE 2.2: Croatia 2000-2006

2000 2001 2002 2003 2004 2005 2006
GDP growth 2.9 4.4 5.6 5.3 4.3 4.3 4.8
%
GDP 19.977 22.171 24.468 26.237 28.681 31.263 34.2p0
Current prices,
bill €
GDP 4.560 4.998 5.507 5.906 6.3971 6.968 7.70¢
p/c €
Inflation rate 4.6 3.8 1.7 1.8 2.1 3.3 3.2
%, average
Eur/HRK average CNB exchange 7.63 7.47 7.41 7.56 7.50 7.40 7.32*
rate, yearly
Gross international. reserves (bill. 3.783 5.334 5.651 6.554 6.436 7.438| 8.724
€) End period
FDI inflow, net (% of GDP) 6 7 5 7 3 5 3
3 month treasury bills interest 7.50 4.0 2.0 4.0 803. | 3.7 3.00
Trade deficit -3.455 -4.481 -5.819 -8.022 -8.56p -9.788 -11.1p6
(bill. USD)
Current account deficit (as % of | -2.4 -3.6 -8.5 -7.1 -5.1 -6.4 -7.8
GDP)
Total employment 1.300 1.340 1.351 1.388 1.397 1.417 1.467
(end of period, mill
Registered unemployed 379 395 366 319 316 308 293
(end of period, mil)
Registered unemployment rate | 22.6 23.1 22.3 19.2 18.0 17.9 16.7
(LFS in brackets)

(16.1) (15.8) (14.8) (14.3) (13.8) | (12.7) (11.2)
Consolidated. central gov't def. | -7.5 -6.8 -4.9 -6.2 -4.8 -4.0 -3.0
(% of GDP)
Foreign debt 12.109 13.458 15.055 19.811 22.781 25.541 28.9f75
aggregate (bill. EUR), end period
Foreign debt as % of GDP 60.6 60.7 61.5 75.5 794 178 84.7

SourcesCBS, CNB, CESNote 7.33 in 2007

2.1.3 ...but is it sustainable?

Sustainability of favourable trends may be questide, with potentially complex consequences on
future evolution of labour markets and working citinds. In short term mounting are signs obverheating’
(inflationary pressures, gaps on the labour mayketed increasing external vulnerability due toeexal
imbalances, rapid credit growth and currency mished. World Bank and IFC 2007 report stresses that
‘continued external vulnerability poses a risk taameconomic stability and leaves the Governmetit little
room to manoeuvre in the event of shocks’ (WorldiB2007b, 4) Recent IMF study warns that, ‘traditib
vulnerability indicators for SEE are at levels thHastorically have been associated with risks foowgh
reversals’ (comparison with East Asia 1996 indicetshow many commonalities, Sorsa et al. 2007,ab@)
Croatia shares that vulnerabilities (its exterrethteto-GDP ratio is among the highest in posts@stiabuntries;
and share of short-term debt has risen in receatsy®o). Even if the EU integration process migfitigate
these vulnerabilities, the report points to weakuestitutional capacities and unfinished structureforms
(increasingly coming to light in the processes obdiia’s current negotiations with EU). Low effinigy of
investment in Croatia is an indication of that {@elatively high level of investment has generateldtively
modest growth — ibid., 13; lower than in comparaBlEE-5 and Baltic’ countries ) as is low TFP growdte —
1.2 in 2002-2006 (vs. 4.0 in Baltic and 2.5 in CEE(Sorsa et al. 2007), as is its low exports c#ypache
authors conclude that SEE pattern of catch-upértuestions about sustainability of the largecitefishould
the global environment change’ (ibid., 13) And atidgrowth shock or a decline in housing procesgust a
reduction in new credit, can trigger large adjustteén demand in SEE due to high reliance on forsigvings
in the enterprise and banking sectors’ (ibid., 28hile the new Croatian government certainly didoltow in
its programme the report’s advice to ‘avoid promall fiscal policies and remove incentives to barro
Croatian National Bank has been much more carefiaving the advice to ‘contain growth in bank citegith
tight monetary policies’ (ibid., 25), and this ipite of considerable accumulated internationalmese On the
other hand, June 200Zconomic Outlook for Central, East and Southeastofg while aware of risks of
overheating, offers, for SEE region more optimigticture of sustained growth with macroeconomidbitity
(www.wiiiw.ac.at press release on July 5, 2007).

The end of 2007 has brought a change in atmosphedele to stronger inflationary pressures,

particularly concerning basic necessities (foodstriergy, utilities) - a sense of urgency hasnbereated by
unions threatening with social action if prices amages are not put in line. High growth expectatiare still
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nourished but revised to lower values: from higB6 in 2007 to 5.1% with further decrease in un@ymient

— PBZ macroeconomic forecastdovember 2007; from 6% in 2007 to 4.9% in 200&sonomic Institute of
Zagreb Croatian Economic Outlook QuarteriNo.32, 2007. However, the most recent statemgnZdijko
Rohatinski (CNB governor, on Jan. 23, 2008) — wartieat expectations on 2008 growth should be farthe
reduced, while inflationary pressures will be mgtaalequate anti-inflationary monetary measutde terrain

of that growth will certainly be more contested unions will try to protect workers’ wages aights and as
firms will have harder time to improve (or eventsirs) performance and competitiveness, as IFOsEh@re
pushing for more decisiveness in reforms of pubdictors and social protection systems. It is quotgsible that
more confrontational period in relations betweerplayers and employees (in spite of the governmeaftarts

to contain them through) might follow with capaes#tifor social dialogue increasingly tested; as ringrmay

be pressures on the new government to micro-mateg@stablishment of the government’s committee, in
which social partners are included, for dealinghwgitice increases attest - pushing large firmttuce prices of
some necessities voluntarily, which did happenheyend of January 2008) .

Mounting are also signs that Croatia’s road to Eightnbe slower than hoped for: in spite of that on-
going nominal harmonisation with EU will increasiypgnfluence and constrain policy and institutiochbices,
also influencing LM and working conditions in yedaoscome. However, typical low credibility of enf@ment
due to low administrative capacities, weak judigjdout high corruption too may actually increase tap
between nominal and real changes, thus openinganenues for conflict and politicisation.

In the longer term increased competitiveness of Croatian firms amckelased activity rate of
population will certainly be necessary if Croagad embark on higher growth path; even if curpath will be
sustainable (in face of mounting external defiaisl/or vulnerabilities). This might lead to incredgressures
to more radical reforms of labour market and indaktrelations; and provoke trends towards greafer
flexibility and greater intensification of work. Mever, in the context of increasing uncertaintjgasljitics of
labour and work may come under more pressures &bsides in order to ‘insure’ against potentiaks. To
this I'll return in Ch. 6 again

2.2 LABOUR MARKET DEVELOPMENTS 1990-2007

LM evolution is under the impact of unfavourablendgraphic trendswhich areinfluencing policy
choices and discoursdopulation is falling(from 4499 million in 1991 to 4195 in 200Pronounced is ageing
(share of 65+ in total population increased frodf/@in 1961 to 12.4% in 1991, and to 16.3% in 208h¥re of
working age populatiorafter reaching its peak in 19%ldecreasingin 2001 it was 66.4%. (Gelo et al. 2005)

Activity rate is comparatively lowin spite of decreasing unemployment, share of imaghopulation
remained 50.8% in 2005 and 50.2% in 2006 (CBS 12885 and 2006, 2d half). On the other handreasing
economic inactivity — as Tables 2.3 a,b sheassociated with early retirement, increasing nusibédisability
benefits recipients, support of war veterans, aadife informal economy and a growing discouragedkero
effect (Vidovic 2006, 24) puts Croatia among thp tmuntries concerninthe inactivity ratd This points to
serious under-utilisation of human resources, bribas policy challenges, yet — opportunities todye faced in
years to come.

Employment/population ratjcafter reaching its lowest level in 2001 (41.59%5,half), has been around
low 43% in last years. (CBS LFS) (See: Tables 2i3aEmployment rate¢employed aged 15-64, divided by
total 15-64 population) in the 2002-2006 periodéhbeen slowly increasing, but still they are corapaely low
(if compared to EU-15 and EU-25): 53.4; 53.4; 5450 and 55.6 (in 2006). Respective numbers far are:
60.5; 60.3; 61.8; 61.7 and 62.0%; for women: 486(7; 47.8; 48.6 and 49.4% (Eurostat).

2.2.1 Changing structures of employment

Table 2.4(below) illustrates major trends in chargistructure of employment. Clearly, paid
employment dominates but self-employment’s shdter, falling from 21.1% in 1996 t017.6% in 200t&s
grownto comparatively high 22.3% in 2005 but felt ta&® in 2006 (CBS LFS, 2d half). However, only 5.2%
both in 1996 and in 2005 (and 4.9% in 2006) areleyeps (to this | turn in section 3.1.4)

% This proportion is lower (36.5%) based on the wugkage population (15-64) but still among the leigtin EU (Vidovic 2006, 25)
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Table 2.4: Changing structures of employment 1996607

1996 | 1997| 1999 1999 2000 2001 2002 2003 2p04 20R606 2007 ¥
and 2"

Employed total (000)* | 1540 | 1593| 1544 1492 1553 14¢9 15p8 1%37 1p63 157386 1 1586

BY PROFESSIONAL STATUS, 2d half year (%)1996 — November; 1997 — June)

Employees 70.8( 74.1 754 751 782 762 749 7p.07.1 | 75.6| 77.2 78.5

Self-employed 21.1) 185 183 192 176 192 186 .52p 20.7 | 22.3| 20.8 19.4
Own account 159 134 128 142 126 14441 | 158 | 152 17.1]| 159 13.6
Employers 5.2 4.9 5.5 5.0 5.0) 4.9 4. 4. 5[4 2 % 49 5.7

Helping family memb. | 8.1 7.5 6.1 5.8 4.2 4.6 45| 53.| 2.2 2.1 2.1 2.2

100 100 100 100 100 100 10( 10p 100100 100 100

BY SECTOR OF OWNERSHIP*

State sector 1) 48,8| 48.7 46.7 43P 42{8 40.1 371.84.7 | 338 31.7] 313 31.8
Employees 67.3 | 65.7| 614 585 56.3 529492 | 458 | 44.2( 422 408 404
Private sector 51.2 | 51.3] 53.8 56.] 57.p 600 625536 66.2| 68.3| 68.7 68.3

Employees only 327 348 387 416 438 4)/.2.853054.2 | 55.8] 57.8 59.2 59.6

100 | 100 100 100 100 100 100 10( 109 100 100 100

BY SECTOR OF ACTIVITY*

Agriculture 199 | 17.8| 16.7| 16.5 14.4 155 152 149 164 1y.34.21] 13.0
Industry 29.1 | 295| 298| 30.6) 288 30p 2966 297 298 2B.59.42 311
Services 50.7 | 51.9| 532 525 561 54p 546 532 535 5B.76,45 559
100 100 100 100 100 100 10( 10D 140 100 100 100
BY SEX*
Male 544 | 542 | 539 538 5474 55y 552 554 5%4 5p.15.75 55.6
Female 45.6 | 458 46.1| 46.2] 454 448 448 446 446 44953 4| 454

100 100 100 100 100 100 10( 10D 140 100 1Q0 100

Source: CBS3.abour Force Surveys: Notes: based on averagesohalf-year LFS result@&xcept for 1996, 1997 (annual surveys)
and 2007 — quarterly surveys, average of Q1-2Dat on state sector comprise employment in seftstate ownership and sector in
transition.

Sectoral structure of employment has changeditaweased has share of servicedrom around 51% in
the period’s start to some 56% by 2006/2007, wégeculture’s share felt from 19.9% in 1996 to 1B%2007.
Main loss in employment was in industry whose sharemployment was 35.9% in 1991 to reach 22.7% in
2000 and 20.5% in 2005 (EBRD dataset): during ®@0% close to 300 thousands jobs were lost; recémtd
downward trend has slowed down considerably the 2002-2006 period pronounced growth in @ylent
was in construction, wholesale and retail, busiress personal services, while major losers weréeualture,
public administration and defente.

Increasing is also share pfivate sector employmeiffrom 26.3% in 1992, according to World Bank
data, to 68.8% in 2006). LFS data show strong as®dn the 1996-2007 period: from 51.2% to 68.7%006
and 68.3% in 2007 *half; parallel to this has been an increasingesbéprivate sector employees only — from
32.7 in 1996 to 59.6% in 2007. Parallel to this baen relocation of employment towarstsall and medium
firms. Most of new jobs, with less security for employadve been created in SMEs. StsStalculation from
FINA dataset shows for SMEs (1-50 employees) mughdr job creation rates in the period 1994-20@ tfor
the large ones. In spite of higher destructionsraiet job creation in this sector has been positix@ughout the
period, resulting with growing share in employmetructure (from 13.8% in 1994 to 35.1% in 2004)&80
2007). However, in 2000s large firms’ sharecommercial societiestotal employment is increasing: after
lowest 42.1% in 2000 it reached 47.1% in 2003 a®d % in 2005; small firms’ share peaked in 2000.636
to decrease to 33% in 2003 and 32.3% in 2005)(Fthtaf. If crafts and cooperatives are added (with an
increase in employment from 205 thousands in 200258 in 2005), then share of SMEs in total emplegm
has stabilised in last years around 64%

Finally, share ofvomenin overall employment has remained quite stabléenduthe period — with little
variation their share has been around 45%, whigs share has been around 55%, reflecting theirigiergly
higher unemployment but lower activity rates (sebIl& 2.3 a,b)

“ In manufacturing, 285.0 thousands were employ@Dd®, 288.4 in 2003, 288.9 in 2004, and 286.005(CBS).

® Based on establishments’ data and without indalilarming service sector’s share in 2005 was 62.&griculture’s 5.9% and industry’s
31.2% (in 2002 respective shares were 61.3; 7.838nd CBS Statistical information 2005 and 200%hese differences in agriculture
may be partly attributed to underreporting in oreavoid taxes and social contributions. (Vido2@06, 12 referring to Botri2003)

€ E.g. in 2005 71803 firms were employing 813 thodsa out of which 1074 large ones — 391, 2969 nmedines — 160 and 67760 small

ones — 263 thousands; FINA data, from www.hgk.hr

7 In Cugkovié and Bartlett (2006) share of SMEs in total numifeenterprises is 99.6% and share in employmerf 796.
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2.2.2 Labour market dynamics

Dynamics of employment/unemployment shows sonrestitg propertiesLM developments were
characterised by strong growth in unemployment|2@01; since 2001 decrease of unemployment (both
registered and ILO based) set in. This was coupi¢ill decreasing employment until 1995, stagnarglowly
decreasing until 2000; with 2001 employment grosghin, though very slow and weak thereafter, paldrly
in legal entities (stronger only in 2006). LFS dsit@w clearly very slow increase: In 2005 numbegmployed
was just 2.1% and in 2003 — 3% above the 1996 J@vaimilarly to many NMS, in Croatia too ‘economic
growth and consequently productivity gains in tleeigd after 1995 were mainly achieved through sarigl
labour shedding or only meagre increases in empboynatter on’. (Vidovic 2006, 3) This is pointirtg
potential structural and entrepreneurial barriemsdt job creation — to this | turn soon. Table ifustrates these
trends as well as differences between adminiseatind LFS data.

Significant differences have remained between tegid unemployment and LFS unemployment: on
one hand registered are many who don't satisfy Ur@mployment criteria — they work informally, oeanot
either actively looking for the job or availablerfda (some 37% in 2005); at the same time 16% oELF
unemployed are not registered (for some of thenmph@yment is very likely short-term or transier®n the
other hand incentives to register include eligipito some benefits, e.g. for social assistancéemiy benefits,
some local governments provided benefits; but ngtraore health insurance (Vidovic 2006) — more hatper
4,

8 It is important to note, with caution, that up2d half of 1999 not all Croatian territory was imded in the sample frame, i.e. former
Krajina and Eastern Slavonia).
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Table 2.5: 1989-2006 Employment and Umeloyment LFS and registered (in 000 and %

1989 [ 1990 | 1991 | 1992| 1993 1994 1995 1996 1997 1998 1p9@00 4 2001 [ 2002| 2003 2004 2005 20(6
GDP growth -1.6 -7.1 211 11y -8.0 5.9 6.8 59 86| 25 -0.9 2.9 4.4 5.6 5.3 4.3 4.3 4.8
Indexes, 100 | 92.9 73.3 64.7 59.5 63.1 67.3 71.8 762 7811 771.49.6 7| 83.1 87.8 92.4| 96.4 100{6 1034
1989=100
Indexes, 100 106.8| 109.5( 1085 111p 116/5 123.1 13p.0 135.6 .41141148.3
1996=100

registered

Employmen* | 1618 | 1571 | 1443| 1283 1239 1231 1195 11039188 | 1272*| 1263| 1258 1273 1280 1330 13581371 | 1423
Yearly -3.0 -10.8| -11.1| -3.4 -2.6 -1.3 0 -0.4 0.7 -0y .4-0| 11 13 31 1.9 12 3.8
changes%
Indexes, 100 97.1 89.2 79.3 76.6 74.8 73.9 7319 734 786 .17B77.8 78.7 79.7 82.2 83.7 84.1 871D
1989=100
Indexes, 100 99.4 106.4 | 105.4 1058 106/5 1079 111.3 113.4 71j14119.1
1996=100
Share of 427 | 431 43.0| 43.9| 446 45.1 458454 | 46.0 | 45.1 45.2 455| 454 45 44.8 44)8 450 4%.0
women
In legal 1567 | 1514 | 1315/ 1160 1108 1061 1027 1002 995 19716581 1053 | 1056 1060 108 1108 1113 1160
entities**
Yearly -35 -15.1 | -13.4| -4.7 -4.4 -3.3 -1.5 -1.79 7.6 -1.p-0.5 0.3 0.4 2.6 14 0.9 4.2
changes%
Indexes, 100 96.6 83.9 74.0 70.7 67.1 65.5 64)6 635 6813 .5 6f 67.2 67.4 67.6 69.4 70.4 71. 7410
1989=100
Indexes, 100 98.3 105.8) 104p 104{1 104.3 104.7 1071H9.0| 110.0 114.4
1996=100
In crafts, 51 58 129 123 130 149 169 183 192 201 205 205 21629 4 242 258 258 263
trades, free
lances***
Yearly e ok -4.8 5.7 14.6 134 8.3 4.9 4.7 2.0 0.0 541 6.0 5.7 6.6 0.0 1.9
changes%
Indexes, 100 252.9| 2413 2549 2922 3314 358.8 376.5 1394402.0| 402.0f 423.5 449D 4745 50%.9 506.9 515.7
1989=100
Indexes, 100 104.9| 109.8( 1129 112p 118/0 1251 13p.2 141.0 .0141143.7
1996=100
Unemployme | 140 161 254 267 251 243 241 261 278 28 332 358 38@90 330 310 309 291
nt (averages
yearly)
Yearly 15.0 57.7 5.1 -6.0 -3.2 -0.8 8.3 6.5 3.6 11)8 11.%6.1 2.6 -154| -6.1 -0.3 -5.8
changes%
Indexes, 100 1150 1814 190.4 1793 173|6 1732.1 18p.4 198.6 .7205230.0| 255.7| 2714 2786 2357 2214 2207 2(7.9
1990=100
Indexes, 100 106.5| 110.3( 1234 137p 145|6 1494 12p.4 118.8 41181115
1996=100
Unemployme | 8 9.1 13.2 13.2 14.8 14.5 14.5 16.4 17/5 172 20.22.6 23.1 223 19.2 18.0 17.4 16.
nt rate —
registered




Labour force surveys****

Employment 1540 | 1593 | 1544| 1494 1558 1469 1528 1587 1863 157300

Yearly 3.4 3.1 35| 41 57| 40 0.6 1.7 0.6 0.

changes%

Indexes, 103.0

1996=100 100 | 103.4| 100.3| 96.9| 1008 954 992 998 1005 102.1

Unemployme

nt 170 175 199 234 | 298 277 266 254 25 220199

Yearly 2.9 13.7 176 274 76 -41 -39 248 9fi-151

changes%

Indexes, X L 117.1

1996=100 100 1029 117.1| 137.6 175[3 1649 1565 150.6 147184.7

Et”;':"ep'oyme 100 | 99 | 114 | 136| 161] 1594 148 14B 138 1272
Unemployment: registered vs. LFS

Registered/LF 92

S gap in 000 91 103 | 89 88 60 103 124 74 60 80

Registered/LF 55

S un. Rate 6.4 7.6 5.8 7.2 6.5 7.2 75 4.9 4.2 5.2

gap

Source<£BS: Statistical Report 13Q72007;Labour Force Survey$996-2006; EBRD database
Notes *all employed except on independent (family) faramd police and army; since 1998 defence andeploize been included (up to 2003 by estimation)n&tudes those with work contract irrespective of

ownership, the kind of employment and number ofkivay hours; *** Until 1991 only employees were lnded; with 1991 self-employed owners were inclutbeg ** **1 * half/ 2d half averages
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2.2.3 Unemployment problem

The 1990s brought dramatic rise in unemploymentitput ‘shock’ was strong and durable (see Table
2.5 above): besides war, failures of privatisatoid restructuring greatly contributed to that. Méinys failed
as non-viable or mismanaged. Numerous were empgogetions to defend their legitimate stakes (Riewié
and Sisek 2001). Unemployment peaked in 2002 wléntt3ousands were registered (year average, CE} dat
with unemployment rates coming to 22-23% in the@®Q002 period, with LFS rates reaching 17.0% in@®00
and 16.3% in 2001 (CBS LFS, 2d half). From 20012200, with stronger economic growth, registered laiRg
unemployment rates decreased to 17.9% (registened)12.3% (LFS 2d) in 2005; 16.6% (registered) and
11.8%/10.5% (¥ 2 half) in 2006 and 10.2% in 2007 (q1 and g2 averadewever, unemploymeiis still high
and it is a major public issudue to (1.) pronounced regional differences and2tdp some of its structural
characteristics. Croatia shares in typical feat@fesnemployment found in most transition countrigteadily
increasing share of long-term unemployment in tat@mployment; women being more strongly affectegh
youth unemployment; major and persisting regiongparities; very high unemployment levels amongigth
minorities and other socially disadvantaged gro@ygiovic 2006, 16)

Regional differences are significant and persistings typical for most postsocialist countries, ther
has been a differentiation between, typically feapnomically dynamic regions with stronger job ticraand
those falling back and remaining depressed fordopgriods of time. (Vidovic 2006, 22) In Croathast typical
pattern was dramatically influenced by the war &mdhan and economic losses and dislocations it itoug
about, where impact of the war-related shocks wgmnally very uneven — in some regions develomedideen
‘a path of their own’ leading to ‘persistence offtniunemployment’ in them (Bo&2007, 31) While most of 21
Croatian counties have above the average unemplayrates by the end of 2005 there were 13 — rangorg
18.3 to 32.1%, there are important exceptions:t@ityy of Zagreb (7.8%), and Istarska county (8.0%)e rest
were 6 counties with 13.4 to 16.8% unemploymerdgs.aParticularly high are rates in war-affectechan@CES,
AB 2005;0n Dec. 31 2005). Figure below shows unchangedrgkepiture one year latter, i.e. unemployment
rates by counties on December 31 2006.

High regional unemployment is, adds Vidovic, codplgth low activity rates due to a high number of
persons exiting from the labour market (Vidovic 80@2). Important is to note that county-level daide true
regional dynamics — formed on administrative/pcéiticriteria they often hide important intra-coudifferences
(for example, between vibrant areas, or recoveargns on the Adriatic coast and continental areasnd).
Designing true territorial unemployment map migbtriecessary if effective regional policies willfo@ssible.

Figure 2.1: Unemployment rates by counties, registed, on December 31 of 2006

Stope nezaposlenosti po zupanijama 31. prosinca 2006.
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Even if LFS sample is not designed to produce re&itevel analyses, very recently B6t(2007) produced
analyses of county-level LM differences using 2@005 LFS data. Even if not conclusive, her analysis
illuminating and invites for further research. Aggitt have been expected, some variables were fouptay
important role in accounting for these differences:

(i.) differences concerning education of the labourdare pronounced — particularly counties ‘laggiegibd
in the number of schooling years are those in wiaigticulture is still relatively important’; on thather
hand (typical) increase in service sector employmainthe county level, ‘was generally not suffiti¢o
offset a decrease in employment in industry andcaljure’ — important role in this, besides inadatgu
demand, is played by skills mismatches (see @t2@4 and 200%. Importantly, the two counties with the
highest educational attainment ‘have the highestesbhf employment in services’ (Bati2007, 35-36);

(ii.) differences between counties concerning ratio efthge unemployed is willing to accept and couetsel
average wage (ranging between about 130% and 87k @fverage): point to possible (mis)perceptiams o
the local LM conditions, but also to the fact thaservation wage might seriously be affected by
opportunities and engagement in unofficial econqiimg two regions with highest percentage are high
unemployment regions with high presence of agnicalt; further research in this respect would beyver
much needed;

(ii.) generally high, but differing are, shares of thagéiéing to accept jobs only in the county of reside point
to very low geographical mobility of the labour der (in one county only it is below 60% and in two
counties only it is below 70%, but in four — ab@@%). However, the evidence of impact of high stadre
home-ownership (making mobility costly; additiorrrier might be pronounced price differentialgtie
real-estate markets — v.f.) on this was not fouadctusive (Botd 2007, 39) If to this picture data on
greater volatility of females’ activity rates aréded (‘in cases when the unemployment rate in thety is
high, they tend to withdraw from the labour marketibid., 46) — then important conclusion follows:
similarly to other European countries LM adjustnseate primarily based on participation rates’ clesng
Taking into account, (a.) findings on participati@ies being related to educational attaindleand (b.)
findings on skills mismatches — an issue of vertigability through life long learning, and re-aaiion/ re-
employment through (re)training follows as part&ly important. (Botd 2007)

Very high is share of long-term unemployed@heir share in active population is much highemtin EU
(higher is in Slovakia and Poland only): in the 206 period in Croatia they were: 8.9; 8.4; 7.3 and
6.7(for females: 10.7; 9.5; 8.9; 8.4 and 7.7) (BtabLFS; CBS LFS)Based on administrative dataTU’s
share in total unemployment increadeaim 34.3% in 1990 to stay above 50% thereafter5%0in 1992, 51.3%
in and 50.4% in 1998, to increase to 59.2% in 2002004 it was 55.6%, in 2005 - 58.0% , 56.5%Hxy end
of 2006 and 58.6% by the end of 2007 and .(CESiadd end year)

As Table 2.6 illustrates welfeminisation of unemploymeand particularly of long-term unemployment
clearly set in, very much returning respective shan 1990 levelsNomen’s long-term unemploymeanakes
58.2% of total women unemployment by the end of62@0d 60.1% by the end of 2007; for men it is 53/8%
56.1%. Women'’s share in total long term unemployimeas 62.5% in 2006 and 63.2% by the end of 206d (a
in total unemployment 60.8% / 61.6%); respectivareh for men were 37.5% / 36.8% and 39.2% / 38.4%.
Importantly, however, in 1990 women'’s share in ltafaBU was 61.9% but LTU made 38.8% of total women
unemployment (and 28.9% for men).

Very long unemployment’s share is increasing a$:\well 990 it was 10.6% to increase to 27.8% in 1994
during the war period, to decrease to 20% by 198Biacrease thereafter: in 2000 20.1% were unenspl@
years, in 2004 - 30.5%, and by end of 2006 — 33.&A6, of 2007 -36.4%! Clearly, significant groups of
unemployed stand little chances to get any employm@eall in spite of economic growth in 2000s! L&&a for
2004 and 2005, while giving slightly lower valuesnfirm that: in 2d half of 2004 share of unemplbyenger
than 12 months was 49.8%; in 2005 - 54.6%; in 20@8.3% (1) and 62.4% (2d half) (for longer than two
years they were 38.2 in 2004, 39.2% in 2005 an8%5n the 1 and 46.9% in the 2d half of 2006); at least for
some of them, working informally is necessarily ajon coping strategy.

Among the long —term unemployed prewsitkilled, semi-skilled, those with basic schoad éhree years
secondary school: they made 72.4% of the totaDBbZand 71.8% in 2006. (CES AB)

° Obadé, using matching function, found in a number ofmiies an excess supply, an excess demand or baplyifig regional mismatch).
She found strong impact of war on new employmetiicgon as well. (Obadi2004, 549 and 553)

10 Botri¢ refers to Balti, Matkovic and So&i (2007). In their paper they find the lowest péptidion rates for those with primary education
or less (26.4% in 2005); the highest are for the#é tertiary education (71.5%). Unemployment ra&es the highest for those with
secondary education (15% in 2005), but the lowastihfose with tertiary education (6.3%). (accordiagotric 2007, 38)
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Table 2.6: Long term unemployment shares and totalaccording to unemployment’s duration, by gender (o December 31)
1990 1992 1994 1996 1998 2000 2002 2004 2006 2007
all m f all m f all m f all m f all m f all m f all m f all m f all m f all m f
Less 65.7| 71.1| 61.2 40.5 41.6| 39.6| 46.2| 51.3| 41.5| 48.7| 51.0| 46.3| 49.6 | 51.4 | 48.0| 46.5| 50.0 | 45.3 43.3| 38.9| 445 | 479 | 42.0| 435| 46.1 | 41.8| 41.4 439 39
than 40.9
12
months
More 34.3| 28.9| 38.8 59.5584| 60.4| 53.8| 48.7 | 58.5| 51.3| 49.0 | 53.7| 50.4 | 48.6 | 52.0| 52.4 | 50.0 | 54.7| 59.2 | 56.7 | 61.1| 55.6 | 52.1 | 58.0| 56.5| 53.9 | 58.2| 58.6| 56.1 60.
than
12
1-2 16.6 | 148/ 180 31.0 335 289 162 150 17.3 18301 17.6| 20.00 204 19.y 202 204 20.20.7| 20.7| 20.7| 154 142 16.p 13|83 133 142 138 1322
years
2-3 7.2 5.7 8.4 16.9 155 18)2 9.8 82 11.3 979 996 104 103 105 114 10{4 11.82.0]| 134 | 125 97 9.2 10. 9.2 8.6 9.7 8.4 719 8.
3+ 106 | 8.3 125/ 115 94 133 27|8 255 298 23&.1| 26.5| 20.0 179 21B 21]1 192 26.5| 247| 27.9| 305 287 318 335 320 344 3p4 3503
100 | 100 | 100| 100{ 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100| 100{ 100

LONG TERM UNEMPLOYMENT BY GENDER, share in %

| 100 [ 38.1] 61.9] 100 | 45.1] 54.9] 100 | 43.1] 56.9] 100 | 47.6 | 52.4] 100 | 45.8] 54.2] 100 | 44.8] 55.2] 100 [ 41.9] 58.1] 100 [ 39.2 ] 60.8] 100 | 37.5] 62.5] 100] 36.4 63.

TOTAL UNEMPLOYMENT BY GENDER, share in %

| 100 | 45.1] 54.9] 100 | 46.0] 54.0] 100 | 47.6 | 52.4] 100 | 49.8] 50.2] 100 | 47.5] 52.5] 100 | 47.0| 53.0] 100 | 43.7] 56.3] 100 | 41.8] 58.2] 100 | 39.2| 60.8] 100] 384 61.

TOTAL UNEMPLOYMENT BY GENDER 1992-2007, registered data on Dec. 31, in 000

[195 188 [ 107261 [ 120 | 141 [ 248 [ 118 | 130 269 [ 134 | 135303 [ 144 | 159 [ 379 [ 178 [ 201 [ 366 | 160 | 206 | 318 | 133 | 185[ 293 [ 115 | 178 | 254] 98 | 157

TOTAL LONG-TERM UNEMPLOYMENT BY GENDER, registered data on Dec. 31, in 000

[ 67 |25 [ 42 [155 |75 [ 85 [133[57 [ 76 [138 |66 [ 72 [153 ] 70 [ 83 [199 [89 [ 110[217 [91 [ 126[176 [ 69 [ 107 [ 166 [ 62 | 104| 149] 55| 94

Source: Croatian Employment Service database (on.haw.h)



LTU is the most serious problem of labour markatettspmentand avenue to unemployability and social
exclusion. In the longitudinal survey carried twice on a sample of unemployed persons (2003 a0d)2—
found was significant difference between those wbhbemployment and those who didn't in terms céudicial
deprivation and social isolation. These findingsdicate that unemployment in Croatia impoverished a
socially isolates affected people’. Social exclasiisks are highest for those with ‘the least pexsp for
(re)employment’, i.e. those ‘who were older thanéSs educated, impoverished, long-term unemplagedell
as those with impaired physical or mental healthcofnbination of these characteristics practicaligcpudes
finding employment in Croatia and predisposes iiials for the position of socially excluded’ (Skeret al.
2005). UNDP report argues for ‘facilitating actiiat through more flexible forms of employment’. (DR
2006b, 71 and 46)

Increasing is share aflder workerscaught between low chances of re-employment (whemployed) and
high risks of very low future pensions (when ermgddyAmong registered unemployed those aged 40+ made
24.8% in 1996, 32.7% in 2000, 43.8% in 2004, 46i0%8005, 47.1 in 2006 and 50.1% in 2007; and fof 50
increase is from 7.4% in 1996, to 11.4% in 200@A in 2004, to 22.8% in 2005,to 24.8% in 200%] 28.0%
in 2007 (CES database, data on Dec. Fl¢mployedin firms aiming at job cuts older workers areeoftfirst
targeted; and agenda of restructuring is still nisfied, including public sectors. If lucky enoughget good
severance payment in exchange for earlier retiréntie@y are still vulnerable teery low pensionsmany fear
poverty and decline such offers by managemermiamely, average pension replacement rate has been
decreasing and many are exposed to very low pemngioare in Section 4.4) unemployedolder workers stand
small chances of getting new job. There is a lo¢dtlence that employers prefer younger employkes ot
very young!), taking those 40+ (for females evess)eas ‘too old’ Yjesnik, 5.11.2005)This was confirmed in
(non-representative though) on-line survey by Msegn(MP 2006) where among 1134 surveyed 56% report
that job adds often put age limit; 66% think thege was detrimental to their employment (31% fandpéoo
young, 34% for being too old); even 71% of thosanger than 25 think that their age was a reasondbbeing
employed but 83% among those 40+; among those @&t 4% reported to be told that they are ‘too;cld%
find their current employer as age-discriminatothwiloor being on 21.8 (21.6 for females) and ogjlon 35.9
(females) and 39.3 (males). Recent representatineyg on sample of unemployed women confirms tlgat a
discrimination dominates over the gender one: e6@i7% encountered (once, more than once, very often
employment ads in which age was mentioned as oweraditions to get job. (Gdliand Nikodem, 2007) Such
perceptions are certainly discouraging older warkeractively looking for jobs and/or engaging (rahing.

High are, though decreasing (from the record lewathieved in 2000-2001 - above 40%) unemployment
rates ofyoung (33.8 in 2004 and 29.0% in 2006, CBS LES]Table 2.6 below).ong-term unemploymest
share in total young people unemployment in 2005 %4@9%, much higher than the EU 25 average (29.8%,
Eurostat LFS) exposing young to poverty, sociallgsion and unofficial activities. (Mudri2006) As Vidovic
argues, ‘the main reason for the high unemployriraidence of young people in most NMS but also indfia
are lacking work experience and widespread skimaitches’ (Vidovic 2006, 19) This is particularye for
those with lower education and/or educational pesfivhere surpluses existducational and (re)training
systems’ refornis one of prerequisites for improving this grouptssition, to which | turn in section 3.3.7 and
Chapter 6, as is an active policy interventionriden to encourage inexperienced workers’ employment

High unemployment ofninorities and/or disadvantaged groupis often coupled with discriminatory
treatment(Roma, Serbs, handicapped personsWymentoo are often facing, besides generally unfavderab
position on the LM, discrimination as well. To teegroups | turn in section 2.2.5 (but also in ect3.2.5,
concerning pay, and in section 3.3.8.1, concerhargssment).

2.2.4 Employment problem

Decreasing unemployment during 2000-2006 has neh teccompanied with as strong increase in
employment. As Table 2.5 shows considerably hidlaee been yearly rates of unemployment decreaseatha
employment increase (in the 2002-2006 period, LE®)d Job creation rate is considered as compeahatiow.
(Rutkowski and Scarpetta 2005) TWorld Bankdocuments often point to detrimental effects oblabmarkets’
rigidities, particularly concerning temporary empgieent and collective dismissals (e.g. World Bank30
Influential has been Rutkowski’'s argument thatrirgfent employment protection regulations and Highg

™ In recent years a number of highly publicised licisf were registered in firms aiming at restruittgr in spite of the fact that older
employees were offered comparatively high severaagenents.

12 Their share in total unemployment is also high,deereasing too (from 34.1% in 1995 to 27.3 in1288d 20.7 in 2004 and 20.2 in 2005
(based on CES registered unemployment data, CB¥3; 20 LFS data their share in total unemploymenhigher; in 2004 - 28%, with
small increase in 2005: 28.4%(fhalf) and 30.2 (2d) (LFS data).



costs ....contribute to and account for the obsemvef@vourable labour market outcomes, such as Idw jo
creation and hiring, long duration of unemploymsptlls, and the concentration of unemployment among
disadvantaged worker groups....... strict employmentgutmn legislation in Croatia is a key constraintjob
creation and hiring’ (Rutkowski 2003, 45 and 56)

Following the WB advice, 2003 changes to the Laloaw reduced EPL index from 3.58 to 2.76 (first
proposal was 2.25 but it was rejected due to uhiopgosition; Matkowi and Biondé 2003), close to EU-15
average (2.4 in 2003) but still higher than OECID)2and slightly higher than CSEE average (2.4z¢ and
Nesporova 2007). Behind this are still some residc clauses on temporary employment coupled with
liberalisation of temporary agency work (due tostluverall index for temporary employment decreased
considerably), but quite liberal clauses on coiecdismissals — increasing definition for collgetidismissal
from 5 to 20 (Matkovic and Biondic 2003); thus rethg employers’ separation costs (ILO 2006)

However, even in recent years with stronger econggndwth and liberalisation of EPL, employment
growth has remained very modest and ‘job creatam.h not been adequate to cater for the labqaplgu.new
entrants to the register over a three year peiied Z003-2005) substantially outstrip the emplofehn the
register' (Crnkovi-Pozat 2006b). Various sources of administrative dateemployment (as warns Crnkavi
Pozaé 2007, 95-97) consistently give lower numbers oplayed than LFS data; even when individual farmers
are included (e.g. establishment sources underagtiemployment but overestimate job losses; inserdased
data are nor perfect either). However, as TableaBdve shows, both sets of data (administrativeL&®) show
low rates of employment growffor LFS even slower in last couple of years), mbelow GDP growth, but
with a hopeful increase in 2006 for establishmeatiad mostly reflecting strengthening and dynamitshe
business sector. This is why decrease in unemplolymdess to be attributed to (re)employment botarto
exit to inactivity and/or informal econom§Crnkovic-Pozaé shows that both between 1999 and 2002 and
between 2002 and 2005 low is level of flows fronemployment to employment, many employed withdraw
from the labour force (into inactivity). (Crnk@vPozat 2005, 24; and 2006a)

Yet, 2006 brought some good news: while in the 200 period average rate of employment growth was
1.5% - in 2006 (after meagre 1.2% in 2005) it wa®@ Major contribution to this was by legal entitiesq®@ in
2005 and 4.2% in 2006). However, LFS data everdb6jive 0.8% only for the totaDn the other hand, skills
mismatchegsee Obadi2004 and 2006; Botri2007) andshortagesare being increasingly felt due to economic
growth of recent years, particularly where restutiog and new investments have generated skillsadem
which is unmatched by the current or middle termpdy (Crnkovi-Pozag, 2006a) Many firms complain about
chronic lack of skilled workers in a number of opations, forcing some to import skilled workersnfrabroad:
this certainly points to failures in educationatiaraining systems but probably to changing vatoes It seems
that many traditional occupations are falling ivlesteem even when there is great demand for theenqases
on construction and tourism in Fraevic 2007a, and shipyards in Fréewvic 2007b) Recently, it was reported
that even retail sector is increasingly feelingtiwstrong entry of retail chains) difficulties itnding new
employees.

Indicative is recenincrease in numbers of work permi¢sued or to be issued foreign workersBy the
Government’s decision, in 2008 - 8397 work permitt be issued, almost double than in 2007 (4618yst
permits go to construction (3630), shipbuilding @Q), tourism (240), transportation (118) and mactufidng
(106). Interestingly, new sectors are manufactuengd informatics. While unions didn’t support tifegg ESC
meeting), director of employers’ association (CE&gs this as an urgent provisional measure whiek dot
solve real lack of labour force available to fir(Wesnik 9.1.2008.; www.index.hr on 31.12.2007) And media
recently report on plans by large private firm toltb apartments for attracting workers thus dedregbarrier to
planned expansion in the Sibenik area (belongingptmties with highest registered unemployme8tdtfodna
Dalmacija, 30.1.20088)

Sosk, however, questions Rutkowski’s findings on CraaVhile widely influential on policy debates,
and embraced by employers’ representatives, bui riila@ral economists too, they offer somewhat naiglag
picture: even before the labour market reforms @3 there was a ‘fair degree of dynamics in theaGan
labour market’ (So&i2007, 218) coupled with a ‘high degree of segntinia... While state owned enterprises

13 Between 1999 and 2002 low is level of flows fromemployment to employment, many employed withdrenfthe labour force (into
inactivity). (Crnkovt-Pozaé 2005, 24) These trends continued in the 2002-208%0d too (Crnkowd-Pozaé 2006a). Only in summer
months, due to seasonal employment growth, numbirose entering register as unemployed is belote é&som register to employment.
(Crnkovié Pozat 2007, 97) The 2001 Job Placement and Unemployinentance Act also influenced stronger exits fréma tegister,

introducing stricter criteria for staying registére@ith CES, e.g. concerning active job search, alithe maximum earnings etc. (Crnkovi
Pozaé 2007, 97)
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as well as privatized enterprises, still accountimga major portion of overall employment, rematagnant
throughout the period (1994 — 2004, v.f.), the nervate sector was exceptionally dynamic. Part haf t
difference (he argues) could probably be attribtiteithe fact that small enterprises ...were tread@ddrably by
the ...law with less cumbersome legal firing procedurwhich facilitated job reallocation intbe novo
enterprisesDe novoenterprises also did not to have to bear disptapuate costs of separation for workers with
long tenures that burdened state owned and pragatnterprises’. These findings, ‘confirming a ¢desable
degree of overall flexibility as well as exceptibdgnamics among some enterprises simultaneous anitigh
EPL level, are not unique to Croatia’ (S0%007, 211). While ‘labour market flexibility is nfned to
employees in new private sector, mostly in smadl amedium sized enterprises...’ the (2003) EPL refalue to
being ‘the most pronounced in the area of regulatigoverning temporary contracts...may stress thétylod
labour market even more’ (S62007, 218). Concerns on dualisation/segmentatic@roatian labour market
were expressed by others too, e.géiRat al. 2005, CrnkoviPozaé 2005 and 2007, Frafavic 2007c, Vidovic
2006.

Arguably, employment deficit has been influenceddificits ofentrepreneurshipand barriers it faces —
from demographic, social, and cultural to policydanstitutional ones. (Franicevic 2005) ResearchGigM
project showed Croatia to be very low in terms nfr@preneurship activity (Singer et al., 2003). Whatter
research points to significant increase, still gyedominates ‘necessity entrepreneurship’ (Singteal. 2006):
self-employment is still major coping strategy. Hower, LFS data analyses on self-employed businesers
raises some suspicions about this (see Sectiod délow). Private sector density and share of SMEs
employment are below OECD countries and CEE ecoe®rfWorld Bank, 2003, 131); average annual gross
rate of new firm formation remains rather low -%.in the 1999-2004 period(¢kovi¢ and Bartlett, 2006).

Job creation byDI in Croatia, argues Vidovic, particularly in the mudacturing sector, is less dynamic
than in NMS due to low share of greenfield invesitee The employment share in manufacturing foreign
investment enterprises (FIEs) was only 6% of totahufacturing employment in 1998 ; that share iased to
12% in 2003 and 19% in 2004 still far below theeleof front-running NMS. (Vidovic 2006, 15-16 aB@a)

Restructuringhas been limited and faced with social and paliti@rriers leading to costly delays (e.g. in
shipyards, see Franicevic 2007b). Pressures thefurestructuring and privatisation (public seaad sectors
with state ownership) are strong (EC 2005a; WorailB8B2007b) — exposing many employees to risk ofigsb.
Job creation capacity’s enhancement, as well asasig capacities for workers and job relocatigmertainly
asking for more than labour market reforms: seasshiuctural policies and institutional reforms erquired.

Undoubtedly, while favourable economic trends (dsticeand international) have been improving many
LM indicators, the long-term, i.e. structural prefvs, as well as institutional deficits, are everrenopenly
coming to the forefront, and their solution wilcheasingly dominate national policy debate andcyathaking.
To this | return in Ch 6 again. Yet, for some greum spite of improvements, vulnerability to infer LM
position has remained high. To them I turn now.

2.2.5 Minorities, handicapped and women — particuldy vulnerable to LM discrimination

There are someninority groupswhose members are exposed to high risks of unegmmaot, low
chance of getting employed and often discouragdtks@ are Roma and Serb (returnees particularly), bu
handicapped persons too. Even if with the adopifathe Constitutional Law on National Minoritiescarelated
activities, the position of minorities has continued to improve Serbs and Roma continue to face
discriminationand the need to improve their situation especiaiti respect to job opportunities ... is an urgent
priority’. (EC 2005b, similarly in EC 2005a) Systatic data is lacking but there is plenty of eviderand
reports in press. Also international institutiorsivee in Croatia point to Roma’s and Serbs’ positand their
exclusion from socio-economic life. (ILO 2006) Thesvo minority groups share the highest risk ofiaoc
exclusion (UNDP, 2006a). Further-on, persons witlectal needs (due to various handicaps) are heavily
marginalised, while women tend to be faced withdgerstereotypisation and discriminatory treatment.

2.2.5.1 Serbs

For persons of Serbian nationality, particularlyficiilt is situation in those war-affected areasiakh
experienced high destruction and major migratiofvhile little is known about discriminatory treatnteof
Serbs in general, more is available on areas afiapeoncern (carefully watched not only by NGO$ by IOs
too). Returnees to these areas, in some therejo m@sence of Serbian minority, are facing lovartes of
getting the job, discrimination, but high dependenn assistance too.
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Serbs’, in areas of return, reintegration into labmarket is hampered by lack of business oppdiaisi
unresolved property issues, discrimination andugion (OSCE 2004). According to UNDP report, o6l
65% of registered returns may be considered asisable (UNDP 2006a). The 2006 Human Rights Watch
report on reintegration of Serb returnees’ poiattheir discriminatory treatment in obtaining peldector/firms
jobs — e.g. in local administration, judiciary apdblic services/enterprises.(also ECRI 2005, 19% T$hso in
spite of the Law on Civil Service, Law on Local aRg&gional Self-Government and Law on Courts being
adopted/amended in lines with the Constitutionalvlen National Minorities in order to ensure propmral
representation. In areas of return, where emploympportunities are scarce it is a combination atfanalistic
resentment (against Serbs) and systemic advantage @ Croat war veterans that makes changes sl@amd
public sector/services/firms employment very havdget for Serbs. On the good side, the report pdimta
number of cases of non-discriminatory behavioysrofate Croat entrepreneurs employing Serbs.

