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Activation programs for unemployment benefit
recipients in Slovenia

Suzana Laporsek,' Milan Vodopivec,? Matija VVodopivec®

Abstract: Activation of the unemployed has been an important topic among policymak-
ers during the last decades. This paper reviews the current measures in Slovenia in the
area of activation of unemployment benefit recipients and it compares its formal require-
ments related to activation against the international background. The paper focuses on
five activation areas: adjustment of unemployment benefit eligibility, improving employ-
ment services, participation in active labour market policies, monitoring and sanctions.
The review lists several recommendations Slovenia should apply to activate unemploy-
ment benefit recipients, including introducing more demanding job search requirements
and increased monitoring of the compliance with these requirements, introducing com-
pulsory participation in active labour market programs, checking the consistency and ef-
fectiveness of the current profiling system, and strengthening the ex-ante effect of sanc-
tions.
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Introduction

Slovenia has a rather generous unemployment benefit (UB) programme, especially for
low-wage earners, resulting in relatively weak financial incentives to move to employ-
ment from unemployment while receiving UBs. For these individuals, the unemployment
trap is among the highest among the OECD/EU countries (Laporsek, Vodopivec and
Vodopivec, 2019). For example, taking a full-time job at 67 percent of the average wage
would result in 80 percent or more of the additional earnings being lost due to taxes and
reduced benefits. Most of the unemployment trap is attributable to the withdrawal of the
UBs (see European Commission, 2022a).
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UB programmes may reduce work incentives, induce welfare dependency and attract
claims from people who may already be working informally. There is also concern that
such programs contribute to long-term unemployment and social exclusion, as well as
create undue fiscal pressures. In recent years, policymakers started to address these con-
cerns by so-called activation policies — efforts to improve work incentives via measures
such as stiffer job search requirements, improved employment support services, compul-
sory participation in ALMPs, stricter monitoring and sanctions regime, and financial in-
centives.

The objective of this paper is to present the current state of affairs with activation policies
in Slovenia. It describes key current measures Slovenia is undertaking in the area of acti-
vation of UB recipients, and it also compares its formal requirements related to activation
against the international background. This knowledge offers a basis for the reflection on
how the international practices might be fruitfully included in the Slovenian and also
broader Central Eastern European (CEE) context.

The paper focuses on five areas of activation strategies. These may be applied to selected
groups — for example, to more employable jobseekers, or a specific stage of unemploy-
ment spells — for example, to early interventions focused on jobseekers who are likely to
worsen their chances of employment if they are not appropriately addressed early in their
unemployment spell. The following five areas are distinguished:

e Adjusting the UB eligibility criteria to strengthen the job search to make the
transition to jobs quicker (and to prevent “double dipping” — working informally
while collecting benefits). These measures include conditionality related to visits
to the employment office, vacancy referrals, job interviews and other job search
activities; change of the definition of a suitable job offer; and stiffer rules about
rejecting job offers. In addition, reduction of the UB generosity is also included,
as it can be interpreted as an activation measure (just a summary/selection of the
most important studies, as there is too much literature out there to do a thorough
review).

e Improving the design, sequencing, and intensity of employment services during
the period of individual unemployment spell to provide just-in-time, efficient
and effective contact/service (including frequent, high-quality counselling inter-
views; introduction of individual action plans; direct referrals to job vacancies;
and profiling).

o Referral to Active Labour Market Programs (ALMPs) — compulsory participa-
tion in a program — such as vocational training or public works — following the
period of an unsuccessful job search.

e  Monitoring of active job search and compliance with other conditions for con-
tinuing UB eligibility.

e Imposing sanctions regarding the UB eligibility and job search.

