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Abstract 

The Slovak and Czech Republic’s formation of the labor market under new conditions was 

closely connected with privatization, increasing pressure of adaptation process in the 

business sector to new competitive conditions, as well as dealing with over-employment and 

closing some unprofitable productions. All these facts together along with the need for a fast 

increase in productivity of labor posed new problems for the labor market, which has 

affected development of employment and its structure to some extent. The contemporary 

labor market in the Slovak and Czech Republic is characteristic of a high level of long-term 

unemployment, very high unemployment of persons with low educational level, high 

unemployment among young people, great regional disparities in unemployment, and 

extremely high unemployment of Romany national minority.  
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INTRODUCTION 

Although the existence of unemployment itself is considered a natural part of market 

economies, it was an unknown problem for our economy until 1990.  In the beginning of the 

transformation, the federal government responded late and by inadequate tools to the 

unemployment phenomenon. Consequently, its uncontrolled development (particularly in 

Slovakia) started to constitute a crucial economic as well as political and social problem. Its 

significance in the federal state was stressed also by the fact that the unemployment rate in 

the Slovak and Czech Republic had considerably different development. In the end of 1992, 

the unemployment rate in the Czech Republic constituted 2.6%, in Slovakia the rate was 

over 10%. 

Unemployment emerged as a logical and inherent phenomenon of depression in the 

beginning of the transformation process when a cumulative employment decline in the years 

of depression was evidently lower than a cumulative GDP decline.  

If we consider the fact that in period of centrally planned economy over-employment was 

present, it has to be pointed out that it also existed in first years of the transformation. It 

meant that a significant portion of the labor force had been used only partially. Hence, after 

the economic growth recovery, there was not a need to hire new workers; the experts 

considered this as one of the paradox causes (particularly remarkable in Slovakia) when, in 

the period of a strong economic growth, there were only small employment changes.  
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The split of the federation brought about to Slovakia not only economic losses connected 

with the partitioning of common property, but it even induced the expenses connected with 

creation of new institutional mechanism as well as the expenses needed to maintain their 

proper functioning in the conditions of an emerging state. It is indisputable that above-

mentioned facts influenced in a distinctive way also the formation of economic policy of that 

period.  

One of the weaknesses of an economic policy (mainly in Slovakia) was the problem of high 

unemployment that summoned in the beginning of transformation and it still persists. 

1 Analysis of unemployment in Slovak and Czech Republic in 

1993 – 2004 

1.1 Analysis of unemployment in the Slovak Republic in 1993 - 2004 

Slovak economy had been known for its high unemployment rate during the entire observed 

period. Until 1994, when the first official Selective Labor Force Inquiry was finished, the 

unemployment rate reached an average value of 14 %. Afterwards, an employment growth 

caused its rate to decline until the first half of 1996. Since the second half of 1996 

unemployment started to rise once again. Excess supply of labor force over demand was 

increasing since 1998.  

Statistical unemployment observed according to the Selective Labor Force Inquiry (average 

for a particular period) is mentioned in the Figure 1.    

Figure 1: Unemployment rate development in the Slovak Republic (%) 

 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 

Total 12,2 13,7 13,1 11,3 11,8 12,5 16,2 18,6 19,2 18,5 17,4 18,1 

Men  13,3 12,6 10,2 10,9 11,9 16,0 18,6 19,5 18,4 17,2 17,3 

Wom

en 

 14,1 13,8 12,7 12,8 13,2 16,4 18,6 18,8 18,7 17,7 19,1 

Source: Slovak Statistical Office (Selective labor force inquiry). 

During the entire observed period women were suffering more from unemployment than 

men. In 1997, there was a new administrative division implemented in Slovakia. 

Consequently, there was an increase in the number of districts with unemployment rate over 

20%. Region of Bratislava maintained the lowest unemployment rate in a long-run. 