Coming toenforcement of rights to proportional (re)preseidatin areas of special concern, dramatic are
differences between eastern Slavonia — 30.8% v&%@were due to Erdut agreement of 1995 peaceful
reintegration has started early and under monitooeditions) and other four regions (Banija-Korddh2% vs.
2.9%; Lika 22.2% vs. 4.2%; Dalmatia 13.3% vs. 4&3d western Slavonia — 13.7% vs. 0%) where Sehares
in public employment is dramatically below theiragh in population (for all five regions it is 22.4
population vs. 9.2% in public employment) Therehewever, some differentiation inside regions (@&jen
2006, 17) — local situation may be greatly affedgdcomposition of the local government (are Seabtips
ruling/participating or not, who is controlling mrimation on vacancies - HRW 2006; also see Erc8§Y0

Covalidation issugemore precisely great barriers Serbs experienoeeraing recognition of their rights
based on employment during the war is still thean@yoblem (as stated recently by Serb politicakr on
www.sdss.hr). The US Department of State reportshoman rights in Croatia repeatedly stress that ‘th
government did not take steps to recognize or ‘idate” legal and administrative documents issugeities
not under Croatian control from the period of tf91-95 conflict. Without such recognition, citize@most
exclusively ethnic Serbs) remained unable to resavwide range of problems in accessing pensiods an
disability insurance, establishing work experierangg other areas.’ (USDOS 2006, 9; almost the saonding
in USDOS 2005, 16§

In Miki¢ (2005) 93% of working-age surveyed Serbs at fawsalities (n=123) believe that there is
employment discrimination against Serbs. Most amsuyeyed if employed, including family memberse ar
employed with private employers or NGOs and in@gtiire — only 8% work in public sector and evesslare
self-employed (6%). While 58% believe that self-émgment might be a solution, they cite barriersifiaing
return of business space and agricultural landhéir foroperty) — importantly there is no specifavgrnment’s
policy focused on assisting returnees’ self-emplegtnand, unfortunately, too little is known on ISeationals’
self-employment and entrepreneurship. In Gjenef®§2 one of main conclusions of the research it ttta
state should devise and implement a model of ntiestiemployment that would be focused on employtmen
opportunities out of (already hypertrophied) puldactor — in this programs for employment of Crerativar
veterans may provide a good example (Gjenero 2Z2®24)

2.2.5.2 Roma

Roma represent the most marginalised and vulnerathieic group — while 2001 census puts Roma
population at 9463 estimates from a Council of perare much higher: 30000-50000 (UNDP 2006b, 23 and
49). Low educational attainment (due to low enraitmi@ primary education and/or early dropping-oatyd
lack of competitive professional skills, ‘lead tdfidulties in entering the world of labour and maintaining
employment’. (UNDP 2006b, 49) Widespread stereatyp®m Roma, coupled with discrimination and
segregation — result with very high unemploymenty Iformal employment but high participation in the
informal one. The 2001 survey among a sample of d&fple in Zagreb region showed that only 1 hadlla f
time job, 19% did some work at home, and 16% weasionally involved in the gathering of secondawy
material (UNDP 2006b, 49) Result is high povertynest live below poverty line — and dependence aiaso
welfare. Roma make 13.5% of all recipients of ttestibasic forms of social welfare against theid@2official
share in population (ibid., 50). Particularly prégas is position of Roma children; it is estimatbat out of
those who attend the school two thirds leave thedacin the third or fourth grade. Children areedowith
numerous barriers including open discriminationd@ly publicised was the case in the difeurje region) —

4 Erceg (2005, 17) points also to another, stillesoived, issue which concerns rights of 4000 ofréBo’ firm workers who were
dismissed in December 1991 because of their Sertsiionality. In 2001 they filed a case with thefitipal Court in Vukovar asking for
severance pay and recognition of their years ofcer
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UNDP reports points to ‘a failure to implement aie® of various compensatory measures aimed atiagsu
equal opportunities, such as a preschool educaRema assistants in primary school classes, amaste
school day, work on tackling prejudice, and measudesigned to promote integration...’ (ibid., 51) Hwer it
seems that such a need has recently been recodnigsbd Government and some efforts in that dioechiave
been recorded (ULJP 2007)

KuSan and Zoon (2004) report on Roma employmeningés80-40 thousands live in Croatia; 21.4%
receive social benefits) offers stark picture ofremely low employment, discrimination and sterpety.
Unemployment among Roma is high as is participatioanofficial activities (quoted was 2002 reseawndtich
showed that 89% Roma households don’'t have a memtibr permanent income; 57.3% are registered
unemployed, and further 18.1% discouraged). Thertgmoduced critical reactions from the governmast
undermining efforts and results achieved througblémentation of the 2003 National Program for Roma.
Recently, highly publicised were actions in somedlia’s towns to employ and/or train groups of Roita4
persons were employed (ULJP 2007). However, itdsiitted that this is a short-run but not the long-r
solution to employment problems of Roma (ULJP 200/Hile such highly publicised cases are important f
their symbolic meaning, much more will be needed d$abstantial improvement; particularly concerning
employability of younger through education and iy were some efforts are also recently regist&ted
Importantly, it seems that some Roma communities @iganisations are becoming more vocal and showing
more initiative to ‘develop informal and innovatieglucational practices’ (UNDP 2006, 52) as wellea&srt
more pressure on the state along the path and us\pgiven by National Program for Roma (and the
Government’s Action Plan) as well as by the intdomal 2005 initiative Decade of Roma Inclusion 3€8D15
in which Croatia participates as well.

In 2007 elections, Roma representative was eldotéite Parliament, giving Roma voice for the fiiste
— is it a reason for optimism, as is entering @f $erb political party in the most recent governnosalition —
remains to be seen.

2.2.5.3 Persons with special needs

UNDP Croatia reports (2006a and b) provide seritissussion on the most vulnerable and hardest to
get employed group in the society: these are peojiteintellectual and physical disabilities. Whileere is no
data on their number, Ministry of Health and So¥i#lfare (MHSC) data give an indication: On Decentie
2004 — 78681 persons were ‘treated’ by centresdoral work.(UNDP 2006a, 60); 5800 people with Hibty
are registered with employment bureau; many rébioeyoung, receive social assistance and remaiardkent
on the family support (UNDP 2006a, 68) While thare those who are hardly employable, many are -atsut
not employed and stand little or no chances to esegive a paid job. In spite of declaration (anstegnment’s
programs), for most of them finding a paid joblsse to impossible, or very hard indeed. And atyuaking a
job may be too risky because it involves tradinghwene’s security in terms of diminished rightssmcial
assistance.

For example, children with special needs, but wdtiough (established) intellectual capacity are
typically provided vocational training, but veryter for ‘outdated professions’ with no demand fdratsoever.
Often, after years of being registered with emplegibureau and receiving a compensation of some 280
HRK'®, their parents resign and open proceedings fallieg their working ability in order to make suifeat
they will (as ‘unfit’ to work) inherit their pareist pension and start receiving disability compeiesabf 1000
HRK. (UNDP 2006a, 63)This built-in-the-system trazf€between inclusion and security is even leadimany
parents to pull their children out of the schodltjbefore graduation (which is per se a proof a'®mbility).
The author of this report may illustrate this bg biose relative case who has been registeredemiffloyment
bureau for more than 14 years without receiving afiigr for the job, and whose parents decided ke his
working and, partially, legal capacity in orderingrease his future security. While they see thes full defeat,
they don’t see any alternative.

Many, instead of working, end in day centres fdratglitation and occupational activities — whicle ar
part of social welfare system and make persongditig them a client instead of an employee. Litieo effort
is made to transform these centres into placesendtezltered employment will be possible and codjoeravith

% There are other disadvantaged groups, which amdytd the space limit didn't receive proper attentparticularly these are handicapped
persons and war veterans where, in spite of destigavlices, numerous problems remain; much less,deae for persons with special
needs.

18 1n 2005 average CNB's medium exchange rate wad; @rt in 2006 — 7.33 HRK for 1 EUR.
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businesses established; or innovative solutiorsddoperatives for the employment of people wittaldility (as
one was formed in Pula - UNDP 2006a, 68) introdusedi encouraged.

Problems with this broad and very differentiateduyr are of course much deeper and beyond space

available in this report, and include educatiom&alth and social services systems and their ictierawith
families, worlds of work and local and broader cammities in which such persons live — fighting
discrimination, segregation and exclusion is a majucial challenge. Paradoxically, while the waought
thousands of persons with physical and mentaladiliies (PTSD) it has had two major additional irsa (1.)

it seriously increased public awareness and infledrinstitutional capacities to deal with invohisdues, on the
good side; (2.) it opened avenues towards diff@akfeven — discriminatory) treatment of handicappeople
rights due to the sourgandependently of the seriousness of the handisaff. Finally (3.) increased NGOs
activities may open more space for consultation @aperation between clients and providers of taapped
people needs; in a more decentralised and inclysiliey setting it is more likely that serious inopements
will be made possible.

2.2.5.4 Women

Women are not only more vulnerable to long-termnopleyment than men as shown above in section
2.2.3, to low pay and wage discrimination (seeigr®.2.5.1), to harassment on the job (see se8ti®:3.1) but
in their efforts to get (re)employment they ard &icing barriers of discrimination, stereotypisatand cultural
prejudices. Very recently a survey commissionedhsy Government’s Office for gender equality, hightied
some typical discriminatory behaviours unemploy@dingn are facing in Croatia. The research repoti {@ad
Nikodem 2007) based on representative sample (nEML7% aged 17-35; 48.3% aged 36-54 and 7.0% aged
55-65; 63.2% unemployed more than one year; 38.18terthan five years) of women registered at CES
provides some important findings:

48.4% encountered (once, more than once, very )oftanployment ads in which gender was
mentioned as one of conditions to get the job. Hameage discrimination dominates: even 68.7%
encountered (once, more than once, very often)@mmnt ads in which age was mentioned as one of
conditions to get the job. In 47.9% of ads it waisl ghat both genders are eligible, in 36.5% itmias
Once, more than once, almost each time — 62.9% wa&ked on job interviews about their marital
status and number of children (again, contrarh&liabour law). In addition, 37.8% (once, more than
once, almost each time) were asked (young andfdr migher education — more often) about their
family planning, i.e. plans to give birth to child.

While 88.5% have never experienced sexual demauasments/expectations or touching, still 8.9%
(once, more than once, almost each time) had. Onoeg times or often, during the job interviews:
8.5% experienced derogatory comments about thHigence; 24.6% flattering comments on their
look; 4.2% unwanted body touching; 2.8% sexual lotaail; 12.2% rejection due to their gender; and
3.5% abusing/threatening behaviour (verbal, physicasexual) Even, the most difficult offence
against the law — receiving notice as a pregnamhavg was (once, more times) experienced by 5.6%
of surveyed (15.8% from the sample so far havegld lany job; and 10.7% haven’t been pregnant).

In general 65.6% think that women don’t enjoy egstakus to men in the society; 61.4% think that
women don’t enjoy equal possibilities to realiseithights; 62.6% that that women don’t enjoy equal
benefits from their work results; and 65.7% thillatt women don’t enjoy equal possibilities in
employment; on the other hand 82.6% agree that daygamen more easily get employment than
women and 64.0% agree that women are most dis@atednon the labour market.

Concerning theimworking conditions on the previous job, 20.2% declared experiencenydying
annual leave shorter than legal minimum (of 18 Wa¥s6% so far haven't held any job); 38.4%
previously (once, more times) held jobs conditionedacceptance to work overtime above 10 hours a
week (legal maximum); 47.3% were asked (sometimiésn) to work on Sundays and holidays

Gender related comments and other behaviours, n@ingethose previously employed — at their work,
were experienced by (however, significant) minorit$.5% experienced derogatory comments about
their intelligence; 26.1% flattering comments omithlook; 5.9% unwanted body touching; 4.0%
sexual blackmail; 6.6% rejection due to their gendad 5.4% abusing/threatening behaviour (verbal,
physical or sexual)

The authors of the research conclude that bothigixpind implicit gender-related discrimination of

women exists in Croatia with (encouragingly so)irtHaghly being conscious of that discrimination.
Employers’ responsibility is stressed (Gadind Nikodem 2007, 81). While Né&stn his research points to
‘glass-ceiling effect’ and ‘occupational segregatia Croatia affecting women (Ne&t2007), the authors
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call for further research in the areas of occupatisegregation, promotion and pay. (Galhd Nikodem
2007, 81). Not only that data show typical crowdingof women in certain occupations (e.g. CBS
publication ‘Men and Women’ 2007) but women’s saesiounder-representation in politics and higher
management.

On the policy level, two trends coincide: one istreaitionalisation of family roles and values
(particularly influential in population policies) eonsolidating unequal sharing of household burdses
section 3.3.4.2) but, possibly, low activity ratdsvomen too; another is democratisation of gemdkted
policies with strong focus on achieving general gpatticularly — European, standards of equal
opportunities and equal treatment. Not only thdedt to establishment of some government instihstio
policies and strategic documents (in line with ¢ expectations and demands) but this trend iicdyt
encouraged by emergence of very active NGOs (caimger human rights, women rights and
family/children rights — with these groups conttibg to both trends). One is for certain, gendenetision
is increasingly entering policy discourses anddiifigy policy making. However, it would be too opistic
to expect that realities burdened by tradition doedsily be changed by simply establishing offiaad
bringing laws and documents.

Annex: Tables 2.3 and b
Table 2.3a: Working age population by activity 2002006 (£' and 2d half of years), in 000

W. age population Labour force Employed Unemployed Inactive population (15+)

1 2d | 1® 2d 1 2d 1 2d 1
1996* 3042 1711 1540 170 1331 1331
1997+ 3233 1768 1593 175 1464 1464
1998 3257 3312 1732 1753 1538 1540 194 204 1525 1554
1999 3321 3336 1721 1730 1504 1479 217 251 | 1600 1606
2000 3587 3706 1806 1894 1534 1572 273 322 | 1781 1812
2001 3518 3510 1724 1767 1460 1478 264 289 | 1794 1743
2002 3527 3526 1794 1792 1521 1534 273 259 | 1734 173
2003 3565 3571 1791 1793 1538 1536 253 259 | 1774 1778
2004 3595 3584 1836 1789 | 1583 1542| 253 246| 1760 1795
2005 3613 36591802 1802 1566 1580| 236 222| 1811 1857
2006 3631 3646 1755 1815 1548 16p4 206 191| 1876 1831
2(307 3645 1766 1586 180 1879
15**

*Q1 and Q2 average

Table 2.3b: Rates 2000-2006 (2nd half years, baseul LFS)

Activity rate Employment/ population ratio | Unemploy | UR males | UR UR young
ment rates females | (15-24)
m f 15-24 LFS

m f 15-24 m w
1996* 56.2 649 486 50.6 58.7 .543 10.0 9.5 10.5
1997* 54.7 62.7 47.6 49.3 56.9 2.74 9.9 9.5 10.4
1998/2 52.9 60.6 46.3 46.8 54.240.4 11.6 10.7 12.6
1999/2 519 59.3 453 44.3 51.338.2 14.5 13.5 15.7
2000/2 51.159.0 44.2 40.1) 424 496 36.1 228 17.0 15.9 18.7 43.1 421 443
2001/2 50.358.7 43.0 41.9]| 421 503 350 244 16.3 14.4 18.7 417 419 416
2002/2 50.9 58.5 44.1 39.9| 435 507 371 26.1 14.4 13.3 15.8 344 351 336
2003/2 50.2 58.1 43.3 38.4| 430 503 365 247 14.1 13.3 154 358 343 377
2004/2 49.957.2 43.4 385 43.0 504 364 255 13.8 11.9 16.0 33.89.7 39.2
2005/2 49.257.2 42.1 38.2| 432 510 36.2 26.0 12.3 11.0 14.0 32.030.2 344
2006/2 49.8 56.5 43.8 38. 44.551.2 38.6 27.0 10.5 9.3 11.9 29.08.22 30.0
2007F 48.5 56.4 41.4 34.0 435 514365 258 10.2 8.9 11.8 242 21.@7.8
*%

Source: CBSLabour Force Survey@000-2007)
Note: **2007 F' - pure averages between quarters values
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3. TRENDS IN WORKING AND EMPLOYMENT CONDITIONS
3.1 EMPLOYMENT STATUS AND CONTRACTS OF EMPLOYMENT

3.1.1 Permanent contracts dominating, temporary cdmacts on increase...

Firms’ employment policies since 1990s, particylaml the private sector, reflected emerging strectof
opportunities and competition, diversification afsiness strategies and governance structures; egisldtion
and regulation; and, finally, actors’ conflicts,rpaining powers and accommodations. This was tagiage in
the context characterised by ‘tycoonisation’, ‘grism’, ‘wild capitalism’ — with serious degradatioof
workers’ position, numerous abuses of their rights) low credibility of regulations and protectiofhrights.
Increase in unemployment gave employers advantagepromised however with spectacular failures (gjvi
rise to massive layoffs), booming illegal econonmgl @orruption, and, importantly, inability to creatnough
new jobs, in spite of great deal of dynamism infhigate sector and/or SME sector ($d&007), to make up for
the massive loses in employment. In such a contexdns and opposition parties were increasingiytesting
not only the labour market outcomes but the ovemalitical and moral economies of the period, pnéisg the
government with challenges to further privatisatimstructuring and (de)regulation. (Framii¢c 2002)

In spite of being dramatic, changes in some impbrtsgays have been lesser than one might have
expected — which strongly reflects thmte’s dominant position in development of labmgulation, but also
high political risks’ of alienating organised labgleven if weakened and fragmenté&the consequence was a
series of compromises resulting with institutiosadl rigidities in formal contracting, however ofteubstituted
with the informal one and low enforcement of thenfal one (e.g. misuse of fixed contracts). Onateer hand,
with 2000s much greater care has been given toutabtarket regulations and policies, including those
increasing compromised security of employedll this is reflected in a slow flexibilisation &fbour markets:
coupling of permanent contracts with full-time joissstill a dominant model of employment relatidese
Tables 3.1.1 and 3.1.5. below).

Table 3.1.1: Employment contracts by duration, 1992006, in %

1997 1999 2001 2003 2005 2006

Permanent contracts 90,1 914 90,0 887 876 87.1
Fixed-term contracts 7.3 71 8.4 99 111 111
Seasonal contracts 1,2 0,5 0,8 08 09 1.3
Specific assignment or short term contracts 1,4 1,0 0,8 06 04 0.5

Temporary contracts 9.9 86 100 11.3 124 129

Source: CBS.abour Force Surveys; Note:*year average, employeds

While temporary work is on increase, for most itnist their first choice: in the 2002-2006 period
respective shares of those who couldn’t find pemenafob were: 55.5%; 51.1%; 53.8%, 56.2% and 51.8%.
(Eurostat LFS) As might have been expected, teamggobs are much more presamong youngeras Table
3.1.2 below illustrates there is clear divide betwéhose aged 15-24 and those aged 25+ ; shaeenpbtary
contracts strongly decreases with aye.

7 Increase in temporary contracts and in shortedfitlerm contract duration, with numerous abusesrteg, led in 2001 towards enacting
regulations which eased the access to benefifgeimons who predominantly work on fixed-term caetsaThey need to work for 9 months
to claim unemployment benefit. (Previously: 12 niendver a period of 24 months). In addition, by2@énployers have to pay mandatory
health and pension insurance for those workinghamtserm contracts (however, they don’t have eztesinemployment benefits)
(Crnkovic Poza¢ 2005, 9 and 14).

18 Being employed on fixed contract is major bartieobtain bank credit, and be allowed to enter bt on one’s banking account etc.
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Table 3.1.2 : Employment contracts by duration andage, 2004 and 2006 in %

Age group 15-19 20-24 25-50 51+

Year 2004 | 2006/ 2004 2006 2004 2006 2004 2006
Permanent 42,0 | 40,8| 609 62,9 895 86/ 950 944
Fixed-term 42,0 324, 324 30, 809 11{4 39 ap
Seasonal 8,7 159 47 4,9 0,9 14 (0 3 0J6
Specific assignment or short term contraftg,2 11,3 19 1,8 0,6 0,5 0,7 0,9
Temporary total 579 59.2 392 374 10}4 133 50 .7 H

Source:CBS LFS, 2d half

Sectorally, differences are important (see Table33below). As chosen sectors show, temporary
employment is much more presented in hotels anguemts, construction, and trade/retail. Manufiéocg,)
transportation and communication sectors are dioseational average but in the 2004-2006 periodesiod
fixed contracts has considerably increased in etttors. It seems that stronger economic growtlagiffew
years has largely been fed by an increase in tesmpoemployment, even in sectors where permanent
employment was until recently a norm.

Table 3.1.3 : Employment contracts by selected sect, 2004 and 2006 in %

Hotels and Construction Wholesale and | Manufacturing Transports,
restaurants retail communications
2004 2006 2004 200 2004 2006 2004 2006 200¢ 2006

Permanent 74,0 73,3 85p 84[1 81,8 818 89,5 852 89 8 83,1
Fixed term 15,5 12,2 13,2 14,8 16,2 16,7 9.4 13]1 10,1 15,1
Seasonal 9,5 14,3 0,6 0,5 0,8 1,0 0,7 14 0,5 13
Specific assignment or short 1,0 1,2 1,2 0,7 1,2 0,5 0,2 0,7 0,5 0,5
term contracts
Temporary total 26.0 27.7 15p 16/0 18,2 18,2 10,514,8 11,1 16,9

Source: CBS LFS, 2d half

In legal entities only (based on firms’ reportingg. a business sector, by the end of March 2006
86.4%, 2005 - 87.2%, 88.7% in 2002 worked on peanainontracts; 12.8% in 2006, 12.1% in 2005 an8%0
in 2002 were on fixed ones; and 0.8% in 2006, 0i7005 and 0.8% in 2002 were trainees (CBS, SR7130
2006 and SY, 2003; 2007 Yearbook — all data anMafch). If in 2002-2005 there was very little ofactye,
however increased economic activity of 2006 led twonsiderable increase in fixed contracts (sedeTal.3
above). Very importantly, for great majority entoyemployment is througfixed contracts and they tend to be
of shorter duration:

(1.) Increased has ttehare of fixed-term contrac{@rimarily at expense of short-term ones), as &abl
3.1.1 illustrates.

(2.) Increased has thehare of 1-6 monthrom 57.8% in 2001 to 60.3% in 2005 and 63.892006),
leading to increased numbers of those who vaciiateveen temporary jobs and unemployment (also
Crnkovic-Pozaé 2005, 2007 in spite of some differences in calimtamethod) (see Table 3.1.4
below);

(3.) In new job openingfixed ones strongly dominat& 2006 - 149.5 thousands were employed from the
register — out of this 85.0% on fixed term (in 20085.6%, in 2004 - 83.4%, in 2001 — 80.0%, and in
1997 - about 50% (CES ABSs); until mid 1990s it Mess than 50%. (Crnkod4Pozaé 2007)

(4.) Young are still (and in spite of improvement betw2604 and 2006) particularly exposed to non-
standard employmenfor those 25+ standard form of employment i tstd permanent one — 86.6%
for those 25-50 (but 89.5% in 2004) and 94.4% fbtr $05% in 2004). On the other hand, 37.4% of
young people, aged 20-24, and 59.2% of those a§etdlwere on temporary contracts in 2006
(57.9%/39.2% in 2004) while 30.7% (of 20-24) and43215-19) on fixed ones in 2006)(less
than32.6/42.0% in 2004) (CBS, LFS 2d half; for mdetails see Table 3.1.2 above) This is also
reflected inreasons for loosing one's joBesides personal reasons, for those aged 15-12@&2d
major reasons are ending of fixed contract (38.2966%), ending of seasonal job (19.0 /20.0), fired
due to technological surplus or labour force reiduc(9.5 /10.4; for 25+ it is 6.9). For 25+ however
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the two by far the most important reasons are exgrdtirement (30.7%) and early or disability
retirement (39.5%) (CBS LFS 2004/2, from Mud2006);

(5.) Finally, in the firms | visited (Franicevic 2007 a,b),dpite of the fact that by the 2004 Labour Law
fixed-term contracts (in a compromise solution) evettiscouraged as something to be used

‘exceptionally’, almost all recent employment whs fixed one and/or contracted dilt.

Table 3.1.4: Duration of fixed-term contracts- 19972006

Contract duration 1997 1999 2001 2003 2005 2006

Less than one month 2.7 2.7 4.0 2.0 1.6 2.3
1-3 months 282 299 293 295
4-6 months 249* 282 256 294 294 320
-6 578 613 603 638
7-12 months 26.8** 30.8** 164 183 199 186
Less than 12m 54.3 61.7 742 796 802 824
1 year or more 19.4 19.3 9.6 8.6 8.4 9.8
As required 26.2 18.9 16.1 118 115 7.8

Source: CBSl.abour Force Surveys997-2006 (calculation by Vedran Sg3i
Note: *applies to 1-5months; ** applies to 6-12rmm@oyees only

However, this increase in fixed-time employment nadégo be indicative of difficulties employers are
facing in selecting employees. Unfortunately, tHemeot research on this.

3.1.2 Full time work is still a norm, many feel saare about holding their jobs

Full time work strongly dominate# legal entities even 98.2% is full time employadd shares of part
time (1.5%) and shortened time (0.3%) are very I@®BS SR 1307on 31.3. 2005; respective percentages for
March 2006 are almost the same: 98.2%/1.6%/0.28S 2007 Yearbook) As we shall see latter in théizec
on working time — great majority (around 75%) isially working 40-42 hours, while share of those kiog
more is greater (around 15%) than of those worKiegs (around 10%). (see Tables 3.3.2. and 3.3.3.)
Comparatively low is share @lart time employmenfs defined by LFS, it is ranging mostly betweéh 8nd
10% of total employment. Noticeable are highergdte women and significant increase in 2005 (t&60l&nd
13.4 for females, CBS LFS) yet not continued in@®& FRart time has not yet become widespread opfam
employers, but for employees too. (for further d&gion see also section 3.3.4.1 on work-familyizda It has
not become, for most Croatian firms, integral teithwork organisation (exceptions are some foreigpail
chains, for example), and some which are consigeadopting it find larger social organisation ‘meady’ yet
(e.g., shift system in schools, as pointed by megtail chain manager in our interview). On theesthand,
extensive is use of overtime, reorganisations ofkiag time, subcontracting and other means to mge
internal and/or external flexibility. (Frar@vi¢ 2007a and b)

Table 3.1.5: Part time employment 2000-2006

1997+ 2000 2001* 2002 2003 2004 2005 2006

As % of total | 10.6 94 8.8 8.0 8.4 8.7 10.1 9.4
employment | (8.6/12.8)| (7.4/11.8)| (7.7/10.2)| (6.4/10.0)| (6.2/11.1)| (6.8/11.1)| (7.3/13.4)| (7.5/11.7)

Sources: *CBSl.abour Force Survey£urostat-EU LFSNote In brackets males/females

Recent survey (EQLS, n= 8534) showed that, in sfitteends of greater flexibilisation, but very dily
due to encouraging LM trends, 77.9% feel securaigbolding their job in next six months (‘it is weor quite
unlikely’ thy might lose a job), which is much highthan in NMS (EU 10 — 60.0%) and close to EU-t&rage
— 79.0%. However, regional discrepancies betweenahties (including city of Zagreb) are wide: thaypge
from 50.8% to 81.6% reflecting particular condioaf employment and local economic and social send
(UNDP 2007, 46) Importantly, among those on fixiadet and/or without contract — around 50% expectéayg
or quite likely) to lose job in next 6 months. Regstions on job security are higher for men, forsthavith higher
education, for those aged above 35; they are atfweh for managers and professionals, other nondalan
workers and self-employed; they are lower for mamakers (regardless of their qualification). Séapf those

° The EQLS survey also gives interesting insightthu contracts currently employed (3510 and formerhployed in their last status —
3281) held: permanent — 76.4% (80.1% men / 72.5%ewm); fixed less than 12 months — 11.3% (9.1% 7%3. fixed 12+ - 4.7% (4.2% /
5.2%); temporary agency — 0.8% (0.7% / 0.9%); witheontract — 3.3% ( 3.4% / 3.2%) (from UNDP 20@Tatbase)
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who consider likely and/or very likely to lose th@b in next six months for all categories are mimwver than

in EU-10 countries and quite close to EU-15 levge only exception are farmers and fishermen: 3i8%
Croatia vs. 1% both in EU-10 and EU-15. For prafesals and managers it is 5.2% vs. 13% in EU-10/i5%
EU-15; Other non-manual 6.9% vs. 10%/5%; self-eiygio6.9% vs. 10%/5%; qualified manual 9.9% vs.
24%/11%; non-qualified manual 8.6% vs. 29%/13%. PIR007, 47; EU data based on 2003 EQLS)

In fourth EWCS, feeling of job security is comparaty high as well: 19.4% report that they mightdo
their job in the next 6 months, against 11.3% in%Wut 25.2% in NMS (EU-10). (EWCS 2007) Yet, it is
important to note that subjective perceptions arusy may be under the impact of economic boorara2000
in which employers are increasingly facing shorsage labour markets and unemployment has beenedduc
significantly.

The above evolution of employment and working-ticenditions, seems to be pretty common for
countries with relatively stringent rules on regutanployment and/or high real protection of theec@umions,
high political risk involved) but reduced restrais on the temporary one - thus leading towardeeéased
flexibilisation at the margin and labour market megtation (EC 2006, 89-90) and deepening social
polarisations in society. While many are aware #raerging combination of high job security (for there’)
and high employment insecurity (for those out @& tiore) is hardly sustainable — offered diagnosesracipes
(unions vs. employers in particular) greatly differwhich | turn in Ch. 6.

3.1.3 Temporary agencies are picking up

Temporary agencies' employment is limited but &kipg up. TA was permitted with January 2004
changes to the law — 1.2% of employees were emglbyeT As in the 2d half of 2006 (CBS — LFS). Prabe
some 20 agencies are active including internatifimak like Dekra, Adecco, SmartFlex and Trenkwal¢kn
increase from spring 2006 when it was 1Peslovni tjednik 14.4.2006Yhe market leader is Dekra (with 11
regional offices and plans for expansion) — its ketashare is about 30%, Adecco and Agencija zagm®ni
posao keep around 15% each, Agencija rada 10% eenkWalder 9% - altogether five market leaders keep
some 78%. Insiders estimated that some 2000 wepéoged in 2006, but market potential is 15000 @eund
1% of economically activey.

However, one of the leading TA firm’s manager agy(ia our communication) that further employment
potential will greatly depend on changes to thedieblaw — removing legal barriers in leasing TA kens
abroad, but particularly by eliminating unfair costifon on temporary employment market from
student/employment services, attached to studewites institutions at each Croatian universityjogimg much
lower taxes on net pay. This taxation amounts t&%7only - besides 12% provision, there is 5% fengon
and 0.5% for health insurance which is far belowtgbutions to be paid on TAs workers. While TAg anot
allowed to employ students, students’ contractsoften mis-used for persons not being studentsesjmlying
students’ privilege§' Often, students (or ‘students’) are engaged o johich belong to main firm’s activity
(which is against the law). Monitoring capacities aveak and firms are rarely fined, many are tugriblind
eye’ on this way of upgrading individual but colige student standard. Without this, students lndgind food
would be more expensive acknowledged expert fromigdity of science, education and sportRoslovni
tiednik 6.4.2007.) Numbers on student work are quite @sgive: while generally assignment contracts are
replaced, due to regulations, with fixed term cacis, each year allegedly 200.000 of such conteretdeing
signed, and student services pay out around 806rsilHRK (a bit more than 80 million EWf — the largest
Zagreb Student service only on 12% provisions ehBtemillion HRK in 2005. Poslovni dnevnik6.4.2007.)

In addition, employers are still not aware enoufjpaiential benefits, claimebekraregional manager in
the press Karlovacki list 22.3.2006) Firms using TA services are mostly large internalocompanies with
experience in using TA in other countries and iashegly national companies recognising possibleaathges.
(The above communication).

20 Written communicatiorfrom the manager of one of the market leading Fs; data based on Business Croatia dataset; pepegts
were giving higher numbers — in spring/summer 2808 As were estimated at employing some 4000, Bekira only — 1000Poslovni
dnevnik 3.10.2006.

Z Due to employers’ incentives to rely on ‘studendsi additional social cost are real students’nitizes to trade studying for work — is this
also a part of low Croatian graduation rate ?

2211 2005 average CNB’s medium exchange rate was @mDin 2006 — 7.33 HRK for 1 EUR.
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Some experts warn about too 'liberal regime and#t lafc supervision' (Gotovac 2003); union leader
complain of numerous abuses and certainly over-dtiged trends on further TA employment (200 thodsan
ten years time) (on www.suvremena.hr) The managene agency, in our phone conversation, confirmed
abuses: some agencies are paying employees lessntandated by the law, i.e. less than is user dirm'
minimum. However, another manager finds some odleises more pressing: some, mostly small local TAs,
don't pay sick-leave benefits, dismiss employedhauit respecting dismissal period obligation: whieads to
unfair competition between TAs themselves — naniefgrnational agencies present in Croatia, duetriots
corporate rules and importance of keeping reputation’t engage in such practices. He finds equalitpay
rule problematic because it is hard to comply viith due to (by user) presumed lower productivifysach
workers (in written communication).

Additional problem is potential variability of palgat worker, engaged by the agency for a fixedqukof
time (e.g. six months), might during that periogestence in various firms which may include one thon
without being engaged in leasing firms. One pobsgikis German solution, where through tariffs’ cpatt all
agencies must respect minimum pay for particulaupations, but — how does it affect market developi?
(written communication). Croatian trade unions wibulost likely accept such a regulation — which wloloie
very much in line with their initiatives on minimumage law and demands that TAs sign collective exgent
for its workers. (SSSH, onww.suvremna.hr

An important issue is temporary employment abrdads still CES's monopoly, but there is a lot of
private agency in ‘grey zone' (for example, by be#gistered in receiving country or through subtracting),
with little or no protection of employed rights deon big cruisers?oslovni dnevnik, 19.7.200€r) the process
of the EU, private agency will be permitted toop&fully under transparent and supervised conditions

3.1.4 Multiple jobs are quite limited

LFS data point to low numbers and shares of regarteltiple job-holding, as well as to decreasenm t
first part of the period.

Table 3.1.6: Persons in employment having secondgoin 000 and %, 1996-2006

1996 | % | 1998/1 % 2002 % 2003 % 2004 % 2005 % 2006** %
Total* 84 5.6 | 69 4.5 | 49.0 3.2 | 455 3.0 | 470 3.0 | 535 3.4 | 477 3.0
Males* 56 7.0 | 48 58 | 33.0 39 [ 310 3.6 | 310 3.6 | 355 41 | 31.0 3.6
Females* 28 |40 20 2.8 | 16.0 23 | 15.0 22 |16.0 23 |18.0 25 | 167 2.3

Source: CBS LF$from LFS ResultSroatia —Europevarious years), 2002-2005 based 8#2d half averages; 2006 **Eurostat LFS

2006 EQLS (Hromatko 2006, UNDP 2007) research,inosfLFS data: Only 7% report having been
working in last four weeks an additional job phaialvith the main one: close to 2/3 were spendaexslthan 10
hours a week, and only 15% more than 20 hours & .v&®are of men is quite higher - 9% vs. 5% for vwwam
Persons with higher education, those in managaridl professional occupations (9%; other non-maiita)l,
similarly to other NMS, more often engage in additl jobs than others (self-employed-5%, manuakeis —
6%, farmers — 4%) — thus, the report concludeseéims ‘unlikely that this type of work is an imgmit source
of income and survival strategy for significanttpafrthose exposed to social exclusion’. (UNDP 20€H)

3.1.5 Self-employment: an avenue to survival or ergpreneurship??

Employment structure, according to the LFS, walsaastable with employees comprising about three-
quarters of total employment, with share self-emplent being around 1/5 — considerable is decreakelping
family members’ share. Table 3.1.7 illustrates ¢heends:

Table 3.1.7: Employment by professional status, 1892007

BY PROFESSIONAL STATUS, 2d half year (%)1996 — November; 1997 — June)

1996 | 1997] 1999 1999 2000 2001 2002 2003 2p04 20P806 | 2007/1
Employees 70.8| 741 754 751 782 762 769 76071 | 756| 77.2| 785
Self-employed 21.1| 185 183 192 17/ 192 1§86 .520 20.7 | 22.3| 20.8] 194
Own account 159 1364 128 142 126 14.44.1 | 158 | 152| 17.1] 159 136
Employers 5.2 4.9 55 5.0 5.0 4.9 4.5 4.7 54 2 % 49 5.7
Helping family members | 8.1 7.5 6.1 5.8 4.2 4.6 4.5 3.5 2.2 2.1 2.1 2.2

Source: CBS LFS; Note: 2007, Q1 and Q2 av.

% This section is based on our project progressrteporepared for GDN workshop, Prague 19-20 aug08 (project: entrepreneurial
deficits and modern economic growth in Croatia b§eBi, I.; Sos¢, V. and Franievi¢, V.); all LFS based calculations and interpretatio
belong to Vedran SaSi
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As noted before, very low is share of those empigyworkers, particularly in agriculture. Registered
business owners (including registered crafts) anehhmmore likely to be employers than those selfieysgl
without registered businesses, as Table 3.1.8illgdtrates:

Table 3.1.8: Share of employers among self-employég their status

1998 1999 2000 2001 200 2003 20p4 2005
Self-employed business owners 64,6% [ 61,2%| 59,29 59,6% 60,1% 64,1% 62,1% 63(6%
Self-employed w/o registered business 2,0% 57%| 3549 475% 422% 26,4% 25,6% 35B%
Farmer on own farm 0,7% 1,0% 2,0% 1,59 3,3% 1,0% 4,6Pb 1,2%
Total 295% | 28,0%| 33,599 29,3% 30,60 26,1% 274% 24|9%

Source CBS LFS (Calculations made by Vedran 88 an on-going GDN project by &ink, |.; Frantevi¢, V. and So#, V.)

Concerning job-creation, and capacity for entrepueially led growth, certainly the most interesting
are self-employed business ownéfdf only self-employedwith registered businessese looked at (with and
without employees — last make around 1/3 with yeaskillations) — than their employment rate (ckdted as a
share of total employment) fell from over 8% in th@98-2000 period to 7.5% in 2002 and recoverinly on
slightly since then. Table 3.1.9, below, illustsat#998-2005 trends in self-employment accordingie’s
employment status.

Table 3.1.9: Self-employment according to one’s ergyment status 1998-2005

Status in employment 1998 1999 2000 2001 2002 2003 20p4 2005
Self-employed business owners 8,0% 8,1% 8,3% 8,09 7,7% 7.3% 7,4% 7,9%
Self-employed w/o registered business 2,0% 2,2% 3,3% 2,69 2,8% 2,6% 2,30 2,1%
Farmer on own farm 8,5% 8,9% 6,8% 8,99 8,5% 10500 11,2% 12,4%
Unpaid family worker* 6,2% 57%| 4,6% 4,89 4,6% 3,8% 2,7 2,4%
Employees 75,3% | 75,2%| 77,19 75,7% 76,4% 758% 76,5% 75|1%

Source CBS LFS (Calculations made by Vedran 8d6r, as above.); Note:*i.e. helping family members
As Sost’s calculations show, concerning self-employed hess owners:

e LFS confirmsaging of the entrepreneurs in Croatigith self-employment rates shrinking for those dige
less than 45 and increasing for those over thatMgdian age of the self-employed persons simudtasig
increased from 34 in 1998 to 38 in 2005.

» Self-employed are on averabetter educatethan the employees in general as they mostly doome the
ranks of the persons with at least some secondhatyeatiary education.

» Self-employed business owners’ shares are muchegrisaurban/sub-urban zones (around 9-10%) than in
rural areas.

» On average they accumulated more years of workipgreence and actually wethe only group of the
employed persons with significantly increasing agerexperience over the observed period

» About three-quarters of the self-employed busirmegsers wereecruited from the ranks of the employees
with about fifth of them starting a business outumemployment or inactivity. Only about half of the
employees had previous job experience with othrchaning from unemployment and inactivity.

e Comparison of average tenures confirms increastapilgéy of the self-employment average tenure
significantly increased over the observed perildm 7 to about 10 years, thus preventing therale
average tenure from falling.

» That self-employment is not just a survivalist &gy, is shown by the fact that only a few of tledf-s
employed are looking for a new job and this sha® leen constantly shrinking over the observedgeri
falling to about 4% in 2005 (including self-emplaykusiness owners looking for an additional jolbheeir

2 | FS make possible to, as Matkéwi2004) did, to distinguish four categories of safiployed: (i) small employers (accounting for
business owners with at least 1 and not more tBaen2ployees), (ii) self-employed business ownere di not employ others, (iii) self-
employed without a registered business who workmaans of authorial or civil contract, or are paidcash, in kind or upon informal
agreement, and (iv) solo self employed in the adftical sector. While some of these groups welénasle true entrepreneurs, others could
more closely resemble a typical employee, workivgafsingle or a few clients and having little cohbver their business activity.
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primary activity). At the same time, as much aghesf the employees were eager to change theiinob
2005, down from about 17% in 1998.

However, if all self-employed would be includedndings would certainly, in many respects, be less
optimistic: for examplefarmers on own farnend to be aged, with very long tenure but lowoadion, yet rural
areas under-perform when it comes to entreprerebusinesses Also, category of self-employed inetud
marginal/informally self-employed, many by sheecessity. For policy making — it means that linéalanket’
polices towards self-employment (as an avenuedbscjeation) may be misguided and inefficient. &iént
venues for self-employment ask for differentiatetiqes as different structures of self-employmegarding its
geography ask for regionally and locally tuned gieb too.

3. 2 WAGES

3.2.1. Real wages, productivity developments and @a share

Real wages developments follow typical post-sosighatterns of strong decrase in the first period,
catch-up in the second, and slow or moderate grdidheafter. If 1989 is taken as a base year, lzdion
points that 1993 index of real wages was astoumgiogy — 35.3; after which recovery starts: 19940-4; 1995
— 56.6> Vidovic puts 1993 real wage level at 28% of tl89@ average (Vidovic 2006, 26). EBRDansition
Reports put 2005 real GDP of Croatia at 98% of 1989 Ideald 2006 at 105 level)(EBRDyransition Report
2006 and 200yinherently imperfect calculatiobased on received and published data on real wgrgegh
(CBS, SY various years) points to very similar nemfor real wages too — at 96% of 1989 level in®2200

After a collapse ofeal wagesin early 1990s, real wage growth was particulathpng in the second
half of 1990s. In years of catching-up (eased byufist policies of the period; Framvic 2002) wages were
growing faster thaeDP. With 2001 this was reversed: real wages grew.69%61in 2001, 3.1% in 2002, 3.8% in
2003, 3.7% in 2004, 1.5% in 2005 and 1.9% in 20@6le respective rates of GDP growth were high&n%;
5.6%; 5.3%; 4.3%, 4.3% and 4.8% in 2006 (CBS dsa; Table 3.2.1). This data reflect drastic slovdogn
of wage increase in the public sector — in busireessgor wage growth has been closer to the prodiycti
growth. Altogether, in the 2001-2006 period produtt growth was 20.9% while net-real wages grew by
16.6%. (HGK 2007)

Table 3.2.1: Nominal and real net&gross earnings gwth 1996 — 2006

1996 1997 1998 1999 2000 2001 2002 2003 2004 20052006
Nominal net 11.8 16.9 12.8 14.0 8.9 6.5 5.0 5.9 591 4.9 5.2
Real net 7.2 12.3 6.0 10.1 34 1.6 3.1 3.8 3.7 15 1.9
earnings
Nominal 12.3 13.1 12.6 10.2 7.0 3.9 6.0 4.8 6.4 4.4 6.2
gross
Real gross 8.6 5.8 6.5 1.6 -0.8 4.1 2.6 4.2 1.1 29
earnings
GDP yearly 59 6.8 25 -0.9 29 4.4 5.6 53 4.3 4.3 4.8
growth

Sources: CBSStatistical Yearbookvarious yearsStatistical Informatior2005, 2006 and 2

Vidovic provides additional insights on wages&protivity nexus.Firstly, she shows that, after huge
drop of real wages in early 1990s, catch-up (fagtewth of wages than productivity) lasted untib®%or gross
and until 2000 for net wages: ‘in the subsequerdryeeal wage developments were almost in line with
productivity increases’. Vidovic’'s Figures 3.2,sfitwo panels below, illustrate major tren&gcondly much
stronger was growth in real net wage than in reag wage (average net real wage more than dosbied
1994; gross grew by 96% over the 1994-2004 periottis indicates the reduction of employees’ colsgny
contributions from 42% of the gross wages to aroB®#b over the periodthirdly, different have been sectoral
trends as last three panels (below) illustrate ¢Vid 2006, 26¥°

If productivity growth has been exceeding wage dhow the economy, it hasn't been the case in
manufacturing and community services. Funda etredgarching Balassa-Samuelson effect in Croattgw
that in 1998-2006 period productivity growth wasahuwstronger in ‘tradables’ sectors (where, theynpan

% Calculation, thanks to Ms. Brkiladranka, received from CBS; however, it shoulddied that this is a period of hyperinflation, ratary

denomination and changes of monetary unit;
26
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manufacturing strong decrease in employment wasrded but unit labour costs are relatively higlarttin the
‘non-tradables’ one$. However, in tradables real wages growth laggedniebonsiderably, while in non-
tradables it surpassed productivity growth. (Fuatial. 2007, 14-16) It could be plausibly argulkeat tabove
trends in 2000s indicate oveall restructuring ob&ain economy, increased flexibility of labour kets,
relative decrease of bargaining powers of work aNebut with major sectoral differences which asgtainly
asking for much careful research (in terms of LMl amorking conditions, unions density and collective
agreements coverage for example in the above sgctor

Figure 3.2: Labour productivity and real wages, 190 = 100
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Source Vidovic 2006 and Vidovic presentation for Vido\2006

Because the tax wedge at the average income inti€rigcaby no means excessive — in comparative
terms too (Vidovic 2006, 26), it seems that othactdrs, and not labour taxation, play prominenesoin
explaining low employment rates but low work fomampetitiveness too. Comparatively high wages inaGa
(‘Croatia exhibits the highest wage level as coragdo the NMS’, she points) are not justified bggrtionally
higher productivity; and, importantly, unit labooosts in industry are about 70% of the Austrianrage in
2005, with respective values for the NMS being leetw22% in Bulgaria and 40% in Czech Republic. tele
(3.2.2) is illuminating:

%" The greatest increase they found in industry; thamansport and communications, followed by hotehd restaurants and trade (the last
one they find one-off increase due to entry of iffmeretail chains). There was no significant change the other hand, in financial
intermediation and real estate, in public admiatgtn, defence, health care, education etc. (Fehdh 2007, 14)
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Table 3.2.2: Croatia - Wages and ULC in comparisor005 (Austria = 100)

Output Unit Labour Costs| Wages

per employee (PPP) | inindustry in industry
Czech Republici 59 39.8 20.8
Hungary 79 29.5 20.7
Poland 52 43.3 19.9
Slovakia 53 36.2 16.9
Slovenia 41 97.0 34.8
Bulgaria 29 21.5 5.6
Romania 28 35.0 8.7
Croatia 43 69.7 26.3

Source: WIIW database incorporating national statis(fecsm Vidovic 2006, 27 and her presentation on Vid®006)

Taking into account existing pressures on busises$or’'s international competitiveness (particylarl
in setting of cost pressures) and public sectdfisiency — it is to be expected that wage leveid growth will
increasingly become a terrain of contest. Even himkiable’ might become part of bargaining agenda —
negotiating a decrease in wages in exchange fos¢arity. Recent inflationary pressures broughons to
argue, in unison, for an increase of wages (i@exation) and employers arguing that there is rxsgor any
increase at all.

Wage share developments are estimated in Tablg@ B&ow:

Table3. 2.3: Wage/GDP ratio 1997-2006

Years GDP (at market | Wages Shares GDP Shares
prices) (compensation of (market prices) (at basic prices) | (at basic prices)
employees)

1997 123.810.736 62.662.929 50,61 100.919.000 62,09
1998 137.603.721 71.440.601 51,92 111.061.000 64,33
1999 141.579.100 76.422.000 53,98 115.008.000 66,45
2000 152.518.800 80.637.400 52,87 123.669.118 65,20
2001 165.635.791 82.592.056 49,86 134.281.112 61,51
2002 181.230.888 92.517.407 51,05 147.774.198 62,61
2003 198.417.623 102.822.554 51,82 162.865.619 363,1
2004 214.983.101 109.177.108 50,78 178.815.395 661,0
2005* 231.349.000 118.031.484 51,02 192.718.000 7761,
2006* 250.590.000 127.517.733 50,89 209.653.000 431,

Source: Wage share estimate based on CBS data éhaG&bunting and wages/compensation data (Eurostat)
Note: *wage bill estimate based on extrapolatiotrend

It is important to note that in this one decadegl@eriod, in spite of yearly oscillations, both s
show a decreasing trend /stronger at basic pritteis)complementary to data showing that, afted@0n each
year real (net and gross) earnings growth was taghehind GDP growth. While this may be indicatofe
decreasing power of labour in Croatia, more preaisgyses of relative wages should also take iotowant that
after 2000 employment was increasing, even if wbowly.

3.2.2Wage structure

Data and research on the firms’ wage policies dkifay, particularly concerningends Fourth EWC
Survey gives some comparative insight: similarlygd-27 (EWCS 2007, 86-87), 94.5% employees receive
basic fixed salary/wage; however only 9% reportngepaid by piece rate/productivify(EU-27 — 12%).
Concerningvariable componentssurvey confirms that overtime pay is very commo®4.3%; other forms of
extra pay follow by 12.1%; extra pay for Sunday®9:6%; other (spontaneous response) — 4.9%; eairdqp
bad working conditions — 4.8%; advantages of ofwt (i.e. medical services, access to shops €td.p%.
Importantly, in spite of the model of privatisatiaf early 1990s which led to participation of huedis
thousands of employees in buying (under discountsf shares — only 1.2% report receiving incomenfr
shares in the firm they are working for. In additiggayments based on the firm's performance (egfitp

% However, it is impossible to judge how (somewtatfusing) translation of the question influencespanses
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sharing) or on the group’s performance are quiteomimon: 4.0% and 2.1%. (Calculation based on tffe 4
EWCS dataset)

Some insight on developments between 2001 and, 2@@%ernindarge firms’ practices is provided
by Poloski Voké and Vidovt (2007 a, b). In their research on HRM in Croatiarger firms (2005 survey
includes firms with 200 or more employees, bugkis out data for 500+, comparable to 2001 sun@&lyare of
surveyed firms whictappraise employees’ performanise71.9% for 500+ (61.5% for 200+) vs. 51.2 in 200
(for 500+); share of employees which agpraised for their performancis — 41.9% (36.5% for 200+) vs.
40.3% in 2001. Concerning pay: quite high is stedrirms in whichemployees receive a variable part of their
wage/salary —-65.7% (68.8%) vs. 33.3% in 2001 and indicatingéase in performance related pay systems.
However, share ocdmployees that receive a variable part of their gagot that high: 35% (37.2%) vs. 14.2%
but the coverage seem to be increasing too. Wipilige high is share of firmaswarding innovativeness 63.6%
(54.5%) vs. 26.2%; much lower is share, howevereiasing, of firms that hawsock-sharing(23.5%/17.5% vs.
7.3% in 2001), profit-sharing (35.5%/34.7% vs. 23.8%) oengaging all employees in profits-haring
(70.0%/52.0% vs. 14.3%). In spite of problems wittmparing 2001 and 2005 samples (therefore resulise
research certainly indicates that pay systems leagt in larger firms (which tend to have developteM
departments - 75.3% of the sample) — is evolvingatds more performance based and more inclusiverags
However, is this general trend in the economy, dread consolidation and reflecting dualisationL®f in
Croatia is impossible to tell without much broaded deeper research.