The organization of the paper is as follows. We first present the features of the Slovenian
UB system and compare its generosity and work disincentives it creates with the EU
countries. This is followed by a literature review that examines international experience
with activation measures. We then describe processes and measures used to activate Slo-
venian UB recipients, followed by policy recommendations. The final section concludes.
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Slovenian unemployment benefits system from the international perspective

As in all CEE countries, Slovenia records rather low expenditures for labour market pol-
icy interventions (see Figure 1), totalling 0.57 percent of GDP in 2019, which is more
than 1 percentage point below the EU average (1.65 percent in 2019). Out of this, 0.13
percent of GDP Slovenia invests in ALMPs and 0.37 percent of GDP in passive labour
market support measures (PLMPs). PLMPs present the highest share in total expenditures
for labour market policy interventions also in other CEE countries, with the notable ex-
ception of Hungary, Croatia, Poland, and the Czech Republic. Labour market services
expenditures present only a minor part, on average 12 percent, of total labour market
policy interventions in most countries.

Figure 1. Expenditure for labour market policy interventions as % of GDP by type of
intervention in 2019, EU countries
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Note: Countries are ranked by decreasing expenditures in 2019.
Sources: European Commission, 2022b; own calculations.

As noted above, expenditures for PLMPs in Slovenia are three times higher than for the
ALMPs, with the vast majority of funds aimed at out-of-work income maintenance and
support. Slovenia’s unemployed workers can claim UBs after the termination of fixed-
term employment or after involuntary termination of employment under the permanent
contract. UBs are earnings-related, determined as a fraction of the wage associated with
the job preceding the unemployment, that is, by the replacement rate, and subject to an
absolute minimum and maximum in nominal terms. This rate is set at 80 percent for the
first three months of the unemployment spell, and it is reduced to 60 percent between the
fourth and the twelfth month of unemployment, and to 50 percent thereafter. The UB paid
is subject to an absolute minimum of EUR 350 gross and a maximum of EUR 892.50
gross. The UB duration is determined by the cumulative duration of employment engage-
ments preceding the onset of unemployment and the age of the unemployed. The UBs
range from two months for young workers with six to eight months of prior employment
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to a maximum of 25 months for workers aged 55 or more (Labour Market Regulation Act,
2013).

From an international perspective, Slovenia has a rather generous UB programme, espe-
cially for low wage earners. Net replacement rate (i.e., a ratio of the net benefit of an
unemployed person and net income earned previously in the job before becoming unem-
ployed, NRR) for single benefit recipients without children for the first two months of
unemployment amounted to 87.6 percent in 2020, if previously earning 67 percent of the
average wage, placing Slovenia among the three EU countries with the highest NRR (see
Figure 2), and 58.7 percent if previously earning the average wage. For benefit recipients
with children, NRRs are also high — in 2020, the NRR in the first two months of unem-
ployment amounted to 83.7 percent for single parents (previously earning 67 percent of
the average wage) with two children (the EU average 79.9 percent) and 83.5 percent for
a one-earner family with two children (the EU average 71.7 percent); for average wage
earners, it ranged from 67.8 to 64.6 percent (in the EU, 67 to 64.6 percent). Later in the
unemployment spell, NRRs are somewhat lower (see European Commission, 2022a).

Figure 2. Net replacement rates for a single person unemployed for two months by the level
of prior-unemployment earnings, 2020, EU countries
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Source: European Commission, 2022a.