Traditionally region of Banska Bystrica (26.6 %), region of Košice (25.2 %) and region of 

Prešov (22.9 %) constituted the regions with the highest unemployment rate where among 

others it was unfavorable educational structure of work applicants that contributed to 

perseverance of high unemployment rate. 

A substantial proportion of unemployed (more than a half) constituted long-run unemployed, 

what can be definitely assessed as a very negative phenomenon. This value did not change 

distinctively in past years. In 1999, the proportion of long-run unemployed within an entire 

unemployment constituted 48.7 % what made 195 400 unemployed people. In 2000, the 
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proportion of long-run unemployed increased to 55.3 % what made 261 000 people. The 

number of long-run unemployed increased until 2004 to 291 000 people. Women suffer 

more from long-run unemployment than men. 

Figure 2: Long-run unemployment in the Slovak Republic (in thousands of 

persons) 

 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 

2  

years 
75,5 77,3 54,2 55,6 56,3 82,1 

117,
4 

101,
7 

103,
4 

90,0 82,2 

more than 

2 years 
63,7 94,9 92,4 93,8 

104,

4 

113,

3 

144,

2 

181,

2 

188,

0 

190,

8 

209,

0 

Source: Slovak Statistical Office. 

The presence of long-run unemployment is the most obvious in persons with a low level of 

education. Nowadays unemployed with elementary education, vocational training and 

secondary education without final school leaving exams constitute almost 70 % of long-run 

unemployed. 

Slovak market is distinctive for its exceptionally high unemployment of young people. 

Figure 3: Unemployment of 15 – 24 years old people 

 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 

% 27,3 24,8 21,0 21,7 23,6 32,1 35,2 37,3 36,1 32,2 32,0 

Source: Slovak Statistical Office 

 Unemployment development in Slovakia was influenced by an insufficient linkage between 

school system and labor market, low mobility of labor force, inappropriate ratio between 

social and work incomes, low creation of work places, restricted opportunities to use the 

tools of active labor market policy and unclear property relationships in bankrupting 

companies. Unemployment rate was influenced by other factors which included a low 

courage to fight the black labor, false privatization and insufficient flow of foreign direct 

investments. 

The labor productivity also negatively influenced unemployment rate. From an economic 

perspective, growth of labor productivity is a positive trend but it leads indirectly to a decline 

in number of work places. The dynamics of GDP growth higher than 2 % had a positive 

impact upon the employment growth. The economic growth in 1993 – 2000 did not have an 

effect upon activation of work places creation. The growth of productivity of labor in 

corporate sphere was reached by a decrease in employment.  

It can be inferred that non-motivationally set unemployment insurance system, what led to 

its misuse, constituted particularly negative role too. According to opinions of some analytics, 

people in Slovakia accustomed to a high unemployment rate relatively fast, especially due to 

the presence of black and so called gray labor market. It is definitely an undesirable 

phenomenon that not only makes it unable to tackle high unemployment effectively but even 

it creates incredible losses in public funds. Although it is a phenomenon commonly found in 

most developed economies, their longstanding experience generate adequate and effective 

measures to suppress this problem.  
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1.2 Analysis of unemployment in the Czech Republic in 1993 – 2004 

Czech labor market had undergone significant changes since 1993 that were brought about 

by new economic conditions. The Czech Republic constituted the country with the lowest 

unemployment rate among the Visegrad Group countries in the first four years because 

employment in entire industry rose.  However, there was also increase in the number of 

inhabitants who abandoned voluntarily the labor market as a consequence of their early 

restriction of labor activity. This situation started to change in 1997 in the Czech Republic 

after the monetary crisis when the unemployment rate was gradually increasing as a 

consequence of economy restructuralization and weak efficiency of economy. 