ESOP programsare slowly finding their place in spite of lack pblicy support: some hundred
programs were implemented by 2004 — firms mostiike implement them are large firms with signifita
small shareholders’ share. (Tiptil004) (More in section 5.2)

On the other handgforms of the public sector’ and state administi@is’ pay systems have been
advised by foreign consultants and experts (pdatitufrom the World Bank) but delayed for ye&tsYet,
reform seem to be imminent, including reductionemployment in some sectors of the state admitistra
(considered — overgrown) and might be expectedyi@aa or two (the new law on public servants anglegees
requires that pay be regulated by separate lawgdblic services and state servants and employdés).
present system is largely seen as not-motivatingnfmt differentiating a good from bad work, for not
differentiating between the state administratiod pablic services, and for not being attractiverfarst talented
people (does not allow for competitive pay offebgdorivate sector).

Due to widespread practices of using various supgies to wages (for working conditions, for tenure,
for academic degree, for responsibility etc.) ad a®& material rights (compensations for costsidsoity help,
severance pay, tenure rewards, e.g. for 5, 10 andnsyears...) and making them matter of collective
negotiations between unions and the governmentiebdat® quite liberal introduction of supplemenisorder to
reach compromises. As a consequence, pay systemality became too complex, non-transparent aadite
to differences in pay and material rights, hardd¢oount for — raising equity issues, between iullials, sectors
and institutions under the state budget finanégot rarely, hidden pay (membership on controllbward of
the state-owned firm, or using contract on authprér paying regular work) adds to differencesattigularly
so in institutions with part of income earned oe tharket and having separate accounts (as univensimbers
— i.e. faculties presently have). While, on thegragthere is unified system of pay in the state @udlic sectors
— the system in reality has been derogated thr@ugleb of collective agreements between differentoss’
unions and the government, as well as separateragrgs on wages for different public sectors/ statgices,
as well as through particular practices of the eygis. (More in Zuber 2007)

Expected reform should bring back, concerning statwants and employees, unified system of pay

(based on ‘equal pay for equal work’ principle —pitivate communication from the state expert inedhn the
process); replacing seniority system (based onsyefiservice) with ‘pay classes’ (Zuber 2007, 1b@) with
upgrade depending on merit — performance basedsmsat. Concerning public sectors (health, soeialices,
education, culture and other), reform should brimgre of unification (based on common standards dnkw
place definitions, assessments and pay coeffigiergguction in all kinds of benefits/supplements increasing
role of one’s performance and efficiency. Howeveis more complex — and it is hard to predict teal course

to be taken by the established work-group formed&bynomic and Social Council: barriers may not bl i
resistance by employees but by semi-autonomouituitisihs who enjoy better position on markets (asmally
faculties of economy do!) which might put to testernal unity of unions as well.

29 World Bank and IFC assistance strategy has beéngak ‘reduction in public wage bill's share frotri% to 9.5% percent of GDP by
2008’ through ‘Enactment of Civil Service Law amaplementation of merit-based hiring and pay systéwiorld Bank 2007b, annex b9).
%0 But often agreed upon rights had not been hongleading to explosive growth of cases broughtiop@yees/unions to courts.
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3.2.3 Overtime, hidden wages and cash payments

In the firms | visited (Franicevic 2007 a, b) neticwere some important phenomena. Firsixignsive
use of overtimeas a pay policy; both sides accept is as a wandmease otherwise low wages, and some
consider it as a bonus for good workers — lack ofenmotivating pay systems and strong legacy @vailovka
(levelling)’ are still typical of many firms. Secdris extensive use of ‘hidden wagdbkrough material costs
attached to work. Thirdcash paymentare often present, particularly in small firms @se of cases in
Franicevic 2007a illustrates too). Recent (non&sentative) on-line survey is indicative: employgrs 291)
and employees (n = 525) think that about one thirdlorkers pay is ‘on black’. Widespread are: negistered
overtime work, registered minimum wage coupled va#ish payments, and moon-lighting. Among surveyed,
59% employees and 43% employers confirmed own émes of such practices. (Selectio 2006) Many
employees in interviews reported their own parttipn (some — dependence on) in such activities.

3.2.4 Wage payment security

Wage payment security has increasddte pay or no pay is still common but much Ipssnounced
than in the late 1990s when it was major publioéssNumber of employed at insolvent legal entitiespared
to 1990s is much smaller (by ends of Decemberd, 988 it was 182 thousands, in 2002 — 48, in 20(5 —
thousands and in 2006 — close to 30 thousandsJuBg 2006, 32357 were employed at 21291 non sdiegak
entities, mostly in trade sector (also 17361 emgdogt 36749 physical persons, i.e. crafts) (FINA &GK
data). At greater risk are employed in small firms.

One important element of that security, as wellohsvage formation and difference are collective
agreements, covering close to 50% of employed. &\thik is leaving out many employed in the privedetor
and particularly in SMEs — practice of administraly extending CAs on the whole industry influenedso
wages. However, monitoring and enforcing of CAsisak (see also section 3.2.6.3 on minimum wage; on
collective bargaining in general, see more in sech.3)

However, for many thisncreased securityhas not brought much in terms of improvementhefirt
living standards and needs’ satisfactisinare of low wage is high.

3.2.5 Income and wage inequalities

Overall income inequalities, comparatively, are astdramatic as often perceived by the public. abld
3.2.4 suggests in the 2001-2006 period they arte gtable. Yet, they are considerable.

Table 3.2.4: Income inequalities 2001-2006

2001 2002 2003 2004 2005 2006
S80/S20 4.3/55 45/54 4.4/5.0 45/5.2 5/46.1 42148
Gini coefficients 0.28/0.31 0.29/0.31 0.29 /1.3 0.29/0.31 0.29/0.31 0.28/0.29

Source CBS, 2006,Pokazatelji siromastva od 2001-2003and 2004-20@6verty indicators 2001-2003 and 2004-2006; NotighAwithout
natural income; income data based on Household BuSgrveys

While data published by CBS point to comparativelgderate and stable level of income inequality,
experts point that reliability of used data maydgoestionable — particularly at both ends of incatistribution
(due to hidden payments and firms not-reporting agenial salaries. Comparatively Croatian Gini i€ no
standing out among European transition countriegigver it is placing Croatia in the group of highezquality
than EU-10, EU-15 or EU-25 averages are (0.28lfahgee groups vs. 0.31 for Croatia in 2001 — UNPI®G6b,
17). In comparison with the region countries CraatGini seem to be on the lower end (WB 2007a, idsed
on per capita Gini) The World Bank study (WB 20Q#@nfirms income inequality stability in the 202204
period — both deciles ratios (9/1) which changednf0.270 to 0.275, and Gini coefficients (from @2 0.275)
attest to that (calculation based on Household Bu8grveys).

Subjective perceptions of Croatia as high inegeaslittountry have a lot to do with privatisation
failures, corruption; and very likely wealth disttion would show greater inequalities and widegeg
between rich and poor (no data on wealth distrisugxists). This is why subjective poverty levels enuch
higher than absolute or relative data indicate Bieanic and Franicevic 2005).
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3.2.5.1 Gender differences

Women are not only disadvantaged at the labour @gdoncerning employment and unemployment),
they are clearly at disadvantage concerning x&laarnings: as earlier noted women have a lowicjpation
rate, a lower employment rate, a higher unemployrmee — theaverage net earnings are also lower than men’s:
in legal entities in 2004 it was 3885 HRK vs. 4HRK (total 4143 HRK) and in 2005 it was 4087 HRK vs
4558 HRK (total 4352 HRKY — i.e. they make about 89.5% of males, with casible variations between
industries (77.6% in manufacturing; 78.4% in healmd social work, and 78.9% in financial
intermediation...but 98.5% in mining and 103.4% ims&touction) (CBS 2007 ‘Women and men in Croatia’)

Nestt finds, using 2003 data, that ‘....at the 0.1 dléntf the conditional wage distribution, employed
women earn about 10% less than men, but at the@rile the difference is higher and their wage2@$o
lower. In other words, in high-paid jobs women eetatively more disadvantaged then in low-paid joDs
average, women earn some 15% less than men withafme observed characteristics.... Gender wagengap
Croatia is substantial, but comparable to manyrotieeintries’. (Nesti 2005, 15) Using 1998 and 2005 LFS
data, he finds again that ‘there is a larger nedatliscrepancy between male and female wages ahighgr-
paid than lower-paid workers... more pronounced éffecfound in 2005’ (Nesti 2007, 16). Importantly,
‘women face strikingly lower returns to educatidrak levels of education and at all points of waligribution’

— e.g. at the 9Dquintile males with university degree earn som&2fore than females with the same degree,
while for median this difference is smaller — ab&086 (Nesté 2007, 23). Marginal returns to experience are
found to be also higher for men ‘and the differegoews at upper parts of the wage distribution: &esyv, this
advantage is lost at around 30 years of experiemten men experience negative returns, while female
wage/experience profile is much flatter’ (ibid.,)2Becomposition analysis for the same observed uabo
characteristics showed ‘that the gap is around 86%verage due to differing returns by genderd(ib85) The
author also notes that his findings point to ‘glasging effect’ and ‘occupational segregation iroé&tia.

Perceptionson these differences differ, but not dramaticablgtween males and females. Most are
aware of gender differences. In recent representatirvey ‘mostly agree/fully agree’ 30.8%/30.7%aaaand
36.4% /39.8% females with the statement that tier §ame job, women are, in principle, worse paaah timen’.
Further on, 42.5%/31.0% of males and 38.4%/43.9%emfales ‘mostly agree/fully agree’ with the staésin
that ‘women get employed more often than men inseiqraid occupationsC(lig et al. 2007). Encouragingly,
equal pay norm receives great support from botlesn@0.0%) and females (80.8%). (ibid., 205)

3.2.5.2 Mothers with children

Croatia may be considered as a country with quiieegpus benefits for childbirth and childbearing
leaves, particularly in terms of their length, {ets in terms of compensation. However, child-gaggpstem is
deficient both in terms of coverage (40% of 0-6¢ d4% of 0-2 years age groups) and organisatioart(sh
opening hours); situation is also deficient in sslhavhere children are facing lack of child-caramgangements,
and interchanging shifts (see Matkov2007) which make a considerable barrier to widse of part-time
arrangements too. (More in section 4.6)

Nesti looked into wage gap for women with children. fdand that raw gender gap for women in
private sector was in 2005 higher for mothers whfiidren than for non-mothers (23% vs. 17%) — cdbesibly
widening at the upper tail of wage distributiontofether, ‘private sector employers provide lowerges to
mothers with young children than to other womerhwfite same observed labour characteristics. Tlerelifce
is significant at the top of the wage distributitiit not elsewhere.’ (NeétR007, 35) Different is picture in the
public sector where the raw gender gap is substgntimaller with ‘virtually no difference in theag for these
two groups of women.’ (Nesti2007, 29) The author attributes that to more frarent wage setting which
doesn't allow for a priori discrimination (ibid.9

3.2.5.3Regional and sectoral differences in earnings

In spite of being small country, Croatia exhitstsong regional differenceslong almost all economic
and social indicators. This pertains to earnings tocluding strong variations in poverty incider(®¥B 2007,
21). However, a multivariate analysis based on ftata labour force surveys shows that only abowt-third of
the total variation in earnings across Croatiagioms can be explained by differences in humantakpnd
other such individual characteristics of worker§VE 2007, xvi), while ‘65-72% of the observed wage

31 In 2005 average CNB’s medium exchange rate wa ard in 2006 — 7.33 HRK for 1 EUR.
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differentials across regions are explained by “otlegional factors” (ibid., 29) , including geoghagal ones -
this residual is much lower in most EU countridsd(j, xvi) (For more detailed analyses see Luo 2007

Sectoral differences in wage growth and averagel¢eare considerableMost important factor behind
them areeducational differences of employ@u 1996 rate of return on additional year of eation was 7.6%, in
2001 it was 10.5%Premiumon education of highly educated in relation tostowvith middle education
stabilised after 2002 at around 60% of the middiecation wage (So%i2004 and Balsi et al. 2007, 32)
Education is the key factor in explaining wage &&oins in Croatia (Nesti2005, p. 27).

3.2.6 Low wages, working poor and minimum wage issu

3.2.6.1 Low wages

Tables 3.2.5 a, b (below) give some indication lo& low wage shares in legal entities. Taking into

account that 1996 average wage was 2033 HRK (af@ @0t was 1258); and in 1997 average net wage was

2377 HRK (60% was 1426 HR®&) from the table it can be approximated that in6l@®se to 65% were
receiving less than average, and some 21.5% - §Gbe @verage or below. In 1997 relevant shareg \wbput
66% and 21.5%. Data for 2004-2006 (below) don'tvslamy major change — except indicating increasedesh

of those paid low. More than 60% were receivingphethe average wage, and some 24% below 60% of the

average wage. However due to hidden and cash pagnabove distribution (based on the firms’ repa}j
even if very indicative, is not fully accurate.

Table 3.2.5a: Shares of employed according to regeid net wages, March 1996 - March1997, full time
employees at legal entities

Up | 901- | 1101-| Up [ 1301-] Up [ 1501-| 1701-[ 1901-] Up [ 2101-] Up [ 2301-[ 2501-| 3001- | 3501- | 4501
to | 1100 | 1300 | to 1500 | to 1700 | 1900 | 2100 | to 2300 | to 2500 | 3000 | 3500 | 4500 | +
900 1300 1500 2100 2300
March | 6.0 | 75 | 106 [ 241 | 111 | xxx | 11.3 | 120 | 108|693 | 85 | xxx | 6.0 7.5 6.1* | 2.6%
1996
March | 2.8 | 50 | 80 |[xx |92 | 25093 9.6 9.7 [ xxx | 101 | 63782 121 | 6.7 5.8 35
1997
Source CBS: 1998, Priégnje 9.2.5., 1997 Priépnje 15.8; Notes: * 3001-4000; **4000+
Table 3.2.5b: Shares of employed according to reeeid net wages, March 2004 - March 2006
Upto | 1901- | 2201- | Upto | 2501- | 2801- | 3101- | 3701- | Up | 4001- | 4501- | 5001- | 6001- | 8001+
1900 | 2200 | 2500 | 2500 | 2800 | 3100 | 3700 | 4000 | to 4500 | 5000 | 6000 | 8000
4000
March | 8.6 6.9 88 [243 |75 7.7 143 | 66 | 604|109 | 87 9.6 6.2 4.2
2004
March | 7.4 6.2 78 |214 |74 7.5 136 | 63 [562 |103 | 9.1 114 | 7.8 5.2
2005
March | 6.0 5.6 73 [189 |76 7.2 133 | 6.2 [532 (100 | 94 126 | 86 6.2
2006

Source CBS 2005, 2006 (for full time employed galeentities only); Note: March 2004 average negewaas 4153 (60% - 2492), March
2005 it was 4390 HRK (60% - 2634) and March 2008a$ 4602 HRK (60% - 2761) (CBS data); In 2005 ayerCNB’s medium exchange
rate was 7.40, and in 2006 — 7.33 HRK for 1 EUR.

REGOS - a national central registry of sociallyuiesl persons (established as a result of pension

reform) provides interesting data on evolution @fge shares between 2003 and 2007. Tables belmstréile:
(a.) relatively stable percentage of those recgitielow and/or average gross wages — i.e. aroubid @) on
the bottom of distribution there is a trend of @&&ming share of workers receiving the minimum anbdéhow
the minimum wage, while (c.) on the top of disttibn, it seems that share of employees receiving hegh
wages might be growing, while share of workers irgeg above the average wages is quite stable.

32 1n 2005 average CNB’s medium exchange rate was @mDin 2006 — 7.33 HRK for 1 EUR.
% Nestt's calculation based on 2005 LFS data gives sontesiifiarent numbers: 60% are below the average, 8% below 60% of the

average; this may indicate difference between tedand real payments.
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Table 3.2.6: Shares of wages using January data sncial insurance registration, in %

2003 2004 2005 2006 2007
A. Below minimum 2.10 1.95 2.09 (1.70) 1.93 (1.64) 1.95
B. Minimum 3.82 3.05 337 (2.89) 1.85 (1.84) 1.59
A+B 5.92 5.00 5.46 (4.59) 3.78 (3.48) 3.54
C. Below average, above min 58.02 59.70 62.22 (60.71 61.53 (60.56) .161
D. Average 0.14 0.11 0.15 (0.15) 0.15 0.14) 0.12
A+B+C+D 64.08 64.81 67,83 (65.45) 65,46 (64.18 B4.7
Above average 35.93 35.19 32.17 (34.5p) 34.585.81) | 35.24
Total 100,01 100.00 100.00 (100 100.01 9.99) 100.01

Source REGOS;Note Average wage of previous year is used; minimurgena determined each year by the Ministry of Fagadecision
as 0.35 times average wage in the previous yean'sAllg period; in brackets are given whole yearaye shares

Table 3.2.7: Very high wages 2003-2007, January

2003 2004 2005 2006 2007
Treshold in HRK 31860.00| 33450.00 35670.00 37194.00 | 39390.00
Number of persons 2330 2534 2797 3067 3416
% of the total registered 0.21 0.23 0.25 (0.27) 0.28 (0.30) 0.30

Source REGOS;Note The above treshold is determined each year bivihistry of Finance as the highest base for contions’
calculations as average wage in previous year'sAl@nperiod times 6; in brackets are given wholaryeverage shares; In 2005 average
CNB’s medium exchange rate was 7.40, and in 20083 -HRK for 1 EUR.

Luo (2007) for the World Bank (2007a) study prowdkuminating figures on earnings' distribution in
Croatia, based on 2002-2004 LFS data, and addthieatelatively high density of the distributioh the lower
end may partly be resulted from the high incideofche low-paid jobs. (Luo 2007, 154)

Figure 3.3: Distribution of Employed Nominal Monthly Earnings, 2002-2004

.000D
Kerneldensity

(a]0] 60
Monthly earning

DN | v s v 2003
== 2004

Source: Luo 2007, 154; based on LFS data

Low payis particularly typical of agriculture, fishingetail, hotels and restaurants, construction, some
services and some manufacturing sectors (textdasher, lumber, furniture, metal, and paper).00& 70% of
those receiving below 2500 were employed in retaihstruction and manufacturing (HGK 2007) (In unsio
recent document it is 78% - Nacrt 2007). On thesotheand, very common (e.g. in construction or Petai
registering workers on the lowest wage but addimghis ‘in cash’ payments or ‘hidden’ payments (e.g
Franievi¢ 2007a — construction case) — leading towards itapbdistortions concerning future pensions due to
lowered contributions, on one hand, and receiviog-geserved subsidies (e.g. child allowance) onother.
This is one of major rationales for unions’ dematids Law on minimum wages be enacted (where minmimu
will be defined for different categories of job cplexity/educational achievement) (SSSH&HSU 2007 yano
below)

Luo (2007) also shows that women (panel 2) andhydpanel 1) earn less, and that greater share of
them (against males/those 25+) is vulnerable topay. Also his figures show clearly that vulnergpito low
pay is highly related to education (panel 3), aprisnounced regional dimension to it (panel 4).urég 3.4
below, panels 1-4, illustrate these differences:
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Figure 3.4 (i-iv): Monthly earnings by age, gendereducation and region, 2002-2004

Distribution of Earning by Gender in Croatia (2002-2004)
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Figure 5.6: Distribution of Earning by Age Group in Croatia (2002-2004)
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iii. Distribution of Earning by Education Group in Croatia (2002-2004)
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iv. Distribution of Earning by Region in Croatia (2002-2004)
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3.2.6.2 Falling into poverty risks and working poor

While Croatia may be considered as a country watmgaratively low absolute poverty level (WB 2000
based on 1998 data and WB 2007, based on 2004 Halddaudget survey data) — only 4% were below 4.30
$PPP/day), and in spite of important living corais improvementsnany can hardly cope withFinancial
situation in households’ was judged as ‘mostly bad'bad’ by 62.4% in 2002; by 61.4%°(half)/60.3% (2d
half) in 2003; by 60.3% /59.9% in 2004; by 59.3%7%3 in 2005 and 56.9/55.2% in 2006 (with ‘bads’ngei
between 34.7% in 2002 and 31.2% in the 2d half0®%2 and 29.2% in the 2d half of 2006)(CBS LFS).tm
other hand, share of ‘very goods’ and ‘goods’ hserr from 39.5% in 2003 (2d half) to 44.3% in tleehalf of
2006. In addition, 2002 and 2004 Household Budgeve&ys indicate improvement in living conditiormot
share of households which live, with its disposahtsme, with great difficulty or with difficultyhas fallen
from 13.4%/25.6% to 10.0%/22.7% while strong inseeavas in the ‘well’ group: from 8.0% to 19.1% and
the ‘very well’ one - from 1.7% to 2.1%. (World Bar2007, 12) Interestingly, ‘fairly well’ group’s ahe
decreased from 21.8% to 17.5% - is it indicatiorpofarisation? It may be premature to say but isagdy
worth of researching. However, in spite of impnment during the period, economic conditions for mos
households are hard and slowly improvifighis also explains why there is still a major dechdor longer
hours and participation in unofficial and/or unstgred work; very often confirmed in my intervieisee
Franicevic 2007a and b).

Being employed is major insurance against povergven with a very modest pay! Greatdsks of
falling into povertyface old, unemployed and retired. ¢8u2004) There are particular groups which face
higher poverty risk — while relative poverty ra6®% of the median) is higher than EU-15 or EU-2% in line
or close to southern European countries and IrglaiNDP 2006b, 16). The World Bank estimated an kibso
poverty line for Croatia (cost-of-basic-needs ptywdéine) and found that ‘some 11% of the populatise poor
and another 11% are vulnerable to falling into povgWorld Bank 2007a, 9% — 11.1% based on expienes
and 10.4% based on income) with some 1% facinget®edeprivation’. The poverty gap is found to béyon
2.6% — which makes depth of poverty ‘quite shallqibid., 9-10) The 2002-2004 trend is ‘ambiguousif —
based on consumption poverty it stagnated, if @monme (per adult-equivalent) it declined (11.2%/%4.¢s.
13.0%/10.4%) (ibid. 11). The World Bank study comfs close relation of poverty and activity/employre
status — ‘the poor in Croatia get more than halftredir income from transfers and relatively litfhleom
productive activities...households headed by a ‘&dtir “unemployed”, or “other inactive” person shdle
highest rates of poverty incidence, and repres2¥t 6f the total poor’ (World Bank 2007, ix and 23)

Poverty indicators (based on relative poverty fisk as 60% of median, thus more pointing to income
distribution inequality than directly to povertyllglished by CBS (see Table 3.2.8 below) for the12P006

% The most recent Gfk market research centre reptathee households’ survey on subjective perceptimm covering households expenses
with disposable income shows that some 72% houdelmged greater income to cover basic family ne#dshave more than needed (6%
in 2006); and 13% have just as needed (www.gfrthFebruary 4, 2008)
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period show thator employed: rate of poverty risk is much smaftem the total(in 2006 19.3% without and
16.3% with incomes in kintd); from other groups’ ratesand has been decreasifrgm 5.6% in 2003 to 4.3% in
2005 and 4.2% in 2006. It also decreased for seffleyed (from 20.1%/38.0% in 2001 to 18.5%/25.1% in
2006), butremained high for unemploye(4.1% in 2003, 37.3% in 2005 and 34.3% in 20G6)d for
pensionerg22.4% in 2003, 22.5% in 2005 and 25.4% in 2006BS 2006) Importantly, however, bosbcial
transfers and pensior($o be dealt with in Ch. 4 below) significantly ¢ne pensions than transfers) contribute to
poverty risk reduction: without them poverty rislowid be as high as 41.8% in 2006, and without $ocia
transfers (but pensions included) — 24.1%.

Being permanently employednables one to base family expenses on permareatrstof income,
including taking loans and other means of delaya@ghyent as some of my low paid interviewees stregsm
Data on high unemployed poverty riskconsistent with data on lounemployment benefits’ coveraggsince
the duration of unemployment is larger than theation of benefit, so that most unemployed loserthenefit
and remain unemployed’ (Crnk@viPozat 2005) In addition, benefits account for only abBubf the average
wage, they don’t suffice to cover one’s basic néédis spite of increase in coverage - from 20.6% @02 to
22.6% in 2007 (CES data, more in section 4.3) sqres to engage in informal work are still stradilDP
2006 EQLS shows that share of persons (of 18-64 kgeg in householdswithout employed persoris
comparatively high — 21% (vs. 17% — EU-10; 19% —H) EU-25 — 18%); however very strong are regional
differences (from 12% to 33%) and in four counttds even 30% or more (up to 33% in Vukovarskgesniska
county).

Table 3.2.8: Poverty indicators 2001-2006

2001 2002 2003 2004 2005 | 2006

With n.i.* | With n.i. With n.i. With n.i. With n.i. With n.i.*

/without /without /without /without /without /without

Rate of poverty risk, %** 17.2/20% 18.2/2196.9A89 | 16.748.8 | 17.5/19.9| 16.3/19.3
men 15.4/19.p 17.7/21.65.8/17.7| 15.1/17.0| 15.9/18.1 15.1/18.1
women 18.7/21B 18.6/234.2 12®@Y | 18.1/20.5| 189/21.p17.4/20.4

Employed 52/55 5.8/6.5 52/5.6 44146 /3B 28/4.2

Self-employed 20.1/38. 19.0/37|6 18.4/2p.52.6228.2 | 19.7/25.4 185/25.1

Unemployed 322/326 35.0/38|1 324/341 /32X | 33.4/37.3 31.2/33.4

Pensioners 21.3/19B 23.2/240 20.7/224 |/28% | 19.3/225 22.7/25.4

Relative risk of poverty gap,%*** 22.7/32.f 2328.7| 21.1/24.2 22.4/25.] 22.9/24.8225/26.4

70%treshold 24.1/27% 26.0/297 24.6/2p.7 3/226.1 | 25.5/27.4 24.2/27.2

Before social transfers poverty risk
Transfers**** excluded, pensions included 24.0/259| 25.8/27.924.1/27.2
Pensions and transfers excluded from incdme 41.4/433| 43.2/443 41.8/444

Source CBS, 2006,Pokazatelji siromaStva od 2001-2003 and 2004-2@®8verty indicators 2001-2003 and 2004-2006 — basednnual
household budget surveysNotes *n.i. = natural income; **percentage of personisose equivalent net income is below risk of poverty
threshold /i.e..60% of median equivalent househwideme); ***difference of poverty threshold incoraed median equivalent income of
those below the threshold; **** Transfers inclu@enong other, unemployment benefits, child allowanogaternity leaves, sickness leaves
above 42 days, social support, invalidity pensitwasising allowances

It is interesting to note that while females poyeisk has been higher in total through the 20002620
period (see above), for employed women it is lothan for employed men but much higher for econoltyica
inactive women than men, and it is about the saonepénsioners of both genders. In the light of lowe
participation rate of women, policies leading ®iiicrease seem to be important anti-poverty tool.

Regional dimension is important too. Néstind Vecchi show that regional variations in poyente
substantial too — ‘the risk of poverty in rural asas almost three times higher than in urban aréaegraphy is
shown to be ‘one of the key factors driving povértyCroatia’ - ‘differences in education, labouarket and

% Many are close to 60% threshold; in 2005 8% weta/ben 70 and 60% thresholds.

% Living standards improvements are very much dugtrng increase in households’ indebtedness, catipely among the highest level
in CEE.

57 Of course, unemployed persons are entitled toydpplwelfare: '...there were about 60 thousand=mployed welfare recipients and 318
thousand unemployed in Dec 2003, a ratio of ab8%&.2(Crnkové-Pozat, 2005, 42)
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other demographic factors cannot account for theeed regional variations’ they conclude — poiptio
regional development policies as one of key iséoethe future. (Nestiand Vecchi 2007, 65)

3.2.6.3 The minimum wage debate

A minimum wageor full time work is not prescribed by the lawthti is determined by collective
agreement as the lowest wage (according to a Giekkeagreement on the lowest wag©fficial Gazette37/98
signed in 1998 between the government, one empa&sociation (of crafts and small entrepreneund)the
two unions federations) which ‘amount cannot bedpthan the lowest basis for calculation and paynoén
pension and disability insurance. Each year theigitin of Finance issues an order on the amountheobasis
for calculation of obligatory insurance contribut& by which it determines the minimum pay.’(Misku2007,
70) It is determined as average wage (Jan-Aug)iptied by 0.35, and corrected each y&at.egitimacy of this
CA is undermined by the fact that it has never bsgned by other unions (four representative feitargs) and
by CEA — the most important employers association.

On the sectoral level, however, collective agredmstipulate the lowest basic wage for jobs of the
lowest complexity (which is then multiplied by dsliahed coefficients for jobs of higher complexityon which
other determinants are then applied, i.e. tenucekiwg conditions). In the number of sectors tluwést base
wage is determined below the above one, which oftenfuses relationships between jobs of different
complexity (e.g. in retail three classes are definelow the national lowest wage thus all are réegithe same
lowest wage) (Nacrt 2007) On the other hand, byrédevant ministers decisions in seven sectordugticg
retail, construction, hospitality, lumber and pameafts...) these CAs were extended to the wholeosec

The national lowest wage share in the average Wwatge 1998-2006 period (except in 2000 when it
was 34.9%) has oscillated between 32.9% (1999B8r&P6 (2001, 2004) - in 2006 it was 32.7% (SSSH&HSU
2007; Nacrt 2007)), i.e. it is comparatively on thexy low European end, and it is certainly beldw high
poverty risk treshold (with 2169 HRK in 2006 itdsnsiderably below 60% of the average wage whidianch
2006 was 2761 HRKih 2005 average CNB’s medium exchange rate was artDin 2006 — 7.33 HRK for 1 EJRFor workers
receiving such a wage, old-age poverty risks arengty associated with low contributions towardsufe
pensions (Nacrt 2007)

In addition, minimum wage instrument is not perfdtbor’ for paid wages — there are workers
registered on lower pay than this one (17991 ire 006, i.e. 1.5% of the total; on minimum wageBZ8. i.e.
1.9%, REGOS data). (www.regos.hr

Recently, minimum wage has become an area of detites between unions and employers, but
between unions too. After failing to achieve corsssnon its proposal with other unions and beintictged by
them {jesnik 10.1.2007), the largest union (SSSH/UATEC), sumgabby some political parties, prepared,
jointly with HSU, a proposal on the minimum wagevla By HSU-Croatian party of pensioners it was then
introduced to the parliamentary proceedings. Reimgifive unions federations prepared their own Dddifthe
law (Nacrt 2007), not yet submitted to the Parliam®&oth proposals aim to achieve 50% of the averagge
as a target, but with different dynamics: SSSH/H8bposal is a two-steps one: from January 2008mmuim
wage for simplest jobs should be 2700 HRK (gross) faom January 2009 50% of the previous year Qag)
average wage. Five unions draft has three: minimage for all jobs in 2008 should be 2815 HRK, 4&% of
2007 (Jan-April) average wage. In 2009 — 44%, ih@6 47%, and in 2011 - 50% target should be rehche
While the first proposal also stipulates coeffi¢gefor jobs of higher complexity in accordance witbrkers
educational attainment, thus introducing the so&lminimum wages, in the second one — it is leftadlective
agreements, thus introducing greater flexibilityad the absolute minimum wage floor. Most recenthgdia
reported that all unions, faced with a threat that government might impose its own solution, heaeched
compromise on the minimum wage law they are gaingrtjue for.

Employers, i.e. CEA, strongly oppose that law, rolag that many among their members would be
drastically hit. CEA’s survey of 104 industrialrfis (Sarlija and Kowgevi¢ 2007) points to high short-term and
long-term costs of accepting the law proposal teims of induced bankruptcies (each seventh firghtiace
it), in terms of total or partial emigration to ethcountries (each sixth firm would consider itgaimost one
half would reduce workforce. Some 80% of surveyethagers think that this would lead to decreasérnmsf
competitiveness, disinvestment in new technologias$ reduction in new employment. Particularly sitgrhit

38 For 2007 it was 2298.00 HRK.
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with the law would be firms from metal, textile,of-processing and lumber/furniture industries. dadt on
national level, CEA prefers tripartite negotiatidaading tosocial pa¢ through which national policy of wages
and employment would be defined (they claim tortspired by the Irish model). On the sectoral lesgstem of
collective bargaining leading to collective agreésnan minimum wage is strongly preferred - it, eoyelrs
argue, would be degraded by administrative deteatitin of wages (according to SSSH periodigaldikalna
akcija, 369/2007 and CEA web page) In addition, emplogegsie, minimum wage as is presently determined is
already in accordance with ILO conventions (e-roaihmunication from the CEA expert).

For the government, in the wake of elections, latkunions’ unity, produced quite a comfortable
positions — allowing it to wait (without committiritself but being ‘sympathetic’ to the initiativér unions to
settle their differences — unlikely before eleciand the new government taking over. CEA also ¢aimg of
the lack of unity on the unions' scene. While ttestainly indicates major difficulties on the uniscene, it also
makes negotiations more difficult only. It seematth search for a compromise solution might be deduwn
sectoral approach — union leaders recognise thielggrofor some industries but they argue in favolutax
deduction for them (through some period of traositi(Ana Knezewi, SSSH president iSindikalna akcija
369/2007). However, the government’s political ddegtions might finally prevail — there are sighst, if
unions and employers don'’t reach a compromisegdvernment itself will send to the Parliament owogmsal
on the minimum wage law. (www.business.hr, on 428).

3.3 WORKING CONDITIONS: WORKING TIME AND ORGANISATI ON OF WORK

Working conditions, for most people, have changed @ertainly diversified. Privatisation and thergnt
of new firms brought a multiplicity of businessatrgies and organisational behaviours, and diffeesponses
to competitive pressures. Workers have been exptsedifferent governance models and practices, job
situations and work experiences. However, thesegases have been constrained by the state regslatio
including the harmonisation effects of the EU agsmm process. The legal framework (based on @42
Labour law) is consolidating this diversity by lonivey the requirements and constraints on smalldiwhere an
increasing proportion of workers are employed, withor a very low trade union presence. Workemdiviidual
experiences differ greatly: in my interviews mamperienced work in very different environments,lirtng
unofficial employment situations. (Franicevic 20@and b)

Data on working conditions in Croatia is to a sfigaint extent lacking. Only recently, Croatia was
included in surveys run by European Foundationtf@ Improvement of Living and Working Conditions.
Results from 20054 EWCS are highly indicative for comparative pug®segarding working conditions in
Europe, but, due to sampling, they are not progdémough information for ‘in depth’ study of workin
conditions (for Croatia n=1011, with response @it8.45 and refusal rate of 0.29 — pp. 94-98). EN2007)
In addition, in 2006, UNDP Croatia made a researcharger sample (n=8534) which provides rich infation
on importantregional differencegoncerning numerous aspects of quality of lifestippoviding rationale for
focusing policy priorities on regional policies.riinatko 2006 and UNDP 2007) Unfortunately, somkl$ief
research — for example, sociology and organisaifomork — have almost disappeared. The trade urdao@sot
producing systematic data and analyses on whatimggn in the workplace. Still, some data is ala# due to
regular follow ups by the relevant public instituts and/or bodies (ministries, public health aditles, CBS).

3.3.1 Working Time: Longer Hours Are Common

The Labour Lawdetermines working hours at 40 hours per week gug001 it was 42), and allows for
overtime of no more than 10 hours a week; the Lk allows for ‘reorganisation of working time’,cevice
used quite extensively in many firms (for exampletail and tourism), but misused too, as the labour
inspectorate and the trade unions report. In 8632002 periodreported (by firms) working hours of
employees at enterprisegere remarkably stable: about 2100 hours per peasonally. Out of the 2100 about
1720 hours were actually worked, and 275 were ravked but paid. On the other hawdertime working hours
were very stable in 1996-1999 (at 23 hours), bietr dlling to 21 hours in 2000 they rose agair24chours in
2001 and 28 hours in 2002. In the 2004-2005 petatal number of hours per person was 2096/2080rshou
actually worked — 1727/ 1712; 269/262 not actualtyrked but paid in the firm; overtime hours remalirst
29/29 (CBS data).

However, the Labour Force Surveys 1998-2006 daiw sidecrease in average usual working hours
for most categorieqi) for all employedfrom more than 41.5 in 1998/99 to 40.4 hoursQ8%, (i) for full-time
employed, from 44.3/43.8 in 1998/99 to 42.4 hours 2005 (2nd half); (iii) forfull-time employegsfrom
42.6/42.2 in 1998/99 to 41.3 hours in 2005; (iv) foll-time self-employedfrom 51.5/51.2 in 1998/99 to
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46.5/46.2 hours in 2005 (1st/2nd half); (v) footh men and womem full-time employment and self-
employment; while (vi) only fothe part-time employethre has been a slight increase: from betweem#12a

hours to more than 22 hours in last three hal@BS(LFS; more detail in Table 3.3.1 below). Thesads

reflect the legal reduction of the working weeknfrd2 to 40 hours (very little change for full-tireenployees
since 2001), but also decreased average hoursidosdlf-employed. Despite that, teelf-employed are still
working much longer hourthan employees.

Fourth EWCS gives averageorking hours a#3.1 (slightly above NMS average — 42.8), and 17.0%
working long hours i.e. 48 hours a week or more (less than NMS 3%0but more than EU-15 — 15.1%).
Recent Quality of Life Survey (UNDP 2007; and datsdb provided by Target — EQLS questionnaire wad)use
offers additional view on working time distributio®ut of 6791 surveyed in Spring 2006 (3510 cutyent
employed and 3281 formerly employed) 6442 gave reswar on theiuusual working timeat main job: long
hours (i.e. 48+) were reported by 33.6% ( 39.2%eal7.5 % females; 35-47 hours — 61.2% (56.9%8%);
21-34hours — 1.8% (1.1% / 2.6%); 20 hours or [e8s4% (2.7% / 4.1%). Out of those currently empiyin
last four weeks 7.2% had additional paid job (8/5%63%); with 66.6% less than 10 hours per week9%0/
78.6%); 19% between 11 and 20 hours (21.1% / 16.6%g 14.4% - 21+ (18.1% / 6.8%). If both main and
additional job are taken into accodoihg hours, that is 48 hours weekly or monere experienced by 38.0% of
males and 27% of females, with total — 35.2%. Wtiils is similar to NMS-10 averages — 42%/25%s itriuch
higher than the EU-15 averages are, particulanyfdmales — 29%/12% (data given in 2003 EuropeaS)QL
Not surprisingly, among employed — 27% report ‘salémes a week’ difficulties in balancing workdafamily
life — 27% - for being too tired; 17% - due to tisent at their job. (UNDP 2007, 72-73)

LFS data, however, give lower proportion of thaseally working long hours at the main job, with
clearly decreasing trend over the 2000-2006 periddch well corresponds to data on average workiogys. It
seems that majority of those on long-hours is amsgiffemployed. LFS 2006 data show that among those
working 48+, 44% belong to self-employed, helpiagnily members and those on non-standard employment
statuses; 56% are employees in either privateate sector. Table 3.3.3 below clearly shows thagfoeours are
most often found among those self-employed: thetkvonger on average, and in most categories (thaty
informal one) more or around 20% of them is workioigg hours; on the other hand employees in the stad
private sectors work on average shorter time anongnthem around 3.5% are working long hours instiae
sector employment and 12% in the private sectorl@yngent. However, due to their higher share in ailer
employment, private sector employees make 43.3%hade working 48+. But there is no doubt that self-
employed share in overall long-hours work is mublove their share in employment — 41.8%, while those
working as unpaid workers, or sporadically — ontraets, or paid in cash or in kind make further%%;&hose
working in the state sector make 8.9% , much bel®ir share in employment.

Concerning gender differencesboth males and females tend to work 40-42 hoomsré than 34);
however males’ share in long hours group is highan females’ one (but with decreasing share in20@0-
2006 period from 20.1%/9.8% in 2000 to 14.2%/6.792006!), while females’ share in shorter-hourggrs is
higher than males’ (see Tables 3.3.2 and 3.3.3n)elacademic research carried out in 2002 also shthat
‘long hours are a common experiehdéocusing on an intermediate and higher educarb@n population
sample it found that the mean number of self-reggbworking hours per week was 45.5 (75% work ireegof
40, 22% more than 50, and about 6% more than 6Gstpar week). The authors find that ‘hours spertherjob
are particularly high for people holding high-leyebs and those running their own businesses’ (&vet al.
2002, 293 and 298) - it was also supported in ngritews. (Franicevic 2007a) How long hours affeotk and
life balance will be discussed latter in Sectioh. 3.

Table 3.3.2: Usual working time at the main job, 200-2006, %

Working hours| 2000 2002 2004 2006

all m f all m f all m f all m f
0-9 0,5 0,4 0,6 0,4 0,1 0,6 0,3 0,2 0,4 0l5 0,4 q,7
10-19 2,4 1,8 3,2 2,1 15 2,7 1, 14 24 18 11,7 3
20-29 3,9 29 52 4,0 3,2 49 3,4 2,1 51 5{4 40,1 1
30-39 2,7 2,2 3,4 4,3 3,6 52 4,1 3,8 50 3|9 35,3 4
40-42 7421 71,9 77, 758 74|14 744 7%8 7b,1 46/,7| 758 77,8
43-47 0,8 0,7 0,8 0,7 0,7 0,7 1,0 1,4 1, 0, 1J0 0,7
48+ 15,6| 20,2 9,8 12, 163 84 129 16,4 85 101812 ( 6,7

Source: CBS LFS, 2d half (calculation made by Mmj& Mudrt); *for 2005 48+ - 12.2% (see Table 3.3.3 below)
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Table 3.3.3: Working time at main job by status inemployment — usual and real (last week) in 2005

Hours 0-9 10-19 20-29 30-39 40-42 43-47 48+ Averagpeal

And share in 48+

Usual Last | Usual Last | Usual Last | Usual Last | Usual Last | Usual | Last| Usual Last | Average Share

week week week week week week week usual in 48+

1 - Work/entrepreneur in own enterprise 0,0% | 58%| 03% | 03%| 06% | 06%| 22% | 2,0% | 66,7% | 63,6% | 2,2% | 2,9% | 28,0% | 24,8% 44,4 5,0%

2 - Work/entrepreneur in own craft 01% | 54% | 13% | 16%| 1,0% | 19% | 2,1% | 3,1% | 66,0% | 60,1% | 1,7% | 1,6% | 27,9% | 26,4% 44,3 12,1%

3 - Farmer on own farm 0,2% 29% | 6,8% | 14,1% | 20,1% | 21,9% | 20,4% | 20,5% | 26,6% | 22,5% | 2,1% | 1,1% | 23,8% | 17,0% 37,3 24,2%

4 - Work/entrepreneur in free-lance activity 0,0% 6,2% | 3,4% 3,4% | 8,6% 6,0% | 23,9% | 22,2% | 46,8% | 45,0% | 0,0% | 0,0% | 17,2% | 17,2% 37,9 0,5%

5 - Employee in the state firm, institution, orgsation 01% | 73%| 02% | 02%| 09% | 1,0%| 1,6% | 1,7% | 93,3% | 857% | 0,3% | 04% | 3,5% | 3,7% 40,4 8,9%

6 - Employee in the private sector 01% | 71%| 03% | 04%| 09% | 1,0% | 1,0% | 1,1% | 84,6% | 77,3% | 1,0% | 1,0% | 12,1% | 12,0% 41,9 43,3%

7 - Employee in a firm in the process of privaisat 0,0% | 9,2% | 0,0% 0,0% | 0,0% 0,0% | 46% | 4,4% | 86,8% | 78,8% | 22% | 22% | 6,4% 5,4% 41,3 0,4%

8 - Unpaid family worker on a farm, family businesscraft | 2,8% | 3,4% | 17,8% | 29,2% | 32,3% | 31,3% | 25,4% | 21,8% | 13,0% | 8,0% | 0,3% | 0,0% | 8,5% | 6,4% 27,2 1,7%

9 - Work on authorial contract 14,0% | 27,0%| 0,0% | 0,0% | 12,8% | 12,8% | 24,5% | 11,6% | 37,4% | 37,4% | 0,0% | 0,0% | 11,3% | 11,3% 32,8 0,1%

10 - Work on contract 24,7% | 27,4% | 11,1% | 9,4% | 15,3% | 12,3% | 11,9% | 11,0% | 21,8% | 21,8% | 1,5% | 1,5% | 13,8% | 16,5% 26,7 0,5%

11 - Carry out work paid in cash, in kind or asesgr 71% | 16,7% | 13,6% | 17,0% | 24,5% | 17,6% | 16,3% | 15,3% | 15,8% | 13,5% | 0,0% | 0,0% | 22,7% | 20,0% 31,5 3,3%

Total 0,4% 6,7% | 1,8% 3,1% | 4,6% 47% | 4,7% 4,7% | 75,4% | 68,7% | 1,0% | 0,9% | 12,2% | 11,1% 40,4 | 100,0%
Males 0.3 1.3 35 3.5 74. 11 15(6
Females 0.5 25 59 6.1 76.2 0.7 8|0

Source: CBS LFS (calculation made by Vedran Sg&ar averages)




In addition, as % EWCS show, while 59.0% reportegually working five days a weéless than EU-
15 — 66.5% but NMS too — 63.6%), share of thaseking same number of days each wisekigher — 81.3%
than in EU-15 — 75.1% and NMS-10 — 68.9%. Tindrnal flexibility is quite low and patterns of work-time
organisation still quite stable is seen also fraghér share of thoseorking fixed starting and finishing times
(75.8% vs. 60.8 in EU-15 and 63.6 in NMS-10); angrking same number of hours each weg&k.9% vs.
58.6% EU-15 and 57.9% NMS-10). However, the abdwave differences, according to LFS results, between
usual and (last week) real working time may poiiMorking time flexibility (for all categories ofreployed,
including full time employees in both the state g@nivate sectors), but also to pressures for anee-tvork, but
also to differences in perceptions between ‘actaatl ‘usual’ (for all longer working time categesiusual is
longer than actual, but particularly for those ali-fime where differences seem to be the greatdgterent is
for short/shorter working time classes where acteatls to be longer than usual (very strongly & ghortest
categories). This certainly asks for further reskear

While shift work according to 4 EWCS, is more common in Croatia (33.5%) than in B816%) and
NMS-10 (23%), comparatively greater is proportidnttiose employedvithout autonomyover their working
time schedule, i.eworking with less flexible schedulesye 77.9% vs. 64.1%/71.2% in EU-15/ NMS. (EWCS
2007). Only 6.3% have possibility to choose betwseveral fixed working schedules; 8.9% have positio
adapt working hours within certain limits; and 6.@%ttirely determine their working hours (calculafesm 4"
EWCS data-set). To this | turn again in Section813

It seems that for employeexternal flexibility (through reliance on temporary contracts) is ttenm
avenue used for managing workforce flexibility,iasise of overtime and working-time reorganisatiinsth
highly present in cases described in Franicevic728®). This may also be a sign of delayed restring and
relatively high impact of unions in the economy dladgely un-reformed) public sectors. But alsoniy be a
sign of deficits in managerial resources too: Fadl®oki¢ and Vidove (2007b) in their research on HRM in
larger Croatian firms based on 2005 survey of fiamwploying 200+ report that 27.2% of surveyed fitmase
flexible working time arrangements.

The trade unions often complain that unreportedanghpaidovertimeis very common (for example,
in retail). However, while competition and businestsategies, seasonality (for example, in tourismn)
organisational and managerial failures in firmsseeo ‘supply’ overtime, there is also ‘demand’ foon the
part of the workers. Managers sometimes rely omtione as an ‘incentive’ offered to workers (for exale,
shipyard and construction firm — Franicevic 200b)a,Many workers are forced but others are willimgorder
to cope or reach their targets, or just to keejr jlob, to work overtime on a more or less permarigasis,
particularly among the self-employed. This also myad in my interviews in construction firm and sfapd.
(Franicevic 2007 a, b) However, more precise dataaking.

3.3.2 Many are exposed to unsocial hours
Many are exposedatunsocial hoursAs Table 3.3.5 (below) shows:

1. The shares of thosesually working shiftsare comparatively high, but slightly decreasimorif above
20% in 1999-2003 to 18.5/19.1% in 2006 (1st and Batf); yet women's sharesvere higher
throughout the period (for example, in 2006, 2ndl-hd982% vs. 18.4% for men).

2. The share of thosesuallyworking nightsis between 2.0% and 2.5% (for men in 2006, 2nf] hakas
2.6% and for women 1.1%). The share of thaseallyworking eveningslecreased in 2003 to below
6% (5.2% in 2006, 2nd half), but less for womentlsat women's share became higher than men's
(4.8% vs. 4.5% in the 1st and 5.7% vs. 5.6% ir2the half of 2005; but it changed in 2006 — 5.0% vs.
5.3%).