Those unemployed who do not qualify for UBs may be eligible for social assistance. Fi-
nancial social assistance in Slovenia is a means-tested cash transfer provided to individ-
uals with no income or income below the statutory set basic minimum income (i.e.,
421.89 EUR in 2022). Recipients of financial social assistance are also eligible for an
activity allowance, aimed to encourage employment or motivation for work. To be eligi-
ble, an individual must be employed or engaged in volunteer work for a minimum of 60
hours per month (Ministry of Labour, Family, Social Affairs and Equal Opportunities of
the Republic of Slovenia, 2022).
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UBs and cash transfers may create work disincentives, especially when coupled with large
taxation rates of personal income. Particularly for families with several dependents, such
circumstances can create an “unemployment trap” or an “inactivity trap” — disincentives
due to non-employment benefits being relatively high compared with expected incomes
when working, as well as the “low-wage trap” — disincentives due to additional taxes and
cash benefit reductions taking away most of the additional earnings from increased hours
worked. An important factor is also a tax burden on labour (for an overview see, for ex-
ample, Laporsek et al., 2019). As shown in Figure 3, Slovenia records one of the weakest
financial incentives to move from unemployment to employment among the EU countries,
regardless of the family type or wage level. By being employed at 67 percent of the aver-
age wage, a single person loses 89.4 percent of the additional earnings due to taxes and
reduced benefits in 2020 (the EU average was 75.8 percent), which puts Slovenia at the
very top of the EU countries. Among other CEE countries, disincentives to move to em-
ployment are rather high also in Croatia, Bulgaria, and the Czech Republic.

Figure 3. The participation tax rate for transition into full-time employment at 67 percent of
the average wage for persons receiving UBs at the initial level (during the first three months
of the receipt), the EU countries, 2020
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Review of literature on the effects of the activation policies

Adjusting UB eligibility criteria refers to two measures (i) stricter conditionality attached
to the receipt of the UBs (i. e., more demanding job search requirements, proving of job
search, more frequent contacting of employment offices, more lenient definition of a suit-
able job) and (ii) reduced generosity of UBs in terms of reduction of either UB replace-
ment rate or potential UB duration, or the combination of both. Both measures increase
the opportunity costs of staying unemployed, thus motivating UB recipients to increase
their job search intensity and reduce their reservation wage. This may increase the prob-
ability of finding a job — or the probability of an exit to inactivity — but of lower quality.
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Empirical studies clearly demonstrate that stricter conditionality imposed on UB recipi-
ents increases the exit from unemployment, however, it may also increase the exit to non-
employment. For example, Manning (2009) showed that tighter job search requirements
introduced with the UK’s UB program reform in 1996 increased the probability of the
exit from unemployment by eight percent. Petrongolo (2009) reported even a stronger
effect (i .e., 20 percent), however, she also found that UBs claimants not necessarily ex-
ited to employment. There is no consensus in the literature about the negative effects on
the quality of post-unemployment jobs. Petrongolo (2009) showed that UB recipients in
the UK were moving to unstable and lower-paid jobs, whereas Lachowska et al (2016)
found that more intense scrutiny of eligibility in the Washington state resulted in greater
earnings in the year following job loss, a shorter spell of nonemployment, and longer
tenure with the first post-claim employer, with the effects being stronger for low-paid
workers.

Under improved employment services, the second measure we analyse in our paper, we
refer to practices introduced by the Public Employment Service (PES) aimed at improving
the quality of its services. The most used practices are (i) preparation of individual action
plans (IAPs) early in the unemployment spell,* (ii) direct referrals to jobs (caseworkers
providing referrals of a specific vacancy to jobseekers),® and (iii) jobseeker profiling.t
Improved employment services can enhance job-matching technology, with favourable
effects on employment probability and post-unemployment outcomes. Hainmuller et al
(2016) found that lowering of caseloads in Germany resulted in a decrease in the duration
of unemployment and an increase in the re-employment rate of UB recipients as well as
in the increase in jobseekers’ post-unemployment earnings. Similar findings are reported
also for more intense, personalized services and more frequent, high-quality interactions
of counsellors with jobseekers (see, for example, Michaelides and Mueser, 2018; Weber
and Hofer, 2004; Pedersen et al, 2012; Crépon et al, 2005). On the other hand, studies
found that preparation of IAP is ineffective (see, for example, Scheider, 2010) and that
direct referrals to jobs increased the probability of applying for jobs, but not of finding a
job (see, for example, Engstrém et al, 2012). As for profiling, we are unaware of studies
documenting the effectiveness or efficiency of this measure.