There was a development on labor market during 2000 that indicated gradual reduction of 

misbalance between demand for labor force and its supply. Whereas there was a deepening 

of employment decline in all fields of industry and unemployment was rising in 1999, the 

development of main indicators of the labor market in 2000 signalized the change of 

tendencies that were persisting hitherto. There was a process of unemployment reduction 

which could have been observed for entire 2001, most distinctively its second half. Positive 

development was influenced mainly by the activation of domestic economy and growth of 

work opportunities generated by foreign investors; moreover, there was a rising of work 

opportunities in smaller domestic firms encouraged by active employment policy. There is 

additional evidence that substantiate the reduction of misbalance between demand and 

supply in 2000; there was a gradual increase in number of vacancies reported in Office of 

Labor and decreasing number of people registered within this office. In the end of year there 

was a ratio of average one vacancy to 8.8 unplaced workers in the whole Czech Republic. In 

the preceding year there were about 5.1 unplaced workers more. In order to compare, we 

may state that there were 93.7 registered people in Slovakia for one vacancy in 1999, 84 

registered people in 2000 respectively. Even though the above-mentioned number is rather 

high for Slovak economy, the positive fact is that since that year the ratio of unplaced people 

to one vacancy started to decrease remarkably. 

When analyzing unemployment according to gender we find out that women are more often 

exposed to the loss of job than men. Unemployment of women was evidentially higher than 

that of men during the entire observed period. There was a women unemployment rate in 

2000 of about 10.6 % compared to that of man which constituted 7.3 %. Unemployed 

women constituted 53.2% of all long-run unemployed. There was a decrease of 

unemployment rate of women to 9.9% and that of men to 7.0% in 2004. 

Figure 4: Unemployment rate in the Czech Republic (in %) 

 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 

Men 3,6 3,4 3,3 3,9 5,0 7,3 7,3 6,7 5,9 6,1 7,0 

Wome

n 
5,2 4,8 4,7 5,9 8,2 10,5 10,6 9,9 9,0 9,9 9,9 

Total 4,3 4,0 3,9 4,8 6,5 8,7 8,8 8,1 7,3 7,8 8,3 

Source: Czech Statistical Office. 

Since the beginning of the economic transformation in the Czech Republic there was an 

emergence, and in subsequent years due to gradual steps of this transformation, a 
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deepening of misbalance between supply and demand for labor force in regional structure. 

The areas with prevailing mining and heavy industry and agricultural areas, which were 

touched utmost by restructuralization in progress, were exhibiting constant problems with 

high unemployment. Region of Moravskosliezsko, region of Ustecko and region of Olomouc 

were the regions which had the most distinctive problems. 

There was an expressive regional differentiation of unemployment launched in 1998, after 

unemployment rate exceeded 10% in some region; this induced social tension. In 2000, 

region of Juzna Morava (8.3 %), region of Zlin (8.1 %) and region of Karlove Vary (8.4 %) 

joined the above-mentioned regions. There was the highest ratio of job applicants for one 

vacancy in these regions (from 10.3 to 31.8 people) due to low supply of work places.  

Region of Praha indicated the lowers number of job applicants, followed by region of Česke 

Budejovice (3.3 people) and region of Hradec Kralove (5.8 people). In 2004, region of 

Moravskosliezko and Ustecko reached the unemployment rate of 14.5 %, region of Olomouc 

12.0 %, region of Karlove Vary 9.4 %, region of Juţna Morava 8.3 % and Zlinsky region 7.4 

%. Other regions exhibited unemployment rate of less than 7 %. 

Distinctive misbalance on labor market existed and still perseveres on the stage of particular districts. 

The most crucial problem with unemployment could have been observed on the verge of 2000 in 

northern Bohemia, particularly in Most, Louny a Teplice districts as well as in northern Moravia in 

Bruntal and Karvina districts. On the other hand, low number of people without work could have been 

observed in some districts of central Bohemia as well as in Prague-east and Prague-west districts. 

Nevertheless there was a gradual relaxation of tension on labor market, the problem of long-

run unemployment started to appear. Persisting disproportion between supply and demand 

for labor force in qualification and professional structure deepened long-run unemployment. 