3. Many usually work on Saturdays between 25% and 26%, but with a decrease in 2006
24.4%/21.8% in ¥2d half. Women shares are significantly highen 2006/2 the figure was 20.5% for
men but 23.4% for women.

4, And many usually work on Sundag®ore than 13% recently, but with considerablerel@se in 2006 —
to 12%. While since 2000 there has been an increflaSenday work, particularly for women, reaching
a very high 17.5% in the 1st and 17.1% in the Zalfléf 2005 (most likely associated with retail wgc
reorganisation, that is, the entry of internatiomald the development of domestic chains, the
construction of large shopping malls at the edg®whs) this shares decreased in 2006 — to 13.5%.

5. In addition, in 2005, 27.7% men and 20.2% womene occasionallyworking Sundays52.9% men
and 37.4% womeBaturdays20.6% men and 9.2% womeights and 8.5% men and 5.7 womsinifts
(CBS LFS 2005, 2nd half). In 2006, however, 28.5%nnmand 21.8% women weigccasionally



working Sundays57.1% men and 41.7% wom&aturdays21.2% men and 9.2% womeaights and
9.0% men and 5.8 womestifts.

It is interesting to note that decrease in Satwtyndaysisualwork in 2006 was accompanied by an
increasein shares of those who ‘sometimes’ woraturdays/Sundays. For males, on yearly basisittgange
from 52.3% in 2005 to 54.9% in 2006 (Saturdaysyl 2n.6% to 28.5% (Sundays). For females it is ancisse
from 37.0% to 39.6% (Saturdays) and 19.6% to 20(8undays). Of course, it is premature to jump tg an
conclusions (it is too short a period; deeper nese& lacking), but it seems legitimate to askd(am 2006
further expansion of shopping malls and retail ohavas present) do these data indicate that empglaye
becoming more responsive to public criticism, antbos’ pressures, thus adapting their workforceanigation
to less frequent individuals’ work on these days?i©workers’ position in retail sector slowly imgqving due to
LM trends as well, with large employers startingoesencing difficulties in finding willing employs®
(Jutarniji list, 15. 10. 2007; on www.sth-hr).

Females’ exposure to unsocial hours is higaking into account their typically higher comménts at
home with housework and family, maintaining a wdaknily life balance must be quite daunting for malys
interesting to note, due to pronounced gender réiffees in current regulations, that Croatia irpitscesses of
EU integration, should harmonise its gender relataking time and maternity protection related lega
provisions with the EU ones, in accordance withataportunities principles. This particularly cengs legal
adjustments in connection with themoval of overprotection of womes regards night work, physically heavy
work, underground work and work in a hypobaric atpiere. EC’sProgress Reportalso notes that
shortcomings with respect to parental leave, métebenefits and excessive compulsory maternitydeas well
as wider difficulties faced by pregnant women arathars with small children in the field of employmelso
need to be addressed. Further adaptations appesssaey with respect to different retirement agesrfen and
women in the police, military and the civil servigEC 2005a) May 2007 survey on a representatingpka
(n=1005) shows significant surveyed citizens' ojtffs to potential changes (due to EU integratiohje
absolute majority is:

e against introducing right for females to work irffidult conditions (underground, underwater,

heavy physical tasks) — 65.6% (17.3% in favour);

e against shortening of maternity (parental) leavé$-3% (16.4% in favour);

» in favour of limiting overtime work both for motheand fathers with children up to 3 years of age

— 64.5% (15.3% against);
* against equalising age for retirement — 65.6% @&Gir8favour).

And relative majority is:
e against allowing night work to women (47.4% vs.234.in favour).

On the other hand, general principles of equalitgraployment opportunities and equality of earnings

received great support: 80.4% / 81.1% (4.7%/4.4%ret). Concerning gender differences in resportsgher

is share of women against night work, difficult didions and retirement conditions potential changdsile
higher is share of men against parental leavespatehanges — yet differences are not dramatypically,
weaker is acceptance of changes which diminishiegisights or at greater extent intervene in tlegeotyped
gender roles, conclude the authofaul{g et al. 2007, 122-125 and 205) Interestinghares of those expecting
that such changes will really come true range betwet.4% and 42.5% (absolute majority concernsigians

on night work, retirement age, equal earnings, Faréntal/maternity leave). (ibid. 125-126)
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Table 3.3.1: Average usual weekly hours of work imain job for all in employment

1998/1  1999/I 2000/l 2000/l 2001/l 2001/l 2002/12002/II 2003/I 2003/l 2004/1 2004/l 2005/ 2005/l 2006/

All employed 41.7 41.6 41.3 41.2 41.6 41.2 411 940. 411 41.0 40.9 40.8 404 40.4 40.1
Full time employed 443 43.8 434 43.2 434 431 .842 4238 42.9 42.7 42.7 425 425 42.4 42.0
Full-time employees 42.6 42.2 42.1 42.2 42.0 841. 416 41.9 41.8 41.7 41.7 417 41.2 41.3 41.2
males 43.2 42.8 42.7 42.8 42.5 42.4 42.1 42.4 42.442.2 42.2 422 420 41.9 41.8
females 42.0 41.6 41.4 41.5 41.4 41.0 41.0 412 141 411 41.0 41.1 40.9 41.0 40.9
Full-time self-employed  51.5 50.2 48.7 49.2 49.2 049 481 47.4 47.8 47.5 47.3 46.4 46.5 46.2 45.1
males 52.1 51.2 49.6 50.0 49.1 49.6 48.4 48.0 48.548.6 48.0 47.0 47.0 46.6 46.0
females 50.1 48.2 46.7 46.8 49.4 475 47.3 46.1 3 46. 45.2 46.0 45.2 45.4 45.6 43.2
Part time employed 20.1 21.6 215 21.7 23.2 21.4 215 21.4 21.2 232 192 223 22.2 225 215
Source: CBS, Labour Force Surveys Results Crodfarepe, various years
Table 3.3.4: Unsocial Hours — Share of Total Emplayent, 1998-2005, Croatia

1998/1'| 1999/I| 2000/ 2000/1] 2001/ 2001/|I 2002/12002/11 | 2003/1| 2003/Il| 2004/ 2004/l 2005/ 2005/ 2006/I | 2006/!
Shifts - 20.7 20.1 22.1 21.4 22.1 20.9 20.9 20.3 19.9 1919 951 19.1 18.8 18.5 19.1
Males - 18.6 19.2 21.3 20.1 194 19.1 19.8 18.2 17.7 19(217.8 18.1 17.7 17.7 18.4
Females - 23.2 21.1 23.1 23.1 25.3 23.3 22.3 22.9 224 20{721.3 20.3 20.2 19.5 19.8
Evenings | — 6.2 5.7 5.0 6.0 5.8 5.5 53 5.6 4.7 54 5.1 4.6 5.7| 5.0 5.2
M ales - 6.5 6.7 5.7 6.9 6.3 6.0 6.0 58 4.9 5.7 5.0 45 6 5. | 51 5.3
Females | — 5.8 4.6 4.2 4.9 53 4.7 4.6 5.3 45 51 51 48 7 5 |49 5.0
Nights - 2.3 2.3 2.2 25 2.3 25 2.3 2.2 2.0 24 21 1.7 22| 19 19
Males - 3.1 3.3 (3.0) 34 34 34 35 3.0 2.7 33 2.7 )2.1 28 2.7 2.6
Females | — (.5 | (@oy| (1| (@3) (©9) (@€3)| (MO) (1.2)| (1.0 | (3)] (@5)| @@1| @3 12 | 1
Saturdays | 26.7 245 235 21.1 24.8 25.6 23.9 249 6.12 | 26.1 26.5 25.2 26.0 25.9 24.4 21.8
Males 255 23.2 23.2 21.0 242 245 23.1 24.3 24{124.8 25.1 23.2 24.0 23.9 22.6 20.5
Females 28.1 25.7 23.9 21.3 25.5 26.7] 248 256 4 28. 27.6 28.1 27.6 28.4 28.4 26.6 234
Sundays 12.5 11.8 11.0 10.1 12.5 11.8 12.0 13.2 214, 145 13.3 13.1 14.5 14.2 12.0 12.1
Males 12.2 11.1 10.5 9.8 15.3 11.8 11.3 12.8 12]7 301 12.2 115 12.0 12.0 10.8 10.9
Females 13.2 12.7 11.8 10.5 13.0 11.9 12.9 140 2 1§4. 16.3 14.8 15.1 17.5 17.1 13.4 13.5

Source: CBS, For 1998-2005: ‘Labour Force SurvessuRs Croatia — Europe’, various years; for 20@86CFS; Note: Shares apply to those who ‘usuallykwo

2006/11
40.1
42.1
41.5
41.9
41.3
45.3
46.2
43.5
21.9



3.3.2.1 Working Sunday or who is to control the laguage of social

With the retail-chains and shopping-malls explosiomwolving growing consumerismyorking Sundays
has become a major labour issténe Union of Commerce of Croatia argued thaghojut 65000 salespersons,
some 40000 work every or almost every Sunday — mwthout their rights to compensation and/or fregsl
being respected. The preferred trade union soligiaradical restriction of Sunday work, and ‘talism with a
human face’ (SSSH, mimeo, 2005). In this respeds, ieceiving the full support of the Catholic Gtlu which
organised a campaign on the basis of a ‘cultureeaf Sundays’ and arguments centred on dignity‘famaily
protection’ (Preda et al 2004, Baloban arittpi¢ 2005). In this connection no compromise is acd#ptto the
church, as restated by Cardinal Bozgdutarnji list, 10.9.2006).

The first attempt by the trade unions and a groufconservative) political parties was successiiy:
January 2004 all shops, after amendments to thedra@ommerce, were forbidden to open on Sunday®pex
some small ones. However, six months later Cro&i® wable to return to their favourite Sunday pastiamen
the Law was successfully contested at the Constitat Court by (i.) one local community — the sitesome
major retailers — which claimed a loss of tax raxes) (ii.) a group of big retail chains — claimidgnial of their
constitutional right to fair competition; and (jii.two citizens claiming discriminatory treatment of
citizens/employees of other religions. However, @wairt's decision opened the way for legitimatetestation
of working Sundays, thus opening up a new rounaictibn and debates.

That actors in this debate are fully aware thattwhat stake is not only, or even primarily, waordi
Sunday but rather who is going to dominate the adisgse of social has been clearly shown by somewhat
surprising (in 2004 unions supported non-workingidy) move by leaders of four union federationsl(ding
SSSH, of which the Union of Commerce is the membEne arguments (according to online HINA report on
23.11.2005.) for this opposition to the Catholicug@h and Union of Commerce demand are instruc(i¥§:
instead of forbidding Sunday work, the provisiorfstite Labour law should be fully enforced, concegni
additional payment and free day a week, the govenmirshould use its monitoring and enforcement umsémts
strictly; (2.) it is counterproductive to forbid wdang Sundays in a country with high unemploymehew there
are certainly those who would be happy to work Sysdand holidays; (3.) it brings discrimination veetn
workers in commerce and other industries and sesyi¢4.) work on Sundays is not a matter for théh@lic
Church, but for social partners; instrumentalisataf the government and unions by the church shbeld
resisted (Boris Kunst, one of unions' leaders).(whima.hrandVecerniji list, 24.11.05). However, some unions
(from the strongest federation — SSSH; and HUSkw&ongly against. The conflict resulted with sigeation
of the president of the strongest federation (SS&f#r being heavily criticised from some membeioas (on
January 18, 2006.), and latter-on with the electbnhe president of the Union of Commerce for $®&SH
president.

Last argument, concerning separation of the statm fthe church (constitutional principle) has been
voiced in a number of comments in (particularlybetal) press (e.g. 'In modern states churcheg daervene
in governance, neither government intervene irgial', Jutarnji list, 22. 11. 2005). Writes Davor Butkayi
influential pro-liberal journalist: ‘there is no gernment that should forbid work on Sundays: italsout
breaking elementary liberal principles, about exiogglly visible incest between state and Churdboud
symbolic return to communisnmiitarniji list, 16.11.2005.). Of course, the political right & impressed, indeed
it is persisting. Not surprisingly, employers aresthy opposed, claiming: loss of jobs, loss of fisoind trade
diversion. Yecern;ji list, 26. 11. 2005) In addition, the Association of ésgprs in commerce is asking for an
‘equal treatment’( www.biznis. hr, 2.11.2005.). Whpublic polls show the citizens to be dividedg(ea
December 2005 online poll by Moj Posao showed 44first and 43% in favour of shops opening on
Sundays).

The anti-Sunday rhetoric was again present in 2607lection campaign. In negotiations leadinghi® t
new coalition government a new compromise solutarretail sector aiming at satisfying the Cathdliburch
at least formally (in principle — Sunday is not Wiog day) but not closing fully such an option g.ethrough
collective agreements signed with unions — was anoed in Coalition agreement (January 8, 2008yéVer,
most recently media report on a compromise, yetenmestrictive, solution (as advocated by CDU evefoie)
to be sent to the Parliament — with exceptions deinmmer (tourist season) and December (five months
altogether); an exemption could be small shahsafnji list, 5.2.2008.) The solution may be of paradigmatic
importance for labour and employment policy, butfidure 'discourse of rights' in Croatia too. Al#ois very
likely to be contested on the constitutional grauradjain: firstly, for differentiating between emreneurs
according their size/ownership (family shops vsaitechains); secondly, for being restricted toaileindustry
only and thus not equitably treating all Sundayku@r.g. in hospitality; some suggests that moresgdraw on
Sunday work should be enacted); also un-princigi@dtion with five months — yes, and seven monthwo,-
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might be contested. Besides potential difficultieseaching a compromise with social partners, niogortant
might be effects on the retail-sectors’ work-fofreterms of contracting and working-time reorgatisn due to
introduced seasonality; some also fear major réohg}

3.3.3 Child labour, forced labour

In general, child and/or forced labour are not pmed as socially widespread problems asking for
strong policy intervention. On one hand, the sdgtigieriod was characterised with very high praotectof
children, including almost total coverage with paitp schooling, quite developed child care systemd a
children-oriented health services. In spite of hpgeblems brought about by transition, basicallig thidn't
change too much. Moreover, growing interest foddehn, including their rights, inspired both by ieased
sensitivity to unfavourable demographic trends Bpdiemocratisation leading to outgrowth of childretated
NGOs, but by demands of EU accession too — alltths contributed to important institutional devetamts,
including new laws (Family Law in particular) anusiitutions (parliamentary committees dealing witihman
rights, with gender equality and with family anduypg; the Government’s office for human rights dad
gender equality; Ministry of family, war defendersd intergenerational solidarity (MFDIG); and Ombnunén
for children rights are in the centre of numerowdivities concerned with children; in this they are
complemented by a number of NGOs). The governméniéisch 2006National action plan for children rights
and interests from 2006-2012 one among many strategic documents concernddaohitdren protection and
welfare.

With all this normative and institutional changesreased has sensitivity to different sorts dfdchn
abuse, particularly the sexual one. Important at ttas been the role of media too. On the othed,harildren
work per sehasn’t become an important part of public agemdhdiscourses.

The most important reason for this is that, besfdss but compulsory primary school education (most
children complete it by age 15jo0st remain in school until aged (& 2002/2003, 2003/2004 and 2004/2005
95.0%/95.5%/96.2% of those aged 7-14 were enraliegrimary schools; and 83.3%/84.5%/84.8% of those
aged 15-18 were enrolled in secondary schools — RKD06). On the other hand, the Labour law prahibit
employment but not paid engagement of those youttiger 15 but only under special conditions (e.gzase of
artistic or entertainment events) and with the lakaspection’s permission. Those aged 15-18 mank width
written permission from their parents or other legaardian only. In addition, the law prohibits \wounder
dangerous conditions, night and/or overtime work & Miskulin concludes ‘Council Directive 94/3%Eof
June 22, 1994, on the protection of young peoplecak has been implemented in the Labour Law)’.qkiin
2007, 67) Children rights and welfare is also petd through provisions of the Family law, and Gieohas
ratified a number of relevant international coniems.

While statistics on the number of working childidoes not exist, and such practices don’t seeneto b
alarmingly widespread, some reasons for concdiresist.

Firstly, in connection with particular groups in socieharacterised by low share of children in primary
education and high share of early drop-outs, btérestve use of their labour — not only illegal besm of their
age but also because of activity (forced beggmmgstitution, pick-pocketing etc.). This particijaconcerns
Roma ethnic group. This is precisely why increagimgna’s children enrolment rates and decreasinig thigp-
outs rates, and increasing capacities to absorbct@ol programme successfully through pre-scheidlities is
one of the central challenges and goals (as exgaabsough National Programme for Roma adopteddDB)
And this is certainly one of the main avenues gbffithis group’s deep social exclusion.

Secondlyhuman trafficking in South East Europe (with cessabf wars) has become a worrisome
problem. It involves children too, exposed to memious abuses and forced labdhile Croatia is primarily a
transit country, reports show that it is also artou of origin and/or destination country — invaigi forced
prostitution, including the children one. (Worlddraing 2006)

Thirdly, media report instances of abuses of children (mnaftove 15) work during their compulsory
practice at firms as a part of their vocationaladion. In current school year (2007/2008) it i2@2 students in
vocational schools attending practical educatian, af which 29211 in crafts occupations (data frmt8BES).
Labour inspectors from the State inspectorate oon§uch practices and report to MSES on discoveases.
Importantly, it seems that in some cases one diarabout ‘arrangements’ between school managersiemd
in question. However, data on such practices isanailable.
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On the positive side, starting from 2005, the Staspectorate (labour and safety inspection brasjche
has started to give more attention in monitoring aiscovering cases of children work. In the Slor¢go
MFDIG, and in connection with the UN’s 2002 World Fit for Children Action Plah it was stated that tragic
death of children in M@imurje (august 2005) prompted labour inspectiorstart looking more closely and
systematically into issues. In previous irreguigrarts found were:

* Between 1.1.2002. and 30.4.2003 found were 117 emsdnours (involving 99 minors) related to
specific regulations concerning minors’ work (8 weemployed below 15, 22 without written
permission from their legal guardian, 27 were foamdvork overtime illegally, and 59 were working
by night). In the same period 5 were found to wiarkonditions against legal provisions on safety.

* In 2004, 67 misdemeanours involving 52 minors veiseovered (11 below 15 were engaged in movies
and similar productions without labour inspectgé&smission; 14 without written permission from thei
legal guardian; 12 were working overtime and 29riight). Concerning safety regulations, in six
monitorings, when accidents involving six minordgats were reported, reports to the courts were sen

e In 2005, with closer monitoring after August evenMedimurje, 271 misdemeanours were discovered,
involving 188 minors (e.g. 24 below 15 were engagedrtistic or entertainment production without
inspection’s permission, 59 were working withoutmission of their legal guardians; 67 were working
overtime and 107 by night). From August on, 42 sasfeemployers not issuing written document on
the contract, 37 cases of not registering with theahd social insurance were discovered. Also, 3
breaches of safety rules were discovered.

» Finally, in 2006 - 130 misdemeanours were discave@ncerning wide spectrum of breaching labour
regulations on employment and working conditionsnokg 1071 heavily injured at work 4 were
minors/students at practical education; and twaeweported with smaller injuries.

Minors are typically reported as working in tourismospitality, retail, crafts, services, agricudtur
manufacturing but TV/radio too. According to data i@ceived requests by legal guardians to receileur
inspector’s permission for minor's engagement tistit and/or entertainment production — it seehad greater
focus on minors’ work is bringing some results ergasing parents’ and employers’ awareness:; whiz0D2-
March 2003 and in 2004 no request for such peronsaias received by inspectors, in 2005 - 30 regueste
received (19 were affirmed), and in 2006 - 225 (2&Te affirmed). However, taking into account tlests than
3% of registered employers is controlled (in onarydy inspectors, offences related to childrenkwroth
through employment contract and through compulgmactical education) are certainly not negligible.
addition, very little is known about minors’ work on familarims and/or businesses, including the informal
ones. Unfortunately LFS age class 15-24 is too wedgive any indication, and there is no researcthe extent
and/or nature of such a work. There is also lacknfifrmation on children forced abusively to pagate in
different contests (beauty, modelling etc.) or por$-training with a parents’ view of future highofessional
earnings (which in some sports come quite early).

Concerningtrafficking, according to the Ministry of Interiors (MI) dategported were (by the police)
two cases of (discovered) trafficking and/or slgver 1998, three in 2000, two in 2001, one in 200®) in
2003 but five in 2004, as well as in 2005 and i0&0n 2004-2006 related to children were: one ¢ask004,
two cases in 2005, and three cases in 2006. Indaluenber of persons is of course greater:

(1.) according to MI data (on www.mup.hr/31.ashere were 8 victims in 2002; 8 in 2003; 19 if0206

in 2005; and 13 in 2006. But this numbers mighgtesater. Namely,

(2.) according to UNICEF report on SEE between Maver 2002 and the end of 2003 eighteen victims
were identified (for four of them Croatia was a oty of destination; one was under 18); during 2€te
were 17 victims (UNICEF 2005, 108)

Most victims are in transit, through ‘Balkans rddtem Eastern Europe (Ukraine, Romania, Serbia, an
Bosnia and Herzegovina) but at lesser extent theyCaoatian citizens too. A 2005 press release atjoNal
Committee for the Suppression of Trafficking in $ars points to Croatia increasingly becoming dattin
country too — on www.vlada.hr/hr/naslovnigaiopcenja_za_javnost/ 2005/ travan;).

There were some cases slavery reported in media. However it is often associatdgth human
trafficking which, after cessation of war signifithy increased. Croatia has, in recent years, begal and
institutional framework to deal with human trafficg and assisting its victims. In 2004 in the Cnali Code
was introduced an article dealing with human ic&ihg, in 2006 it was amended. With changes toGheninal
Proceedings Act and Juvenile Courts Act, protectibwictims and witnesses is assured. Police cépadio
deal with trafficking have increased, including aeities to co-operate with other countries (strgregicouraged
by Interpol/Europol and 10s). On the institutiorséde, important is role of the state: a NationahfButtee for
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the Suppression of Trafficking in Persons — NCSMas formed in 2002 whose members include
representatives of all relevant ministries and agesy NGOs and media; in the same year first Natiéhan for
STP adopted by the Government. Particularly imparteas also become the role Governmental Office for
Human Rights which is major coordinating body fbe tNational Program for Suppression on Trafficking
Persons 2005-2008 (and closely related to NCSTRitgt Central in the office’s activities is dewgling
partnership with a number of NGO'’s from differeairfs of Croatia — e.g. PETRA network of women NGia&
promote women rights, the Centre for Women Rosaméfdés Room et al. (see World Learning 2006) — and
co-ordinating all involved actors/institutions (inding giving protection and assistance to victilms social
workers). Altogether, public awareness of traffickiand involved issues has certainly increasedirapdrtant
improvements have been achieved — yet there drenstiy remaining issues, including very small nembf
identified victims, which (according to US State faegment categorisation puts Croatia into ‘groupi.g
recognised are considerable efforts to achievemahstandards in order to prevent trafficking eyt are not
achieved yet (Dobrati2007, 267).

3.3.4 WORK AND FAMILY BALANCE

In my interviews for recent ILO project on workingnditions (Franicevic 2007a) three groups emerged
as having particular difficulties in keeping a goadrk—life balance: married women with children kiog
Sundays, holidays and shifts; those usually workingemote sites (for example, construction wonkensd the
self-employed, who put in very long hours with vdityle free time and almost no holidays. Some nggana
complained of the same problem. It also emergeddiapaymay be disruptive for a balance in two ways: first,
by forcing people into long hours and/or additiojadils; second, due to the frustrations inherefeimg unable
to reach important family and/or family membersatgp

Women with small/lyoung children are particularlyinerable Among major reconciling strategies are:
those concerning working time; concerning houselthities; and concerning child-caring. In additiomajor
issue for employed women concerns maternity ledeegfits and children support to which | turn at¢ th
section’s end.

3.3.4.1 Part time and flexible time are limited ad faced with barriers

Concerning working time arrangemenfsart-time and flexible time employment is often taken as
important strategies to follow and encourage, paldrly for mothers with children trying to recolgcivork and
family. However, in Croatia, both are quite limitegshmparatively their share is below the EU levaly] facing
barriers — legal, institutional, managerial andtunal. Shares of those on part-time, as Table 33etow,
illustrates are comparatively low, with no definitend of increase.

Not only that shares of part-time employment fornmere lower than for women but share of
involuntary part time is much higher for men; or tither hand - share of women taking part-timetdwsaring
for family members is much higher which indicatbattincreasing supply of part-time jobs might beteit
females.

Concerningflexibility options as noted above, they still seem to be in low supf" EWC Survey
clearly show that percentage of employees workiitty fixed starting and finishing time is high, as high
percentage of those working ‘with less flexible ethles — 76.7% vs. 64.1% in EU-15 and 71.2% in NM)S-
Only 6.3% have possibility to choose between séviexed working schedules; 8.9% have possibilityatbapt
working )Dgours within certain limits; and 6.0% eatir determine their working hours (calculated frdffEWCS
data-set).

%91t might also be true that many women are everamgre of their rights provided by employers ott tiparadoxically, flexibility is more
available to men, or that their view of true inéies is partial. CESI, a Zagreb based NGO, sirésearch (albeit, on a quite small sample,
though indicative) on equal opportunities on theolar market found out that, interestingly, only42@. of surveyed women think that
flexible working time possibilities are provided their employer to women with children, while shafemen thinking so is much higher —
54.5% (CESI 2007).
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Table 3.3.5: Part-time employment, 1997-2006, %

1997 2000* 2001* 2002 2003 2004 2005 2006
As % of total 10.6 9.4 8.8 8.0 8.4 8.7 10.1 9.4
employment (8.6/12.8)| (7.4/11.8)* | (7.7/10.2) | (6.4/10.0) | (6.2/11.1) | (6.8/11.1) | (7.3/13.4) | (7.5/11.7)
Involuntary — couldn’t | 12.5 23.8 23.7 22.2 19.7 13.2 16.8 18.1
find full time job (17.9/8.2)| (34.8/15.4) | (28.4/19.3)| (33.2/13.3)| (29.3/12.8)| (17.5/10.0)| (24.6/11.6)| (25.6/12.2)
Did not want full time | 10.3 6.4 45 ik ok ik bl *E
job (10.8/9.8)| (8.5/4.9) (3.3/5.6)
lliness, or disability 33.4 22.9 23.6 24.1 24.1 27.0 245 23.4
(29.3/36.8) | (17.7/26.9)| (23.4/23.7)| (24.3/24.0| (22.9/25.9)| (23.0/30.0)| (25.5/23.9)| (22.6/24.0)
Looking after children | n.a n.a n.a 12.3 10.1 9.8 11.2 4.9
or incapacitated adults (6.7/16.8) | (u /15.6) | (u/14.4 (4.6/15.6) | (u/7.4)
Other family or n.a n.a n.a u u u u 7.6
personal responsibilities
In education or training| 6.3 u 3.0 2.4 2.6 2.8 2.2 3.3
(8.4/4.7) (2.8/u u (4.5/u u (u/3.1
Other reasons 37.3 44.7 45.2 39.0 435 47.2 45.2 42.7
(33.6/40.1) | (37.2/50.6) | (42.1/48.2)| (32.6/44.2)| (42.7/44.1)| (51.2/44.1)| (42.5/47.1)| (41.9/43.3)

Sources: Eurostat-LFS for 2002-2006, rest CBS LE®dtia — Europe, various years); Note:* 2d halfyofCBS) **In brackets are
males/females; *4talics and u uncertain/unreliable data, *** CBS shares from022006 are4.2 /4.9 (2002) 4.7 / 3.8 (2003); 6.0/4.3
(2004)4.6/3.4 (2005); 4.5/5.3 (2006)

3.3.4.2Housekeeping and child caring mostly born by femake
UNDP 2007 study gives data showing typical gend#erénces concerning both housework and childcare:

o Share of men everyday doirftpuseworkis 33% vs. 81% for women (EU-10 — 46%/86%; EU-15 —
39%/79% and EU-25 — 40%/80%). Among those everylEigg housework men report 3 and women 4
hours per day (vs. 3/3 — EU-10 and 2/3 — EU-15).

o Share of men every ddgking care and educating their childrenhigher and it is 70% vs. 96% for females

(EU-10 — 73%/88%; EU-15 75%/92% and EU-25 75%/92%pmen spend two hours per day more time
with children below 16 than men. Being employed degr does not affect mothers in caring/educating
their children — employed and not-employed spendtrofien around 5 hours per day with children below
16. (UNDP 2007, 62).

Perceptions on these differences differ betweeresnahd females. In recent representative survegtiyno

agree/fully agree’ 36.7%/45.4% males and 28.6%.0%4females with the statement that ‘women are unde
heavier burden due to household work, besides jitias* (Culig et al. 2007, 206)

3.3.4.3 Work and family balance may be difficult tosustain

Research on work and family balance is very riareone of rare academic paperSverko, Arambasgi

and Galesi (2002) focused on middle and higher educated upwgrulation sample of 25-65 age and married
(with two merged samples of 188 on-line and 319veational survey persons)o‘ determine whether an
imbalance due to excessive hours exists among gegsddon Croatia— ibid., 285, my italics). While number of
self-reported working hours per week was 45.5 (7#88tk in excess of 40, 22% more than 50, and abéut 6

more than 60 hours per week), research subjedse®rted a substantial home-time commitment:\aname,
they spend 25.2 hours per week on home-relatedtasi— 30.4 for females but 19.5 for males. Yutjle ‘it is
generally believed that working long hours has gatige impact on an individual’s health and welinge (ibid.,
285) it was found that ‘long hours spent at worl aot necessarily detrimental to person's welhdpaivork-
home interferencein particular the work-to-home conflict, is a majaspect of the work-life balance that
strongly influences well-being' (Sverko et al. 20@23 and 298) Being * at variance with the comnenmss
assumption that more hours mean worse well-being’ research results show ‘that work-home interfezen
variables make the major contribution to explainrggiance in subjective well-being.ibid., 297) Namely,
‘long hours can affect stress levels and well-beimg.rather indirect way — through generating intele

interference or conflict’. (ibid., 286) While auttsoare careful to note the limitations of the stdgmpling;
correlations don't establish causality — ibid., Ra#eir research is highly indicative of the cdiudis Croatian
workers enjoy: experiencing same kind of probleinag &re giving rise to policy debates on work-hitdance in
developed EU countries. However, they note: ‘in digtinctive circumstances of a transition economit.is

likely to be some time before work-life balance @@es a national policy priority’ (ibid., 299). Wailit appears
(they add) that national legislation in Croatia pons work-life balance...in reality much dependstloa local

context and in particular on the prevailing orgatianal culture and related practices’ (ibid., 284)ogrammes
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or policies in firms ‘specifically related to thetion of work-life balance’ were not found in anfyexamined
firms. (ibid., 285) There is no indication thatgliias significantly improved in recent years (v.f.)

A 2006 research made for UNDP (Hromatko 2006; UNEDB7) and based on European Quality of Life
Survey (EQLS) questionnaire well illustrates savhéhe above findings. It allows for internatiorc@mparison
with data on EU-25, including NMS (EU-10) and OMBJ-15) in 2003Quality of Life Survey in Europe:

Share of thoséaving difficulties reconciling family life and woseveral times a weea& 17%,
which is a bit higher than EU-10 — 15%, but consatééy higher than EU-15 — 9% and EU-25 —
10%.

Share of those coming homteo tired to do household jobss 27%, close to EU-10 — 29%,
higher than EU-15 — 22% and EU-25 — 23%.

Share of thosdaving difficulties with fulfilling family resporsiities ‘several times a week’ is
15% for full time employed, i.e. 35-47 hours perelg10% for males, 16% for females; EU-10
11%, EU-15 7%, EU-25 8%), and much higher amowngdhwvorking veryong hours,i.e. 48+
(27%: 24% - males, 31%- females; EU-10 22%; EW1%; EU- 25 18%).

Females more often than malegport that their jobs are causing difficultiesfirfilling family
responsibilities several times a week: 20% for fiesmiaand 15% for males; both levels and
differences between genders are higher than thert&ld (EU-10: 14% vs. 15%; EU-15 10% vs.
9% and EU-25 10% vs. 10%).

Survey data confirm Sverko et al. (2002) findingattwork-to-home conflict is stronger than
home-to-work oneHigh is - 56.7%- share of those who report thatknat least several times a
month prevent them in doing household jobs, an8%%ave difficulty at least several times a
month to fulfil family responsibilities, while 18% report both difficulties due to the job.
Relevant shares for ‘several times a week’ are®7.07.1% and 5.7% - close to NMS levels
(i.e. EU-10: 29%; 15%; 4%), but on all dimensitmgher from EU-15 (22%; 9%; 3%) and EU-
25 (23%, 10%, 3%). On the other hand, only 18.3port difficulties in concentrating at work
due to family responsibilities at least severaksna month. (Hromatko 2006)

Single parents families, surprisingly, report leddficulties fulfilling family responsibilities
several times a week than couples with childstémilarly to EU-15 ( where it is 13%; EU-10 is
26%) it is 14% of single parents with children lvelage 16 with such difficulties and it is lower
than for couples with children below 16 (16%); pl@s with children above 16 (15%), couples
(16%), and equal to singles (14%). Altogether thebares are higher than EU-15 shares (13%,
11%, 12%, 6%, 7%) but, except for the single paréamilies, comparable to EU-10 ones (26%,
15%, 13%, 18%, 13%) In totals it is 17% for Croatra EU-10 15%, EU-15 10% and EU-25
10%). Interestingly surveyed with children less than foygars old don't significantly
differentiate from the totafratio is 1.1 while for EU-10 it is 1.3, EU-15 4land EU-25 1.4).
Could it be attributed to lower employment rates finothers with young children, national
regulation and/or strong family ties with grandpdsetaking over? However, differences
between counties are very significant (from 0.2.tb) — pointing to differences in availability of
child care services, employment patterns (shardaofilies with both parents employed —
normally on full time) but family patterns too. (IN? 2007, 74)

Fourth EWCS (2007) provides additional light: 74.9%port thatworking hours fit family/social
commitments well or very welhich is close to NMS (i.e. EU-10) level (73.4%)t thelow the EU-15 level
(80.9%). On the other hand, small is share of thaseg contacted about work outside normal workiogrs —
13.3% vs. 22.2% in EU-15 and 23.9% in NMS.

Both high levels of indicators and pronounced gertimension point towards importance of work-life
balance policies to be developed on national, larad firm levelslt certainly includes higher scope for part-
time employment (including institutional infrasttuce to make it more feasible option for both empks and
employers; e.g. schools without interchanging shéind flexible working time arrangements, inclgpimork at
home. Yet, it seems that it is still not high or #igenda of social actors and social partnersriircpkar. Unions
don’t focus on that issue (even if in anti-Sundaynpaign arguments concerning better work-life bzdamave
been often invoked both by involved unions and @athChurch), and if they do — it is quite sporgdiot
systematic and, importantly, it is not in the foafscollective bargaining and collective agreemes the
other hand, policies (mostly inspired by demogrefgtpulation concerns) for maternity and childreot@ction
have been receiving much greater care and havenhat greater political appeal for politicians -thhem | turn
in section 4.6 of Ch. 4 (including discussion otegely and war veterans’ protection).
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3.3.5 Working rhythms and stress at work

There is no research or data base that offers gieadinto trendsof work intensity and real conditions at
the working place. However, recerit £uropean working conditions survey (EWCS 2007) 208686 EQLS
survey by UNDP Croatia offer good comparative ihtsgon many aspects of work. In addition, thera list of
indirect and anecdotal evidence that in many odimp&intensity and stress have grown.

According to 4 EWCS, it seems that Croatian workers are expasedmparativelfjower intensity but
lower autonomy toe on five autonomy indicators values are lowerftorr of them in comparison with EU-15
and NMS (EU-10). Namely, 55.9% can choose/changgeroof tasks (vs. 64.0%/61.1%); 60.7% can
choose/change methods of work (vs. 68.2%/62.8%).,09%63 can choose/change speed of work (vs.
68.9%/69.8%); 39.8% can take break when wishes 44s7%/43.2%), but (the only exception) 26.7% has
influence over working partners (vs. 23.5%/24.6%ltogether, it puts Croatia on the lower end of BU-
countries’ ranking on the ‘composite indicator'wérkers’ autonomy — putting her in the group wheoethern
and eastern European countries dominate (EWCS 510%2)

Similarly, EQL survey reports that 41% hawgyreat deal of influence in deciding how to doirtineork,
lower than NMS (EU-10 - 49%) and EU-15 (65%)(UNDI02)

Concerningunctional flexibility (task rotationandteamwork Croatian workers report higher shares than
NMS (54.5%/62.9% vs. 43.2%/57.0%) and EU-15 (4333%6%). While similarly to EU-15 and NM$ace of
work tends to be more often determinedrbgrket constraint¢§demands from customers...)(Croatia: 66.5% vs.
EU-15 — 71.0% and NMS - 57.2%) thanihgustrial constraints (automatic speed of machine)(Cro2i6%
vs. EU-15 18.9% and NMS 19.4%)ensity indicators araignificantly lower than in EU-15 and in NMS (EU-
10). While in EU-15 61.1% and in NMS 51.5% arerkitog at very high speedn Croatia it is 23.2% only;
62.4% in EU-15 and 59.1% in NMS are workitm tight deadlines in Croatia it is 43.6% (this gives a
composite index of 33.4% - putting Croatia againttom lower end of surveyed countries). On the ottard,
while in Croatia 79.9% report havirepough time to get job dorie EU-15 it is 68.7% and in NMS — 72.3%.
EQLS survey report that share of thasmstantly working at tight deadliness39% - lower than both EU-10
(46%) and EU-15 46%. (UNDP 2007, 48)

Altogether, following Karasek-based model of worganisation, Croatia certainly belongs to a grotip o
countries (with Bulgaria, Poland, Portugal andv8lda) which ‘approach most closely tipassive work
organisation category. (EWCS 2007, 59-60) If this points to ferformance problem, it also points to
managerial and organisational failures, but als@dofar unused potential (on the side of emplgyerincrease
intensity and/or autonomy and to experiment witfiedént organisational models of work. Saying thkisd
taking into account low competitiveness indicatmir€roatian economy (stagnating exports, compaghtikigh
labour costs) — it is plausible to expect that puess on Croatian workers will be increasing, whaght bring
unions’ capacities to true test.

On the other handhe 2000s brought more of offensive restructuring aster growth of productivity not
accompanied with such a growth in employment. utihdrends may be indicative of growing intensity ofkvo
much more evidence would be needed (including stasties, industry studies) to get solid conclusi@isch
studies could put more light on effects of techgalal change on intensity of work in particular opations;
from my interviews in hypermarkets, on constructsites, in hotels emerging is picture of very umegbanges
of intensity across occupations.(Franicevic 2007a)

Many believe thatvorking place has become more stressful and/orhmdggically demandingRecent
on-line survey (n=474) showed that even 34% wowithout reflection, accept lower paid job with lestsess
(some report family priorities, some are on thgédf their nerves'); additional 35% would accegslpaid job
under condition that reduction is between 10-25%wfent pay, while 29% would not accept such derof
('money pay bills', but also 'there is nothing likev stress job’). In spite of its non-representiess, this
survey indicates that stress is not only quite cominut also perceived as harmful for employees. @a@5b)

In my interviews two major sources of stress emgrge those attributable to managerial pressurebaosie
higher positioned on the job ladder, and thoseearhbyattainment deficitAs the shipyard union representative
put it: ‘workers don’t complain about stress, itasher presented as inability to attain one’s gjoal

Fourth EWCS supports the above intuition: On mastchological health factors Croatia ranks high
compared to EU-27 countries; shares of those rieggostress, sleeping problems, anxiety and/or irritépiare
comparatively high: respective shares are 35.29%4%010.8% and 19.8%; while for EU-15 they are 28).2
7.6%, 7.9% and 10.3%,; and for NMS (EU-10) they 20e1%, 11.9%, 7.2% and 11.5%. In addition, stomach
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pain is found to be strongly correlated with stfS8/CS 2007, 63): here Croatia — with 6.4% is betwEU-15
(4.9%) and NMS (8.6%).

In addition, in 2006 EQLS 51% find their jabo demanding and stressfgslbmewhat higher than EU-10
(48%) and EU-15 (47%) averages. However low isestudirthose reporting their jobs to dall and boring—
12% (vs. 18% in NMS and 10% in EU-15), which is sistent with relatively high job satisfaction to iafn |
turn in section 3.3.8 below.

3.3.6 Safety and health: deficits of regulation ashenforcement

Rights to health-protection and safe work are fundantal for workers well-beingYet, some major
deficits are present both concerning regulatiorsthair enforcement, making many workers vulnerablasks
of health degradation, injuries and decreased wapacity. Important are institutional failures ayaps as well,
both concerning actors’ incentives and the healitesn’s efficiency.

Data from the 2008" European Working Conditions Survieglicate thaexposure to health, safety and
stress related risks in Croatia is high, quite abakie averages for EU-15, and in a number of iatgics higher
than NMS-10 averages or close to the&Pnoatian workers report, similarly to most trarmsiticountries, high
exposure to health and safety risks due to theikw8B8.9% vs. 25.2% in EU-15 but 40.2% in NMS (EQ)-1°
Their awareness of such risks is also high: 87.886nt that they arevell-informed about health and safety risks
(higher than EU-15 — 82.4%, close to NMS level -388) and 46.7% araearing personal protective clothing
or equipmentvs. 32.0% in EU-15 and 42.8% in NMS).

High 51.8% declare thatork affects healtlisomewhat below NMS — 55.8%) but much higher thah
15 — 30.6%. Particularly high are physical symptahbackache, headache and muscular pdih.$%/ 28.6%
and 37.6% respectively (in EU-15 21.1%/13.1%/19.486 in NMS 38.9%/24.2%/36.2%) which may be
attributed to work itself but also to stress asser] with work. Croatian workers report comparadgivieigh
shares of those being exposedviiorations (29.1% vs. 23.1%/30.1% in EU-15/NMS) andoise (33.9% vs.
28.7%/38.8%)high temperature$29.9% vs. 23.4%/26.4%) ardw temperature$26.3% vs. 20.4%/25.5%);
and/orbreathing in smoke, fumes, powder or d{28.6% vs. 17.6%/24.6%) In addition, exposurgaiosacco
smoke from other peopie very high indeed: 35.9% vs. 19.7%/20.9%). Thaherability to physical work
factors is high, and attention being given to hgalwork/working place insufficient is also shown ligh shares
of those working intiring or painful positiong58.8% vs. 44.4% /46.4% for EU-15/ NM$grrying or moving
heavy loadq37.4% vs. 33.9%/38.0%%tanding or walking(77.2% vs. 72.9%/71.0%); exposed tepetitive
hand or arm movemen(§9.9% vs. 61.5%/61.5%). (EWCS 2007)

3.3.6.1 Sick leaves and workers’ health protection

Interestingly, while 4th EWCS puts share of thedesént for health problems in previous year’ inafieo
(19.4%) somewhat lower than in EU-27 (22.9%), EU{23.4%), EU-15 (23.5%) and NMS-10 (22.8%),
reported ‘average days of health-related absenpeewious year’ put Croatia (with 9.4 the very tof4.6%;
4.7%; 4.5% and 5.4%). (EWCS 2007) This might alsdicate high level of stress, but serious studies o
absenteeism are unfortunately lacking. It may atslicate institutional deficits in health protectiowidely
discussed but very hesitantly approached by patiekers and concerned stakeholders.

Data in Table 3.3.6 provides some illustration 806-2006 trends concerning sick leaves. They don't
point to any significant trend in average valuearijpularly not in the 2003-2006 period), whichleets lack of
any significant changes in relevant regulationsweleer, they certainly point to gravity of econoraied social
costs due to high absenteeism/sick leave ratedoanefficiency - indicated by duration of sick less. That
problems are not related to working place/condgionly but to institutional deficits and incentivssructure
may also be seen from major regional differenc@ste®jional offices (counties and city of Zagrelpae sick
leave rates between the lowest 2.98 to highestiid.3006. (CHII data)

“%In UNDP Croatia report based on EQL survey, 23poreworking indangerous or unhealthy conditigrisigher than EU-15 — 14% but
lower than EU-10 — 30% (UNDP 2007, 48)
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Table 3.3.6: Temporary work disability and sick lave, 1996-2006, Croatia

1 1996 1997 1998 1999 200d 200 2002 201)3 2004 5 2002006

2 Number of active insured 1434 | 1444 1313 1301 1297 1306 1328 1389 1413 1450606 1
persons, ‘000

3 Sick leave days — total in 16048 | 15129, 16461 14793 15057 13582 1604 15930 6215616878 17423
000*

3a | Due to work accidents- 431 444 505 554 533 468 1518 165p 1692 18P0 1980
in 000***

4 | Sick leave rate** 3.57 3.35 4.01 3.63 3.71 4.06 .993 | 3.66 3.53 3.72 3.71
Average duration of absent 29.99 | 21.50| 21.29| 19.09 18.70 18.34 19.84
employee sick leave, days

6 | Average number of absent | 51108 | 48336 52592 4726l 48106 52936 53047 50894 784D83921| 55842
employees per day
Due to work accidents*** 1372 1420 1613 177D 17031567 | 4850 | 5288 5387 6039 6216

8 | Average number of sick leave11.19 | 10.48| 12.54| 11.37 1160 1040 1250 11}47 081]1. 11.64 | 11.57
days per employed* (rows
2/3)

Source CHII; Croatian Health Insurance Institute (CHJg&arly reports) & CBS /Statistical Yearbooks, vasyears)
Note * Includes illness, pregnancy complications, wadcidents, professional iliness, family membemgpand escorting, consequences of
participation in the War, isolation;**based on nwenlof active insured persons (row 6/2 in %). *&n2002- based on monthly reports of
primary health care doctors (earlier administratiuenbers are seriously underestimated due to previgulations)

If sick-leave days due to mandatory pregnancy/méterand optional maternity leaves (and shorter
working time until the end of first child’s yearjeaadded than total sick leave rate amounts t0%6.i052006 as

it was in 2005. Interesting is to note that, conoeg bearingthe costs of sick leavésmployers bear costs of
sick leave up to 42 days) — out of 55842 daily ager daily by employers was born 24959 (25233 Bb20and

by CHII 30883 (28688 in 2005). Costs of sick leaaes split between Croatian Health Insurance lnstit
(55.3% in 2006) and employers (44.7%): typically pbogers complain of these costs being too high.
Concerning sick leaves and those due to work antsdand occupational illness, Tables below shova dat
leaves by causes (table 3.3.7) and by costs’ tgpariare they born by CHII (i.e. above 42 days)(é:)by
employers, i.e. less than 42 days (B.) (Table 3.3.8

Table 3.3.7: Sick leaves according to causes 200208
A. Costs born by CHII (42+ days)

2004 | 2005 | 2006 2004] 2005 2006 2004 2003 2006 2002005 | 2006
Average duration days Sick leave rate Daily sinlerage Daily sick, %
lliness 93.84 94.61 103.72 1.15 1.14 1.3p 16180 3373 19510 60.2 60.4 63.2
Pregnancy 72.41 77.22 78.79 0.52 0.53 0.5 7362 7699 766p 4 27 26.8 24.8
complication
Work injury 79.40 88.31 95.16 0.12 0.14 0.15 1718 0242 2189 6.4 7.1 7.1
Professional 168.32 209.76 193.72 22 27 22 0.08 0.09 0.907
illness
Total* 45.55 47.47 53.16 1.90 1.98 2.05 26896 2868930883 100 100 100
Note:*included are some other categories (as cdontamily members...)
B. Costs born by employers
2004 | 2005 | 2006 2004]  2005] 2006 2004 | 200% 2006 2002005 | 2006
Average duration days Sick leave rate Daily sinlerage Daily sick, %
lliness 9.27 9.38 1.47 1.38 21244 20825 84{2 .483
Work injury 18.42 18.39 0.27 0.27 3881 4027 415 16.1
Professional 15.74 17.88 0.007 0.007| 105 106 0.4 0.4
illness
Total 10.12 10.05 10.21 1.63 1.74 1.66 22982 252824959 100 100
Source: CHII
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Table 3.3.8: Sick-leaves 2000-2005 according to tdearing, 2000-2006

[ 2000. | 2001. ]| 2002. | 2003. | 2004. | 2005 2004.
Sick leave rate %
Total 3,71 4,05 3,99 3,66 3,63 3,72 3.71
Born by employer 1,13 1,75 1,67 1,65 1,63 1,74 1.66
Born by CHII 2,58 2,30 2,32 2,01 1,90 1,98 2.05]
Average sick leave duration, days
Total 29,99 21,50 21,29 19,08 18,70 18,54 19.84
Born by employer 12,23 10,96 10,93 10,17 10,12 50,0 10.21
Born by CHII 41,57 41,01 42,84 46,32 45,55 47,47 163
Employees on sick leave(daily averages)

Total 48.106 52.936 53.047 50.894 49.878 53.922 55842
Born by employer 14.686 22.856 22.261 22.94p 22.9$2 25.233 24959
Born by CHII 33.420 30.080 30.786 27.952 26.896 628. 30883

Source CHII

In the light of high shares of those who find thelmss being exposed to health and safety riskstaue
their work (38.9% in EWCS 2007), working in dangesand unhealthy conditions (23% in UNDP 2007), and
their health being affected by their work (51.8%EMWCS 2007) — challenges facing Croatia seem tofbe
greatest importance, both concerning workers valibty to health and safety risks, but concerning
sustainability of present trends (in terms of figma@ssures and economic costs of the health systératian
Institute for Occupational Medicine recently prodda map (based on large and small firms’ survef/sgalth
hazards, risks and strains in different sectorsmight have been expected the greatest number zafrdia is
present in mining and extraction (7.8 per workegnstruction (5.7) and the processing industry )(4T®
psycho-physiological strains exposed are 78% werker statodynamic strain — 75%; to mechanical tusza
689%; to falls and collapses — 53%; to adverse d¢l@nd microclimatic conditions — 34%; to harméllemicals
— 22%; to electric power risks — 20% and to noisel9%. (Bogadi-Sare and Zawal2007; based on
guestionnaires received from 624 businesses enmgayiore than 50). In her conference presentatiogaBie
Sare produced comparative risk assessment for larg837) vs. small firms (n=163) (with less than 50
employees), and found in a number of sectors sggmfly higher number of hazards per worker in $fiahs
(particularly in agriculture, fishing, transportati real estate and business activities, healthsathl work,
other community services) than in large firms (thHeing more hazards per worker particularly in m@i
manufacturing, construction, trade and financit¢imediation)(Bogadi-Sare 2007). These findingsciig two
policy priorities:one is dealing with small firmghich tend to neglect and/or underestimate risksagsociated
costs;another is industry/sector specifiolicy dimension — again highly neglected in catr®SH systems and
organisation (including lack of sectoral socialldipue level — see more in section 5.3).

