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Present in the European political discourse in the early '90s, the concept of flexicurity, achieved 

by the contraction of two terms, flexibility and security, emerged in the European Union with the 

adoption of the Communication "Towards Common Principles of Flexicurity: More and Better 

Jobs through Flexibility and Security" in June 2007. 

This study, result of the research internship undertaken in October-December 2011 at WIFO, 

aims to capture the main dimensions of labor market flexicurity, the quality of social partnership 

and the present status of the targets set by of Europe 2020 Strategy. 

Europe 2020 Strategy aims, among other objectives, at achieving a series of targets specific for 

the labor market, in the European context, such as: 

- Employment for the population aged between 20-64 years, 

- Reducing the number of early school leavers,  

- Increasing the share of university graduates in the population between 30-34 years, 

- Reducing the number of people affected by poverty and social exclusion. 
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Flexicurity - concept, principles 

International Labor Organization, since it was founded in 1919 by the Treaty of Versailles, has as 

main task the improvement of working and life conditions. ILO standards are a reflection of the 

Member States’ will to ensure, by international regulations, the fundamental human right to work 

and social security as well as its related rights: 

- freedom of association; 

- prohibition of forced labor; 

- equal opportunities and fair treatment for all. 

The concept of labor market flexicurity has resulted from the contraction of two terms, taken 

carefully into account by both employees and employers, respectively: 

- flexibility, an aspect monitored, in particular, by employers and employers’ associations; 

- security, an element found in the attention of employees and trade unions. 

Health and safety at work is synthesized as the heart of the International Labor Organization’s 

preoccupations. Framework Convention on Social Security no. 102/1952 established, with the 

flexibility required by the diversity existing between the Member States, minimum levels of 

benefits in nine areas of social security deemed as essential: health care, sickness benefits, 

unemployment compensations, old age benefits, compensations for accidents at work and 

occupational diseases, benefits to families, maternity benefits, disability benefits, survivors’ 

benefits. 

                                                      
15 This work was co-financed from the European Social Fund through Sector Operational Program Human Resources Development 

2007-2013, project number POSDRU/1.5/S/59184 „Performance and excellence in postdoctoral research in Romanian economics 

science domain” 
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Any State interested in ratifying the Convention on social security must comply with the 

minimum standards for at least three of the areas identified, of which at least one should refer to: 

unemployment compensations, compensations for accidents at work and occupational diseases, 

old age, disability or survivors’ benefits, and the state may commit itself afterwards to respect 

rules regarding other areas of social security. Community standards consider the social dimension 

of EU labor market as a whole: 

- free movement of people, goods, services and capital; 

- increasing the welfare of EU citizens and especially those who work within it; 

- working conditions: job security, wages and working time, labor relations, unemployment and 

employment, protection of employees (in case of insolvency, the protection of young people at 

work) etc. 

For the first time the term flexicurity was used in the Netherlands in the mid ‘90s to correct 

discrepancies between an inflexible labor market in terms of employers, who could dismiss 

employees with contract of indefinite duration only with great difficulty, and an uncertain 

situation on the labor market for employees who needed an increase in job security. The balance 

between flexibility and security on the labor market, expressed by flexicurity started to become a 

serious concern for the social and political partners from Denmark, Belgium, Germany, Austria 

and France, so the term flexicurity began to offer consistency to the European political discourse 

from 1996-1997. 

The flexicurity concept can be defined as "a political strategy that seeks to increase labor market 

flexibility in a synchronous and deliberate manner, in work organization and labor relations on 

the one hand and social security and employment on the other hand, especially for the vulnerable 

groups of workers inside and outside the labor market "16. 

The popularity of the term flexicurity lies not only in its quality of political strategy, since 

flexicurity is also a historical process involving not only politicians but also social partners, 

between which sometimes heated debates occur and they are both accustomed to the art of 

negotiation and compromise. „Flexicurity represents, first of all, the degree of security of the job, 

employment, income and of the combination facilitating the careers and biographies of workers, 

with a relatively weak position, and allowing sustainable and qualitative participation on labor 

market and social inclusion, while providing a degree of numerical flexibility (external and 

internal), functional and wage related,  that allows appropriate and timely adjustment of labor 

market to the ever changing external conditions in order to increase competitiveness and 

productivity”17. Secondly, flexicurity can be considered an appropriate analytical framework for 

analyzing flexibility and security of labor by international comparisons or comparisons within 

certain branches and sectors of the national economy.  