The third activation program we address in this paper is the participation in the ALMPs
—such as vocational training or public works — as a condition to retain UBs. This program
may produce ambiguous effects on the duration of unemployment, the job-finding rate,
and post-unemployment wages, as there are two types of the effects that are at work: (i)
by improving skills and helping jobseekers in other ways, participation in ALMPs can
help improve employment prospects — and thus increases participants’ reservation wages;

4 An individual action plan (IAP) — an agreement between the jobseeker and PES — describes the
jobseeker's situation and determines goals and, most importantly, activities that the recipient should
do in order to achieve those goals. The main purpose of IAP is to raise and/or maintain an adequate
job search intensity of the jobseeker.

5 OECD countries provided between 0 to 8.1 direct referrals per registered unemployed annually
(OECD 2007).

6 Profiling — categorization of the unemployed aimed at assessing their prospects to find a job — can
help distributing PES resources more efficiently across jobseekers with different jobs prospects (for
example, more resources can be used on jobseekers that have lower re-employment chances).

80



(i) the obligation to attend an ALMP under the threat of benefit sanctions increases the
opportunity costs of staying unemployed (particularly if the programme participation is
not valued by the jobseeker), resulting in an increased job search intensity and reduction
of the reservation wage just before the formal deadline for programme entry. Most of the
empirical studies found that the mere threat of participation in ALMP has a non-negligible,
positive effect on the transition rate from unemployment into employment. In contrast,
the effects of programme participation per se have less clear-cut effects, partly because
of the lock-in effect, and may thus improve or worsen the probability of exit from covered
unemployment. For example, Rosholm and Svarer (2008) found significant threat effects
of the Danish activation programme, increasing the employment probability (but only
during the period of benefit receipt) and reducing the duration of unemployment on aver-
age by 1-3.5 weeks. Similarly, Graversen and van Ours (2008) showed that the same
program increased the job-finding rate by 30 percent and reduced the median unemploy-
ment duration by 18 percent. However, the authors conclude that the job-finding rate is
increased predominantly because of more intensive contacts with the unemployed. The
impact of compulsory ALMP participation on post-unemployment wages and job quality
has been less researched. The only study we found is Graversen and van Ours (2011)
which reports a negative effect on wages as well as on employment duration but none of
the effects was statistically significant.

Monitoring refers to checking whether UB recipients undertake an active search, that is,
sufficient search activity to continue to qualify for benefits. More intense monitoring
might increase the opportunity costs of staying unemployed, thus motivating jobseekers
to increase their job search intensity and reduce their reservation wage. The empirical
literature provides conflicting views about the effects of monitoring on the exit from un-
employment. While some studies confirm positive effects of monitoring on the exit from
unemployment — an increased probability of the exit rate to employment as well as other
destinations, including training and education (see, for example, McVicar, 2008 and
2010; Cockx and Dejemeppe, 2012; van den Berg and van der Klaauw, 2019), other stud-
ies find an insignificant or limited effect of stricter monitoring (see, for example, Ash-
enfelter et al, 2005; Micklewright and Nagy, 2008). Other proven effects of monitoring
include a reduction in post-unemployment wages. For example, van den Berg and van der
Klaauw (2019) show that monitoring reduces the starting post-unemployment wage by
1.7 percent.