In addition, major regional differencds the average number of sick leave days per eyepldi.e. based
on number of active insured persons) — rangindd®b2etween 13.5 and 8.9, and in 2006 betweenali®.3
(4.30 — 2.98 for sick leave rates) for 20 counéind the city of Zagreb (CHII data)peint to the importance of
regional/local contexts and differences in indwdtstructure and governance, organisation and &fficy of
health services, but also to specific traditidhs

It may be hard to ensure both: higher and betteteption and security from above risks and more
efficient, and costs saving system of that probedsiecurity. (See section 4.5 on the health systéopefully,
adoption (in July 2006) of theaw on health insurance of protection of healthwairk (Official Gazette,
85/2006), together with establishing a separatanfthe present one (i.e. CHII), Croatian Healthutagace
Institute for Protection of Health at Work (functa with the start of 2008) which will run dediedtinsurance
fund might bring serious improvement.

In 2002 the tripartitdNational Council for Work Protectiowas formed (its members are government,
employers, and trade unions representatives, ané soninent experts). It has not had much of an éngafar,
but its 2005 outline of the ‘National Programme tloe Protection of Health and Safety at Work’ (J2005) is a
sobering document on issues which are still rengiVow priority from policy-makers and enterprises, but
unions too. This document, while receiving governtisecoordination body principled backing, is stilbt
adopted (as stressed in Croatia OSH profile, M&r@@07) — it is expected not sooner than early 20@3

41 A physician from the best performing county atitéd its success to the functioning of the systaum also to good industrial relations:
‘employees here don't need to use sick leave tolvesconflicts with employers’. A physician fromveeakly performing county, on the
other hand, stressed difficult working conditiomsl dng hours and pointed to a recent increasedrincidence of sickness. Yet a colleague
also pointed to the influence of drinking habitshe areaJutarniji list, 28.8.2006).
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Croatia will have its National OSH Program adoptitarovi¢c in written communication). The document, but
experts’ published papers too, reveal numefailisres and weaknesses in workers’ health protecti

» There hasn't been systematic follow-up of workkesilth conditions exposed to specific ridksspite of legal
requirements, only 10% were regularly monitoredlevtgpecific health protection is practically undshble to
workers’ (NCWR 2005, 9)Preventive check upare available to workers working on jobs with spéci
working conditions only; primarily in connectiontivione’s ability to work on specific job, and notdrder to
prevent professional and/or work-related illne@odgadé-Sare and Zavali2006, 137) With adoption of a
number of EU directives and other internationaltations, preventive controls for practically afbrkers are
made possible; yet, the system is still too compteany gaps (including financing) remain, and ficefnt —
universal regulations are suggested (in a recarpuinlished document’s draft).

» Coordination has been lackingetween institutions involved in protecting workensalth; prevention and
monitoring are seriously compromised by the curtatus ofoccupational medicinevhich was ‘excluded
from the ... system of primary health insuranceC{MR 2005, 16).

» Social security regulations haven’t stimulated ewypts to take greater car¢he costs of work injuries and
occupational diseases are born by contributorhdsystem (that is, the employed and self-employather
than employers, where employees got injured of §¢€WR 2005, 16).

» The law does not recognise work-related diseamed the capacity for their early recognition cev@ntion is
low. Among the reasons for sick leayearious diagnoses strongly dominatebout 92% of the total in 2003
were caused by them (and generating 89.3% of taoistls); along with 8% by work accidents and 0.3% by
occupational diseases. Howewven)y for occupational diseases and work injuriesyistematic data produced.
This considerably distorts perceptions of the sibra

There is no data on workplace influence on headifraldation, except when the primary causes are
occupational disease or accidents at work. Wherkplace hazards are a cause of invalfdifput

not the basic one) the harmful influence is notsteged at all. It is not known ... how much isrzgi
spent on consequences of injuries and diseases @nsequence of working place harmful
conditions. (NCWR 2005, 11, 12 and 14)

The last point is particularly important, knowirftat great is share of too early retired (as stoegs¢he
Outline for the Law on health insurance of prowttof health at work, drafted by the MHSC, Marct®&p In
addition, the document stresses that ‘there isingtlwhich forces employer to eliminate health daimgg
working conditions, which only causes further headtegradation’. Underreporting of work injuriesdan
professional diseases was leading to serious nh@azdrd: costs associated with these risks aredatin the
basic health insurance fund (workers being trefdedimply being ill, but not because of work), tesd on the
special one (associated with contributions forriejsi and occupational diseases) which registersclosts for
occupational diseases, for example, leading eveatton of funds to employers receiving bonuseat-ptesent
thebonus-malusystem does not work’ concludes Maxowi the Croatia OSH profildMarovi¢ 2007)

The 2006Law on health insurance of protection of healthwatk (Official gazette July 2007) is probably
the most important innovation in this area. Togethigh establishment of the Institute for healtlsurance of
protection of health at work (operational by Jagu2008) and consolidation of the Institute for Qeational
Medicine might bring important improvement, thougbrk-realeted diseases are not recognised as releva
category — work injuries and occupational diseaseglealt with only. The Law:

* Clearlyseparatednsurance and protection of health due to workdeseds and occupational diseases from
general health insurance system; it defined rightspecific health protectiofincluding assessing one’s
capacity for work, following-up workers’ health atitions as well as preventive check-ups);

e Clearly definedrights to health protection and monetary compemsegin case of work injury and/or
occupational disease, which include primary hepititection, secondary and tertiary one as weligigts
to pharmaceuticals, orthopaedic products etc.;

» It putoccupational medicine the centre (both state institutions and privatetracted providers);

* Importantly, it made possible introduction (@fis)incentives for employets take more care in prevention
and protection of workers through introduction ainbs-malus provisions. Based on real expenses per
insured vis-a-vis benchmark values determined &wheindustry (branch of activity), contributionsite
may be decreased or increased.

42 In 2005, 23% retired were receiving invalidity pems (out of which 75% for 'general incapacity feork’) (HZMO data). This is
certainly a 'grey zone' in another respect toowxttansparency and potential corruption involved.
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While this reform are expected to bring significamprovementstransitional period may be demanding
and even lead to decrease of workers’ access tocasrvery recently one union (HUS) asked for prolorayat
of the laws’ becoming operational from Januafytd July ' 2008. Main reason for this demand is deficit of
specialists in occupational medicine; in some negflocalities in particular workers are facing difities
concerning their right. There is also a concernt @ specialists may become overburdened with elayry
duties concerning health protection and administesick-leaves with very little time remaining foreventive
activities. Problems may arise too until full opéyaality of the Institute for protection of healdi work is
reached. On the other hand, the Institute’s diremstis for patience; lack of occupational medi¢esms (some
20-30) will be dealt with opening new applicatidos specialisation in the field; she also pointedttemployers
employing some 1250 thousands of employees hawectsdl occupational medicine specialists for their
employees, but those employing 300 thousandshsti# not. (www.net.hon February 10, 2008)

3.3.6.2 Occupational diseases and work injuries

Low are numbers onccupational disease@able 3.3.9, below; note considerable decreasemdrted
cases in 2006 — by 15.5%) — manufacturing, agrceland forestry, health services and constructiake some
86% of all casesThese low numbers are misleadirks Bogadi-Sare and Zavélpoint, the registered rate is
much below one that should be expected (600-128@scgearly, instead of around 100. Very rarelyyseal are
causes of worker’s illness (Bogadi-Sare and Z&va2i07, 85)There is weak enforcement of regulations and
employers have low incentives to engage in premeniihere is typically a major increase in the numbker
occupationally ill when a firm goes bankrupt: warkésuspecting being professional ill but facedhvgteatest
uncertainty) claim occupational disease in ordereiise their rights. The case of asbestosis a3t from
Ploce is paradigmatic in that respect (NCWR 2005, ™cupational diseases are most often diagnosed in
workers exposed to harmful influence for more tBanyears (46.6% in 2005/50% in 2006); next comeseho
with 16—20 years of exposure (at 17.2%/17.3%);aheish less than 6 years (11.2%/6.1%) {Kmvi¢-Vukres et
al 2006, and D#kovi¢-Vukres and Hemen 2007) This indicates weak manigcand prevention.

According to Croatia OSH profilggccupational medicings under the MHSC. Croatian Occupational
Medicine Institute is responsible for monitoring Odédrvice and teams — it is still seriously ‘undeffsd’,
presenting a nucleus which in 2009 should deveitgpa much stronger Institute of Health Protectiod Safety
at Work (Marové 2007), with some 50 experts employed (www.vlada.Rresently there are some 158 such
teams/offices (be they private or state owned) iy dremploy psychologist and none employs OSH esgyin
(only informal co-operation exists) (Marév2007) In Bogadi-Sare and Zavapaper (early 2007), a number of
primary level teams is 161 in full, and 4 in hatf; additional 14 work occasionally — on assignhoamtracts.
(Bogadi-Sare and Zavali2007, 88) Most recently, in connection with apalion of theLaw on health
insurance of protection of health at worlymber of teams which have a contract with the MWR&as given at
150. However, while specialisation in OM is fullgrmonised with the EU recommendations (Mar@007),
some additional weaknesses existstly, number of employed per one occupational medisrg800 which is
below European standards (Bogadi-Sare and Zag2al7, 88); very importantly, regional (county)tdisution
is very unevenSecondlythere are no institutions in OM specialised fartjgular sectors of economic activity;
there are no OM services organised by employer#idiseiplinarity, highly needed in this area, istrassured
(it mostly happens in preventive check-ups andsvialuations on work-place risks/dangers) (Bogade $ad
Zavalic 2006, 131-132).

The well publicised case of ‘Salonit’ from Vranjiwhere for decades asbestos was produced, withuseri
consequences for both workers and locality, ilatsts the recently heightened involvement of various
stakeholders However, it also shows up the low administratemed political capacities — not to mention
credibility — when dealing with cases where hedtlat serious risk, but interests may conflict. Heer, new
recent regulations (2007) dealing with asbestostgoiimportant regulatory improveméht

As Table 3.3.9, below, shows in 1985-1994, the ramalndrate of accidents at workell considerably —
mostly due to dramatic decrease in economic agtawiid radical de-industrialisation. From 1996 t@@0with
economic recovery, it increased and varied betwiE#0 and 1753. Finally, in 2001-2006 it varied lestw
1554 (2004) and 1659 (in 2003). In the same pdfiechumber of accidentangedbetween 21184 (2002) and
24843 (2006), with a 3.6% increase in 2005 andh&ird.3% in 2006. Table 3.3.6 reflects that — aithincrease
in sick leave days and average number of absersredgy due to work accidents. It is hard to tedinirthe

3 Civil society groups (ecological groups from theaaand association of persons affected by ashmstmiced deep concern and distrust
into government's further moves, disappointed byegament allowing further continuance of productialegedly until the end of 2006.
(Slobodna Dalmacijal3.11.2005 anéRadio 101 February 22, 2006). Presently, the firm is urfolemkruptcy proceedings and alternative
investors are sought for, but again with many sigps around.
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available information whether this is an effecgodater safety at work (there has been a redutitime rate of
accidents in the workplace in the 2000s: in 20@8litfrom 1250 to 1233 but increased to 1295 i0&) and/or
the effect of a shift of the labour force towardess accident-prone’ occupations. The largasinber of
accidents in the workplacen 2005 was found in manufacturing (35.1% in 200%® 87% in 2006) and
construction (13.5% / 14.4%) Threccident ratesin 2005/2006 were the highest in agriculture aocdedtry

(2874/2712), construction (2798 / 3005) and martufarg (2465 /2714) (similarly to 2003 and 2004).

In 2005 there was an increasefatal accidentsand again and considerably in 2006. Construction ,
manufacturing, agriculture and forestry, and trgdéector dominate: their share in total was 76%065 and
75% in 2006; the death rates (2006 data) are titeekt in construction (29.9 per 100.000 employaghiculture
and forestry (20.8), mining (19.2) while in manutag it is below the average (4.12) - that 8. Rarticularly
strong increase has been recorded in booming cmtistn — from 20 in 2005 to 29 (28 at working plaoe
2006. (Dekovi¢c-Vukres 2005, 2006 and 2007; also see constructse in Franicevic 2007a and shipyard case
in 2007b). Serious studies are still lacking.

Table 3.3.9: Accidents at work and occupational deases, 1985-2006

Total number Per 100.000 Accidents at work | Occupational| OD per 100.000
of employed *** | with fatal outcome| diseases

1985 | 70574* 4330* 119 n.a.

1990 | 39907* 2610* 67 129 7.49
1991 | 32988* 2032* 196 108 6.65
1992 | 23051* 1507* 190 232 15.16
1993 | 21664* 1558* 73 192 13.81
1994 | 19846* 1431* 55 154 11.10
1995 | 22376* 1440* 60 372 26.22
1996 | 24526* 1710* 50 144 10.04
1997 | 24681* 1839* 57 205 14.20
1998 | 22 965*/19549**| 1749*/1489** 49 152 11.58
1999 | 22 814*/18846**| 1754* 1449** 32 80 4.54
2000 | 22 054*/18661**| 1762*/1439** 40 81 6.25
2001 | 21744*/18469** | 1665*/1415** 42 91 6.97
2002 | 21184*/17677** | 1595*/1331** 44 106 7.98
2003 | 23042*/18125** | 1659* /1305** 50 122 8.78
2004 | 21 950*/17655** 1554* /1250** 42 103 7.23
2005 | 22738*/17885** | 1568*/1233 62 / 55** 116 8.00
2006 | 24843 /19503 1650 /1295 76/ 62** 98

SourcesDeckovi¢-Vukres et al. (2005, 2006 and 2007); HZJZ, Indinibreports on work injuriedyotes
* Total: includes travel to/from job (commuting #&ents); **at working place only; *** (insured agg persons- CHII)

Limited is employers’ willingness to observe safetyulations, poor is enforcement capacliyorkers’
safety is regulated by the 1996 Law on ProtectibkVark, and related acts and norms. The developroént
regulations in this area is influenced by the dedstEU association process and legal harmonis§fioaliza
2004, Marowt 2007). As pointed in Croatia OSH profile, degréeampliance with ILO OSH conventions is
not full yet but it should be expected by 2008 faoharmonisation has been completed with 11 Divestand
by the end of 2007 it should have been completéd Svimore Rules of Procedure, and the remainingsboeld
be adopted in 2008 — ‘when Croatia expects to ¢et@mparmonisation process of its laws and reguiativith
the relevant EU directives’. (Maravi2007; in recent communication this leading exmemfirmed that the
process has been under the way as planned). Pamltbis should be an increase in OSH inspection’s
capacities, regarding significant increase in numh# inspectors (Government’s Action plan envisatieeir
doubling in 2007/2008; and funds for that purpokeutd be secured through the 2008 budget). However,
dealing with courts’ inefficiency, low incentivedye to low salaries and discouraging promotionesysto take
state inspection job and remain with it, and widtessary equipment (which is far below needs) aent as
urgent matters in the OSH profile. (Maré007)

For many businesses, which give these issues gfmnity, it may produce additional pressures —ythe
can hardly expect to compete in the EU by cuttimgners on safety and health protection. Even when
regulations are EU harmonisesbme firms simply do not observe thgon example, in the case of machinery
and other equipment) (Analiza 2004, 11). For exanlfitle attention has been paid to the healthlitagions of
prolonged work with PCs and monitors; yet, musdslaletal diseases make up 30% of the total (Aadz04,

13) and result in a high rate of work absencestexadth costs.

The employer is responsible for organising and wirigy protection at worland the burden of proof is on
him (objective responsibility), regardless of thember of employees. However, inspectors femployers
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‘uninterested in assuring a satisfactory leveladéty for their employees ... Those working in spkectaditions

... are not sent for preliminary and periodical Healkaminations ... while dangerous equipment is egtilarly
checked ... Employers and their agents are stillavadre that ... they are responsible for the safaty health
protection of employeesEmployees’ work and technical discipline is lackiagd employers do not enforce it
in accordance with the law (SI, 2005 and 2008)ese findings were fully confirmed in the firmsidited
(Including cases reported in Franicevic 2007 a,R&xsons directly responsible (for example, foremerthe
shop floor), even when trained in safe working pcas and formally appointed the owners’ safety
representatives, often do not insist on safe waoik ‘turn a blind eye’ (I witnessed that too), soimets even
pushing workers into unsafe practices. This creamntives founderreporting In most firms safe work is not
a priority even for the trade unions which focusrenon wages and other rights.

Fears have recently been expressed (by employEesyegulatory overload, particularly in the cage o
SMEs who lack resources and the capacity to comvtly the numerous regulations on safety. In addjtibe
Labour Inspectorate (branch of the State Inspeietbia seen as more repressive than preventivau§icl2005).
Yet, in my interviews those responsible for safatynterprises found, despite many criticisms, thatLabour
Inspectorate was helpful when faced with manageinelifference or negligence.

Implementation deficits are more pressing than thegulatory gapsThe number of occupational safety
inspectors is insufficient and monitoring and eoément capacities are low. According to the lawetshould
be 170 inspectors; in fact, there are only 89 (®16). For that reason the proportion of plannegéantons, with
a stronger focus on prevention, is decreasingti®re has been an increase in mandatory inspedign$o the
rise in reported fatal, heavy and collective acoideat work (692 inspections in 2002, 881 in 200326 in
2004, 1124 in 2005 and 1094 in 2006) and decreagespections for less serious accidents regyltinmore
than three days’ work absence (896 in 2004, 72®05 and 460 in 2006). These checks revealed 4btifed in
2006 (45 in 2005, 37 in 2004 and 47 in 2003), abidlheavily injured (1101 in 2005, 1031 in 2004, 853003
and 684 in 2002). Thiscreasein recent years was attributed in the State Inspate annual reports to an
increase in economic activity, often without ingtifint safety measures; the absence of efficieavgntion
systems, including insurance systems (nowadays og$$ are socialised; hopefully this will changthwecent
reforms); and a lack of education (SI 2005 and 20@&fety managers at some firms (e.g. shipyard,
construction) pointed to increased risks due toMjrg reliance on cooperation and subcontractind iims
whose employees are not sufficiently trained faryiag out (safely) work they are asked to perfoand/or
increasing reliance on temporary/seasonally empldgey. hotels, as reported in Franicevic 2007 a).

The credibility of the courts is lowin 2004/2005 inspectors submitted 1894/1750 nmssinour
applications for 3628/3483 misdemeanours; in tieesgears the courts issued 1000/1267 fines; in 20®@B0
applications on 3427 misdemeanours while courtsieids898 fines (SI 2005 and 2006). Courts, being
overburdened, often don't decide the cases braaghem by the SI before the relevant deadlinedhaured: in
2005 out of 1099 decisions received by the Sl fthencourts even 41% concerned such cases; andt @
of 1048 decisions — 607 or 58%! While 98 applmasi for penal proceedings against 136 persons made by
inspectors in 2006, only one decision on penal fias received. In addition, penal proceedings dipidast for
a couple of years, often resulting in conditionisclarge even when consequences for workers ayegvave
(ibid). In 2006 annual report it is rightly stressed thach a situation ‘at great extent devalues inspg’cwork’
and certainly affects perception of benefits anstxof not abiding by the law. Not surprisinglydamot only in
this respect, judicial system deficits are congideas one of the more problematic in all reportsCooatia’
(again in 200TCroatia Progress Report

Increasing scope and quality of social dialogueQ8H seems to be critical, as is critical to improve
coordination and cooperation among numerous ad¢tothe OSH system - particular role in that shobél
played by the National Council for Safety and Healt Work. However, due to the fact that 2005 dxktional
OSH programme still was not adopted, in NC commatioa to all social partners (in January 2007), sigded
by the former president of NC, strong warning wssued about serious institutional shortcomings lamd
priority OSH was receiving from the relevant govaeent bodies. In March 2007 new members to NC were
elected, after the previous ones’ mandate had etapsopefully with greater impact!

While, very slowly, new institutional framework rfalealing with OSH is emerging on the national
level, giving reason for some optimism regardintuffe performance and financing of the OSH systens i
important to note that on the industry and firmelevchanges are quite uneven. On one hand, igisgedrthat
employers are becoming increasingly aware of ttesiponsibilities (particularly those associatechvGEA); on
the other hand, ‘within the present OSH systemetin@loyers are not financially motivated enough rtonmte
safety and health at work’ (Mar@vR007). For trade unions OSH ‘is not the first lsytundoubtedly, one of the

64



top priorities’ (ibid.). Yet, while both employeend unions are present on the NC, ‘cooperatiorherbipartite
level’ leaves much to be desired; as ‘in collecthnegotiations very little attention is devoted toegtions
connected with safety and health protection.....ctille agreements only call for respect of the O8id &nd
guote some of its regulations’. (Marovic 2007) Oty CAs on this issues have been signed so far.

Recently adopted major institutional reforms makssgible important and real improvement. But
credibility and enforcement will remain as criticad it was in 2005 when a large group of leadinga@an
experts agreed that ‘regulations on occupationalicire issues, that is on health protection at wark not
enforced in a satisfactory wa With formally complying with regulations on wogdaces dangers, but with
substantially insufficient health monitoring effogrotection of workers’ health may not be achiéveguskin
et al. 2006) The same may be said on safety piotees well. Major policy challenge is to link-irogitive
incentives to enforce regulations, and credibitifysanctions for not doing that. Of course, to aehithat, it
takes much more than nominal harmonisation with/ BLO standards, directives and advice.

3.3.7 ACCESS TO TRAINING

Better educated tend to have higher wages, graatetonger LM participation, higher employabilitych
face smaller risk of unemployment — as it is troedther countries, it is true for Croatia (Babt al. 2007, 32-
35). However, Croatian educational system is camsid as not well adapted to the needs of the ‘kedgéd-
based economy’ (Lowther 2004). Enrolment ratesl@ner than in EU-15 (So&i2004). The average years of
education Croatia five years old are expected teive is four years below the average OECD couatérp
(Babi¢ 2005).

Vocational educatiorns ‘the most problematic because enrolment pddicgl the occupational catalogue
are insufficiently harmonised with the needs of tabour market’ (Baldi 2005, 101). European Training
Foundation report recommends building new goveradramework for VET (with increasing capacitiesttze
local level) and curriculum reform: ‘most of theeecupations are too narrow, the training for thestao
specialised, and they hardly reflect the skill reefl employers and the requirements of a modern VYE&
lifelong learning perspective’ (ETF 2003, 20). Retbethe government’s expert group proposed, asqg@arET
reform, reducing number of occupations from 350.%98. {jesnik, 29.8.2006)mportance of these changes is
particularly big when taking into account, analyssatlier in this report, major structural problenfslabour
markets: high youth unemployment associated witlsskismatches.

In higher educationstructure of enrolment is considered sub-optiana efficiency is extremely low:
‘only 1/3 of graduates get a degree’ ($08004). Those with university degrees, in spitegeferally better
position on the LM, often face difficulties in gety employment — less than 50% (among registeri f
employment in one year time or less. (Bagi al. 2007, 36) This indicates that structureemfolment is not
well adapted to LM developments and demand — cgusists both for individuals (including employmeiat
related to one’s received education) and for spcigtlarge. (ibid.) With the 2005 introduction obBgna
process fundamental reform has started:; its impaob early to asse$$.

Life-long learning is extremely lowwvhile in EU 15/25 in 2004 10.3/11.1 of those oldean 25 were
taking part in some form of education and trainimgCroatia it was only 2% - in 2002-2004 thereswe
appreciable change (CBS LFS). In 2005 — 2.4% an@0@6 — 2.2% report taking part in some form of
education/training (LFS, 2d halves). Too little inEentives or funds have been provided by the gowent
(exception are some specific government’s progrdotal levels’ and CES programs, Outline, 2006; HGK
2005); but, hopefully, there are signs that thishianging.

Croatian Employment Servige responsible for providing training for the uroyed. However, funds
to realise CES plans are insufficient. Numbersrmtespectacular but hopefully improving: In 200&ining for
employment was organised for 495 unemployed - 2@fwhknown employer, 66% for unknown employer in
the local partnership system, and 7% only with siameous employment (when employer funds 20% dfitrg
costs)(CES, 2005 AB) — mostly it was related topitadity (152), construction (100), shipbuildingdasimilar
occupations (60), in addition basic PC skills —.100 2006, 1819 persons were involved in educationa
(re)training programs — out of this 675 (37%) faknown employer, 985 (54%) for unknown employetha
local partnership system. Out of this 1819 perso8%8 underwent programs in basic PC using skilts 265 in

4 First two years of the process were compromisedibiyg enrolment advantages to children of waexams with an effect of serious
increase (above planned and above Bologna benckrfarktudy groups) of enrolled students at mawylfees. However, more important,
in long-term, is changing incentives in quasi-m#skehere, due to lower costs per student, supplpwf of quota) places (with students’
participation) is much greater in social sciena&s$ lrumanities (Babiet al. 2007)
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basic foreign language skills, much less took paowr in occupations (hospitality — 214; constructioh21,
textile — 88...)(CES, 2006 AB).

In the context of active LM policies, and in contiec with Nationalemployment action plan 2005-2008,
additional training activities have been occurriiigce 2005: in 2006 CES co-financed training fob pérsons
(for known employer) and 873 persons (for unknowmpyer) — much below planned numbers (1126 an® 270
respectively; real payments were also much belamn@d ones). In 2007 — 792 persons for known eraploy
(out of this — 85 new employment, the rest keepiregexisting one) and 2960 for unknown one werbided in
training/education co-financed or financed by CERally, under the National Program for Roma, l4spas
were included in training — both in 2006 and in 200

While these changes are most welcome, includingeldeing partnerships with local governments,
Croatian expert and former director of CES findpenditure on ALMP low, beyond 1% of GDWith too little
focus on training and skills developmeahd more on job subsidies; altogether there iig httle evidence of
integrated policy approach. (Crnkéwozat 2006b) Another expert (in our communication) peitd lack of
systematic methodology in following deficits on tlabour markets; still improvisation prevails. Théswhy in
the recent government's pre-accession documenttressed, as strategic priority — ‘strengthening and
modernising the Croatian Employment Service...CEStrstrengthen its support service and delivery to jo
seekers as well as to unemployed and disadvanta@#RD 2007) However, developing ‘culture of evdioa’
(JSIM 2007) seems essential — if increasing numisgrsiot be primarily bureaucratic self-servingtrument.

Research shows that in maatterprisesunsatisfactory is human resources function cornegrtraining
and skills upgrading. In 2003 surveyed were 33dhdirfound was that 'Croatian companies mostly inires
additional training for and the development of emyples with university degrees’. 46.6% did not invies
additional education of their employees; 83.3% dithvest at all in those with the basic educatiamng 48.4%
in those with secondary qualifications and colldggrees (Poloski Vokiand Frajlé 2005, 71). Croatian firms,
in general, ‘do not invest in the enhancement efdbmpetitiveness of their employees ... less it of the
employees ... underwent additional educatiahid( 71)

Recent research on HRM (Poloski Vékind Vidovi 2007a), confirms the above picture. While research
(based on a 2005 survey of the sample of firms eyipy more than 200, with those above 500 beinglsth
out for a comparison with results of 2001 survegings to general improvement in a number of indicaton
HRM function in Croatian firms, yet it is ‘still naleveloped enough’ (in relation to best world pica; but to
best national benchmarks too) to be ‘a solid grofordachieving competitive advantage through people
(Poloski Voki and Vidove 2007b, 13).There was no progress in relation to employeesining and
developmentin 2005- 34.3% in 500+ (27.5% in 200+) employeceieed additional training vs. 36% in 2001
(500+). Share of firms which increased in last fars their training/education budget in relatiomperational
costs was 46.9% (36.2% for 200+) vs. 71.8% in 260durs of additional education/training/developmpat
employed decreased too — from 19.7 in 2001 to 14.72005 (12.7 for 200+); hours of additional
education/development per additionally educatededesed too: from 53.4 in 2001 to 30.2 in 2005 (38.2
200+). Share of employees included in the careerag@ment system increased from 5.1% to 7.8% in 20¥b
in 200+) but share of firms in which all employes® included in the career management system dectea
from 4.8% to 2.9% in 2005 (2.5% in 200+). The aushfind these data significantly below levels founcdld
and new EU member states (they quote research &fjiksand Atlas, based on Cranet_E surveys whitlbvic
HRM in EU — in 2001 share of additionally educatdployees was 46.6% in old and 69.7% in new member
states - and conclude that ‘situation is worrisoiioloski and Vidow 2007a, 411)

In the fourth EWCS, 22.8% reported that theywe undergone paid-for training in previous 12 mhan
which is lower than EU-15 average — 27.3% and EYNNMS) average — 25.6%, but much higher than amgrou
of southern and eastern European countries (waheshbelow 20% or even below 10% - Bulgaria andkdy:
While inadequacy of job-skill match — i.eeed more training was reported by 13.3% only (similarly to EU-15
- 13% and EU-10 - 14.9%) lower is share of those fuhd their job/skills match as corresponding wéB.4%
vs. 52.2% in EU-15 and 54.3% in EU-10. (EWCS 2007)

In the firms | visited(Franicevic 2007a, b) was only one with a systematic training (with good
opportunities for managerial staff only), alongwiiRM function developed; some offer their ownniag (or
in co-operation with CES) for occupations in lowpply (e.g. shipyard and construction firm) but not
systematically. In all firms shared were complaiotslack of important occupations and skills; butrries on
their future availability too. Particular stresglmat was on vocational schools.
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The importance of education and training reforms20¥0s has been recognise&tlults’ education, life
long learning and on the job trainirentered ‘rhetoric’ of policy makers (Ziljak 20059)8 However, major
institutional and governance deficits still exisin important effort in addressing them is 2004 goweent's
Strategy for adults' education, and February 208@pton of the Law on Adults Education, establighin
foundations for new system for adults' educatioseldaon lifelong learning concept (Outline 2006).eAgy
(operational, established in 2006) and Councill{iding social partners and constituted in Janu&@@82 for
adults education should be in the centre of politgking. In secondary education, 'State Matura'esd
introduced as well as reform of VET. Eventually, olh educational system will be reformed followirtget
2005-2010 Plan. However, success will very mucteddmn actors’ incentives and capacities.

Skills mismatches (but long-term unemployment r@sgitoo often with de-activation) seem to be among
the most important problems of LM developmentsytimake both workers (including those still at sdepand
firms vulnerable: first to low employability and/arferior one, second to potential loss of compatitess. In
increasingly dynamic global settings employers’sgtges to increase labour force flexibility shobédmatched
with possibilities for and capacities for (re) tisig and LLL — to this major challenge | shall metin Ch. 6.

A welcome step to encourage employers to investh@ir employees education and/or training is
October 2007 Law on the state supports for educaia training Qfficial Gazette 109/07). Both expenditures
in general education and for the job-place specifie have become tax deductible — this appliesatiscand
business firms (small and large firms are diffeietat). Applicable tax deductions could be incrdasetwo
cases: if beneficiary is eligible foegional state supportsand if education/training is intended for partatly
vulnerable groups- e.g. those below 25 without regular job, thogh wmvalidity, long-term unemployed, aged
(45+) without secondary (or vocational) educatamd those employed after three years of break tfeoge who
were using 3 years parental leave). The Law becapsgational since November 2007 — already in 2008
entrepreneurs will be able to realise supportsefgrenses in 2007. Of course, the most importatitas both
sides — employers and employees recognise the femmar of additional education and training for theutual
benefit, that is ‘pull’ may not be enough withotriosig ‘push’ factors.

3.3.8 Perceptions: permanent attainment deficit butelatively high job satisfaction

Workers' situation has changed subjectively toosdech onjob-related attitudesshowed marked
increase in utilitarian values, particularly comdag the importance of good earnings and employreeatirity
(Masli¢ Serst et al. 2005).In the 1993-1997 perio@ll nine aspects of jolfinteresting job, advancement
possibilities, pleasant and supportive co-worké&as, pay, adequate pay for a decent life, good rgameent,
good working conditions, participation opporturstigob security) received high values (more th&nch the 1
— 5 point scale), with adequate pay, able managemmah fair pay receiving highest values. Howevére *
perceived attainability of most job factors wasremxtely low, indicating a profound deficit in the need-
satisfaction (my italics) (most important aspects were belo®)2This discrepancy was ‘particularly great for
the pay’. (Mask Serst and Sverko 2000)

During the 2000-2004 perigdeach year between 147 and 238 persons, almast dtbbcounties, were
interviewed. All nine aspects are found very impott but, again, theaittainability was rated much lowgbut
there was an increase in their values (from 0.00.36) compared to earlier period (with good paeigng just
2.84 and participation opportunities 2.82). The tmsignificant increase is in importance of employie
security, but in intrinsic values too (participatjopleasantness and support of co-workePspnounced
attainment deficitpoints to the precarious position of the workehisTis particularly reflected in greater
importance being given to employment security i@ second period. On the other hand, increase iimsidt
values may be indicative of generally better caodg of the early 2000s. (Maslberst et al. 2005)

There is discrepancy between low attainment andspisfaction in both periods. In both periods job-
satisfaction was judged in positive tervery satisfied or satisfied) and neutral (neither) with very small
proportions of those who are (very) dissatisfiedtviieen the periods, there is also an increasetisfaaion,
reflecting better economic conditions and high&iament of job related factors. It was suggested telatively
high job satisfaction could be explained by thediasatisfaction’ — ‘the referent others are vemnychin the
same situation’ while the second period’s incressigjectively reflects improvement of economic cdiodis
(Masli¢ Serst and Sverko 2000, and MaslSersé et al. 2005). It may be added that, in the contéxgreat
unemployment, particularly for some groups, co$tesing one’s job are high — people often say thaé must
be happy to have a job at alpdr sea source of satisfaction). Survey of 334 compairie2003 showed 4.8
absenteeism rate ‘which is deemed low’, but ‘fdfadismissal’ may be present (Poloski Vékind Frajlé 2005,
68 and 74). Differences in exit options (highestdducated) may be reflected subjectively too.
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Namely, not representative on-line survey from J20@5 offers bleaker picture (n =1577; probablyreve
represented were younger, educated and urban bmpish very satisfied or satisfied were 35.6% ifagja
60.8% in above, 2004), dissatisfied 25.0% or veissatisfied 37.4% (against 11.7%)! (See Table 2)3.1
However, confirmed is (in terms of various factorslative importance) the highest ranking beingegito
wages (rank 1) and employment security (3), bub d@ts some intrinsic values like potentials for e
development (2), feeling that own potential ardised (4), relations with colleagues (5). In aduiti only 33%
find themselves adequately paid for job done; @496 find their actual position adequate to theiteptals;
and 38% feel to be realising their potentials. (lM®05a) Again, indicated is high attainment defiditt
interestingly here reported surveys indicate highteainment in private sector. Certainly, largesei@ch with
representative sample is very much needed (M&glist et al. 2005).

Table 3.3.10: Job satisfaction — surveys compared

very satisfied satisfied Neither satisfied nosdissfied dissatisfied Very dissatisfied
1993-97* 10.3 43.3 29.6 13.1 3.0
2000-04* 12.4 48.4 26.5 9.5 3.2
2005** 7.2 28.4 27.1 25.0 12.4

Sources*Sverko et al (2000 and 2005); **Moj posao (2009gte samples are very different, just for illustrativerposes

Fourth EWCS finds that, in general, 71.9% are Batisor very satisfied with working conditions;
lower than EU-15 — 84.8% and NMS — 77.2%. Howewarsome important dimensions Croatian workers show
greater satisfaction than NMS average is but lavan the EU-15 one. For example, 39.6% repmtte well
paid for the work they do against 47.0% in EU-15 buf028.in NMS.Prospects for career advancement at their
jobs find good 26.3% - it is below EU-15 — 33.0% butoaed® NMS — 23.9%. Feeling of job security is
comparatively high as well: 19.4% report that tineght lose their job in the next 6 months, agaitiki3% in
EU-15 but 25.2% in NMS. (EWCS 2007)

UNDP Croatia 2006 quality of life survey (basedE@LS) confirms the above and provides additional
insights:prospects for career advancement at their fioldl as good 25%; this is close to EU-10 - 26%|buter
than EU-15 - 36% (however regional differencesiamgortant — from 12% to 34%). Further on, 33% feebe
paid well(regional 13% vs. 43%); this is between EU-10%24nd EU-15 - 43%.

Importantly, regarding perceptions on all dimensimf quality of job wide are regional differences
(between 21 counties and City of Zagreb) - typic#ifie maximum share on some dimension is twicehef t
minimum one): this strongly points to the neededgarch that will integrate industrial dimensiothwerritorial
one — in order to get both more precise pictureraate relevant and contextualised policies.

Perceptions widely differentiat@long occupations/positions, gender, age, edutgatand firm
size...Typically positive attributesare more often givermmegarding career advancemehy highly educated,
professionals and managers, and self-emploseghrding pay— by highly educated, self-employed and those
working in SMEs;regarding work autonomy by those on permanent contracts, living in senatbwns, aged
above 50, highly educated, working in small firraed particularly by self employed and farmers. @ ather
hand, negative attributesare more often giverregarding demannds and streby permanently employed,
highly educated and self-employed; regardiraggking at tight deadlinessy non-manual workers; and regarding
unhealthy and unsafe conditioby those with primary education, working at lafgens, manual workers and
farmers (UNDP 2007, 49

3.3.8.1 Bullying on the way to be recognised as axk related problem

For most of Croatian workers, level of job satisfat seems to be quite high. Yet, work and working
place may easily become a locus of conflicts, glalshibuses and harassment. It seemsGhazatian workers’
exposure to such behaviours is above European gesraand this is increasingly causing concern butesom
action too. Fourth EWCS is indicative: shares lodse reporting being exposed to physical violence a
harassment are on all dimensions, but age disctinim, higher than both for EU-15 and NMS (EU-10)
averages: 6.5% reported being in last 12 monthigsidal tothreats of physical violendgs. 6.3%/5.2% for EU-
15/NMS); 2.5% tophysical violence from colleagu€gs. 2.1%/0.8%); 5.1% tphysical violence from other
people(vs. 4.6%/3.5%); 8.2% tbullying/harassmenfvs. 5.4%/3.8%); 2.8% tanwanted sexual attentidns.
1.7%/ 2.2%) and 2.9% age discriminatiorfvs. 2.6%/3.2%). (EWCS 2007)
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As the CHII data show, after musculoskeletal disssd mental disorders are (together with work
accidents) the most common causes dmk leaves A notable psychiatrist confirmed thatress-related
symptoms are increasingly bringing the employed atlihics (Slobodna Dalmacija28.8.2006). Many believe
that theworkplace has become more stressfud data from a number of countries points t@clelationship
between stress, absenteeism and work disabilitfGE 2007, 20) An online survey (n=474) showed 8%
of people would willingly accept a lower paid jobthvless stress (some report family priorities, soane ‘at
their wits end’); an additional 35% would accepbwer paid job on condition that the reduction dit exceed
10-25% of current pay, while 29% would not accehsan offer at all (‘there is nothing like lowess job’,
but ‘money pays the bills’). In spite of its unrepentativeness this survey indicates that stresstienly quite
common but is also perceived as harmful for emmey@MP 2005). In my interviews in selected firmapt
major sources of stress emerged: (i.) attributabl@ressures exerted by those positioned highethegob
ladder, and (ii.) caused by ‘attainment deficittgRicevic 2007a,b)

Exposure to bullying (or mobbing) is strongly asated with stres. (Hamandia 2006, 287) This has also
been recognised in Croatian debates on ‘workpladlyibg’. Its victims often suffer from various pskic,
emotional, physical and behavioural conditions: BTS often diagnosed. (JakBegic et al. 2003 — being
psychiatrists they report ‘growing numbers of dglooking for help due to bullying at work’). Arssociation
helping the victims of bullying was formed in 2004ww.mobbing.hr), raising public awareness of thgues
involved. Some women’s groups regularly point taus¢ harassment at the workplace too. The govermen
Offices for Gender Equality, and Human Rights dmlgarliamentary Gender Equality Committee haveinec
interested, as have a number of public health tingins. (Also see section 2.3.2.4 on gender-rdlate
discrimination)

The evidence is indicative. The new associationbeen approached by many victims from across the
board: from cleaners to university teacherggnik 25.10.2005). The 2002 field research found tletvben
15.4% and 53.4% of the sample (n=700) had expertbaome sort of bullying. Men are more exposetiresats
or physical assaults, women to sexual harassmewpthiatric problems associated with work were rtgmbby
37.7% to 54.8% of workers; it is unclear what pntiom can be attributed to bullying (Kokt al. 2003, 16).
Online research showed that among 812 persons atidetl to participate, 84% had been exposed tchjpslc
abuse at work (Posao.hr, 2005). Questionnaire dyig in the association for bullying preventioras/filled
by 1152 persons in April to December 2005 periat)% were women, those with higher education remorte
often (48%); about 50% were with the same empldyemore than ten years (Outline 2007)Very recerdly
conference on bullying, president of bullying vies’ association (an NGO) said that each day 4-18 ase
being received by the work-place harassment victi(psrticularly vulnerable are single parents)
(www.javno.com/hr on Dec 12. 20p7

This indicates that the extent of bullying may e large; howevetgegal protection and public policies
to deal with it are considered inadequateven if the Labour Act forbids discrimination amychical
molestation), and new regulations are asked for.3dbol, president of the Gender Equality Commitpegnts
to the importance of raising public awareness,disb of legal action which would produce ‘new léafion,
because we believe that what is laid down in thistiey laws is not recognised as bullyingslés Istre
18.3.2005). The lack of credibility of law enforcent makes victims even more hesitant to speak maitsaek
protection — this is one of the reasons why thelsishment of a Court of Labour Disputes shouldségously
considered too (Bodiroga Vukobrat 2005).

Recognising bullying as a ‘work related probleriviqd.) and developing a network of supporting public
institutions where victims will be able to find pehas also been suggested. Particularly imporexgerts
believe, is to sensitise employers to the issueslwed, such as the potentially detrimental effeftbullying for
productivity and efficiency. Importantly, througlisdussions on and activities related to this issil, society
groups are becoming relevant actors on the labalitigs scene too. In cooperation with members of
government and parliament bodies, an Outline ofLéhe on Prevention of Harassment at Work (March7J00
was submitted to the Parliament — it will probably discussed in 2008 making Croatia among raretdesn
adopting a special law on bullying. Presently, théour law provides, however — imperf8ctegal protection —
more than 100 cases have been filled with couidsnfi2003 but none has received final court decision
(according to Ms. Apostolovski statement at recamtference on bullying, on www.javno.com/hr on D&
2007; also in Outline...) The Outline’s intention tis provide protection for all employees by follogin
categorisation and definitions from 2004 Europermtework agreement on work-related stress signiucea

4 In Outline (2007), it is claimed that the Laboawl does not encompass all sources/causes of woekpiallying (it is more oriented
towards preventing discrimination); makes potentieims’ use of law too costly, and gives too myxchtection to employer)
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European unions and employers confederations/agsnts (on http:// ec.europa.eu/ employment_sowals/
2004/ oct/ stress_agreement_en.pdf)

This increasing involvement of civil society (cunGRs) is certainly redefining the politics of wornk i
Croatia and broadening (but questioning too) trawt tripartite approaches to it. If the Sundaguss (as
discussed in section 3.3.2.1) is about extent @ftlarket, bullying is about the interpretation @ponsibilities
of the sides in the contract during its executitihthe Sunday issue reflects challenges of traditio
postsocialist ‘modernity’, here it is modernity fdourse of human rights entering the work placejchvh
challenges tradition of submission, compliance sitehce; but of high paternalistic expectations there is a
lot of unused scope for civil society involvemea was clearly shown in the asbestos case (Sdtonit
Vranjic) too.

4. SOCIAL PROTECTION SYSTEMS AND COVERAGE

4.1 Some general trends

Croatian social protection systerssll bear the legacies of the Bismarckian soitialirance and health
care systems developing from late"18nd early 26 century and of changes brought about by the sstial
system (universal health care coverage, univergblip education, professionalisation of social wakd
assistance through network of Centres for SociatkNESW), with some scope for non-governmental ithar
allowed) (EIZ 2006, x). Due to such legacies, ‘G@iaocial protection scheme is largely insuranaseld with
rights related to contributions made during empleymsupplemented by certain direct central budgedifup’
(ElZ 2006, 78)

In the post-socialist period evolution was undeinimediate crisis management impact (war, refugees
dominating 1990-95; (ii) typical transition-relateeforms impact (very much under the influencehaf YWorld
Bank thinking and advice) dominating 1995-2000; 4dfiiJ europeisation impact, increasingly becoming
influential in 2000s, and particularly after Cr@atiecame a candidate country. In 1999, Croatiadigiuropean
Social Charter in Strasbourg, in 2002 Croatianigeugént accepted a Law on confirmation of Europeacich
Charter with additional protocol©fficial gazette International contracts 15/02.); it committeceitso be bond
by obligations from articles 1, 2, 5-9, 11, 13, 18,and 17 of the part 2 of the Charter, and hglast 1-3 of the
part Il of additional protocol; by March 2003 itma into force. First Joint Social Inclusion Memagtam
(JSIM) between EU and Croatia was signed in 2007.

Early 1990s brought majopressures due to the war and social emergencieseiited (refugees,
displaced, disabled etc., leading to emergencyabqmogramme. Social cards were introduced: 5.4% of
population had such cards in 1993 (EIZ 2006, 23-3#nultaneity of war withand transition reformsleeply
affected Croatia’s transition path (Fréewic 2002; Franicevic and Bicanic 2004), leading tantltic increase in
unemployment, dramatic increase in unofficial esogppblack-work, non-paid work, or work without saki
contributions being paid timely or not at all.

Table 4.1: Employed receiving all three benefits: ages, old-age and health insurance (%)

1998/2 | 2002/2| 2004/2 2006/
Total 78.7 82,0 83.9 85.0
Public sector employees* 96.0 95.9 99.1 99.1
Private sector employees 93.3 96.2 97.0 97.8
Self-employed 44.5 52.0 48.9 53.9
Helping family members, short term contracts and aacount workerg 4.2 5.3 4.1 5.9

Source:CBS-LFS; Notes:*includes sector in transformation;

Table 4.1, above, based on LFS, illustrates imprmms (most notably in the private sector)
concerning security of workers (in terms of recajviwvagesand full insurance; including pension, health and
unemployment insurance), but also the fact thatesgmoups of employed are, due to lack of insurance,
vulnerable to risks of poverty and no/poor healtbtgction. Enjoyment of full benefits is the smatléor self-
employed, and particularly for helping family memdband/or those on short term contracts/own account

Not surprisingly, with the above legacies and press, Croatia still has comparativeligh share of

social (protection) expenditures in GD&nd particularly high share of non-health sose&durity programmes in
total social expenditures (64%, EIZ 2006). Social &ealth insurance absorb more than 80% of tla $otial
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protection expenses (JSIM 2007). In an ILO compagastudy on South East European countries’ social
protection spendinggiven is structure for 2003t is highly indicative: 51.2% for mandatory p@rsinsurance;
29.4% for basic health insurance; 1.7% for unempleyt insurance; 5.7% for protection of war veterand
their families, 0.3% for rights of displaced persprefugees and returnees, 2.9% for rights on thasaof
special concern; 3.3% on child benefits, 2.7% fmria assistance in competence of central govertin2er

for social assistance in competence of local aitther(data on maternity benefits for unemployedhacs were
not available; nor for social assistance on thentolevels) (ILO 2005, 77-78). In 2006 central gowaent
budget, in total social benefits expenditures —7 8. went to pensions; and 19.1% to health expersdity
altogether more than 84%. (MFIN, Annual report 2084

Tables 4.2 and 4.3 below show that Croatia i$ lsigcial-expenditures country, yet with tendency of
slowly decreasing social expenditures’ share in GE¥Table 4.2 below shows, social protection'selatotal
budgetary central government expenses (accordingR8 2001 functional classification) is high — abund
40%, though slowly decreasing, while shares of theahd education expenses remained stable — ahdrou
14.5% and 8.5% respectively. Shares in GDP, howeskghtly decreased in the 2002-2006 period
(characterised with strong GDP growth): from 17.892002 to 15.2% in 2006 - social protection; frér% to
5.6% - health, and from 3.5% to 3.3% - educatiosbl& 4.3 shows that central government expenseslycle
dominate over total social expenditures, with tewge of decreasing their share in GDP. While local
governments’ expenses' share in GDP increaseddsrably (from 0.19% in 1999 to 0.41% in 2006),asmot
been enough to prevent falling, but it did slow-dowverall social spending's share in GDP. Behirghdrends
concerning expenditures, but composition and efficy too, have been, besides strong fiscal pressure
international organizations’ pressures too. By émel of 1990s social spending has been coming uiheer
scrutiny of IFOs (IMF, World Bank), 10s (EU, ILO,NDP) — pressures for further reforms are strond, bu
resistance to them too.