 

Comparative Data on Taxes and Social Contributions 

The labor market in each country is influenced by the overall level of tax and contributions paid 

by employers and employees. In our analysis we have monitored the general level of taxes in 

GDP, top statutory income tax rates, standard value added rates and an example of calculation of 

personnel costs for a gross salary of 2000 euro per month, in Romania and Austria. 

a. Tax Revenue in GDP 

Fiscal philosophy on which the budgetary and fiscal policy mix is based is very different in 

Romania compared to Austria. While Romania collected in 2009 only 27% of GDP from the state 

budget, well below the European average - 38.4% -, Austria collected 42.7% in the same year, 

according to table 1. 

 

                                                      
16 Ton Wilthagen, Ralf Rogowski, Legal Regulation of Transitional Labor Markets, Cheltenham Publishing House, 2002, p. 233. 
17 Ton Wilthagen, Frank Tros, The concept of flexicurity a new approach to regulating employment and labor market’s Transfer, 

European Review of Labor and Research, nr. 10/2004, p. 166. 
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Tax Revenue in GDP 

           Table no.1 

          % 
  

EU 27 38.4 

EA 17 39.1 

Austria 42.7 

Romania 27.0 

Source: Own processing from http://ec.europa.eu/eurostat 

 

b. Standard Value Added Tax Rate 

VAT is an important source for each EU country budget. Under the impact of international 

financial crisis that led to a reduction in consumption and therefore in VAT revenues, some 

countries have increased the rate of VAT, as the case of Romania, which increased the VAT rate 

by 5 percentage points, while other countries, including Austria left unchanged the VAT rate, as 

can be seen from the analysis of Table No. 2: 

 

Standard Value Added Tax Rate 

Table no.2 

         % 
 2010 2011 

EU 27 20.4 20.7 

Austria 20.0 20.0 

Romania 19.0 24.0 

Source: Own processing from http://ec.europa.eu/eurostat 

 

c. Top statutory income tax rates 

The level of the income tax on both persons and companies is very important. The two countries, 

Romania and Austria, practice different levels of income taxation, Romania among the lowest in 

the EU, while Austria is practicing levels above the European average, as can be seen from the 

analysis of Table No. 3. 

Top Statutory Income Tax Rates 

                   Table no.3 

 % 
 Tax on personal income Tax on corporate income 

 2010 2011 2010 2011 

EU 27 37.6 37.1 23.3 23.2 

EA 17 41.4 41.8 25.6 25.5 

Austria 50.0 50.0 25.0 25.0 

Romania  16.0 16 16.0 16.0 

Source: Own processing from http://ec.europa.eu/eurostat 

 

d. Comparative Example of Wage Expenses   

For exemplifying the wage related expenses, a parallel calculus was made, based on the current 

legislation, for a salary of 2000 euro / month for a person who lives in Vienna, respectively in 

Bucharest, with no other dependents, the results being reported in Table 4 and Table 5: 
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Calculation situation of net wage  

                          Table no.4 

Euro 
Wage Earner Vienna  Bucharest  

Gross monthly wage 2000 2000 

Social security contribution  -361 -330 

Income tax -229 -267 

Net monthly wage 1410 1403 

Source: Own processing from http://ec.europa.eu/eurostat 

 

The situation of wages paid by the employer 

            Table no.5 

Euro 
Employer costs Vienna Bucharest 

Gross monthly wage 2000 2000 

Social security 

contribution 

467 520 

Employer contribution 98 36 

Local tax 60 - 

Employer total costs 2625 2556 

Source: Own processing from http://ec.europa.eu/eurostat 

 

Conclusions 

The existent differences fall in the logic of European construction characterized by unity in 

diversity, but they greatly challenge the authorities' ability to ensure a high potential of 

convergence of all the countries participating in European economic area. 

In conclusion, in Table 6 we shall present the differences highlighted by the study. 

 

Summary of comparisons    

Table no.6 
Specification Austria Romania 

Stability of labor legislation High Stability Legal Instability 

Rigidity of legislation on the 

employment protection  

Insured in the European 

legislation 

Insufficient  

Consensual social dialogue Non-regulated, but functional Regulated, but nonfunctional 

Taxation High Low 

Share of the employed population  High  Low 

Research and development 

expenses in GDP 

Important Very Low 

Poverty Rate Low High 

 

We appreciate that the current situation of Romania may be modified if the authorities will pay 

attention to Europe 2020 Strategy’s objectives, for which will be necessary to develop concrete 

programs of action by involving all political parties and social partners. The potential of 

convergence between Austria and Romania is high, and both countries can gain from the 

development of partnership and collaboration relationships. On the Romanian labor market there 

are currently strong employers from Austria such as OMV, Erste Bank, Raiffeisen Bank, 

Wienner Staditche and others, while on the Austrian labor market there are Romanian employees 

working who have adapted to local market’s requirements. 
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