If recipients of UBs do not comply with the eligibility criteria, they may face a warning
or a sanction. The sanction may be permanent or temporary and may involve a partial
reduction or complete removal of UBs. Sanctions increase the opportunity costs of stay-
ing unemployed, thus affecting the duration of unemployment as well as post-unemploy-
ment outcomes. Empirical studies show that sanctions increase the probability of leaving
unemployment and also taking a job. For example, Lalive et al (2005) found that in Swit-
zerland, the threat of sanction increased the probability of the exit from unemployment
by 25.2 percent, whereas the imposition of the sanction by additional 19.8 percent. In
another study on Switzerland, Arni et al (2013) reported a threat effect of a 15.9 percent
increase in the probability of the exit rate to employment and an additional 16 percent
increase in this probability due to the imposition of the sanction. Similar findings are also
available for other European countries (see, for example, Abbring et al, 2005; van den
Berg et al, 2004; and van der Klaauw and van Ours, 2013 for the Netherlands, Hofmann,
2012; Boockmann et al, 2014, and Hillmann and Hohenleitner, 2015 for Germany, Svarer,
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2011 for Denmark, and van den Berg and Vikstrom, 2014 for Sweden). But sanctions also
have strong unintended side effects: they increase the probability of the exit to inactivity.
Arni et al (2013) showed that a warning increased the probability of the exit to inactivity
by 99 percent, and that the imposition of the sanction added additional 67 percent. Hill-
mann and Hohenleitner (2015) also reported that the imposition of the sanction increased
the exit rate to non-employment by 6079 percent. Sanctions also reduce post-unemploy-
ment wages, and they lower the quality of post-unemployment. Arni et al (2013) found
that earnings of jobseekers who leave the system after a warning are lower by 8 percent
in the first month and by 10.7 percent after 24 months, with the imposition of the sanction
reducing them by additional 7.9 percent) Similarly, in the Swedish context, van den Berg
and Vikstrom (2014) reported that sanctions cause individuals to accept jobs with, on
average, 4 percent lower hourly wage in comparison to non-sanctioned, with the effect
persisting in the long run. Authors also report that sanctioned recipients have a higher
frequency of part-time jobs resulting in, on average, two hours less per week than non-
sanctioned. In addition, they also conclude that sanctions lead to a loss in human capital,
as they force recipients to take jobs that require fewer years of schooling.

Activation policies in the Slovenian UB system

In continuation of this section, we present “the state of affairs” in the area of activation
of UB recipients in Slovenia. It describes the characteristics and key practices of activa-
tion policies and compares formal requirements related to activation against the interna-
tional background.” i.e., especially to Austria and Germany,® which are often taken as
country examples for policy making in Slovenia, and to other transition countries and the
OECD average.

Adjusting benefit eligibility criteria

The frequency of regular, mandatory reporting to employment offices in Slovenia is de-
termined by individual employment plans and thus varies across jobseekers. The usual
frequency is once per month to once in three months, as deemed appropriate by the em-
ployment counsellor. This frequency depends on the profile of the jobseeker and local
circumstances (above all, the likelihood of the emergence of new vacancies). The fre-
quency is thus determined on substantial grounds and not by formal rules that often de-
generate such visits into a “signing-on” routine. The reporting is used to check continuing
UB eligibility — above all, to verify unemployment status and jobseeker’s job-search ac-
tivity — and to provide information about vacancies as well as training and other ALMPs
of interest to jobseekers.

PES of Slovenia has experimented with requiring more frequent visits, with some, but
limited success. In 2012, PES temporarily required that registered jobseekers had to report

7 Information was gathered, among others, at a workshop on activation held at the National
Employment Service of Slovenia in 2016.

8 Germany serves as an example of best practice also due to the Hartz reform introduced in 2005,
which developed a two-tier activation system and contributed to a marked reduction in unemploy-
ment (see Fertig and Csillag, 2015).
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twice a month at employment offices, thereby significantly increasing the frequency of
visits. A more frequent visiting requirement seemed to work at the beginning, but later
on, it degenerated into a “signing-on” routine. After a few visits, the ability of PES to
offer useful services was exhausted, with jobseekers wondering what the purpose of visits
at such frequency was (Workshop at the Employment Service of Slovenia, 2016).

Figure 4. Comparing the strictness of UB eligibility criteria, Slovenia and selected
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Note: The group of transition countries includes Bulgaria, Croatia, Czech Republic, Estonia, Hun-
gary, Latvia, Lithuania, Poland, Romania, Slovak Republic, and Slovenia.