Table 4.2: Share of social protection,health and egtation expenses in total central government expees,
and in GDP- by functional classification, 2002 — 2B, in %

2002 [ 2003 [ 2004 | 2005 | 2006 2002] 2003 2004 2006 2006

CG budgetary expenses — total, shares Share in GIP

TOTAL EXPENSE/GDP in | 74171 79130 | 8479 89686 97 858 181231 198422 98314 231349| 25059(Q
000 HRK;

Social protection 43.4 42.2 41.1 40.9 38.8 17.8 816.| 16.2 15.9 15.2
Health 14.4 14.7 15.0 14.4 14.4 5.9 5.9 5.9 5.6 5.6
Soc. Protection and health 57.8 56.9 56.1 55.3 53.2| 23.7 22.7 22.1 21.5 20.8
Education 8.5 8.6 8.5 8.5 8.4 3.5 3.4 3.4 3.3 3.3

Source MFIN, Annual Bulletins 2005 and 2006 (Table 7nek); GDP at current prices; In 2005 average CNiBéglium exchange rate was
7.40, and in 2006 — 7.33 HRK for 1 EUR.

Table 4.3 Share of social protection and health expenses inOFP- by functional classification,
consolidated central government and non-consolidatlocal governments*, 1999 — 2004, in %

1999 | 2000{ 2001 2002 2003 2004
Health 7.2 7.5 7.2 6.7 6.4 6.6
Social insurance 16,3 165 169 160 139 1B.6
Social welfare 2.1 2.1 2.0 1.8 2.7 2.9
Other costs of social ins. and soc. welfare 0.5 0}50.4 0.5 0.6 0.6
Total social insurance and care 18.9 19.1 19)3 318 17.2 | 16.8
Total 26.2 26.7 26.5 25.0 23.7 23.4
Local governments only* 0.26 | 0.22| 0.25] 0.53] 0.54 0.58

Source MFIN, JSIM 2007;Note GFS 1986 methodology; GDP at current prices; restimate; with 2002
based on 53 greatest units of local/regional gavent included (making 70-80% of total local gvtpexses)

In social protection expenditures greatly dominsteial security ones, yet with decreasing share in
GDP, similarly to health expenditures, while inea has, even if slightly, share of welfare affainsl services.
Important is to note an increasing share of localegnments expenses (continued in 2005 and 20G8sat
concerns social protection only; particularly aféet by their increased involvement in welfare ssdf and
children/family protection to which | turn latt&f) Unfortunately, while these data is clearly impetffor more
detailed analyses, Croatia, even if committedttth fesn’'t adopted and realised an ESPROSS clessdn.

8 various welfare expenses by 53 largest local guits almost doubled between 2002 and 2006 (frofr@Blion HRK to 617 million
HRK — Mfin, Annual reprot 2006, Table 19 (annex¥éd on 53)
47 According to table 4.2 approach, they have risebi64 in 2005 and 0.67% of GDP in 2006 (estimabéfully reliable)

71



4.2 Social welfare

Social welfare systeris characterised with high level of formal soaights’ and well-developed system of
Centres for Social Welfare (there are 80 centréth 24 affiliations) as well as with high level pfofessional
training of social workers. (EIZ 2006, 90) Its ewmtbn strongly reflects path dependencies relategotialist
system, war-related path dependencies and effontsf@aming, under the impact of international itgtons
(World Bank assistance for exampPleCARDS project’; see also World Bank 2007b). Another important
influence is de-etatisation of social welfare seegj introducing on an increasing scale, as prosjd@ivate
entrepreneurs and non-for-profit organizationghk 2000-2004 period, for example, 73 new norestarsing
homes, out of which 47 were for elderly and infipersons were established -37 out of that were lesteld by
private persons. (Jégvic 2005)

By the end of 2004 — 257335 persons or 5.8% optpulation received some social welfare assistance
from the state (Jdevic 2005). In 2004, 1.03% of GDP was spent on socé&fare through MHSC; in 2005 -
1.00% and in 2006 — 0.96%. Most was spent on inceupports and compensations: 0.59% of GDP in 2000;
0.70% in 2003; and 0.64% in 2006. Table 4.4, beloprovides available data csocial welfareexpenses
administered by Ministry of Health and Social cgfHSC). Growth in numbers of recipients (2002-2004)
reflects changes in eligibility rules, widening noen of those eligible to receive the support: bage was
raised from 350 to 400 HRKand children allowances were exempted from thdiapp’s income calculation
(however, by the end more stringent regulatiorhiat respect was in some cases applied, hurtindiésmuith
more children; Jwevi¢ 2005, 352). Most among recipients of permanenpstp the most important social
welfare program, don’t have any other income at-alh 2004 such were 92.4% individuals and 95.7% of
families).(ibid.) Also, with 1999 some rights atted to pension insurance system were, for ‘new'sipeers
transferred to social welfare system. However, \2@04 decreasing is a humber of income supporpiexus
reflecting improved economic conditions but alsegpiag the income base of 400 HRK unchanged. Acogrdi
to the new Government Coalition Agreement (Jan2@@8), this base should be increased to 500 HRKh Wi
growing inflation pressures, Bafs proposal for inflation-adjustment regulationcbmes even more important.
(Babi¢ 2007, 83)

Table 4.4: Social welfare in Croatia 1998 — 2006:sers and expenditures on permanent supports

1998 2000 2001 2002 2003 2004 2005 2006
Number of recipients-persons* 179.990 | 221.646| 235.250 | 244.245| 257.335
Base Indexes 100,0 123,1 130,7 135,7 143,0
Chain indexes 100,0 123,1 106,1 103,8 105,4
Share in population 4.1 5.0 5.3 5.5 5.8
Share of state expenditures in GDP 1.29| 1.30 1.03 1.09 1.03 1.00 0.96
(1.29)* | (1.32) (1.17) (1.22) (1.19)
Share of income and other supports 0.59 0.65 0.69 0.70 0.69 0.67 0.64
in GDP
Permanent income maintenance | 72160 93472 112034 | 121778 121515 | 120916 119470 112508
allowance recipients***
Number of households 44413 50406 53119 526%6 52513]
Share of unemployed 45.8 45.3 46.1 45.7
Expenditures for permanent suppdrt203 481 501 500 498 480
in 000000HRK
Yearly/monthly average HRK 2816.9/ 3950.8/ 4138.6/ 426455/
235.7 329.2 344.9 355.4

SourcesJukevi¢ 2005 and MHSC (2004 and 2006 annual statistigadrts); Notes : * Calculation includes multiplehtg recipients only
once ***end year; **(in brackets if costs of decealised welfare functions; mainly old age homes)iacluded; In 2005 average CNB's
medium exchange rate was 7.40, and in 2006 — 7R38 fdr 1 EUR.

8 State social protection system includes an arfay7arights/benefits (15 are material: 6 in caslin 4ind and 5 in services; 2 are non-
material: different counselling services). aui¢ 2005, 351)

4% Stubbs and Zringk 2006 analyse social policy reform processes sirv that, while the World Bank priority was rechugitotal
spending on social benefits (from 4.1 to 3.5% ofR}Owvhilst increasing the share of best-targeted rmedns-tested social support
allowance, effects of external actors when theeenar particular internal drivers of change — amgtéd (pension reform in that respect was
very different). Yet both reforms show strikinglgw importance and influence of the European Uni¢®tubbs and Zrirsgk 2007, 17)

0 These processes were also under the impact ofeflomal policies looking for co-ordination of sdciecurity systems’ in Western
Balkans region (under the CARDS Regional PrograrBadykovic, 2007).

51 According to applicants characteristics a scaleatss is being applied on the 400HRK base (In 28@5age CNB’s medium exchange
rate was 7.40, and in 2006 — 7.33 HRK for 1 EUR).
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Importantly, concerning permanent income suppat,maintenance allowance, in 2004 - 45.3% were
unemployed but capable of work; and in 2006 — 457%or many unemployed, due to low coverage and
duration of unemployment benefits (see below) ithizitical source for reducing poverty risk.

Regional aspect is again important: in 11 counfm& of 20 and city of Zagreb) shares of those
receiving income supports are considerably highanttheir share in population — following develomiad
differences, but war-related ones.

While the EIZ (2006) study points to numerous wesdges (complicated benefit system; category-
based not needs based; hard to get out of povmstgaucratised; low levels of funding of social &f#s; poor
targeting of benefits; welfare parallelism — goveemt and local authorities; no quality standardsorp
monitoring and evaluation), the social welfare eyst such as it is, significantly contributes goverty-risk
reduction Based on 2004 data, average amount of permarelfdares support (344 HRK in 2004) is 38% of
poverty risk line (if monetary and natural inconseimcluded); however, there are recipients recgiwther
incomes and/or social supports too. {&ui¢c 2005) Still, it may not suffice to ensure a miniméor decent life,
even if its contribution to poverty alleviationusry important - as Table 3.2.8 (section 3.2.7l@xdy shows.

Babi's calculation shows that 10% poorest householdsalabout 36% (in 2002-2005) from social
transfers (old age pensions not included) — sdcaaisfers contribute to alleviation of poverty ascbnomic
inequalities he concludes. Yet, there is a lot afpg for increasing efficiency of the system angbrioning
overall social transfers policies (Bak2007, 74). As the World Bank study suggests, a@ushiallowness of
poverty profile of Croatia, with even modest in@efelocation of resources, but intelligent polcéend proper
targeting (to most vulnerable) significant reductim poverty could be made (World Bank, 2007a). dor
precisely, in the case of perfect targeting, Idtiall poor out of poverty...would cost only abou?% of GDP".
This amount could be achieved by ‘restructuringhef overall social benefit envelope, to which Ciadevotes
3.9% of GDP but out of which only a small fractiiih26% of GDP) is spent on poverty benefits’. (VddBlank
2007b, 5)

The World Bank May 200Progress Reportlearly states that main goals should be ‘ratisedl cash
social benefits’ through ‘consolidation of cash iabdenefits programs and reduction in share of GDP
‘Improved targeting through means-testing for iased share of social benefits’ is considers asntake
(World Bank 2007b, Annex b9) Croatia’s NationapBlation Policy, adopted in September 2006, isoisid
as being inconsistent with agreed upon (in conarattith a country assistance program) reform sgsaté is
projected to increase social benefit spending hYr#epercent of GDP in 2007°.(WB 2007b,Annex B9).

While various social benefits programgome 40 programs administered through a number of
ministries — including war veterans and their pensj social welfare programs, population policies,
unemployment benefits and programs, professiotmhiditation etc.) in the 2004-2007 period (caltethfrom
MFIN budgetary data and following the World Banlasdification) were on the level of 3.84% (2004),
3.90%(2005), 3.73%(2006) and 3.83%(2007, basedeotral government’s budget rebalancing) of GDP for
respective years, important is to note is that &Bg6 (2004), 9.6% (2005); 9.7% (2006) and 8.1%0®mf
these social benefits expenses waeans-testefl.e. 0.36% of GDP in 2004; 0.37% - 2005; 0.3632006 and
0.309% - 20075*Two out of four means-tested programs are takimglitm’s share in 2006: 52.9% went to
permanent social support allowances and furtheB%5to additional allowances for help and care (both
administered through the social care branch of MHE#DIle 4.4 above); 4.6% is going to one-off rigtiedined
by the Law on war veterans” rights. This situatibas very recently been criticised by the World Ban
representatives — asking again for reduction inraeshare of benefits in GDP but an increase iareshof
means-tested and better targeted programs withegtgaoverty reduction potential. (WB 2007b, Andrisvai
in Jutarniji list, January 25, 2008).

Arguably, in the absence of a strong 'driver fbamge' (Stubbs and Zritgk 2006) and still great
political profit to be earned (in the course ofifical cycle) from paternalistic and populist salcpolicies (often
benefiting those not in any need, but belongingawdain categories the likelihood of substanttarge in the
short- or medium-term is limited. Crucially, delbaten decentralisation have been stalled and tlkensore
welfare parallelism (Stubbs and Zréiak 2006) than partnerships both in terms of the odldifferent (branches
and) levels of government and in terms of the imenient of NGOs as alternative service providersh®t and

2 The three new coalition government parties alseexon creating conditions to introduce State sripjor those aged above 65 and
without earnings and with 40 years of permanenndvin Croatia (or 50 with interruptions) and oretlevel of permanent social
support)(Agreement 2008)

32007 is based on rebalanced budget data.
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BoSnjak 2006, 156). Whether recent formation of mealition government by might bring new push toaes
reforms of the sector, or block such changes (due-fighting) is yet to be seen.

4.3 Unemployment benefits

Poverty risk has remained very high for unemployesi data (see Table 3.2.8, section 3.2.7.2) show,
risk of poverty for unemployed is much higher thi@anemployed (32.2% in 2001 and 31.2% in 2006).

Data on the unemployed high poverty risk consistent with data olow unemployment benefit
coverage ‘since the duration of unemployment is greatamntlthe duration of benefit, most unemployed lose
their benefit but remain unemployed’ (Crnk&¥Roza¢ 2005). Rights to unemployment benefits are rastlito
those who (in the moment of becoming unemployede teccumulated at least 9 months of work in last 24
months; with some exceptions maximum time allowaisc&5 months. For that reason, in the contextigh h
youth and long-term unemployment, coverage is lowt,low is replacement rate toBenefitsare only about a
quarter of the average wage, and do not suffi@ter one’s basic needSDespite recent increase doverage
— from below 20% in the 1997-2001 period to 22.322004 and 22.8% in 2006 (CES data) — too manyedire
out.

Moreover, among those who receive unemploymentfiienas recent survey shows, mostly are ‘short-
term unemployed with previous work experience. Adomly, 34.9% of the short-term unemployed in the
UNDP Quality of Life Surveyhad received benefit in the past month, wheredg ©2.8% of the long-term
unemployed had’ (UNDP 2006a, 79). According to adstiative data, see Table 4.5 below, increasedharse
of women receiving unemployment benefits: from 38.& 1997, to 48.0% in 1998, 55.3% in 2000 to atbun
60% in the 2003-2006 period, with highest 61.692@96. Around 70% of those receiving benefits amsé¢h
with three years vocational school or less (basitooschool).

Table 4.5: Unemployment benefit recipients (yearlaverage)

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
Total no of recipients 55171 44779 54257 63396 BOB@BO795| 67977 70467 72802 66407 59603
Share of women % 33.6 48.0 53.3 55.8 577 54.4 59.50.2 59.1 61.6 63.6
Those without and 26.8/45.5| 25.4/45.1 27.4/422 28.4/41.0
with finished basic
school/ 3y vocational
school
Average registered 278 288 322 358 380 390 330 310 309 291 264
unemployment
Share of recipients % 19.8 15.6 16.§ 17.6 184 201.820.6 22.3 23.6 22.8 22.6

Source CBS, CES database

Due tolow coverage and low replacement rapeessures to engage in informal work are stitireg, as
capacities for private solutions to financing (ra@)ing are for many — low. ILO study on social ety
spending in Southeast Europe found Croatian ungmpgat benefits system to be the most restrictive @hO
2005) True challenge, however, is not only to iases coverage or replacement or both — but to iategr
protection of unemployed in re-employment polidieduding re-training and other re-activation p@s In all
these respects Croatia is seriously lagging belfindall those arguing for benefits of ‘flexicurifyolicies this
is one of major issues to deal with (see in ChapYer

4.4 The pension system

Croatian pension system reflects legacies of theiabst-period’s pay-as-you-go system of
intergenerational solidarity and reforms of thee1aB90s. Even if the systenteverageis not full, it is broad
and applies to all employees, self-employed anadas, as well as to some other groups (more inZBDIXB). It
was estimated that out of total (estimated) pomriadged 65+ (746500), and using HZMO data forethé of
2005 (643821 were receiving pensions) — some 1038213.8% of the total, were not receiving pensjon
further some 89000 aged 65+ are not receiving @efibnsions nor social assistance (EIZ 2006, 116).

The system was ‘designed with a strong bias towedull-time job relationship, with all other fos
of part-time work recalculated to the full-time égplents’ and ‘against atypical forms of work’ magiit close

54 Of course, unemployed persons are entitled toydpplwelfare: '...there were about 60 thousand=mployed welfare recipients and 318
thousand unemployed in Dec 2003, a ratio of ab8%i.2(Crnkové-Pozaé 2005, 42) See Table 4.6 too.
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to impossible reaching minimum years of servicgdban old-age pension. In 2003 this ‘systemidiigi..has
been rectified in line with more flexible legiskati on mandatory contributions for work that is fiidk time and
permanent’ (Crnko¥rPozaé 2007, 100-101). Law on Pension Insurance givelst rign the pension to those
aged 65 (males) and 60 (females) with simply 15s/e@nimum of work, regardless of the hours of wawrith

a special algorithm to be used to calculate thesipais amount (ibid., 112)

Croatianpension reforminitiated in 1995 and completed in 2001, has Heemany considered among the
greatest reform successes of Croatia. It was verghnunder the influence of the World Bank. Impletaéon
started in 1997; #@hree pillar systenwas introduced. Thargency of reformwas punctuated by long-term
demographic changes (ageing) and war/transitiataelshocks (including dramatic growth in disapiind/or
early retirement) which rapidly were changing irglipensioners ratio — from 3.68 in 1985 to 3.00980 and
1.81 in 1995, to reach the lowest 1.36 in 2000).

Sustainability of the system and associated riglas clearly coming into questipresulting in strong fiscal
pressures. Pensions’ expenditures reached thestifjfB®% of GDP in 2001 (after firstly falling frobi.27% in
1990 to 7.71% of GDP in 1992) After period of decrease (1968 thousands in 12968 in 1995; and 1381 in
2000), number ofictive insured personigas started to increase (to 1422 in 2002; 146800% and 1538 in
2006 - all end year) aridsured/pensioners ratistabilised and slightly improved to 1.37 in 2084d 1.40 in
2006. (HZMO data on Dec 31)

The reform was based on reducing public pillacombination with introduction of private pillars(ts
closest to the Argentinean model)(Stubbs and Zaik®006); it also included gradually increasingrestent
age: from 55/60 for women/men to 60/65 (to be falbplied by the end of 2007); and gradual lengtigeoif the
period for calculating the amount of pension frdma first pillar (from ten ‘best’ years to entire tking period),
and redefined some rights (discouraged was eatiyemgent for example), disability definitions; gtea
transparency was introduced as well as decreasedimeentives for unofficial work and contributiorvasion.
etc. (more details in EIZ 2006). Introduced wa® ‘Bwiss formula for adjustment based on equal bptiveen
wage and price increases.’ (Stubbs and Zak®0065°

Thefirst pillar is mandatory — it covers all employees and alkéotieneficiaries of the pension system).
Importantly, ‘basic retirement allowance, based average wage, is introduced as well as indexatibn o
retirement allowances. (EIZ 2006, 105)

The second pillar starting with January 2002 created three gro(fpythose above 50 had no option —
they were eligible for the first pillar only; (2hose aged 40-50 could choose to remain in thedillar only, or
to channel part of their contributions to competpension investment funds, (3) finally those urd@rhad no
option but to participate in both pillars. Importign second pillar led to an increase in the tatamber of
insured — due to contributions being paid to itdlythose receiving ‘other income’. Four mandatfumds’
membership has risen from 938 thousands in 20A®1d in 2003, 1170 in 2004, 1249 in 2005, 1322006,
and 1355 in 2007 (REGOS data, on December 31;007 ®n July 31).

Third pillar, is a voluntary savings system encouraged by stdisidies to those participating and run
by pension investment funds, but trade unions ampl@yers may create such funds as well (as sone tafge
firms did). Recent public survey (commissioned Img anvestment fund) showed that while 90% survegred
planning for the future, their plans are more agertowards children education, job promotion, baging cars
and/or apartments; only 20% surveyed are curresatlyng for their future pensions, even 33% aresaotng at
all nor are planning to save in next ten yearsy@h are saving in voluntary funds (3d pillar), lewen 60%
are planning to do that in next ten years. Most @rstponing their saving for retirement which cardy
guarantee major incomeRPdslovni dnevnik23.5.2007 antNewsletter AZNovember 2007) REGOS data show
that presently (11/2007) there are 6 open-endedntaly pension funds and 12 closed-end ones. Their
membership has increased from 1345 in 2002 to 5112005 and 99842 in 11/2007 in open-ended ana fro
1112 in 2004 to 5336 in 2005 and 11826 in 11/200lesed-end ones (REGOS data, end year). Howawver,
spite of high growth rates, the coverage still revsdow as is capacity and/or preference of manpleyed to
engage in voluntary savings for future pensions.

%5 In addition, in the 1993-1998 period consideratdbt towards pensioners (recognised in 1998 byCtiwestitutional court) was created,
creating enormous political and fiscal pressuregavernments in 2000s; finally this debt was acegfty 2004 law and resulted in the
scheme of debt’'s payment modalities (still in thecess).

%6 Stubbs and Zrirgk point to absence of alternative pension refoproposals and discourses (ILO and EU were noeptess sources of

alternative proposals) and lack of any serious spipa to the reform, except from some experts sorde unions (2006)
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The pension reform, in spite of its achievemeritas created a number of issues and public
controversies regarding pensions’ levels and difféation, thus creating new pressures in yeaistoe, but
moral hazard as well — creating major pressurgb@state and its finances.

Concerning pensiongevel they are certainly very low. Namelyerage pension is decreasinghis is
shown in decreasingeplacement ratio (relative pension level): it wa2.13% of the average net wagé
Decembers of 2004 and 40.28% by the end of 20067(HRK vs. 4603 HRK with tendency to fall below
40% (EIZ 2006, 114; yet in 1990 was as high as2%.9 Stubbs and Zriddk 2006). Recently this came true:
average pension received by the end of January 2D& 39.00% of the average net wagautérnji list,
29.1.2008) The Crotian pensioners party leadeibates that to the Government'’s ‘insensitivityg.iadoption
of the ‘Swiss formula’. It is, important to noteaththis average reflects not only high share of¢htwo early
retired® but all pensions (without army and veterans —Tsggle 4.7 below). Included are those penions khic
are considerably smaller than old-age ones yet avisbsre is very high: 45% beneficiaries receiveilfanr
disability pensions which are about 21% lower ttanold-age onéS (for farmers, making 7.6% beneficiaries,
average pension is around 55% lower; for 8% on wimernational treaties are applied averages afé 67
below - HZMO 2006 data). However, if calculatedtha full working period bases only — i.e. 40 yefarsmen
and 35 for women — in relation to the period’s ager wage than replacement rate is much higher:f68¥en
and 53% for women — 58% for all (HZMO end of 20@a] also see Puljiz 2007)

Table 4.6: Structure of pensioners, on December 31

YEAR Number of insured | Number of pensioners Insured/pensionetis Pensiosleases % | Pensioners’ shares*
in 000 Employ/crafts/farmerg Old/disability/family

1996 1479 889 1.66 91.6/2.0/6.4

2000 1381 1019 1.36 90.1/2.0/7.9

2006 1538 1100 1.40 90.3/2.1/7.6 54.9 /2274

SourcesHZMO; Note* Croatian army and war veterans notuded

Moreover,differences were createlddetween those retired before 31. Dec 1998, arskthetired under the
reforms’ provisions. For those retired before 1994 pensions were calculated on the basis of ‘test b
consecutive years’, while for ‘new’ pensioners tadculation period is being extended from year ¢ary by
2009 it should reach whole insurance period. Thaltés major differentiation illustrated with tA@able 4.7:

Table 4.7: Old and new pensioners 2004-2087

2004 2005 2006 2007 (1-6)
Old - total on Dec 31 742236 709549 67840b 661358
New — total on Dec 31 280046 319934 364711 386223
Average pension old (HRK) 1918.61 2001.58 2092.7Y1 117288
Share of average wage* 46 46 44 44
Average pension new (HRK) 1488.39 1506.64 1552.p4570D1
Share of average wage*% 36 32 33 32
Yearly cohort new 40513 47050 51156 26835
Average cohort’s pension (HRK) 1347 1250 1308 1417
Share of average wage %** 32 28.6 28.4 29.7

Source: HZMO, CBS; Note: *December average wagpetfod’s average wage; In 2005 average CNB’s medixchange rate was 7.40,
and in 2006 — 7.33 HRK for 1 EUR.

By June 2007 ‘old’ pensions were (on average) highan the ‘new’ ones by 35%. While in March 2007,
12.5% of ‘old’ pensioners were receiving below 19RK, and 51.3% below 2000 HRK, there were 26.0%
‘new’ ones receiving below 1000 HRK and 76.4% beR®00 HRK (HZMO data) Significant are numbers of
those receiving (in accordance to specific law)imim pensions: 83899 old-age, 44330 disability, 408

" In 2005 average CNB’s medium exchange rate wa ard in 2006 — 7.33 HRK for 1 EUR.
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%9 In spite of this, family pension is an importamstrument of family support given to insured pesssarvivors under certain conditions
defined by the 1998 Pension Insurance Law (if attioment of the spouse's death they have 50 yearsre, if they are younger than 50
but incapable of work; or if one or more childreithasurvivor’'s pension rights are present...etc.)Miarch 2007 there were 234448
beneficiaries with an average pension of 1667,77HétK age — 2110,44HRK; total — 1919,44HRK)(HZMQajaAdditional 237376 were
receiving invalidity pensions (of 1704,42 HRK oreeage). These pensions' are often found contriaversd connected with cases of
corruption — because they may offer an avenuerty esirement for those who can ‘arrange’ favoueatedical commission’s finding on
inability.
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family; altogether 143337 or 13.6% of the total.afigh 2007 data) In addition, various supplemengofiging
to social policies realm) are being received by8®b/gersons.

As these trends were creating an avenue towardsrfyder too many, but social and political conteesies
too, the Government introduced (in June 2007) cbanip order to increase the minimum pension and
improvement for ‘new pensioners’ (adding allowaase% of the pension depending of the year of retre —
resulting with an increase of 4% for those retined 999; 23.8% in 2006 and 27% for those to beedtin
2010). Calculation shows that effects of these gharare important in reducing old/new gap and c@eang
extreme vulnerability to poverty of new pensiondfs) with October 31, 2007 average new pensiohsukl
approximately increase from 1570 to 1710 HRK, réuythe old/new gap from 35% to 24%; with Januad9
an increase in minimum/early/disability pensionsnewy into force could further reduce the gap — dmns
18%°* However, in recent (Nov 2007) elections some paréind unions were asking for full ‘equalisationda
an incregse in minimum pension: yet with high deleexcy rate major further improvements don't seem
credible.

In addition, differences have been caused by ‘thiewspectrum of different categories of pensioribes
have inherited a lot of special rights under sgdeigislation’ and financed from the state budgedrivileged
(beneficial) pensionaccount for 15% of total pension expenditures%rdf GDP (EIZ 2006, 121) — in March
2007 there were 173 thousands beneficiaries (tloeldwgest groups are World war Il veterans withrage
pension of 2402 HRK and Croatian defenders withragye pension of 5425 HRK). At least some of these
privileged pensions are often found as problematublic debates.

There is also an increasing consensus (includiniiqad parties, unions, public, but pension funds
managers too) that many amahgse to be retired under the new ‘three pillarg/stem will be facing very low
pensions toocontributions to the second pillar are consideoedlow and should be increased from present 5%
to, some argue, even 10% - this is particularlyveen too small share of employed are voluntarilirgato the
third pillar. This situation (of strong moral hadarisk) creates double pressures for the governraedt
employers: to increase contributions to the secpitldr, i.e. leading to additional fiscal pressumas hard
redistributions, and/or to extend working age, &lgb to encourage voluntary savings for older ageugh set
of incentives for employers and employees. Stiberal tenet on individuals’ responsibility doestmean that
the state can be absolved from guaranteeing bbaiiens’ social security’ argues a prominent Ciaraexpert,
and adds: ‘Croatian pension reform is un-finished facing new challenges in the coming period’ j{2@007,
187)

Major long-term challengeare facing Croatia if acceptable level of secuaity equity will be ensured
in a sustainable way and the system greatly basedtergenerational solidarity will remain fiscaljable: they
concern economic aspects (growth, productivity, legmpent growth and increase in activity rate) and
demographic aspects (low fertility, emigration afupg educated and productive ones; immigrationcies).
Whatever the system is, it is highly dependent emajgraphic changes, but growth in productivity &1dP
too.

More immediate challengesoncern unviable position of too many pensioneeatéd differentially and
many with high poverty risk; on the other hand mamg receiving ‘privileged’ (more beneficial) pemss’
(army, war veterans, ex political prisoners butcgdegroups too — members of Parliament and/or Aoadof
Sciences) thus creating serious equity concernadtition, due to unofficial economy practices —ngnavork
without their contributions to pension (and healtigurance funds being paid at all (non-registesedk) or
fully paid (when part of wage is paid in cash oraasaterial costs and workers’ contributions aril jpa the
minimum base which will hurt greatly their futur@nsions; see cases in Franicevic 2007a) All thikesa
workings of the pension system and its further nmafoa primary target for social dialogue. Not sisipgly
unions have put pensions in the centre of thesrest and activity in recent years (many of theembers are to
retire soon as well).

But, short-term considerations may be influentmb.tNamely, very recently head of the World Bank
Croatia office, expressed concerns on the futuabilify of the pension system, in relation to JAB07 changes
which decreased costs of early retirement — redugi@nalty’ from 20% to 9% only (for five years €. taking

¢! Received from Mr. Zeljko Semper whom | thank felding me with data. In addition, ‘penalty rate’smeeduced from 0.34% for each
month of early retirement (up to five years) to8% more beneficial formula for calculating minimyransion is adopted (51HRK for each
year of the working period; to be adjusted yeailtyyalidity pension (due to partial work incapagity increased from 33% (of those for full
incapacity) to 50% (applies to some 3000 previoestployed persons).

%2 Recent coalition agreement between the threeggaststates as one of its targets reaching 50%ge/@ension/average net wage ratio.
(Agreement 2008) .
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retirement at 60 instead of 65 for men). He firtda good solution for those who can’t find a joke(long-term
unemployed, v.f.), but from economic prospectivesitnuch more expensive solution and raises a ipmest

the system’s future sustainability, particularlytire context of population ageing.” (Andras Horwailutarn;ji

list, 25.1.2008) For the government it can certainlykenaasier to push through some reforms as is
rationalisation of public sector employment andinished restructuring/privatisation agenda in statmed
firms. However, after cold reactions from 10s, avith dismal result of pensioners party at recemlig@mentary
elections, this may easily change again.

4.5 The health care system

The health system underwent a series of changes she early 1990s, ‘transforming once highly
decentralised system into more centralised anisetasystem of mixed public and private health ckalevery’
(Mihaljek 2007, 1), yet with strong path dependattributes concerning universal, continuing, avddaand all-
encompassing (from primary to tertiary) health petiobn (Zringak 2007, 200). Again, immediate impact of
transition coupled with war was strong as was gfronpact of international financial organization&drld
Bank and IMF), interested primarily in market intees and public costs containment (Ztiak 2007).
Privatisation of health care has created a twostystem, with more than 30% of providers in thevgie sector
(E1Z 2006, 1415 but led to a number of misuses (of public faetfor private practice, ‘signalling’ patients to
take private option, etc.) and certainly to an éase in ‘social inequalities in health and useedlth services’
(ibid. 153): ‘in the growing private sector wealthgople can buy easy access to high quality sexvigbereas
in the public healthcare system patients have ibevan for the basic services'. (EIZ 2006, 151)

While compulsory health insurance is provided soley the Croatian Institute for Health Insurance
(guaranteeing rights to full or partial costs cags), some 20 private health insurance providersrgea
offering supplementary insurance (offering to thed® can afford it higher quality services and dastccess)
but not the compulsory one (the 2002 law prohibdpting-out of statutory health insurance), thussodidating
dualisation of the system. Yet, its role in fundimgalth care is still marginal — in 2002 privataltie insurers’
revenues were around 6% of total health care c(isig.2006, 141-143). Funding of the Social Heattburance
system is based on the two main sources: contoibsitior compulsory health insurance (more than 8)%e
total funds the state allocates through the budget)general taxation. (EIZ 2006, 144)

Croatia hasuniversal health insurance coveraggyaranteed by Constitution, thus not depending on
employment relationship. In reality some 97% argeced (mostly due to not-registering for). (JSIMOZD
Major lack of coverage concerns Roma population tliede who didn’t regulate (obtain) Croatian citigleip
(Crnkovic-Pozaé, 2005). Before 1997 those who lost their job angbersons older than 18 and not in the
regular schooling (until that age all were insutt@ugh their parents) had to register with Craa&anployment
service in order to get coverage; after 1997 iemough for these groups to register with Croatiaaltth
Insurance Instituté? Yet, incentives to register as unemployed remaicedcerning a number of smaller
benefits to be obtained. (Crnkéwozaé 2005, 51) In EIZ (2006) study it is claimed thather short deadliness
for application, 30-60 days, also contribute to-regfistering after one’s loosing employment, ordgiating from
the school or university.

The reforms in the 2000mostly dealt with financing issues; e.g. in 20@2+@duced was the payroll
contribution rate, limited were benefits and insexh share of private costs. However, introducedwsamtary
complementary health insurance ‘it restores full rights to free health carethe point of use for CHII
contracted providers’ (EIZ 2006, 145) andadditional one (providing for greater protection standardd an
wider protection in comparison with rights given basic insurance. (Zritigdk 2007, 209) The 2006 round of
reform tried to contain spending on specialisec Gard pharmaceuticals — restricted was the lidtowit co-
payment, generic drugs were included in larger rmnMihaljek 2007); special monthly based admiaiste
tax was introduced (very much contested in pubiit zery likely to be revoked soon, Agreement 20QR)e to
coupling of cost containment efforts and GDP grqvetiare of total expenditure on health in GDP ladieri

% In 2002 there were 6461 private doctor's and ophisate practice offices (includes privately owngffice space and/or rented one in
public health buildings, and providing servicedrtsured), and in 2006 — 6572 with 11581 in 200@ 42154 health workers working in
them (owners and employees), i.e. 24% of the tataiber of health workers (Croatian Institute fobRuHealth data).

% Due to informational gaps particularly 18 years @dut not being in the school) often don't realisat they actually lost their insurance
(until they really need it).

® The premium is higher for employed than for eafirit cab be paid by employees or employers; B830was bought by 730 thousand
citizens, some 16% of the population ( EIZ 20065)14&xempted from co-payments are some vulnerabdeps: children/minors,
handicapped persons, and low-income persons (witit@pita family income below a defined tresholsee Zrinak 2007, 208. he notes
that effects of these 2006 measures are to beutlgnefonitored)
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from 10.2% in 2000 to 9.5% in 2002; 9.1% in 2002898 in 2003; but 9.7% in 2004 and 8.7% in 2005 (ElIZ
2006, based on Ministry for health and social clat). In that private expenditures were estimbietHO at
18.6% of total expenditures on health in 2002. Adow to Ministry data private consumption in hbaatare has
remained at 2% of GDP until 2005 (EIZ 2006, 14%®)concerns payments to private providers and govgents

to CHII contracted providers for services not futlyvered by compulsory health insurance. Howevesébold
consumption surveys (see Table 4.8 below) give Ilsmahare (at 1.1% of GDP). Perceptions on informal
payments are very high toocerruption in the system is an indication of itdufees. Transparency International
report for 2005 shows that 32% think that corrupiio the health sector is ‘widespread’ and furth&¥b - ‘very
widespread’ (from Mihaljek 2007).

Table 4.8: Health system expenditures as % of GDRrém Zrins ¢ak 2007, 210)

1998 | 1999] 2004 2001 2002 2003 2004 2005
Total health costs* 9.4 10.4 11.2 9.6 8.4 8.2 83 97
CHIl costs 8.4 9.0 9.8 8.4 74 7.2 7.2 6.8
Without sick and maternity leaves6.6 7.2 7.6 6.8 5.7 6.0 6.1 5.9
Private costs** 1.0 1.0 1.3 11 1.2 1.1 1.7 11
Share of private in total 13.2 131 14)7 144 17.45.0 | 16.0| 15.6

Source: CBS, from Zrirk&k 2007, 210; Notes: *without local regional gvsto(estimated at only 0.1% of GDP), ** based omsétold
Consumption Survey data

In spite of some achievements (Mihaljek argues thatsystem has become better funded and more
efficient) there is a number of problems.

There is a number ofery unfavourable health indicatdfs Croatia has a higher age-standardised
mortality rate then the EU-15 for virtually all noajnon-communicable diseases, which is probablgetjo
related to major spread of obesity, lack of physicdivity, tobacco use (to be forbidden in puliliosed spaces
in 2008, according to Agreement 208/8nd alcohol consumption (Mihaljek 2007) This psitdserious gaps
in the health system, including prevention actati

Threeserious challengeare to be dealt with: (lijcreasingly - lack of health care workgiacluding
specialists, but nurses too) could undermine tlesgnt efficiency of the sector (Croatia has sigaiitly fewer
physicians, nurses etc. per 1000 inhabitants tHafl&EU-10 on average — Mihaljek 2007); (R9pulation
ageing is hardly confrontedvhile the ‘ratio of population not paying heaitisurance contributions to employed
persons is already extremely unfavourable, abduit Brojections point to its worsening (total dedency ratio,
i.e. elderly plus children, as a percentage ofwloeking-age population (15-64) is expected to iaseefrom
49% in 2001 to 69% in 205@ustainability of the health-insurance system mayploblemat (Mihaljek,
2007); (3.) There is major lack-of-trust problenoo, due to perceptions of widespread corrupt&irown in
Transparency International surveys — in last sujustice with 4.3 index and health with 4.2 camettom top);
coupled with general public dis-satisfaction witle system (Zringk 2007, 205); (4.) Finally Zrig&k points to
territorial unevenness of the secondary-level hepibtection and over-concentration of speciakswises in
tertiary system in Zagreb. (Zritgk 2007, 205)

All this points to further reforms concerning deagliwith distorted micro-incentive§primary-care
physicians acting as ‘gatekeepers’ paid on flas feer patient, leading to over-signing patientsl an increase
in spending on specialised care and pharmaceutic@8%/57% increase between 2002 and 2005, Mihaljek
2007, ElZ 2006, 147) andith financing the system over-reliance on contributions, putting an insiegly
heavy burden on the employees and the economyijnandficient reliance on general tax revenue (Miilal
2007).

Mihaljek offers few recommendations:

(1.) Increasing the share of general tax revenues éfithancingwhich he finds beneficial from both equity and
efficiency standpoints.

€ On the other hand, life expectancy and infantstality indicators are relatively favourable andrmido overall efficiency of the system
(Zrin&ak 2007; Mihaljek 2007)

7 A cavallier attitude vis-a-vis smoking’, as Mihej put it, is reflected in EWCS 4th survey — Croaése among the countries with highest
exposure to other people smoking (see Chaptec8pse3.8).
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(2.) Changing incentives to check escalating coitis example with introducing fee-for-service systbased
on points in the primary sect8r

(3.) Dealing with serious managerial and monitoring di in the system.

(4.) More efficient public systeras a goal might ask for more competition betweeblip providers and/or
giving wider scope to private providers.

(5.) Finally, co-payment systeshould be redesigned: while (16%) private soustese in healthcare spending
is lower than 26% EU average (2006 National stratefghealth development 2006-2011 also stresse$ot@o
level of private expenditures, see Ztiak 2007, 205§, out-of-pocket expenditurefo privately owned
providers and to those under the health insurahtkely do not have complementary health insurabcg,
informal payments too) are close to the EU avefagfecosts covered by private health insurance arehm
below the EU average. (Mihaljek 2007) This situatiadversely affects equity in the system as itessarily
puts a heavier strain on households budgets ofrloweeme individuals and families’ (EIZ 2006, 156)d limits
access to good quality, and/or timely, health ¢arehose with lower incomes but creates incentieedribing
(which may be cheaper than buying the much-needadcs). Zringak finds health system related inequalities
‘the most worrisome’ (2007, 215). They are very mueflected in quality of life study on Croatia (DR
2007).

The surveys’ (EQLS questionnaire was used) scais (o:

(1.) Concerningubjective perception of one’s healthat 15% find their health as ‘bad’ (vs. 6% in EL%, but
very similar to NMS-10 countries — 16%), and thaisihighly correlated (similarly to Bulgaria andiRania)
with one’s income: in lowest quartile of incometdisution it is 26% vs. 5% in the upper quartilea in the
two middle quartiles) (in EU-15 it is 9% vs. 3% andEU-10 it is 19% vs. 10%.

(2.) Concerningaccess to medical car,82% report ‘very difficult’ distance to doctor'dfice/hospital, 22%
delay in getting appointmentl7% waiting and 19% costs of seeing docto(similarly to NMS -
69%/14%/15%/15% and some Mediterranean countriggajnadifferences between the lowest and highest
income quartiles in all four dimensions are verghhiCroatia — 21/14/7/27 vs. NMS — 5/4/5/12 and B3J-
3/4/3/6.

(3.) Concerningquality of health servicest was judged as average, i.e. 5.2 on the 1-1Gstalow EU-15
(6.2), but in line with NMS-10 (5).

(4.) Concerningrust in the health system 45% place ‘no’ or ‘very little’ trust in it, wit significant regional
differences (from 25% to 61% in twenty counties} ith no clear pattern (more research would celydbe
needed).

All above findings and recommendations, even if actepted and/or followed by actors, very well
point to main issues and areas in which sociabdi#, including all stakeholders, will be neededkiferioration
of universal health services will be avoided, witlrticularly serious equity consequences and impadhose
most vulnerable families/persons and/or regionallbes. Finding a proper balance between univenigl to
decent and equitable basic health protection asthisability of that protection through greateriaete on
built-in incentives to control costs and ensuretays’ good management and better services — isjar ma
challenge to be addressed. However, without stesragsustainable long-term productivity increaseh(\aiview
on processes of ageing) this can hardly be achi@eedtiis | turn in Ch. 6 again)

4.6 Maternity and children protection

Family policies’ particularly reflect unfavourabtiemographic trends and declining/ageing population
becoming major aspects of the public discoursegyjpical populist discourses of the post-sociafistitics
maternity support has been presented as one @frtofities.

This is reflected in broadening rights concernitgdren allowances and maternity leaves which may
be considered quite generous. Recent survey bp.B.&IGO shows, that majority of surveyed (represer

% However some changes in financing based on ser{icgrimary sector for preventive check-ups aowf restricted number of services
for which GPs are allowed to charge) and therapearticeedings in hospitals (diagnostic related jgspwvere being introduced by 2002.
The World Bank (see 2007b) reform assistance glyaihen questioning sustainability of health seewpenditures, is also asking for
‘steady reduction in prescription drugs’ share &fli3 total expenditure, from 21 percent in 200316 percent in 2008'. However, it may
be difficult to achieve: progress report pointsStagnation in prescription drugs’ share of CHIal expenditure, at 21 percent in 2003 to
2006’ (World Bank 2007b, Annex B9)

% zrin&ak argues that EU averages hide major countriéigrelices and that Croatia in relation to a nundferountries is not such an
outlier (in comparison to Germany, France and ltahere public expenditures make 75-79% and Czeglulitie and Slovakia have even
89.8/88.3% (OECD data, Zritgk 2007, 211)

" Data on EU is taken from the 2003 EQLS.
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sample; n= 1005) does not support some demandsiatezb with the EU integration as are: shortenifig o

maternity leave (66.3%). On the other hand 64.5ppstt restrictions on overtime for parents of chald before
3 years of age; and, 54.5% mandatory parental femfathers Culig et al., 2007)

Table 4.9 provides a list of most important righteesently enjoyed by mothers/parents during

pregnancy and children childhood:

Table 4.9: Parents and children rights

Type of right | Eligibility | Duration [ Amount [ Means-tesl
Maternity benefits
Mandatory maternity * Employed and self- e Option starts 45 dayg ¢ Employed — not No
leave employed mothers before expected birth less than 1633
« Unemployed mothers day HRK (delimited
« Mothers regularly * Mandatory — starts since Jan 2008,
attending 28 days before. before — up to 4257|
school/university « End: with 6 months HRK)
» Mother may go back tg of child age . Unemployed —
work not earlier than | « Exceptionally: 1663 HRK
42 days after birth — employed/self- . At school — 1663
father may step in (if employed m. may HRK
he stays longer than end it earlier but not
3m, whole leave will earlier than 42 days
be extended for after giving birth
additional 2m)
Additional maternity Mother / father 7-12 (14) months of . 1663 HRK- 2500 No
leave child age HRK under full w.
time condition
Three year maternity Mother/father/ of twins | After 1 year up to child’s| 1663 HRK under full w. | No
leave and for third and every | three year of age time condition
following child
Unpaid maternity leave Parents not eligible for| After 1 year up to child’s| Rights and obligations | No
paid three year leave three year of age from work contract rest
(mother or father) for the period; fully
restorable after (parent
taking it may get health
insurance through his/her
spouse); social insurance
can be paid by
himself/herself
Breast-feeding break Employed mother if Until child’s 1 year of Twice a day — 1hour No
returned to work before | age each, compensated
child’s 1 year of age (against 1663 HRK
level)
Labour with shorter Employed mother/ fathel Up to 3 years of child's base rate for benefit No
working hours age - for children who calculation is
need intensified parentall 1.663,00 HRK
car
Employed mother/ fathery  Up to 7 years of child'y base rate for benefit No
Labour with shorter age - for children with calculation is 2.000,00
working hours or leave severe and most severe| HRK
developmental
difficulties
Unpaid leave Employed mother/ fathel Up to 3 years of child'g Labour rights rest, No
age No benefits
Right to recognition of Unemployed parent Until child’s 1 year of No
working period age
Children-related benefits
Tax benefits May be shared between There is no specific age | Deduction for each child] No

parents, or one parent
only

limit — being supported is
enough (in principle until
first employment when
registered as
unemployed); if child
earns yearly more than
9600 HRK of taxable
income she or he is not
considered as supported
(social benefits are
exempted)

with increasing
coefficient for deduction
(0.5 for first; 0.7 for 2d;
1.0 for third....

Children allowances

If per capita household

UpSagéars of child's

Three classes of pc

There isnrecensus -
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income is below 50% of
pre-determined level —
presently of 3326 HRK
(i.e. ifitis 1663 HRK or

age, i.e. 19 years in case
the child is engaged in
regular education; up to
21 years of child's

income levels:

- up to 543 HRK:
299 HRK per child

- 543-1120 HRK:

of 1633HRK per
household’s member:
Three income classes
applied

less) age for children with 249 HRK
developmental - 1120-1663 HRK:
difficulties in case they 200 HRK

are engaged in educatio
up to 27 years of child's | children (persons) with
age for children severe and most severe
(persons) with severe and health difficulties -

n;No income limit for

most severe health 831,50 HRK
difficulties
Population allowance Mothers/fathers for 3d 500 HRK No
and 4" child (by Jan
2008)
Allowance for newly All mothers/fathers Once-off 2328 HRK No
born child equipment holding health insurance|
Local government benefits
Benefits by local** Determined locally Determined locally Great vddes (see Yes/No

governments,
Different mixes

section 4.9.1)

Source: MFDIG; MFIN; CHII; HZMO; www.roda.hr (wehts); Note: In 2005 average CNB’s medium excharage was 7.40, and in 2006
—7.33 HRK for 1 EUR.

4.6.1 Maternity leaves and benefits

Presently, in Croatia ‘the employeedatitled to start the maternity leave forty-five days befdhe
expected date of childbirth and be on leave uhgl ¢hild turns one year of age. For twins, thedtlind any
further child, the employee ientitled to take maternity leave until the child turns thrgears of age. The
employee isobligedto take continuous maternity leave in the peribdw@nty-eight days before the expected
date of childbirth and until the child turns six ntls of age, where the employee is entitled (exoeally) to
request the return to work before the child turimsnsonths of age, however not before the expiryoofy-two
days after childbirth’ (Miskulin 2007, 73)

Croatia didn’'t separate maternity leave from theeptal onede iurebut, allowing for fathers taking
over the leave from mother (see Table 4.10 abdeejactoreduced fathers’ discrimination. Yet, very small
share of fathers is taking'it less than 1% of total leaves is taken by merretieere 402 in 2002/2003 (0.58%
of the total); 444 in 2004/2005 (0.63%), and 43&§96) in 2005/2006 (UNDP 2006c). In my discussiathw
the Ministry expert, | was informed that changesutth be expected and differentiation between mateemd
parental leaves fully introduced in the law.