In the course of several years, particularly 1999 – 2000, there was a rapid increase of people 

who were unable to find work in a long-run (more than one year). In 1999, long-run 

unemployed constituted 29.7 % of all unemployed; in 2000 they constituted as much as 38.4 

%. Long-run loss of job generates not only serious economic and social problem but it has 

also destructive impact upon human psychology. There were 108 500 people exposed to 

such an impact in 2000 in the Czech Republic; in 2002, the number of long-run unemployed 

decreased to 71 000 people, however since 2003 long-run unemployment started to rise 

slightly once again. Very long unemployment (more than 2 years), which had a rising trend 

during entire observed period (Figure 5), starts to pose a particular threat for Czech 

economy in recent years.      

Figure 5: Long and very long unemployment in the Czech Republic        

(in thousands of persons)                                     

 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 

1 - 2 
years 

29,2 30,6 28,6 38,6 57,6 88,7 108,5 89,1 71,0 77,5 82,7 

more 
than 2 
years 

15,4 27,7 28,2 31,2 41,3 74,8 106,2 125,0 117,0 119,1 135,2 

Source: Czech Statistical Office. 
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When analyzing unemployment according to age, the most endangered group were people 

aged 15 – 19.  In 1994, the unemployment rate of this group constituted 13.2 %, in the 

course of subsequent ten years it increased to 41.9 %. The second most endangered group 

were people aged 20 – 24; the unemployment rate of this group constituted 9.2 % in 1994, 

ten years later it reached 17.6 %. The third most endangered age group were 50 – 54 years 

old people who exhibited the change of the unemployment rate from 1.8 % in 1994 to 7.4 

% in 2004. The increase of unemployment rate could have been observed in other age 

groups, however these changes were negligible.  

Figure 6: Unemployment rate in the Czech Republic according to age (in 

%) 

 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 

15 – 19 years 13,2 13,1 13,3 16,5 25,1 31,8 33,6 37,3 35,8 38,4 41,9 

20 –24years 6,2 5,6 5,1 6,4 9,1 13,6 14,2 13,7 13,5 14,8 17,6 

Source: Czech Statistical Office. 

Formation of labor market in new conditions in both economies was closely connected with 

privatization process, speeding-up of adaptation process pressure in corporate sphere upon 

new competitive conditions, solution of overemployment in existing enterprises and 

companies and shut-down of several unprofitable enterprises. All these facts coupled with a 

need to quickly raise labor efficiency posed new problems for labor market that influenced 

employment development and its structure in diverse ways.    

There were the following fundamental problems of labor market in the Slovak and Czech 

Republic during the transformation process: 

 Persisting unemployment 

 Missing system of investment stimuli for new investors and insufficient support of 

mainly small and medium businesses 

 Missing regional development policy 

Low territorial mobility of labor force, induced mainly by the absence of working market with 

price-affordable houses and low level of infrastructure and transport networks, caused that 

the aim of regional policy  effective and balanced development of all parts of the republic  

was not accomplished. 

 Insufficient range of active employment policy  

Above-mentioned problem was caused mainly by unprepared legislation in the first years of 

transformation. Active employment policy was executed ad hoc in this period. The change 

was observed as late as there were preparations being made in order to allow the Slovak 

and Czech Republic to enter the European Union. It meant that there should be an explicit 

preference given to ability to work and be employed contrasting to passively receive social 

security benefits; apparently, there were respective financial amounts allotted to this field.    

 Misbalance between wage level and social security benefits 

 Insufficient respect of labor market demands by the system of education 

 Foreign labor forces and their legal and illegal arrival  
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It is characteristic for both economies that unemployment that emerged in recent years was 

due to strong competitive pressures and increase in productivity of labor; what is more, it 

was an illustration and consequence of high macroeconomic inequality. There was a creation 

of long-run unemployment, unemployment of people with low level of education, high 

unemployment of young people, immense regional differences in unemployment and 

significant unemployment of Roma people in both economies. 