In January 1996 the right to the maternity leawtitg up to the child'three yearof age was granted
to employed and self-employed mothers who gavé lartwins, third child or subsequent child, anacsi April
1996 the same right has been granted also to ungetbimothers, but starting with the day of chilbigh.
With the 2000 elections bringing SDP-led coalitiorpower, restrictions (together with attempts angnother
reforms in labuur and social policies relams) i®2Qvere introduced: three year leave was cancelledien
were granted a paid maternity leave up to the &hifdo years of age if they gave birth to twingplets,
qguadruplets or more children of the same age; utmyag and students leave was shortened to six reasfth
child's age. Since July 2004, after HDZ/CDU led gyonment again took the office, the rights to useenmity
leave up to 3 years of a child’s age in case oflinth of twins, third and subsequent child haverbee-
established for all beneficiaries, irrespectivavbither it refers to a mother in employment, uneygd mother
or self-employed mothe(ficial gazette 30/04 and 31/04). Unemployed mothers have a t@glhbmpensation
up to one year of a child’s age. Also, the rightatgshortened working time has been re-establishalf-tfme
work) up to three years for persons in employmextjuding unemployed and self-employed mothers.

Wage based allowance for the first six months,|ulath 2008, was limited between 1600 HRK and
4250 HRK (on the bases of last six months averaage)v— with 2007 changes, from Jan 2008 the allog/am
first 6 months will be equal to earnings from ane/ork (based on last six months average wage Hys WNext
six months (6-12 months of the child’s age) is tadi (1663-2500 HRK) and for extended leave (frono B
years of age) to 1663 HRK. For unemployed motharses2004 allowance was increased from 900 HRK to

™ In addition to still strong cultural/traditionahtriers, men, on average, are likely to incur grelisses because of upper limit put on the
parental leave in the optional period (6-12 month$$00-2500HRK: they have higher average wagesaradler share in unemployment.
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presently 1663 HRK (Note: In 2005 average CNB’s medexchange rate was 7.40, and in 2006 — 7.33 HRK
for 1 EUR).

All above changes were hotly debated and contestedsly showing deep social/political division
concerning proper ways of addressing the maternityd& nexus, as well as maternity&population nexts:
example, in the 2004 Parliamentary debate, whemra@syleave was re-established, opposition (mostim f
SDP) argued against such a move on the basis pfpértiality (much more is needed in terms of
complementarity); (ii) lack of proven impact, biit)(expressed fears that such leaves can crean greater
distance of women from work encouraging traditiofeahily model instead of making better conditioms f
making good work&family balance through delimitirdlowances and increasing child-caring capacities -
central is increasing social capacities for greatemen employment; (iv) employers may even be more
discouraged to employ women which might be absenttliree years . (Based on opposition members
discussions itzvje&a Hrvatskog saboraNo. 384, March 2004) On the other hand, puttangify/demographic
polices in the forefront, ruling HDZ/CDU (supportedthat by some centrist and conservative parbes,by
public survey - 86% were allegedly in favour of theasure - and some notable demographers) arguesiein
further benefits, particularly in favour of delimigy allowances in the 2d six months period (whitiowd
encourage well paid mothers in giving birth and/ista home longer, but fathers to take on the leagd.? As
Table 4.10 below illustrates, the right's re-edtdivhent has led to significant increase, or bdtiereturn to
earlier levels — yet, it is hard, and probably prature, to tell how it will influence fertility ras but women
work outcomes as well. One is for certain — comipyeaf the population trends issue can only be imadcby
synergies created by the web of highly complemgrpaticies’

Table 4.10: Maternity leave benefits 1997 — 2006

1997 1998 1999 | 2000| 2001 2002 2003 2004 2005 2006

Number of cases — pregnancy and maternity38412 | 32648 32681 32615 30562 29370 31697 34807 9733231550
leave

Maternity leave up to child’s 3years of age 8331l 658 6285 6029 4434 386 353 4968 4949 5728

Up to three years of age — unemployed 10651 | 6004 5312 4770 3744 3862 3305 9066 5436 5790
mothers*

Source: CBS, CHIl data

When Mihaljek, very much in line with internatioretperts, claims that maternity leaves in Croatia a
too generous, and asks ferexamining costs and benefits of the presenesysf maternity leave allowances
and suggests reducing the length of maternity leakinvesting saved funds in subsidised childfacdities
and enabling wider/easier part-time employmentfothers — he is actually pointing to most pressieficits of
the present system which force women to make chmteeen employment (education) and child caridgINI
2007, 30) Additional inequality is a consequencezgfonal differencesbecause financing of childcare facilities
(and parents’ subsidies) depends on the local govents’ decisions. While politics of maternity leavand
benefits has been primarily led by demographic eams; and will very likely continue in that diremti, it will
certainly have to find balance with other concetow This is particularly related to females’ pasiton the
labour market and on the job-position (e.g. conogrpay and promotion, see sections 2.2.5.4 a2db)3.

4.6.2 Children allowances and child-caring facilites

The 1999 Law orchildren allowancegapplied from 2000) made much wider eligibilityr fallowance
in spite of employment status of the parents btaiched to family income; financing was changed-tanstead
through contributions it is now based on taxes bodget. (JSIM 2007) While the 2001 brought dramati
increase under the new rules, thereafter censusnee=mased resulting with return to levels similarthose of
the late 1990s, but with a trend of decrease inbmrm of beneficiaries/children.(see Table 4.11 Jwgln
December 2006 some 45% of children were receivilogvance (EIZ 2006, 77)

2 Additional arguments for re-establishing 3 yeavke were lessening pressures on child-caring tiasilidecreasing sick-leaves due to
children illness, and increasing opportunitiestéanporary (replacement) employment (Ms. Kosor vibe-president of the Government and
Minister, Izvije¥a Hrvatskog saboraNo. 384, March 2004).

"3 In their study on social sterility in Croatia, @se of contributing factors to low fertility, AkragndCipin argue that major factors behind it
are: in rural areas disequilibrium between men anchen in the age appropriate for marriage. Howeivetarger cities is the greatest
concentration of unmarried: during the 1990s wat anemployment played their role, but the study alsints to inadequacy of housing
policies, inadequacy of support to young, lack efiditions for balancing work and family as discaing factors to get married at all.

Noticed is a trend of extending living with paretds (Akrap and’ipin 2006)
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With December 2006 changes (and applied for 208 me census was increased from 1330 HRK to
1663 HRK per month (per member of the househoidead of two, three income groups were introdwei¢tal
decreasing amount of allowance for higher inconmugs (see Table 4.9 above); in addition, childrémar
veterans and their families receive higher alloveaas do children with impaired and heavily impaiheglith;
children with no or only one parent. Finally, pratality bonus was introduced for 3d affdchild (for all who
qualify for children allowance). (HZMO; from www.naivinsko.hr)

Table 4.11 : Child allowance beneficiaries, 19972006, on Dec 31

1997 [ 1998] 1999 2000 2001 2002 20p3 2004 2p05 2006
Number of beneficiaries in 00p 202 204 208 245 372 260 247 237 221
Number of children in 000 378 385 394 466 629 513 91 4| 467 446 416
Average allowance HRK 214 220 231 262 369 285 2p567 4 271 275

Source: CBS, HZMO data; Note: In 2005 average CNieslium exchange rate was 7.40, and in 2006 —-HR38 for 1 EUR.

There is a deficit inchild-caring facilities as is inadequate their working time: there wef891
kindergartens in 2004/2005 (936 in 1989/1990 —Matk@007, 128). Besides public institutions, incregsm
hare of church-led and privately established nigserkindergartens — in 2005/2006 around 3% ofl tota
population was in the first and 8% in the secoraugr(Matkové 2007, 130)

Share of children in nurseries and kindergarter8 years of age) in 2002/3 was 31.1%; in 2003/2004
32.2%; and in 2004/2005 — 33.7%. While total preest population has been falling in the 1989-20@%iqul
(by 25%), the coverage rate has increased, in epitery slight increase in the system capacitiéom 23.7%
to 37.1% (Matkow 2007, 125) In spite of this, each year 5-7000 shod were not admitted due to lack of
capacity. (ibid., 125) In this the fastest growgrgup is pre-school 5-6 (due to pre-school progjatsse Table
4.12 below)

Very small number is at nurseries, i.e. those a&f &ge, because this is the age for which motheeve
maternity leave compensation (about 1/8 of the ingant) and this increases to 1/5 in 1-2 age grddpst
public nurseries don’t accept children below 1 + dgample, in Zagreb there is only one which dd&4q
months, i.e. after mandatory maternity leave edds9.

Table 4.12: Children in nurseries and kindergartenscoverage by age group

Age groupl/year 1989/9 1994/95 1999/2000 2004/2PD05
0-2 11.3 10.3 11.3 13.5

3-4 35.9 33.6 38.2 45.9

5-6 29.1 28.8 36.4 41.9

5-6 (with pre-school) 41.2 38.7 50.4 57.9

Stay more than 8 hours 80.5 72.0 76.3 74.4

Source: Matkovi 2007, 128

Concerning working timeallegedly demand for longer hours is not enougliorm the minimum-sized
afternoon groups of 25-3Wjesnik 2.2.2006 quotes city of Zagreb person in ch&jgén Zagreb there is only
one kindergarten with shift work (alternate shift§-17 one week and 11-21 next week...) adapted fent=a
working such alternate shifts as well (e.g. in stboretail, services). While most kindergartergutar working
time is 7am — 5pm with possibility for caring chid@éfore (5.30 - 6 am and after 5 — 6 or 7 pm),stheding-out
exception, fully adapted to two shifts’ parents k@ city of Bjelovar. In Bjelovar, the public kiedgarten’s
working time 3 years ago (after numerous demarata frarents — e.g. those working in local industrg eetail
chains with shifts, or very long hours) was proleddrom 7am to 10 pm with flexibility allowed foribging
child in and taking it out, as parents’ shifts dwege. Interestingly, some 50 children, i.e. so®® bf the
total, are in this system — however, daily numtferchildren changes a great deal: normally betw&and 25,
and most children leave between 6.30 and 9 pm. &késnple provoked a number of inquiries from other

" Comparatively, this places Croatia (concerning g-@up) among lower medium coverage — much lowan thScandinavian or most
Continental Europe countries (except Germany),goite higher than Italy or Greece, Hungary, Polan€zech Republic( OECD data in
Matkovic 2007, 131) Concerning 3 years old, Croatinot on the lowest end but quite below EU-23udimg most of transition countries
(Matkovic 2007, 132, based on Eurostat) This ldgrimbEU-25 increases for 4 and 5 years old.
5 On the other hand, reported is in the same adiciase of parents whose main problem, whateveekjarten’s working time, uncertainty
about start and end of their work — forcing thenenigage paid help for bringing kids in and out)
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cities/towns, but major progress seems still tofdreaway’® To make things worse, very rare are cases of
providing on-the-firm’ site child caring: as is tltase of VIPnet, a mobile communications providait (of
about 1000 employees — close to 50% are womenghwhihis new office building in Zagreb set-up, wither
well-being provisions, a kindergarten (www.vipnetom 30.6.2006)

4.7 Taking care of elderly

Due to population ageing - share of those agedib&eased to 16.3% in 2001 from 12.4% in 1991,
and further increase is expected (to 26% in 2086,Gelo et al. 2005 and UNDP 2007, 115) - but disnto
legacies of war and transition — aged populatiorfaiing higher poverty risks; it is vulnerable tocil
exclusion, deprivation and poverty (UNDP 2006 aJ)NDP 2007). Low pensions, on one side, and lack of
opportunities for (re)integration in the labour kets makes it difficult for many aged to sustaicet# living
conditions, making them dependent on relativesldadm particularly) and/or the state. There is asstrong
regional dimension. The three counties’ sharesbaf &e 19.9%; 19.5% and 22.7%. All three sufferizdotly
from the war and war-related demographic changéererl is also a strong regional dimension to income
differences in aged population (UNDP 2007, 116 32d). Aged people poverty and poverty risk is jgatérly
high in some rural areas. Generally, in 2006 faneple, rate of poverty risk for those 65+ was aQWih) or
33.7 (without natural income) (for males: 26.9/30@8 females 31.3/35.9) (CBS data); for singlesper (aged
65+) household (females greatly prevail): 43.8/748- this is much above the 2006 national ra3{19.3)
(CBS data).

UNDP report (based on EQLS, n=1611 for 65+; ELadae from 2003 survey) indicates significant
share of aged (23.3%) not having a person to bomowey from; 43.5% of 65+ households have diffieslin
meeting their needs. (UNDP 2007, 126 and 140-Mijle in 65+ population share of pensioners is 83iBis
typically (due to higher non-activity of femalesgt males share is 95.9% but for females it is %7.GJNDP
2007, 145) Old age households’ incomes come frdfardint sources: 94.3% receive some pension (Idkaan
EU-15/EU-10); about 6% receive social support inneo (7% among single person househdlids)et,
comparatively very low is share of households (s6#t¢ receiving incomes from the real-estate, sayjistpcks
(EU-15 — 24%) but high is share receiving incomenfanformal work (26.6% vs. 12% in EU-15, and 2186 i
EU-10). (ibid., 127) About 47% households produmedffor own needs (on own or rented land) with 1h¥s
satisfying 50% or more of their needs. (ibid., 122)

When looking into the aged people households —rat@9% live with their children/grand-children,
which is comparatively high. Typically, their netsks of support include, besides family, friends and
neighbours. Still, many are and increasingly amkilog for more protected living arrangements (id-afje
homes), as are their children (for all possiblesoas).

Altogether, a number dfocial care homes for adul{&ll kinds) has risen from 51 in 1986 to 60 in
1990, to 66 in 1996, to 82 in 2000, 97 in 2002, ¥82004 and 192 in 2006 (out of which 153 for acuid
elderly with 13903 users) (CBStatistical Yearbook 20Q0.7Number of users has risen too: respective nusnber
are: 9323 in 1986, 11066 in 1990, 13088 in 1998453n 2000, 14406 in 2002, 16273 in 2004 and 18609
2006. According to the MHSC data, by the end ofddaicer 2006 there were 206 state and non-state himmes
social care with 24281 users. Out of that thereewer

* 46 state (county) old age homesth 10205 residents (9473 aged 65+, 5685 movedu to age and
incapacity, 1475 cite loneliness; 5878 are (co)aownaf an apartment/house; 1656 lived at children’s
place).(Stubbs and Bo3njak give same number of dare2004 — i.e. 46 with 10168 residents by tharye
end; 2007, 154)

* 66 non-statgprivately owned, church owned; for profit and -fiat-profit ones) with 3058 residents (1475
in intensive care units; 2145 are there due tedfnand/or incapacity; 2028 own or co-own an apartrar
house, 628 lived with children at their place; 2at8 65+)

» Altogether this makes 112 old age homes with 130&3s.

Old age homes provide some services to non-resideat (greatest share belong to 65+) — 2612
participated in food programme (eating at the estat, taking-out or receiving food delivery); 48ed laundry
services and 357 used day programme; there arkid® for aged at homes’ premises — used daily [B01@ll

% In recent interview Ms. Ana KneZeyipresident of SSSH union, when talking about Sundark in retail — stressed that there is no
kindergarten in Croatia working on Sundays, butdlb@mong concerned employees are mothers withghi@sk children Eukonomist
5.2.2008.)

711.4% receive some social benefit of any kind. (@gial supports, unemployment benefits, otheiasbenefits etc, ibid., 127)
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data from MHSC statistics); numbers for non-staimés in this respect are much smaller (food 93;stiay 5,
25 clubs with 172 (day average) users). In additibie law allows for foster families which take eanf
aged/elderly/incapable — by summer 2006 there W6Eesuch families (with licence) with capacity 8236
persons.

In spite of strong entry of non-state providersvg@te homes, religious organisations...), waitingslis
for the public homes arat some locationsrery long. New private homes for many are nobrafible; often are
voiced allegations of corruption and cronyism tottie cue for the public one. For example, in Zhgrenumber
of aged increased but number of public homes resdaim-changed in last 20 years (11 homes with 3500
capacity) Poslovni dnevnik3.12.2007.): this led to long waiting lists (ewugmto 10 years for one person rooms,
and up to six years for two persons roovggnik 10.5.2006); for less popular/comfortable homeditierent
kinds of services it may be less but still morentd&000 is waiting; out of this 3500 are ready twvmin right
away Poslovni dnevnik3.12.2007.). In spite of the fact that many digemselves on the lists (often — more
than one) much earlier than their real preferencmdve-in is (as a rational reaction to lack ofawfy), major
is need to increase capacities where they areficismt. Recently city of Zagreb announced progi@mO0 new
old age homes in which private partners will begsafor (ibid.). However, situation, concerning aaities is
very uneven and not everywhere unsatisfactafiesnik 27.2. 2007

Also, living conditions in them are quite unevemany need renovation (in 2004 — 70% failed to meet
public health standards, EIZ 2006, 87). If we l@bkhe coverage rate of those 65+ (in both typeoofies), than
in overall population of 65+ (estimated at 755.8ufand — CBStatistical Yearbook 2007) it is quite low and
below needs: at 1.6%Yet, as for example UNDP 2007 stresses, ingiitatisation should be only one among
more options, and policy analysts strongly argue de-institutionalisation policie (importantly, not only
concerning elderly, but handicapped, mentally itl. e- see also Stubbs and BoSnjak 2007): partiquddicy
stress should be on developing services for elderlyeir homes and communities.

Encouragingly, Ministry for family, defenders anmttargenerational solidarity, since 2004 has started
with developing two pilot programs for most vulngleaamong those aged 65+; particularly for thogigj in
single person households and exposed to isolatimhpaverty. One is ‘Help at home for elderly pesson
(presently 28 programs), another ‘Day-stay and helpome for elderly persons’ (presently 13 progranihey
now exist in all 20 counties (except in Zagreb)p-ta May 2007, 7642 persons were included (523Berfirst
and 2550 persons in the second program) and entplogee 508 persons. Teams of five persons aredrgeh
(usually employed are hard to employ persons, 8k2BD7), and volunteers are welcome. The Government’
document (Program of developing services for eydeérsons from 2008-2001, July 2007), which waswace
of above data, provides also favourable data @mtdi evaluation. A survey made with 5284 clierteg highly
positive response: 97% find them as an improvenmetfiieir quality of life; highly esteemed are etfeon social
inclusion and real help in performing everyday taskowever, financial as well as personnel limitsthe
programme’s extension and fuller coverage are pte§€sovernment document envisages, in the secaue st
increase both in number (to 64 by the end of 2Gk1) in coverage (by 12% yearly) — raising a nundfer
beneficiaries to some 11800 persdnin the long-term, programs’ expansion throughGumatia with further
legal regulation of services for elderly in theimhes/communities is envisag®d.

Finding a proper balance between ‘residential emtimunity-based approaches’ (EIZ 2006) is still a
major task for Croatia in all areas of social pekc as is finding a balance between public angapiprovision,
between for-profit one and not-for-profit one.

4.8 War veterans

The war has had, besides its most immediate corseqs, important influences and legacies on social
policy making. It not only caused major human éssand handicaps of all sorts, as well as devastai it also
faced the state and society with broad constituerioyar veterans, their families and survivors. Bh&te has
committed itself to high protection and support fleem and accordingly it developed a number of o,
including very different rights for them, for thdamilies and/or survivors. According to EIZ stu(®006), the
World Bank data put war veterans’ costs at 1.36%DP in 2003 and estimated it at 1.63 in 2004; k&%

8 In Split too (2d largest city of Croatia) therelagk of capacity and need for an increase; onmly state homes are available, more than
1000 is on the list but due to early signing inlitggome 600-700 really waiS{obodna Dalmacija, 13.12.2007)

" Yearly budget for 2008 should be 31 million HRKgdzfor 2011 on 40 million HRK. (Government’s ‘Pragn for developing services for
old-aged persons in the system of intergeneratismialarity’, July 30, 2007)

8 In the same direction other vulnerable groupsisesvshould be developing too is often argued Higypanalysts, foreign advisors and
government documents (e.g. services for handicappesbns of all ages.
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of GDP in 2005. At around 1.5% these costs in 2Gfi@sgiven by Bejakoviet al. too (2006). However, the
inflow of beneficiaries is still on the rise (witfot enough transparency, but a lot of public deti€*, including
those coming from some veterans’ associations,strong incentives for obtaining right to ‘rightdirbugh
corruptiorf?), meaning that this share of expenses will propelther stay at present level or increase.

Due to high political sensitivity, but strong clieh organisations too with good connections with
politics (particularly with Ministry of family, defnders and intergenerational solidarity and HDZ/GDUis
hard to expect that present level of rights wilcidase either. Just the opposite! War veteransliutity
illustrates that well. By the end of 2003 there @v8B172 war veterans with recognised invalidityustaDue to
2004 changes in the law (proposed by the CDU-ledegonent) extended was a deadline for submitting
applications (until end 2005, but again extendedeitml of 2006). This resulted with some 33000 new
applications — in August 2007 there were 4349z gtatus; it is expected (due to high approva +aabout
80%) that finally it may be between 55 and 65 tlamals (according to media reportdutarn;ji list,27.4.2006
and Nacional4.10.2007) — many claim PTSD. Accordingly, numbefghose receiving veterans’ invalidity
pension more than doubled form December 2001, itheas 17534 (in Dec. 2003 it was 19991), to Ma920
when it came to 38786. Among them dominate agepgrdnetween 35 and 5Qutarn;ji list, 8.6.2007) Due to
high pensions (see below) their incentives to releyn(their average working experience is somevieddw 19
years) is very low; and if unemployed they facadrdhcome if retired in this status than if (rejgdayed.

Major groups of beneficiaries (according to Bejakeet al. 2006) are (i.) war veterans; (ii) disabivar
veterans and (iii) family members of killed, miggiand deceased veterans — with a set of rightsgoh group.
The system of protection of war veterans ‘is vesynplex and consists of many rights and benefitsréntioan
30 rights)’ (ibid. 56). Rights to disability and rsivor's pension represent more than 70% of totahddit
expenses for war veterans and families; while pesand survivors’ disability allowances represambut 15%
of total.; ‘except housing accommodation and tagt emstoms allowances — all other rights represesg than
1% of the total expenses for war veterans’. (Bejaket al. 2006, 56)

Average levels of security given by these pensisrtpiite decent one (see also Table 4.13 belod) an

far above ordinary disability and survivors’ pemsoln 2004 respective rates were: 3.1:1 (disgpitind 3.9:1
(survivors) (Bejakovic et al. 2006). These ratesreincreased for survivors’: in December 2006 thaye
2.91:1 for disability but 4.22:1 for the survivasses, and 3.0:1/4.31:1 for September 2007 (HZMQisHtzl
information 4/2006 and 3/2007). However, replacetnates, due to not-being indexed, have decreaseant it
for survivors’ in 2005). This picture may be migl@gy in sense that pensions for those with lowgelle®f
disability are not so high, and also, those nohdpeetired, receive allowances for their disabilithich is not
high either.

Importantly,social integration as well as labour market intetipa of thousands war veterans is still an
open issue, as is finding a proper balance betwmewriding high level of security and incentives for
(self)employment. For many among those diagnosd¢d RTSD — invalidity pension (even if comparatively
high) does not help their re-integration (suicidées in this population are still very high) buthexr alienate
them from social life. Also, due to discontinuitijob and/or education, or due to disability — mamg with low
employability. By the end of 2000 - 34292 wereiseged as unemployed (but unofficial estimatestvasrhigh
as 50000 -Vjesnik 30.112000); but by the end of 2006 — 23963. Haregnly 0.2% receive unemployment
benefit. (CES Annual Bulletin 2006) While humbeesé decreased (see Table 4.14 below), they araigtil.

Table 4.13: Average war veteran pension benefit & of average net wage

2001 | 2002 | 2003] 2004 200% 2006* 2007

Disability | 135.6| 124.8 118.3 117 1145 1037 307

Survivors | 159.9] 145.2 141 139{4 151.2 1476 1511

Source: HZMO, from Bejakovic et al, 2006, 56; Ntbhased on December 2006 data (Average wage = 4R3G;H
**hased on September 2007 (and 4869HRK average feageugust) — HZMOStatistical information€/2006 and 3/2007

81 One major issue is making public war veteransisteg — while Ministry for family, war defenders diintergenerational solidarity was
refusing it (at least, until very recently), mangealy claim that both total number (around 494 #amds) and numbers of those with
benefits is far above the true number.

8 In February 2008 two groups from Osijek and Spéiport media, involving more than 20 persons idiclg psychiatrists from Split and
Osijek, were arrested facing accusations of coiwnpand other illegal behaviour in administrative@gesses of deciding on applicants’
eligibility for war veterans’ invalidity pensionsd on other benefits. Numbers of ‘beneficiarie® anknown, but both cases confirm
widespread public doubts on ‘false veterans’ aatsé invalids’. Jutarnji list on February 12 and 13, 200Blobodna Dalmacijaon same
dates). However, even true invalids report in médimg ‘offered’ shorter proceedings and thus ogttin long waiting (it may take year);
and some were blackmailed.
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Table 4.14: Unemployed war veterans, registered, gdy averages, 1996-2007

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 006 2 2007

28666 45225 36051 35067 34605 32894 3776( 28207 60262 26769 24721 22484

Source: CES database

On the policy levethis has been recognised: Croatian Employment ©ffims programs of re-training
and re-employment. Ministry for family, defenderddntergenerational solidarity also introducedguams to
support their self-employment, including encouragetrof veterans' co-operatives (in the public statet by
Ms. Kosor — the minister). According to her infottioa, in 2006 for veterans' employment spent was8bon
HRK, and in 2007 it was expected — 40 million HRKOne of the most successful programs, she claines,
veterans' co-operatives: 61 received financial eup(®0 are profitable, and only two are not actized further
40 should receive it through 2007 (The Governmdéattement, on April 16, 2007 — on www.vlada.hr) IStil
serious policies’ evaluation is lacking.

4.9 Major social protection issues: Targeting, covage, adequacy and parallelism

Croatia has comparatively high social spending, ‘boty a small share goes towards means-tested
programs’, and ‘a very small fraction (0.7% of GDPR)used for poverty related social assistance rarog’
(World Bank 2007, 48). The World Bank study (based2002 and 2004 data) and Baf2007, based on 2001-
2005 data) analyse efficiency of the social prabacsystem: their findings are very similar. Bothdies clearly
show, concerningoverty reductionthat targeting is the most efficient in cases ofia (income support)
allowances and family (survivors’) pensions (ongblig analyses them).

In the World Bank study (it compares income supmdldwances, child allowances, other family
allowances and unemployment benefitg])ome support allowanceas found as the best targeted program in
Croatia (more than 2/3 of the program’s total sjremaccrues to the poorest 1/%World Bank 2007, 48-49; in
Babic 2007 it is 34.3%, but still the highest share)e ®tudy findsunemployment benefitae next best with
about 40% reaching the lowest 1(fhere was an improvement between 2002 and 20@disrrespect. fild
allowancesand other family allowancesre found to be poorly targeted (the poorest tteive 34%/29%
respectively). Baldis dissertation includes family pensions (i.e. sws) and finds them the second best
targeted program (with 34.3% reaching lowest 1@5) the other hand, he finds invalidity pension2¥81o 1/5)
and family related receipts (3.3% to 1/5) as tlstefficient.

Coverages problematic. The World Bank study finds 35%pofpulation covered by transfer programs
(60% among 1/5 the poorest); yet, following dempbia policies, the coverage is the greatest whenorites to
child allowanceg26% of population/ 35% of 1/59ther family allowanceseach 10% of population but 12% of
1/5; social assistancaeaches 5% of population but only 13% amongotharest 1/5 are reached by the income
support programme; unemployment benefits reach 686 pulation but 10% of 1/5. (World Bank 2007, 49)

The study (but World Bank experts on many occasioassee section 4.2 above) recommends:

(i) rationalising spending and improving targeting I{idéing relocating 0.7% of GDP to income
support allowance from other programs — i.e. toliést targeted program, however with too low
coverage, and

(i) strengthening the system administration (certaimy controversial) it also opens a dilemma
created by trade-off between expanding social @sgis and present (low) activity rate (World
Bank 2007, 50).

Babi¢ also argues for raising income support expensesdar to insure a minimum of decent living
standards. Both studies agree that (due to shadlssvaf the poverty profile in Croatia), even modestease in
spending would do a lot to decrease poverty corsiidg Joint Social Inclusion Memorandum stresses
importance of adequate levels of ‘minimum receitsvarious sorts of programs — in order to assle@eent
living conditions. (JSIM 2007, 21) However, in orde avoid parallelism, for most vulnerable intratlan (in
the long-term) of the state pension might be agprefl solution (JSIM 2007, 21). Memorandum alsessies
complementarities between regional policies andaspolicies (JSIM 2007, 22) — to this | return@h. 6.

8 In 2005 average CNB’s medium exchange rate wa ard in 2006 — 7.33 HRK for 1 EUR.
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When it comes t@adequacyof unemployment benefjtd must be analysed not only from the income
support side, but also from the re-employment ooe lin both respects, in spite of slight improvetsethere is
not much positive to say: firstly, their contribati to poverty alleviation of unemployed is low; eadly, they
provide very little in terms of re-activation anetemployment of (particularly — long-term) unemmdy This is
why it is considered as particularly important wlildw and sustain: (1.) policies to help social fasd
beneficiaries back to work; (2.) integration of isbavelfare and employment programs; (3.) introdgccost-
effective ALMPs; and, finally, (4.) tackling sociekclusion through jobs. (World Bank 2007, 51)

Altogether, particularly in less favourable ecomoneonditions than the present ones — social
preferences for supporting population growth apdvenation, on one hand, and for fighting povery social
exclusion might produce serious trade-offs anddareoices to be made. At present, the World Baakirerts’
demands for relocation of social expenses (stromglfavour of decreasing and eliminating povertyg aot
receiving too much of support from those worryirpat demography. Of course, this trade-off mightthoe
false one — as many avenues to reduce too lareestpenses remain. However, this asks for sedoady/ses,
but commitments too. And if such trade-offs do gxiseir real impact on society and its membersil4yeing
will be far less acute if Croatia embarks on sustdiproductivity-increase-based growth.

4.9.1 Emerging ‘local welfare states’ — decentral&ion with increasing differentiation in rights

One of major tendencies is increasing involvemébaal governments in social policies and spending
including maternity/children and poverty relatecesnSporadic evidence, based on the media rejpoitgs to
some important characteristics of this involvemehere is great variation in benefits’ mix betweecal
governments (but in local taxes as well), and egeyater differentiation on amounts being given imilar
programs, as well as in eligibility criteria (unrgal or means-tested).

For example, city of prosperous Zagreb, but chartfre highest local tax, gives to each mother givin
birth to first child one-off allowance in amount 800 HRK, for the second one — 6000 HRK, and lerthird
child and each consecutive child 9000 HRK yealligveance per child (until child’s 7 years of agéyhile 3d
newly born child in Zagreb will bring to its parert1330 HRK (together with national allowance 822 HRK
and 500 HRK population allowance), in Rijeka ithieé 2830 HRK (included is population allowance there
is no local allowance) and in Pula or Osijek 33MK4li.e. just 500 HRK one-off allowance for eacliahSplit
— 1200 HRK, Varazdin — 600 HRK, Rovinj — 100 HRKutarniji list, 18.9.2006) or Velika Gorica — 1500, but
Karlovac — 500 HRK ((www.roda.krweb portal for parents). Interestingly, someyvamall municipalities
are very generous: Dugopolje, a booming (until ndge underdeveloped rural) municipality nearbyi§gives
for the first child 3000 HRK, 2d — 5000, 3d — 80@¥,— 12000, % — 18000. Very generous are also some
municipalities on islands — in all these casesratality is primary concern: Blato from Kaia is a frontrunner:
10000 HRK for ¥ 10000 HRK for 2dd, 60000 HRK for 3d and 72000 HR¥ 4" and each consecutive.
(Slobodna Dalmacija9.1.2008.)(Note that in 2005 average CNB’s medéxchange rate was 7.40, and in 2006
— 7.33 HRK for 1 EUR)

Zagreb is also able to offer free school-booksHitddeen attending grammar schools, and free public
transportation to secondary schools and univessitgents (wiht some eligibility restrictions congeg parents’
living registration), some are subsidising book&df in schools and transportation (with fixed antorguchers,
or subsidising it between 50-100%, as means-testhatarnji list, 18.9.2006) Some local governments give for
free to young families plots of lands to build theouses and/or subsidise their costs of util§@snmunication
from the Ministry expert).

There are also major differences concerning loealefits for using child-caring public facilities &an
concerning various supports to poor and elderlyeApert from City of Zagreb, which guarantees sccitizens
a wide set of social rights/benefits and recemilyoduced electronic social card (since October720Qwo
benefits out of 14 are encompassed — food/meagisititic kitchens, and in kind assistance to familigth 3 or
more minors) believes that further decentralisafiith CSWs coming under local authority ) will,gether
with advantages of informatisation, lead towardssiterable reduction in administration and its claxigies,
better monitoring and faster adaptation to chamgégneficiaries’ status.

Above trends, if unchecked, are leading to comaldle (but not well researched) differentiation in
received rights/benefits but also to paralleligtate system run through CSWs and local systemshrongh
local administration) with increased costs, reducednitoring, and increased complexity and costs for
beneficiaries too. This is becoming more impor&@sthe share of local social expenses (see Talleand 4.5
above) in GDP is increasing: from 0.17% of GDP 00@ to 0.27% -2002; 0.30 in 2004 and 0.41 in 2006
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(MFIN, data based on 53 greatest units of locaildrea government included, making 70-80% of totadal
governments’ expenses).

This evolution, clearly, is two-sided: on one hadater decentralisation and increased local tiiga
is necessary and may only be welcomed; on the ¢itied — due to very differing local economic, fisaad
administrative capacities but due to local polities — it may lead to too great differences in téghnd levels of
social protection throughout the country. Whole gess is non-transparent and systematic data on loca
programs and differences don'’t exist. Finding prdpe@ance between de-centralisation and localaitits, on
one hand, and country-wide standards of equal gigimd decent living conditions for everyone is majo
challenge to be faced, including solidarity (egsetion) funds options to be considered (e.g. bintawver-
generous programs) but reductions in numbers ddl laoits of government in order to insure theirajee
viability and policy capacities. This becomes eweore evident taking into account that 556 unitéoctl self-
government exist (429 municipalities and 127 towB8)counties (21 including city of Zagreb).

5. SOCIAL DIALOGUE AND WORKERS’ PARTICIPATION

Increased flexibility of labour markets, diversiton of employment/work statuses/practices and
growth of private sector are reducing proportiorwefl protected workers. Full understanding of spobicesses
for those not presented by unions and covered lgative agreements is lacking. There are two mej@nnels
of employees’ representatiomnionsandemployees councils

5.1. Trade unions: fragmented, with limited impact

Early in the 1990s freedom to organise unions wsiabdished with a very low threshold to register.
Reliable data on unions and their activities daxist (OSP 2006). The government expert informedime
spring 2006 that 254 unions were registered onnional level (on 30 no information on activity sva
available); and some 350 (with about 50000 membemsie registered locally. In 2000, five nationally
representative confederations had 440.1 and in 200436.7 thousands members. Together with sixth
confederation which in 2004 fulfilled representdtivcriteria too — it makes 456.8; total unions’ migership
may be estimated at 500 thousands. However, imtg@ars, pronounced has been change in membexstip
members’ relocations between national confederstioew confederation (Glas.hr) was formed in 2006 b
does not seem to be operational yet (and it iseanclvhether will it ever be), and some are increpsheir
membership (most of changes are due to relocatioush less is due to organic growth argues thergxgdee
expert | talked too again (January 2008) belietras bverall membership of national federationsrissently
below 400 thousands and that the public sector'pleyees’ share in total membership is on increase.
Autonomous unions’ membership, is altogether eg#th@5-30 thousands in 257 national unions, withdst
one — union of journalists having 3 thousands memb&dditional 50 thousand members is in 350 larabns.

If the expert’'s estimates are correct, overall mership should be decreased to less than 500 thdsidart
precise data don’t exist yé&t.

Unions’ density is decreasing tdaut much more slowly than in the 1990s: it is closd0% but precise
data don't exist (new representativeness counting0i08 may give more accurate data on overall meshipe
and changing shares) — it may also be the caspithetsses of unions’ concentration are takingeplBecrease
is explained with growth of self-employment; witmgloyment in private firms; with younger employdxsng
less interested. Many younger employees are od fieatracts and fear unionisation or don't see lzamnefit of
it, as union representatives in the firms claimad,the president of SSSH, the largest union, éemeinterview
too (she even mentions ‘secret members being that of fear)Eukonomist 5.2.2008.) In many firms
unionisation is discouraged, while unions haverder successful or active enough in extending their
membership base into SMEs and new firms generally.

8 Based on 2004 data, Union of Autonomous Trade tif Croatia (SSSH/UATUC) had 211 thousands mesnl@Znoatian Association
of Trade Unions (HUS) - 36; the Association of Qiaa Public Sector Unions (MHSJS) - 50; Independeratde Unions of Croatia
(NHS/ITUC) - 87; Workers' Trade Union Associatioh@roatia (URSH/WTUAC) - 52, and UNI-CRO (Trade Oniof Services) — 20
thousands members (in 2003 Representativity calon)a One media report expect: stagnation or elierinishing of SSSH membership;
increase in NHS membership to some 100; new fadar&las.hr is expected to hold some 100 thousamgwhile URSH/WTUAC joining
Glas.hr should cease to exist); MHSJS increaséd thvousand, and HUS to 50 thousands. UNI-CRO's Ineeship decreased to below 10
thousands and expected is its disappearaPesldqvni tjednik, 26.7.2007 xperts | talked to also expect SSSH to stagnagven to go
below 200 thousands; NHS to increase to 100 or nddHSJIS to 80-85, HUS to 45-50, URSH to less th@rodeven 30 (some member
unions moved out), and Glas.hr is expected to bedsm 40 and 50; UI-CRO is likely to lose repreanéness (around 15).
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After a lot of politicisation in early 1990s, novwad union scene is characterised with both cooperat

(on numerous issues and levels), but rivalry (vibiaee complaints on ‘dumping’, from SSSH/UATUC) and
conflicts between major players too (e.g. over Syndr minimum wage law, or representativeness r@jte
Determining number and composition of negotiatibogies is often problematic in firms with more umso-
then ESC opinion is asked for. In 2007 round tadiecollective bargaining it was particularly stedshat
criteria for representativeness, used by Econor@ab Council - ESC (in forming negotiation boarda)e not
precise enough and may be misused (lvan Rebacxmartefrom the Ministry of economy) against smaller
unions. Establishing clear criteria for represewmaiess by the law, which is not currently the casay be
particularly critical due to processes of membgrshilocation. This will not only influence ESC cpasition;
but representativeness criteria and outcomes wiluged as a basis for distributing socialist uriignsperty
(now held by the state). Stronger unions (as SS$Meére arguing for raising minimum membership narntb
achieve representativeness (firstly on 100000edath 50000)(www.nhs.hr on January 5, 2007) — whiohld
have encouraged consolidation of the union scenwieider, due to inability to reach consensus betweéons,
new membership calculation (due to start by the @nhBebruary 2008) will be based on the same ditas
applied in 2003 (with 20000 minimum memebershipestablishing union’s representativity).

Croatian trade union movement is considered asKvaaal fragmented’. (Bocksteins and Vermuijten
2005), and not stabilised yet; most likely it wilmain like that in coming years too. Coordinatwablems and
open antagonism are becoming pronounced again. diob@ 2007, SSSH stepped out of the unions’
coordination body. Behind are conflicting agendasgcertainty about membership; unsolved issue of
distribution of unions’ assets, but also asymmétryunions’ real capacities which leads to the ‘fréging’
problem (as stated in the recent interview by S$8tsident -Eukonomist5.2.2008). However, co-operation
on some issues still exists (ibid.) and SSSH invitéhers to join already announced open-space gisote be
held in April® If it is true that SSSH, the largest union, migkt decreasing its share in overall membership
(due to internal evolution but to moving out of iteember unions to other federations) than it isagely
creating great pressures, particularly taking attoount that (i.) it has the greatest number ditilmle employed
(115 presently; all others — around 50), and (hat representativity establishment process majtange
unions’ relative strength considerably, as welirdiience distribution of assets. In the expegfsnion, there
has been a decrease in consensus. Leaders’ ammaositpled with ideological differences (createdugh
early 1990s evolution) and different political pest affinities are still present and make an intaot barrier to
greater unions bargaining and actioin capacity. tA@o co-ordination problem, he stressed, concertesrial
composition of some federations — where hard torreite interests (of different industries and/ocwgations)
are present.

Reach of unions is limite@eing more focused on protecting rights of permégeemployed workers in
large unionised firms/sectors, they hardly reachnynaulnerable groups (e.g. young on fixed term) or
minorities...or unemployed. On one hand, futurel@i@n will greatly depend on changes in employment
structure, and more immediately on further restmiofy and privatisation in unionised industries dache
firms, as well as on reforms in public sector wheméns’ presence is strong; but, on the other handbilities
and capacities of unions to cope with these charigas to fragmentation and narrow focus (SSSH ia th
respect may be the only exception) this may betopredle. Public surveys confirm this — unions @og held in
high esteemTrust in institutions surveyrun by Gfk (a market research agency) yearly aep@esentative
sample (n = 1000), shows for unions for each yedhé 2005-2007 period same level — 3.3 on theesafal - 7
(full trust). While this shows that citizens areitqucautious concerning unions, marks received bltigal
parties, government, judiciary, state administratioe quite lower — below 3 (only exception beihg state
administration in 2007 — 3.1)(www.gfk.ff)

Unions’ capacity for collective action seems toduite limited; and certainly smaller than theirdees’
agility to participate in ‘high-level’ talks (on ESfor example) or in media talk-shows, often cagsignical
statements by the public and workers especiallpyrvisits to firms — some interviewees, membersair were
indifferent or even negative about unions and tlesiders.

Another important problem i¢ow unions’ capacityto deliver expert advice and assistance to its
members as well as to produce systematic body fofnmation, systematised data, expertise and knayaed
independently of other partners (particularly oé thovernment which certainly dominates over theiasoc

% The protests’ agenda includes demands for incrgagages (in line with inflation and productivifylstrictions to fixed time contracts in
the Labour law, continuance of the pension refonah laetter working and living conditions (Ana Knee\BSSH president, iBukonomist

5. 2.2008.)

% Institutions which receive above four are churéf2 (in all years) and ‘people we socialise witt¥#4.8) (in some years: president and
army too)
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dialogue agenda). Increasing that capacity wouldnbeessary in order to strengthen both their ialern
activities’ foundations, and to enhance their céscand impact in social dialogue processes. diig real
exception is SSSH, which employs 1Eukonomist5.2.2008.) and regularly follows some indicatdise costs
of living basket) and occasionally makes some stgyvhowever even SSSH is quite below of what migght
possible and desirable and is mostly acting oniglybproduced data by CBS, I0s and so on. All otheions
are considerably falling back in that respect, aftdn taking ‘free ride’. The SSSH leader complaaf®ut it
and mentions unions without any employee, thusgoaimable to seriously participate in discussiondaovs or
draft their own proposals but ready to particigatmerits of ‘cooperation’(ibid.), which certaingtrains unions’
relationships.

Such a situation undermines the labour side argtatien, even credibility, particularly taking into
account that independent/academic research on mgpdanditions and relations in Croatia is scant aod-
systematic as well, and very much pulled by the n@sds (ILO, UNDP; World Bank). While SSSH migheav
face a situation of degrading its current capaitiee to decreasing membership, it is unlikely dthér unions,
at least in mid-term, will be able to do much andréase their membership enough to sustainablyriakae
such activities. One possible solution would b@-#inated process of establishing an institutidnich would
be able to serve all unions — acting as a soralodur ‘think-tank’ with a task of carefully monitog LM and
work processes; but also as a source of systemesgarch of working conditions and labour markends (in
general, and on particular industries’ and/or oetigns’ levels); finally as a source of policy adhviserving
unions in social dialogue. With networking all irested and dedicated experts in its activitiesilad be also an
active agent of establishing well-founded but verych missing decent-work discourse in the society.

However, in spite of above weaknesses, one isdidain: unions’ contribution to bettering of worker
situation has been (even if often limited) impottagenerally concerning employment and working étamas,
but also in many particular situations/sectors|uding the very critical ones (e.g. privatisatiomg@ges non-
payment etc.). Evolution of Croatian labour markatsl working conditions from early 1990s on, indhgd
policy choices (e.g. in the Labour law) couldn’t peoperly understood without the role unions haeerb
playing. They contributed, with their presence,general and particular employees’ benefit; buthwiteir
absence, to increasing differentiation and segmientaof Croatian work-force as well. This appargntl
contradictory statement, only reflects unions’ tedi reach and capacities. But this is also whyGovatian
unions — increasing capacity of reaching-out toeafiployees, to other stakeholders (NGOs in pasdicud.g.
women groups, environmental groups, pensionersicéstsons, professional associations etc.) in inaprg
worker’s position and security might be critical timke future. Some signs of this are already preéegt in
activities concerning pensions, discrimination).

5.2 Employees participation and employees councilmostly form

Until 1990, Croatia shared in the generalised kerywnique system of salf-management, as it was
developed in former SFR Yugoslavia. Yet, verydittf that legacy remained! Workers in firms emphgyat
least 20 have a right to elect members of Eingployees Counci(EC). EC should protect workers’ interests
through counselling, co-decision making and baigginEmployer is obliged toinform, to counseland co-
determinatewith EC. In commercial societies employing 200fd an all public institutions, one member of
controlling board must be workers' representatimeminated by EC.

There is little evidence on ECs’ and even less onkers representation on firms’ controlling boards.
Recent non-representative and unpublished surveffige for Social Partnership indicates - if comgzhwith
1997 survey made by Centre for Industrial Demogcrasome improvement but not substantial. Surveynsh
that ECs rights are realisegartially. When it comes tinformation ‘sometimes’ and ‘rarely’ combined share
on five issues ranged between 40 and 70% in temchranions replies, with ‘always’ mostly between driil
20%. Better are scores on issues whwmasultingis required (e.g. dismissals), ‘always’ receiviry-580% on
five issues; however odecisions affecting workers’ positiahis only 30%.Twelve unions in firms with the
state ownership this is where unions are strong), gave somewh#erbscores on most issues: e.g., on
information ‘always’ received between 33 and 64%; whitesulting on decisions affecting workers position
‘always’ received 50%, and ‘sometimes’ 42%. Pagptting employers’ branch associationgl7) and
particularlymanagements from state owned fiffh4) gave much higher numbers when it comes forfgnt of
their legal obligations towards ECs: on all issla#ways’ is above 80% for the state owned firmsd dor the
private sector firms between 30 and 100% (inforamgti 76-94% (consulting) and 100% (decisions aiffgct
workers position).
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Above perception differencegoint to differing expectations — for many empleydt is formal
requiremento comply with, for unions it is abostibstantial impachot realised yet. Late J. Zupanov’s dictum
that ECs in Croatia do participate but don't coedetinate (in Miltevi¢c-Pezelj 1998) is still actual. The best
results are in the firms where good is cooperatietbween unions and EC: EC can benefit from union’s
infrastructure, help and training. (Mitvic Pezelj 2007 However, in presence of weak unions, possible are
management’s strategies, as one of my (not-puldjsimajor retail chain) cases (Franicevic 2007awshaf
playing EC against the union.

Even if workers participation is mostly reducedféomal requirements, with hundreds of thousands of
workers employed in smaller firms left odihere is more potential for its developmefitvo surveys point to
that. Firstly, 2004 surve¥ on a representative sample (n = 1400) shows tlaé ihan 70% ‘agree’ or ‘very
much agree’ that some form of workers participatimuld be welcome in Croatia. Political orientatidoesn’t
change the picture: difference between voters eftivo strongest parties (associated with ‘left’ amght’) is
not significant. (Sekuti 2006) Secondly ESOP programs are finding their place in spitdagk of policy
support: some hundred programs were implemente®0By¢ — firms most likely to implement them are t&rg
firms with significant small shareholders’ sharanéng ESOP firms’ managers, 56% is ‘satisfied’ aféol
‘very satisfied’ with the programs’ effects: 48%sasiate it with an increase of participation in tivens.
(Tipuri¢ 2004) For future politics of work, this is certlyimmportant sign of potential for furthering paipation
at the work-place, yet major barriers remain, idoig the ideological ones. From 2000 on, privaitsapolicies
based on more systematic adoption of ESOP (in wdrakined to be privatised) have been announced by
consecutive governments. Drafts of the new priatite law were discussed (for example, in Febri2097
unions received a draft from the government onEBOP schemes). In spite of the unions’ suppottagn’t
been realised. Unions still demand it: howeverumloer of firms in which the state has major shadiihgs is
quiet limited. According to February 2007 mediaaep- in some 71 firms the state had majority hoddi and
out of them only 22 were profitable in 200Boslovni dnevnik2..2. 2007). Future of ESOP, including their
influence on workers’ participation but on the masstems too, will certainly mostly depend on managjand
very little on the state (privatisation-relatedastgies.

5.3 Social dialogue and collective bargaining

In Croatia too, as common to the region’s countrike tripartite dialogue... is still the main form of
social dialogue’ (Bocksteins and Vermuijten 200bhe state is dominant, particularly taking into aoat
unions’ fragmentation and employers’ (until vergently) uncertain representativity. Asymmetry ipaaities is
important too — the government is better organigedter informed and dominates over the agendalibgil
However, the expert | talked too, warned of de@dasdministrative and policy capacities (includieguced
staff too in some sub-departments) of the labouandn of the Ministry of economy, labour and
entrepreneurship; according to him (and unionsagdyt agree) this capacity was much higher befaregn
Ministry of labour existed as the separate one.

Main tripartite institution is the Economic and &dcouncil - ESC. In spite of the progress invitsrk in
2000s, reasons for dissatisfaction still exist -national level, and much more on county/local leeith very
differing activity level and impact). ESC is a ‘citative’ body, but particularly unions expectttinhat was
agreed on ESC upon will be realised. However, prasef government’s representative, and even hérisor
agreement, does not commit the government its€lfnéSa and MarinkoviDrata 2002) All three partners in
2002 research were critical of the othg®vernment representatiyminted that other social partners are not
ready to face reality, and their bad relations thee problem Employers sawas a problem fragmentation and
incompetence of union&lnions were the least satisfie@ioo little they are included in key phases ofisieas’
preparations, but often they find themselves int#ke-it-or-leave-it situatiorit{id., 32) Even nowadays, unions
complain of being by-passed, or given too littiagito prepare for discussions (union leader iniriterview).
Key criticism is abouformalism and it is still the valid one.

It seems that too often, unions and employers pitife government as a partner than talking to each
other. This may be attributed, besides mutual ustrto high politicisation of Croatian economy aactulture
of paternalism. For many employers, lobbying witle tgovernment is still more important than deveigpi
dialogue with unions and employees. On the othadhanions’ strongholds are often firms with a hijhte
ownership share and the public sector. But thigehdly, might be changing — after Croatian Emplsye
Association fwas first to stress the importancesoéial partners discusssoing and agreeing on someos

87 SSSH/UATUC's Center for Industrial Democracy ifedihg education to members of ECs independentth@if union affiliation.
8 As a part of 2004 South East European Social Suhmvever not published.
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‘social compact’, concerning all major but contrmial issues, including the long-term ones, SSSter(dirstly
not being responsive to that) agreed and is nownpting the idea too.Hukonomist5.2.2008) One important
benefit of opening such a process would be incngasiutual trust, nowadays very much lacking.

Firm-based dialogue and collective bargaining doaté Presently, 100 collective agreements (CAs) are

‘in force’; out of this 17 are sectoral ones butyon in the competitive sector while 10 are in theblic sector.
Some 90% of all registered CAs are the firms’ off@SP 2006) Registered number of CAs was increaging
2000 — 30, 2002 — 46, 2004 — 44, in 2005 — 57,iargD06 - 50. (OSP 2006; the expert’s data for 200&h
such encouraging trendSAs coverage is still modestat somewhat less than 50%. In the private sectlyrit

is even less — at 35-40% (the expert's estifigtbparing in mind that out of seven existing selt@As in
private sector, even six were extended to the whettor by the relevant ministry’s decision (e @nstruction,
commerce, hotels and restaurants....).

Problem is ‘inequilibrium between tariff legitimaeyd tariff capacity’ of unions, due to liberalatment
given by the law even to small unions and theioaisgions (10 members are enough to get natioggdtration
and tariff legitimacy). (Rebac 2006) This is a gesb when more than one union exist in the areaAf &l
have to be represented in negotiations. Very comanerconflicts over negotiation team, but also rlzsion by
smaller unions or misuse of dominant position brgéa ones. (OSP 2006) In addition, even if one mrdoly
signs the CA it is legitimate. However, in suchaae, non-signing unions are free to engage inatbleeaction,
thus creating uncertainty for employers. This isywBSP report asked for urgent regulation wfions’
representativity in collective bargaininOSP 2006)

Representativity and legitimacy is major problem émployer’'s association®o. CEA’s claim that it
represents 5000 firms employing some 400 thoushadsnot been considered credible by unions. Other t
employers associations are much smaller: reackssafcéations in the population of Croatian firmsnssdower
than the unions’ one (again precise data don'ttgxi¥his is why employers associations prefer fivased
bargaining. (SSSH 2002, 53) This decreases unimpsation for bargaining with CEA too; once agresmis
reached it covers small share of employers and nmmsmembers don’t want to apply it. (Rebac 2006)
Defining representativity criteria for employersssaciations in line with the ILO standards was @ered
urgent by the OSP report too. (OSP 2006) By Septer@®07, CEA emerged (in ESC public announcement) a
the only representative association entitled td seaESC and fulfilling ILO-based criteria. Stdbme point
that its real legitimacy (in terms firms’ coveragecluding their employment) may be problematic,ilevtits
monopoly (of representation) for those not preskritg it (particularly small firms and crafts) maye b
controversial. The union expert (in a written conmigation) complained of low transparency of thegasss by
which representativity was established (not regaldity the law and not officially announced critgria

An important asymmetry is emerging: on one handeamployers and employees well presented and
participating in the social dialogue processes,ttmn other are tens thousands of firms/crafts anuditads
thousands of their employees without any real actesocial partnership building. This certainlycemrages
dualisation of Croatian labour markets, but undaasithe reach and impact of social partnership too.

Additional problem, and following from above, ipractice of CAs' extension to non-covered
firms/employeeswhile unions are prone to ‘make out of exceptéoomule’, it actually weakens the bipartite
dialogue. (Rebac 2006) It may also act as a goadisexfor not entering into collective bargaininghei.
Extensions are criticised by CEA as contrary tediem to enterprise and voluntary nature of barggini
introducing legal uncertainty (Rebac 2006) One gfaases (in Franicevic 2007a) shows that such &mnsion
may be welcomed by large firms in order to ‘protéloemselves against smaller firms’ (as they saynfair’)
competition. Conflicts may also arise about empisyebligation to negotiate on the firm level onbe is
applying extended CA (as non-published case oflréten shows). Important would be carefully analys
impact of such extensions on SMEs (before decisiorextension), as well as establishing clear caitéor
proving that public interest for such an exten®aists at all. (OSP 2006)

Bipartite social dialogue is under-developed on #eetoral (i.e. industry) levelts effects are marginal
and mostly deals with partial rights or repeatsitsggiven by the Law, and very little with majosugs of the
sector (Rebac 2006; ILO 2006) Lacking are suppegriistitutions as well. (Rebac 2006) However, usiane
becoming more interested in sectoral social disogypened were sectoral negotiations in a coupleeofors
(e.g. metal and electro, textile and leather ingust). (OSP 2006)

8 URSH?'s president, arguing for re-introduction ational collective agreement, claimed that sometii@@sand workers were not covered
by CAs (Novi List, 12.10.2005)
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Most CAs don't show any effort to deal with partauissues — their content is mostly restricted to
repeating rights given by the Labour law; only t@As are signed on work safety; work and life balagds, in
the expert’'s knowledge, dealt with in only one;réhare no CAs dealing with education/training;ertile and
lumber industry, however, signed was CA on disanation. While this may show employers’ low interast
such issues, it also shows low unions’ capacitesise specific issues and bargain on them withpetence.

Problematic is CAs enforcement toGmplementation ... is rather weak, with survailte and
enforcement mechanisms underdeveloped’.(ILO 200@Gis Wwas recently echoed in Ms. Ana KneZ&vi
interview — she complained about CAs not being eetgl, lack of inspection, inefficient monitoringda
inefficient courts Eukonomist5.2.2008) Mechanisms for dispute resolution ardendeveloped too, but first
important steps were made by OSP. Since 2003 isiaggas the number of conflicts over CAs followed b
peaceful resolutions proceedings: 31 in 2003; b@004; and 105 in 2005 (60 successfully). (OSFER00

Effective social dialogue is still underdevelopead aquite formal — on this agree both unions and
employers representativébls. Knezew in the above interview, as Mr. Pogijananaging director of CEA, in
Eukonomist7.1.2008)1t is the strongest when the state, as majorityeswis forced to pursue restructuring and
privatisation in firms with strong unions, and whemions’ cooperation is necessary if radicalisatod heavy
conflict will be avoided in advance. (e.g. shipyaml Croatian Railways). Concerning the state, Rbpija
particularly stressed barriers to efficient sodi@logue as existing on the lower administratideigels, as well
as on the local levelsEgkonomist7.1.2008) In addition, even if social dialogweveen the three partners has
improved in 2000s, ‘involvement of other groups a¥ic society in social dialogue is rather smalhda
insufficiently developed.’ (Bocksteins and Vermeijt2005, 69) It may become important as civil siyaigoups
with legitimate stakes and claims are becoming namtévze and vocal (e.g. in case of asbestos pramuat
Vranjic, or in the case of work-place ‘bullying’see section 3.3.8.1). Tripartite framework may b@tnough
to deal with new participants in Croatian politafsvork.

6. SOME MAJOR CHALLENGES, DILEMMAS AND POLICY ISSUE S

6.1 Challenges of competitiveness and productivityltexibility vs. security

In previous chapters analysed were numerous aspeetaployment, working and living conditions of
Croatian employees. In this chapter some majoresssand policy dilemmas emerging from them will be
discussed. Certainly, the most worrisome aspec&adtian LM concern low activity and employmentesas
discussed in section 2.2. Coupled with unfavolerdiemographic trends, pronounced ageing, leadirfigrther
increase in dependency rates, this produces sdonfrhedium-term and long-term pressures and chygien
whose resolution might deeply affect overall wogkand social conditions of workers but of populat large.

In thelong-term major challenge is increasipgoductivity of employedout activity of not-employed
too, thus assuring higher growth path but smaltesgures on social protections systems and instititvhose
viability might become questionable (as discussedChapter 4). Issues dgfmigration policies Croatian
society might be quite uncomfortable with (due torpunced traditionalism), will have to be address® —in
relation to demographic trends, to increasing stmat imbalances on labour markets; but in refatio
increased labour force mobility coming with the Eitegration (including issues of ‘brain-drain’ whienight
negatively affect productivity growth).

While, in institutional and policy terms, the EUcassion is major part of the response — it stiivés
many options and potentials for diversity alongimas models (of capitalism, see Amable 2003); aneischot
prevent from failures. Yet, these will be responsemore immediate challenges and pressures (@deiquacy
and coherence, as their credibility) that will deeely affect the long-term path Croatian economg aociety
will be taking. To them | turn now, more precisédythose specific for employment and working condi.
Two (related) challenges seem to be the most aritines: those concerning workings of the labowksta and
thoseconcerning productivity of workers (but of #enomy at large).

6.1.1 Flexicurity challenge

Finding balance between the economy’'s accumulatieads (through investment but greater cost
efficiency too) and needs for greater securitytipalarly of those most vulnerable ones will verych depend
on sustenance of positive trends of 2000s. Inanghsliberalised setting, with strong competitiveagressures
on Croatian firms and employees, is opening sometnmaportant issues concerning both flexibility of
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employment and security of employddcreasing both employers’ and employees’ capaitie competition
and adaptations necessarput is ‘flexicurity’ a viable solution for achiéwy that?

Data, showing increase in share of new opening$xed term, shortening of their duration, and irage
in part-time employment, point towards, however stomined, increase in non-standard types of work.
Unemployment risks, as shown before, are uneveiigletl across various segments of labour forceras a
prospect of (re)entering employment, as are prasgdénsuring against risks of social exclusiod aoverty.

Such trends may consolidadealisation of the work forcevith the ‘core’, particularly in larger firms and
public sector, enjoying longer tenure under them@arent contracts and approach to other benefiterund
collective agreements’ shelters (due to higher nsiigpresence and coverage), participation rights, etith
burden of business changes and seasonality fallindpose with fixed contracts, on subcontractonsSMEs
Importantly, unevenness of flexibilisation, eveiit ieads towards segmentation of the labour mai®etkovic-
Pozat 2007; Réi¢ et al. 2005; So0&i2007), seems to be bridging formal/informal divatel reaching deeper in
the very organisation of the work in the formal eegt of increasingly privatised economy, but reaghn the
public sector too — through increase in temporanpleyment, through extensive use of fixed contraatsl
increasingly through temporary agency, througheasmg reliance on sub-contracting with smallengitaking
onto themselves the burden of business cycle. -*

Croatia, as discussed in sections 2.2 and 3.1 dmaparatively low activity rates, low employmentesit
low job creation rates; it has also low part-timepéoyment, and lower than EU-15 and EU-25are teamyor
employment rates. In sections 3.2.2 on wage strestand 3.3.1 on working time found were stromtications
that internal flexibility is low too. As we saw Bection 2.2.3 geographical mobility was found tosbey low as
well. (Botri¢ 2007) Arguably there is a deficit of flexibilityparticularly in some sectors of econoris is
hurting new job creation; (re)employment chancethofe unemployed; but firms’ performance as vilglis
is, finally, leading towards dualisation/segmemtatand ‘flexibility on the margin’. Such a view, dexibility
deficit, is supported by employers, but by some #3d IFOs too, with important impact on LM policiasd
regulations.

Another side of the picture is persuasive toospite of nominal normalisation of numerous aspetts
labour markets and work, many are faced with higdecurity and high vulnerability to unemploymeraiy|
wage, unfavourable employment and working cond#ianadequate social and health protection in oasisk-
event (unemployment, injury/disease, poverty, ageitc.) (as discussed in sections 2.2.3, 2.2.56 22d 3.3).
Arguably, there is deficit of security toburting restructuring of many firms due to strorgsistance and
associated political risks; hurting faster relogatiof firms and jobs; and, finally, hurting (re)eloyability
chances of individuals through (re)training and ediwn. Such a view is supported by unions in paldir —
they attribute it to flexibility increasing refornag 2003/2004 and demand their revisions.

Employersdemand furthefflexibilisation of employment contracting and working time orgatisa
Croatian Employers Association (CEA), finding labaouarkets still too rigid and fragmented, is askiog
further deregulation (Kulu&i2006; alscSlobodna Dalmacija, 13.11.2006, Vjesnik, 23.10.2806 Veéerniji list,
5.3.2006.) present regulations in the Labour Law are takefrestrictive’: ‘they are a barrier to more inteses
employment’ (Baki 2006)?* CEA, in order to enhance both external and imteftexibility, demanded:
(re)definition of small firm to 50 employees, theglucing numbers of better protected workers buotedesing
regulatory burdens for many firms; easing dismssahditions but reducing their costs; deregulatérgporary
agency employment; reducing obligatory presenogarkers on the firms’ controlling boards only t@#e with
1000+ employees — while the member has to be thesfiemployee; enabling horizontal migration of wens
between employers; making illegal strikes causeddrypayment of wages; longer working time (luncaais
should cease to be part of the working time) andenfiexible organisation of it; social protectissues should
be regulated not by the Labour Law but by spealsl ‘Balancing flexibility and security’ is amor@EA’s
‘basic principles of action’ (as posted on its vgte), including ‘advocacy of the reform in the @edary and
university education system’ and ‘promotion of cepis of vocational training and life long learning’
(www.hup.hr). CEA is certainly aware of the need fstrengthening social partnership’ and achieving
‘consensus’ on changes (Kula®006). Yet, it seems that its true focus and peialrity is removing barriers to

 This does not mean that fixed time is the rulalirsmall firms: particularly those which employildd and highly educated work force
and/or have to invest in their training are happyffer permanent contract (as explained to me hisa friend who owns successful
software firm employing about 15 engineers)

! In cooperation with CEA, MojPosao on-line survey@d employers on restrictiveness of labour legistat greatest barriers to
employment are clauses on dismissals, on burderaaff (falling on employer) in case of conflict, eaemporary employment and on
working time restrictions: all received more th&@¥%&'fully or partially agree'. (Baki2006)
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easier hiring and firing, i.e. flexibilisation, waihaving very little to say on policies and medbars to enhance
security too. This has been perceived as one-sidsdmy unions which received the above demandsletithf
criticism and some harsh words t5o.

Unions position, in spite of nominally accepting ‘flexidty’ discourse, has been strongly on Heeurity
side— in their view the 2003/2004 reform, resultinghmhe Labour law, failed in many respects but éased
many workers’ exposure to insecurity and vulnergbito inferior work arrangements. The largest urgo
demands basically mean return to more restrictiveregulations.n 2004 this union produced ‘directions’ on
flexicurity, which, while accepting ‘globalisaticend flexibilisation’ as processes ‘independent of wishes’,
stressed the security of workers, but paternalisxipectations too: the state is the one who hagutwantee
security to those who are losing job protectiorth®ylaw as well as to those who are engaged impigalyforms
of work or are unemployed. Unions’ demands conegyrihe Labour Law changes are clearly confronted to
employers’ demands. Particularly they demakfegnik 23.10.2006; SSSH document on the Labour Law
changes — on www.sssh.hr; but some demands veenttgaepeated in an interview by the union’s piest,
Eukonomist5.2.2008): increasing limits on fixed-time empttent (from current 3 to one year, as it was before
current regulation) and preventing employers toprsetice of ‘re-naming’ the job for which tempoyaontract
was signed (after maximum period for renewals eq)ir regulating temporary agency or making mangator
signing national collective agreement; putting direg of 3% on the number of employees in firms émgpd
through TAs; making regular dismissals more diffichy introducing written explanation of reasong fo
dismissal mandatory; making mandatory running ewideon working time as well as written order for
overtime; reducing small employers definition froomrent 20 to 10 — thus extending humber of firdbged to
introduce workers representation through workermcis; removing 30 days waiting period to makékes in
case of wages’ non-payment legal.

The governmentis under pressure to harmonise LM and work reguistiwith the EU, including
development of LM policies and capacities for thdimis also under internal pressures to deal wéhosis
economic and social problems associated with wgekiof labour markets (employment deficit, youth ony-
term unemployment, structural unemployment). ltcaught between demands for increased accumulation
(arguably coming from greater flexibility) and demda for increased legitimacy (arguably given byatge
security). Yet, it is not likely that the governmenill embark on moves that would dramatically riglss of
support from well protected layers of work-forceldarisk open confrontation with unions. Delays d¥l L
reforms indicate their high risks, and difficultietdesign and implementation, as well as uncertaloulus of
individuals/groups/territorial distribution of befiie and losses.

Finding a balance between flexibility and securitgy be particularly difficult in a setting wherecsa
partners’ capacities for constructive social dial®gas pointed in Ch. 5) are low, while their reeclhmited and
representativity uncertain, but lack of mutual trushigh. Recent acceptance by SSSH of CEA'’s iiigaon
reaching social compact between social partnersintdg an encouraging sign of both sides realishag t
confrontations on basic issues should be justrirgigpoint for productive negotiations on longerrh issues
thus providing greater stability to social dialogtegrain. On the other hand, fragmentation of usi@amd
guestionable representativity (real, not formal)both CEA and unions may undermine the value ohsuc
compact even if reached.

Further flexibilisation might be constrained forettime being, yet it can hardly be stallédis certainly
asking for compromises through which present ddtan of flexibility&security nexus, being incraagly
contested both from efficiency and justice poirtsiew, will be re-interpreted and re-arranged. Tuestion is
could a ‘trade-off trap (of more flexibility forelss security) be avoid&dand virtuous complementarities
between the two — established, i.e. receiving lgottater flexibility and greater security. The answery much
‘depends on circumstances: especially on peoplesgion in the course of their life, but also aslipies and on
labour market regulations shaping this nexus’. ¢h&e et al 2006, 4) While ‘flexicurity’ proposals Croatia
too are greatly inspired by a possibility of getiagh ‘mutually supportive or complementary relasbip’,
inspired by some successful stories, a Danish onmiticular, it is important to note that majostitutional
deficits and weaknesses of actors in Croatia oalt&ution. Additional barrier may also be costoasmted with
ALMP; PLMP and educational policies reforms neededichieve virtuous complementarities typical of th
‘golden triangle’ of Danish flexicurity system. (EZD06; Madsen 2005) In this respect particularlehgke is
not primarily increasing spending for ALMP and PLMi#? one side, and increasing (or relocating) simenfbr
fighting poverty and social exclusion, on the othbut it isestablishing effective link between two policy mes

%2 president of HUS the above CEA's demands compeitedntroduction of 'slavery\viww.banka.hon 8.3.2006.)
% As Leschke et al. point: ‘the nexus, however, aiso be deadly vicious, for instance when hire fired polices lead to an overall
insecurity, thereby lowering not only effective damd but also fertility’ (Leschke et al 2006, 3)
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(presently missing, as stressed in the social gtiote chapter). Increasing policy capacities al a® quality
and intensity of social dialogue is a prerequisitéhat.®*

Recently 83% of those surveyed agreed with thesstant that ‘work contracts should become more
flexible to encourage job creation’, quite above #U-25 average (72%). (Eurobarometer 2006) Therefo
many tend to believe that LM institutions are nohducive to faster job growth and easier hiringtlafse
unemployed. That security may be uncertain, dueddigh a dependency rate, is shown when 71% agtbe
a statement that ‘in (our country) many peoplereetbo early’, while in EU-25 it was 45%. Theseswars
indicate both need and potential for LM reforms.eCia current processes of harmonisation of Crodégal
system withacquis communitaireit is certain that LM reforms will be very mucbrditioned and constrained
by accession processes. (EC 2005a; ILO 2006) Agidhis is — wide acceptance of the European diszon
LM reforms in which a concept of ‘flexicurity’ isectainly ‘gaining momentum’ (as Madsen 2006 put Tife
European Employment Strategy ‘calls for labour reaiikstitutions to adopt “flexicurity” principlessimilarly
the ‘Lisbon strategy’'Employment in Europ2006, 75-76). In the context of necessary chanfesgulations,
unions and employers are defining their basic delmamd positions. While both sides are arguingattoption
of ‘flexicurity’ principles, behind are hard to macile differences. Are actors going to resolveartbédferences
through negotiations leading to beneficial (for) alompromises or through conflicts inviting for asig
government’s intervention, thus consolidating peaéistic governance of labour markets, is yet tosken.
Responses to theses most immediate pressuresewidlivkly influence the long-term developments aff.w

6.1.2 Productivity challenge

Croatian social partners are strongly confrontedfumther flexibilisation issues, quite unclear on
income security issues (expecting it simply to cdinten the state). However, there are areas of ymlied
agreement: increasing productivity, establishinggkberm sustainability of that increase (and patdnto base
that increase through labour-shedding, as typittie1990s are quite exhausted, except in pubkitos) is the
most important goal to be achieved if difficultdenoffs (intergenerational, regional, between dagiaups etc.)
will be avoided. An increase in total employment ggroductivity is necessary if faster convergenzeEt
levels will be possible, income gap with Europeuast (if not closed), and high level of social gfieg,
sustained. (World Bank 2007, 14-16)

Croatian enterprises are, with few exceptions, paductive enough — their competitiveness is
comparatively low, as is low total factors produityi. Dismal export results attest to that. Potastifor
lowering labour costs are limited and invite fornfrontations. As illustrated before, competitivesemnd
(re)employability of Croatian labour force is gigatompromised by weaknesses and failures of educand
VET systems; very low participation in life-longaleing.8as pointed in section 3.3.7) But they ammromised
by managerial failures too — to develop governatagtures conducive to skills and knowledge upgras well
as to more inclusive and performance based pagrsgst

Technological and managerial upgrades, on one hiawdeases in human capital investments and
adapting such investments to LM needs seem eskeéfeia on the societal level, productivity increasask for
compromises concerning allocation between presedt fature consumption, between wages and profits,
between private and public sectors. Increasingaitipa for social dialogue (which includes adequatpertise
too, lacking at great extent, too often making exctbependent on foreign consultancy advice), aatgesolid
trust between actors, on one hand (presently, asawe lacking) may make reaching such a consensasier.
Increasing efficiency of social spending and of lmubectors in general, as pointed in section 4&) make
such a consensus — less costly and painful. Howsweaiknesses in public governance, weaknessescial so
partnership and participation (including civil setsi interests as well), but preferences for clistie policy
making and high corruption — may be the most foahld barriers to overcome. There is no guarantae th
Croatian economy and society will find virtuous @tb path based on sustainable productivity increase
However, alternative avenues to firms’ competite®s (based on costs’ cutting) even if availablenchassure
(for many) viability of present rights to consungutiand social protection, decent working conditjor to talk
about their increase/improvement. In unions’ angblegrers’ discourses, this long-term aspect is absen

As stressed by the World Bank study: ‘With high aisthg dependency ratios, the main challenge for
the education sector is to produce a more comyetitibour force that can earn the income levelsiegdo
maintain and improve social well-being for the plagion as a whole, without incurring excessive discosts’.
(2007h, 6) Thus the key question is how the ediicaystem can improve the skills base of the lalforce so

% Encouraging sign is, concerning ALMP, that theas been some progress but both quantitatively (elipges and beneficiaries) and
qualitatively (institutional development and capgit is far below what is needed, and certairlytielow the EU levels.
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that it can significantly increase productivity atmimpete in both the European and global econonliéss will
require a better match between skills producedheyedducation system and those demanded by the tmarke
Enrolment rates, especially at the tertiary leaslwell as completion rates need to be increasetyepetition
rates at the tertiary level need to be reducedivéi@r, more than this is needed: coherence betineentives
for knowledge acquisition and more productive wook, one hand, for more entrepreneurial initiativel a
behaviour, on the other, must be established orleakls. This concerns all major actors — employees
employers/firms and all levels governments. As lagywide scope for ‘non-productive entrepreneutship
(Baumol 1989; Franicevic 2005) remain — there dtemoways out for entrepreneurial individuals, wiibsts
imposed on society. Appropriately dealing with nuows institutional deficits (including important rbiars to
entrepreneurship too; discussed in Rfawic 2005) of Croatian society and politics may noebeugh, but it is
certainly condicio sine qua non. Linking entrepraied growth demand with demands for decent work is
tremendous challenge to be faced and resolved.

6.2 Vulnerability challenges: vulnerable groups, vinerable sectors, and vulnerable
regions

The report identifiednultiple sources of vulnerabilitiesffecting some typical groups and/or individuals
— many sharing in multiple vulnerabilities too.dddition,geography of vulnerabilitiepoints to strong regional
differentiation when it comes to poverty, unempl@nt activity, productivity, wages, human capited. d-or
economic and social policies this creates particalenllenges — economic and moral ones. Finallyaich of
war and transition reforms has been strongskatorally unever restructuring and relocations of resources and
activities are an on-going process. In a numbeways it affects individuals, social groups and lities,
presenting them with new opportunities but riskd &ualnerabilities as well. What underlies thesecpsses is
their embeddedness in overall globalisation andgerparticularly, europeisation trends.

6.2.1 Vulnerable groups

Arguably, the most vulnerable groups, as structiggales of LM are coming to the forefront, are:
e young, with wrong/inadequate/low in demand — skills
« long-term unemployed, increasingly unemployable,
« older employed but low paid / and pensioners.

Vulnerability of Croatian workers to unfavourablau{ un-decent too) employment and working condgion
is not only due to above discussed institutionakdes and deficiencies. It can be argued, in posiagist
transformational perspective especially, that fteors reforms per se have dramatically increased and
generalised labour market related risks and vubiksaof workers across the board. This is duartcreased
rivalry and contestability of markets, both prodaad factor ones, but also due to particular palitand moral
economies of the period (more Franicevic 2002}his sense, it may be argued that risks are pesjtielated
to the levels of liberalisation, entry and exit didions, globalisation etc. However, there are gifierences
across sectors and industries (both structuraregulatory). On the other hand very differentiaded capacities
and abilities of different groups of workers toslime' themselves against such risks, either thrarghting
barriers to them (collective action, contractstloough ensuring effective compensation in casastf event.
This leads towards important policy issues, bothceoning ex ante and ex post aspects of the rixrcon,
2005)

Unemployed are certainly the most vulnerable greupany have high poverty risk too (as discussed in
section 3.2.6.2)in spite of encouraging trends (decreasing unenmpéoy), prospects of getting a decent job are
particularly dim for older and/or long-term unemyd (see section 2.2.33dmong the long —term unemployed
prevail, semi-skilled, those with basic school and threesysacondary school: they made 72.4% of the total i
2005. Many among them are facing social exclusiBmetko, 2005; UNDP, 2006a and b)Data on the
unemployed high poverty riskre consistent with data dow unemployment benefit coverafgs shown in
section 4.3) Even with substantial increase in dpgnfor UB and social supports, on one hand, withtbese
measures’ proper integration with dedicated andl i@used ALMPs (on all levels, and in developed
partnership with employers and local communitiggrces for their (re)employment are very small, thetr
(de)activation (i.e. exit from the labour forcemuch higher. Even, with substantial improvemenAirtMPs —
concerning services, focusing and (particularlyneshble groups’) coverage — pressures on sociaégiron
systems will very likely continue. Only sustainecbwth and productivity increase, as discussed aboar
provide credibility that these groups’ (togethethadrmies of existing pensioners) position will neteriorate,
but rather will — improve.
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Many sharemultiple vulnerabilities Young with substandard education risk high unempkmt,
substandard employment and low pay.t@m the other hand, shown was that education $norgmium (not
only in terms of earnings, but employability to@yithout adequate education reform (it is to eanlassess the
impact of reforms made so far — including introdorctof Bologna system at universities) and (re)ifigakion
and additional training of those out of schoolssks of creating part of the work force permanebtiyng on the
margin (temporary employment, low pay, substandewstking conditions, low ability to resolve basicusing
conditions leading to family-creating) are high.skoof potential economic benefits is part of thsk too (in
terms of increasing society’s potential output)géably, educational reforms (including all aspexutd levels),
their complementarily with economic system is ptaipahe most important reform for Croatian econoamyl
society in years to come — both in terms of satigfyjun-met needs of existing firms, and making pes
entrepreneurial generation of new firms with newdurcts, technologies and abilities.

As we saw in section 3.2.6 many workers receive pawy; it creates immediate and long-term challenges
and pressures concerning their future. For aged;querspective of low pensions which cannot asdacent
post-retirement living conditions, is particuladgute (as pointed in section 4.4.). Linking prodiigt increases
with greater social spending efficiency may notdm®ugh — solidarity (and/or intergenerational) Ehaje is
acute, particularly taking into account that, witlesent trends, even many younger workers’ futcoederning
their retirement, their health, their educationleslanot look bright, due to low capacity for saviagd for
assuring private solutionsFinding complementary solutions to productivity asdlidarity puzzles(also
concerning access to decent health protection, @scerning unviable position of some minority grsuas
discussed in section 2.2.5) is major test for $ou#atners and society at large. For paternalisticiety, as
Croatian one used to be, it is even greater tegaée of decreased credibility of paternalisticutions to
economic and social problems in the future. Thighy an issue of reaching-out from traditionaldtrgle’ (of
unions, employers and the state) to wider sociedyit organised interests (including NGOs) wasegi

6.2.2 Vulnerable sectors

Under pressures of competitioumerous firms are looking for viability and cortipeeness. Many
currently employed may find themselves at risk adihg job or preferred form of contract, while many
unemployed ones will be only offered sub-standdlekible’ jobs. Position of the ‘core’ (those empéd in
large firms and/or public sector, enjoying bettarking conditions and stronger unions’ presencey easily
become precarious to#&irstly, there is unfinished agenda mfivatisation where the state is still in control of
some firms whose future perspective is highly utaier Typical examples are shipyards, some firms in
agricultural sector, manufacturin§econdly there is a hardly started agenda of streamlitiiegpublic sectar
including public utilities and state administrationhirdly, there is still high level ofubsidiesto some
sectors/firms — they may be fiscally unsustaindhle there is also commitment to their substangaluction
related to EU accessiomrourthly, there are stronglobalisation pressure®n many firms/sectors, only to
increase in years to come — which may involve edeastic measuredrifthly, these pressures involve
deregulation and opening competitimm markets served by public and/or privatised mpoties. (Croatian
Railways, but Jadrolinija too; telecom sect8ixthly, while major share of self-employed (including infal
one) is still in agriculture, challenges of EU agsien may be too big for many hardly sustainabie$aand jobs
they are providing.

As many recent cases show, such pressures arg likéde met with high resistance from employees
and contested by unions, typically present in ldigaes and protected sectors; they provoke restgtgdnom
other affected but organised groups as small fasraeg. Situation is more difficult for employed SMEs or
self-employed, where not only employees but empkogee often defenceless to above pressures feugatic
impact on many small shops caused by entry oflreltains). All this can only lead to further diféattiation of
working conditions and employment statuses, whilthe same time undermining a position of the ‘Core

Such processes produce major pressures on the atatalilemmas on industrial/sectoral policies and
crisis management; they generate pressures (bicydartinterests) and incentives (by politiciang) micro-
manage. While this may be a legitimate policy ansfie protect jobs, sectors, local economies eticthay be
costly and affect negatively competitiveness inrsland growth in long-term, particularly if experapacities
are missing. Political economy may also be contisigé due to generating opportunities for ‘quasis’
appropriation and corruption. Greater flexibility the markets, on the other hand, leading to faars
(hopefully) more efficient relocations of resourcesluding the human ones, may be an avenue aigrsocial
polarisations, and increased vulnerabilities of ypah some conditions are not met — greater adaligb
employability and competitiveness of Croatian wéokee; but greater security of those faced with iment
risks too.
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6. 2. 3 Vulnerable regions

As pointed by Nestiand Vecchi, geography is ‘a key factor driving ey’ in Croatia (2007, 48). But,
as shown on a number of issues (concerning emplolyared unemployment, human capital, economic and
demographic structure, earnings, working and livdogditions in many respects, social infrastructuret fiscal
and policy capacities) importance of diverse geplgyaof vulnerabilities can hardly be exaggerat&@dr most
vulnerable Croatian regions, war-related shocksge(o€oupled with pre-war under-development andsttiam
related breakdown of local industries) were an aeeto multiple vulnerabilities shared by great paft
population, with very little remained scope for auamously-led growth leading to faster economic sodial
progress. Paternalistic solutions certainly allevigne most fundamental problems of poverty ang dexial
isolation and exclusion of many. Yet, more is neledén order to activate human and other resoupodisies
which will lead to greater human capital buildirgs (indicated before — human capital deficits arthéncentre
of failing regions), to local skills upgrade shoble in the centre of regional policies.

However, there is more to this: building regionatidocal capacities, presently very much lacking, b
removing considerable institutional barriers to @gehous and in-coming entrepreneurs is as impoatratre
major infrastructural state investments which mighihg new life to some of these regions. Somehek¢
regions traditionally were depending on the staith ldirectly (as main job provider out of agricu#y and
indirectly (through redistributions). Yet, only pmés which will provide incentives for new job et®n by
productive firms may create momentum and syneligiéscal economies. This is something the statehzadly
create but with intelligent and dedicated policiesy certainly enable and encourage (affecting potkntial or
existing employers’ and potential or existing enygles incentives’ — first to invest and create jaeond to
learn and work efficiently. In presence of low gegphic mobility, such policies will need to bekigd with
attraction policies, particularly in regions/lot¢eds with pronounce ageing and de-population. Yetmost
immediate terms — one more aspect of solidaritydsde be in place: one which provides for secuaityl
opportunity across Croatian regions.

6.3 Institutional and capacity deficits

Decreasing contractual/institutional uncertainti@sresently — high), increasing credibility of
enforcement and trust in institutions (presentlijow), leads towards greater respect for workerstsigand
encourages use of the law in their defence; bubdisges its breaches. It gives greater credilidityontracting
between employer end employee, but to social diedagsulting with enforceable collective agreeméads

On the other hand, numerous reforms (mostly indunedU accession processes) face great risk of
being discredited due to low reformers’, i.e. goweents’, capacity to make them really functional an
enforceable. Increasing capacities for reform &mdustenance seem to be vital for Croatia’s Ewopeture.

6.3.1 Problematic enforcement

Reforming judiciary system, increasing its capasitand rule of the law is vital for greater respémt
workers’ rights Position of workers, job contracting, workershtigyand their legal protection etc. is regulated by
Constitution, by laws (labour law, laws regulatiogcupational safety and health etc.) and other. ddtsir
rights are also established through processesligctive bargaining leading to collective agreenseultiple
are institutions designed to protect these rigtusirts, state inspectorate and nascent institubbosit-of-courts
peaceful conflict resolution. Institutions for sicpartnership are put in place as well. Howeweeedibility of
legal protection is low, and capacities of unioaptotect workers are — due to fragmentation arztedesing
unionisation — limited.

Weak law enforcement makes all employees vulnetaldenployers reneging on the contraiacluding
collective agreements, and hurting other law-givights. Worrisome idow capacity of courtdo effectively
protect workers suing employers: ‘there is a gapvben normative and factual level’ in workers’ tigh
protection: ‘labour cases last too long and initgale cannot credibly rely on protection of riglotected by
the law’ (Zringak, 2004). Great majority of cases concerns nataghts (82.4% in 2005, but more than 90%
on the courts toaVecern;ji list, 24. 7. 2005Poslovni dnevnikl14. 8. 2006) In spite of the fact that labouresas
should be tried in six months (very unrealisticniany courts), it normally takes three years tofigst level
ruling and additional two for the final one (Zagiedge inVecern;ji list, 24.7.2005.director of Office for Social
Partnershipin Poslovni dnevnik, 14.8.2006Even if this may discourage workers to enteo il#bour cases
(particularly when being on their own — i.e. nojoging unions legal support), they abound: in 2@@€re were
18.650 cases, in 2001 — 30717, in 2002 — 34692008 — 48262, in 2004 — 46930, in 2005 — 23636, iand
2006 - 11547. (Ministry of Justice data see Tableb@low)
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Table 6.1: Labour cases filled with Croatian courtsby causes, yearly, 2000 - 2006

2000 % 2001 % 2002 % 2003 % 2004 % 2005 % 2006
Dismissals 2709 145 2350 7 1896 5.5 1934 4.0 1794 3. 219 9.3
Material rights 14098 5.6 | 27244 88.7 31582 91 43672 90,5 4233 91.8 19486 82.4
(wages, bonuses)
Other causes 1843 9 1123 3.6 1912 35 2663 5.5 2091 4.4 966 8.3
TOTAL 18650 100 | 30717 10Q 34697 100 | 48262 104 47227 100 4836 100 11547

Source Ministry of Justice; Note: numbers relate to reases filed in respective years

Considerable is a decrease in 2005 and 2006. Wtidlenay look encouragin ‘normal’ is far from good
and risks of new crisis are not eliminated. The 20004 crisis was created by massive filling ofesas
(supported by unions) concerning collective agregmehis can easily happen again. European Corioniss
2007 Progress Report on Croatia (November 200@3sts that ‘access to justice is still hamperetth®yack of
comprehensive system of legal aid. It is also olestd by high fees for legal services.’ (EC 2007)

Labour inspection branch of the State Inspectoimtenderstaffed- on December 31, 2006 instead of 178

(if one would be per 4000 employees, as the lawireg) there were only 99 inspectors (. (SI 200r)
2004/2005/2006 12510/12934/12962 controls were madabout 3% employers only. (S| annual repoats)d
Annually, number of discovered misdemeanours iee@sing. It points to greater inspection’s actilityt also to
increased social and political sensitivity to laboanditions: in 1998 only 4488 misdemeanours vidiseovered
and processed, while in the 2001 -2005 periodciteiased from 13480 to 19672; in 2006 - 15418. Thegtly
concern illegal employment; illegal overtime or migvork; rights to workers’ rest; failure to give workers
proper evidence on pay, contracting part-time wev&n if in reality it is full time work, and so oithe State
Inspectorate (SI) rightly insists on more precisel anambiguous regulations on contracting. Oftamions,
employees’ councils and workers are approachingdBcerning issues not falling into SI's jurisdictioSI
reports attribute this to low credibility of couremforcement but to fear of employees to sue eggotoo.

Credibility of enforcement is lawn 2004 inspectors filled 6789 cases with misdamegir courts; in the
same year received were 4684 courts’ decisionatéelto 2003 or earlier); 1153 were decisions direncourt
proceedings due to falling into overtime. In 208200 cases were filled with misdemeanour courtdenbb03
court decisions were received (related to 2004 avliex); even 1965 (or 36%) on cases falling in rtiwee.
Finally — in 2006 — 6360 cases were filled, 615Qrtaecisions were received, out of which 3111 vertime
(i.e. 56%!) ! Sl also complains about courts’ dexisnot being adequate enough. On the other haad, 2005
law provision which allows for locking down premssé# illegal employment was discovered in S| repd@1
cases in 2006) is considered as one of the magomnsdor reduction in that offence in 2006. Besidlesreasing
number of inspectors, Sl report asks for a numberegulations to be changed and/or introduced, bat,
surprisingly — major barrier to efficiency and/@edibility is judiciary.

Not surprisingly, thoroughieforms of judicial system and proceedirage asked for as are increasing
monitoring and sanctioning capacities of the lakema other relevant inspections. However, onlyothttargets
are reached, credibility of law enforcement mayakeured. This is on the top of the EU demands.(&EC
2005a; EC 2007). Some have been arguing for trebléstiment of specialised labour court as well.tter
development of mediation and arbitration capacitidabour disputes could providéternative to courts-some
progress in that respect was achieved with Offize Social Partnership’s activities concerning caulle
disputes. Finally, increasing inspections’ capasitaind capabilities is of great importance as wadt, firmly
establishing the social value and respect for eyg@s’ rights, after so much of disrespect for thangears of
‘great transformation’, seems to be of fundameimglortance. What may be at stake is political isswentrol
over discourse of social/rights.

Finally, increasing capacities and efficiency o€ thule of the law, provides for a terrain in which
collective agreements enforcemésitown in Ch. 5 as weak) would be easier, thusipgsall partners to more
serious, but dedicated too, bargaining leading redible commitments. This can only increase inteies
institutions of social dialogue and participation.

% Some NGOs also claim that the present systemratestimulate attorneys to end proceedings quickly.
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6.3.2 Increasing reform and policy capacity

Increasing reform and administrative capacitiesvital for efficient functioning of labour markets a
well as for sustaining benefits from reforriidiere is a consensus of researchers, expert®erign consultants:
capacity weaknesses could impede implementatioefofms already (and/or to be) undertaken. (e.g/VB
2007b, 12; HRD 2007) While international funds assistance are aimed to reduce capacity constréas
process is uneven and far from finished. This corcéhe central state administration capacities éegn more
— the local ones. In presence of demands assdaiatie the EU integration processes, there is abmagde-off
between speed and number of nominal reforms, onhand and their real (not-intended) impact agatinst
expected or planned one. Without proper managimpitoring and evaluations, leading to policy cofi@rts, it
is hard to expect that numerous programs concerRiodgP and ALMP, concerning vulnerable groups or
regions — will ever achieve complementarities agdesgies which might result with virtuous cyclas i
employability and real employment, in changing imoees for (re)activation, (re)training and liferlg learning.

There is an element of risk tdearning-by-doing is integral to capacity builgim areas whereovelty
is inherent, and this is a time-consuming procésmd example is Croatian Employment Service whiathomly
faced new context (of loss of monopoly in LM meitin} but new demands (in running ALMP) and act as a
networker of actors interested in particular proggaHowever this asks for committed and careemntggecivil
servants; against present situation (of great tenaand low premium on quality and integrity) mefs should
address incentives of those supplying public peditservices and not only of those — potentiallyefiing from
them.

Presently, the system is overburdened with new ddmdor programs, action plans, outlines, for
establishing new agencies, institutions....While clyimg with this may be enough to satisfy not only
politicians in power, but those asking for them (BB) and improve chances for Croatia’s fast EUeas@on,
some risks are inherer®@neis that capacities may even decrease (due to lm@iadpurdened and due to higher
attraction of private sector employmerajiother(and related to this) is culture of cynicism magplee — when
actors themselves accept that all is really abolitigal self-serving and that real issue is — offg and taking
rents. Instead of building ‘Potemkin’ villages (tg<but of doubtful impact), real expectations cerming LM
and other policies integral to decent work shoudd rboderated and based on realistic assessmengiof th
potential (ex ante) and true outcomes (ex postg i@portant aspect of that is developmdture of evaluation
another is increasing expert capacities of allaogartners — unions and employers in particulait &so of
assuring independent streams of research in labaukets, working and living conditions too. Pregerthis is
lacking — which certainly undermines the qualitypolicy making and evaluation in this area, as asliquality
of social dialogue.

7. CONCLUSIONS

In this report, even if in some important aspecssi-preliminary, an attempt was made to asseg®m
trends in employment and unemployment, employesgl@yment and working conditions, their exposure to
various risks, particularly those concerning: unkEyment and inferior employment; poverty and LM
marginalisation; inequality and unequal treatmémalth and safety; social protection — its avaligbiand
adequacy; in their capacity for collective actiow anvolvement in participation.

In all these respects, found were soemeouraging trends concerning decrease in unemployment,
increase — though quite slow — of employment; theran increase in real wages, poverty levels dee&m
critical; there is a trend of shortening averagers@f work and it seems that Croatia workers inegel are not
exposed to extreme intensity of work; child worknst widespread, job satisfaction is relatively Hidn
addition, social protection systems provide wideetage to social security and health insuranceakeelfare
system provides wide variety of support progranmsn@ successful ones). Mothers and children, waerans
are well protected and enjoy beneficial treatmantany respects. Institutional and policy reformesry much
led by I0s and EU accession processes, are upggatiough slowly, protection for those most vuliea
groups and regions, as well as conditions for huoagnital development through reforms of educatioth HET.
Institutional background for social dialogue is lmlilt and social partners are using it reguladytalk and
negotiate over many issues.

Yet, many weaknesses exist, therewaogrisome trendsthere are numerousstitutional deficits Low
activity and employment rates, coupled with unfaale demographic trends, produce numerous chateng
and threaten long-term sustainability of econonmmagh and viability of social protection systemghallenge
of productivity increase is enormous but capaciesiake it long-term sustainable are inadequate.
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Job creation is low and inadequatget demands for greater LM flexibility may leadwards
compromised security. Much needed LM reforms may pt risk many workers due to their low
competitiveness and adaptability; major deficitd areaknesses in (re)training availability and céjscwere
found; necessary link between active LM policies ancial policies is missing. On the other handulegry
reforms, as well as investments (both public armebpe) in social infrastructure, may create cowdis for major
increase in voluntary part-time work and other ifdéx arrangements, for re-activation of those duhe work-
force in order to supplement their low incomesg(pensioners)

There are groups on the labour markets exposédfédor employment statusesften coupled with
inferior conditions on the job (e.g. exposure tsanial hours, or unsafe conditions) — if employaul] facing
greater risk of unemployment mixed with episodesenfiporary work.Young but not well educated, or with
not-needed skills, are found to be in particulanhwiable positionAged,but low paid, are facing poverty risk
due to low pensions, and health risks — due to nesdes of health systems.

There are groups in the society facisigcrimination and exclusion in spite of some improvements
their position on the LM is hard, and LM outcomes @ferior (e.g. ethnic minorities, persons withesial
needs). Gender differences are persisting, affgatiomenon the LM(their participation and employment rates
are lower, their unemployment rates are higheme@asing is their share in unemployment and, pdatityy in
long-term unemploymentlat the work-place(concerning pay differences, but occupational egafion and
exposure to sexual harassmeat)home(concerning home work and child caring; concerrgneat difficulties
in balancing private life and work). Long-term urgayment, coupled with major structural imbalandeas
become the most critical aspect of Croatian LM, lgvpiolicies to deal with it are emerging too slowdymake
significant impact.

Numerous are those low-paid (there is profoundaiiathent deficit’ for many); numerous are those
exposed to unhealthy, unsafe and/or stressful wgrkonditions, while employers willingness andestpacity
to deal with this was found — inadequate. Potentiaf major improvements in working conditions earty
exist — including greater participation (institutilike Employees Councils are mandated by the-dwt too
often taken just formally), more autonomy and wpliee flexibility, more stimulating pay and traigin
systems; yet managerial capacities to deal with shallenges are still inadequate at too many faumns sectors
(including the public one).

There are vulnerable regions and localities — withrisomely low capacity to substantially improve
employment, working and living conditions. Polatisas in Croatia’s worlds of work cut not only asso
sectors, occupations, but across territory, as.wilis, as noted, produces tremendous pressurdsy po
challenges, but raises a question of moral ecortomyi.e. of solidarity across social groups argiaes.

Nominally, Croatian employees enjoy (with some imtgot exceptions) great deal of security provided
by pension, health and social welfare systems. Kewemajor weaknesses were found — and risks of
compromising even present level of security aré lEtjh. Challenges of imminent reforms are gread #gheir
resolution very much depends on social dialoguesden involved social actors. Yet, weaknesses aficitdeof
that dialogue are found to be important, as are kmesses of actors themselves (fragmentation, low
representativity) — this may lead to inferior p@&but to inferior economic and social outcomes to

One of the most worrisome aspects is certainly edibility of formal institutions, their low
enforcement and policy capacities, coupled with kbowst actors put in them. This increases uncdstaamd
reduces motivation for dedicated and committed adopartnership and dialogue. While further nominal
harmonisation with European political (in terms démocratic deepening), institutional and regulatory
frameworks will certainly provide a terrain wherenéronting ‘hard realities’ might be easier (anadt@uraging
signs of that already exist), success is not imnting/hether decent work conditions for all, as vadl their
sustainability, will come true will only depend awtors and their abilities and true commitmentsdonomic
progress and social justice, both still uncertaid aot universally shared in present Croatian $gpcia that,
strong culture of state paternalism is one of mbforiers to be faced.

Finally, one important issue emerged from this repgack of information, systematic data, reseaant
policy analyses of too many aspects of labour markad working conditions. This undermines the ity aif
reforms, policy making and social dialogue betwpartners. Upgrading knowledge on all relevant aspet
decent work, producing that knowledge systematicallould certainly lead to more realistic and chéeli
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policies and outcomes in relation to expected ofdssely related to that is lack of culture and asfy for
evaluation, as necessary for on-going dialoguellaelavant issues.
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