There were following determining factors that influenced the status of unemployment in the 

Slovak as well as Czech Republic (when we do not take into account the factors connected 

with the restructuralization of economies): 

 Rigidity of labor market 

 Low rate of contribution of labor market active policy to reduction of 

unemployment 

The most distinctive weakness of this policy was the field of retraining that should have 

played the most crucial role in unemployment reduction 

 Level of territorial mobility for a job 

 Excessive tax and social security contributions 

High non-wage expenses for a labor force together with tax load had also an impact on 

unemployment of workers with low qualification.  

Prevalence of unemployment (its regional character, rising of long-run unemployed and 

rising differences between unemployment of endangered groups and the rest of population) 

started to constitute a real threat for economy. 

2. Development of unemployment rate in Czech and Slovak 

Republic in 1993 – 2007, the prediction for the 2008 and 2009 

and some regional disparities in these Republics 

   1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 

Slovak 
Republic 

%   13,7 13,1 11,3 11,9 12,6 16,4 18,8 19,3 18,6 17,5 

Czech 
Republic 

% 4,3 4,6 4,1 3,9 4,8 6,5 8,8 8,9 8,2 7,3 7,8 

European 
Union 

% 9,9 10,7 10,4 10,7 10,7 10,2 9,4 8,4 8 8,4 8,9 

 2004 2005 2006 2007 

Slovak 
Republic 

% 18,1 17,9 14,6 11 

Czech 
Republic 

% 8,3 8,3 7,1 5,3 

European 
Union 

% 8,9 9 8,2 7,1 

Source: the author from the Slovak and Czech Statistical Offices and Eurostat 
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Prediction of unemployment rate in CR and SR 

  2004 2005 2006 2007 2008P 2009P 

SK unemployment % 18.1 17.9 14.6 13.2 12.9 12.4 

CZ unemployment % 8.3 8.3 7.1 6.7 6.5 - 

Source: MFSR, MFČR. 

Regions with highest unemployment in Slovakia in 1997 

 

 

 

 

 

 

 

 

 

 

Region of Prešov 22.9% 

Region of Banska Bystrica 26.6% 

Region of Košice 25.2% 
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The cause of unemployment misbalance: among others reasons it was unfavourable 

educational structure of work applicants.  

Regions with highest unemployment in Czech Republic in 1997 

 

Region of Karlove Vary 8.4% 

Region of Zlin 8.1% 

Region of Brno 8.3 

The cause of unemployment misbalance: restructuralisation of mining industry, heavy 

industry and agricultural sector. Consequent lower demand. 

Regions with highest unemployment in Slovakia in 2007 

 

 

 

 

 

 

 

 

 

 

Region of Prešov 13.8% 

Region of Banska Bystrica 20.0% 

Region of Košice 15.9% 
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The cause of unemployment misbalance: low mobility and flexibility of labour force. It 

still remains the actual problem of Slovak (and Czech) economy. 

Regions with highest unemployment in Czech Republic in the fourth 

quarter of 2007 

 

 

 

 

 

 

 

Region of Karlove Vary 8.3 

Moravian-Silesian Region 8% 

Region of Usti nad Labem 9.3 

The cause of unemployment misbalance: low mobility and flexibility of labour force. It 

still remains the actual problem of Czech and Slovak economy. 

Conclusion 

The current period may be perceived as breakthrough and decisive; it is alleged whether the 

Slovak and Czech Republic will follow the path oriented at economic growth and high level of 

production competitiveness for which there is an inevitable condition to have good 

vocationally-prepared and sufficiently qualified labor forces. It depends upon many factors to 

what extent the Slovak and Czech Republic will profile as efficient, flexible, research and 

development countries for which creativity, innovations, knowledge and skills are 

characteristic. One of these factors is the education of labor force. 

Favorable development in the field of unemployment should have been closely intertwined 

with the removal of main causes of unemployment. Therefore, the emphasis should be given 

on national-economic policies and national plans of employment (as it exists already in the 

EU countries). 
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