Legend:

Availability during ALMP participation

1: No demands on availability for work during par-
ticipation in ALMPs

2: Participation in some ALMPs requires availability
for work

3: Participation in most ALMPs requires availability
for work

4: The unemployed should always be available for
work while participating in ALMPs, but are not
required to actively search for work

5: The unemployed should always be available and
actively searching for work while participating
in ALMPs

Demands on geographical mobility
1: No demands on geographical mobility

Demands on occupational mobility

1: The unemployed can refuse job offers in other oc-
cupational areas or with lower wages indefi-
nitely

2: The unemployed can refuse job offers in other oc-
cupational areas or with lower wages for a lim-
ited period of 6 months or more

3: The unemployed can refuse job offers in other oc-
cupational areas or with lower wages for a pe-
riod of less than 6 months

4: No explicit reservations but the unemployed per-
son’s qualifications, previous remuneration and
the length of the unemployment spell are taken
into account

5: The unemployed must accept all job offers that
he/she is capable of doing

Other valid reasons for refusing job offers



2: The unemployed must accept a daily commuting  1: Countries with five valid types of reasons for re-

time of up to 2 hours per day fusing jobs

3: The unemployed must accept a daily commuting  3: Countries with three or four valid types of reasons
time of up to 4 hours per day for refusing jobs

4: The unemployed must accept a daily commuting  5: Countries with two or less valid types of reasons
time of 4+ hours per day for refusing jobs

5: The unemployed must be willing to move

Compared to other OECD countries, some of Slovenia’s regulations regarding the strict-
ness of benefit eligibility criteria are stricter and some looser than regulations (Figure 4).
Judged by “Availability during ALMP participation” and “Demands on geographical mo-
bility,” Slovenia’s regulations pretty much conform to the OECD and transition countries’
averages. If we look into more detail on selected countries, Austria and Germany have
stricter rules about the work availability during ALMP participation. Among the transi-
tion countries, the rules are stricter only in Estonia, Romania, Poland, and the Czech Re-
public. Regarding geographical mobility, Slovenian UB recipients have to accept full-
time job offers with a maximum of 3 hours of commuting time, German within 2.5 hours
and in Austria up to 2 hours. Among the transition countries, the rules are stricter only in
Croatia, where there are no limits on travel-to-work time per day, yet there are provisions
that a job must be accepted outside the place of residence if it is located within 50 km or
if the accommaodation is provided (OECD, 2022). In contrast, the rules are the least strict
in the Czech Republic, Romania and Slovakia as all these countries provide allowances
for mobility for work. As for occupational mobility, in Slovenia and Austria, UB recipi-
ents can refuse job offers from other occupational areas in an early period of UB spell,
while in Germany, in general, UB recipient is expected to take any job that corresponds
to his general and personal capabilities. Compared to transition countries, Slovenia’s rules
are less strict. For example, in Poland and Hungary, which record the highest strictness
indicator, the unemployed have to accept an adequate job if offered and cannot restrict
the job search to the occupational or professional field (although the rules are not fully
implemented in practice) (see OECD, 2022). According to other reasons for rejecting a
job offer, Slovenia’s rules are stricter than such rules in OECD and transition countries
on average, and stricter than the rules in Germany and Austria.®

Improving employment services

In this section, we focus on certain aspects of PES that are most closely related to activa-
tion: an individual employment plan preparation, direct job referrals, intense interviews
during the unemployment spell, and profiling. We also present statistics on the casework-
ers” workload, as it is an important determinant of the intensity of contacts with jobseek-
ers.

Individual employment plan preparations. Setting up an individual employment plan has
been an important component of the activation strategy of Slovenian jobseekers. An em-
ployment plan — a mutually agreed document specifying goals and actions to be taken by
the jobseeker, as well as the commitments by the employment service — is prepared early

9 As with other rules described below, it is important to realize that what we compare are indeed
“rules in the books.” In reality, the comparison of such rules across countries may be misleading,
to the extent that the strictness of their implementation varies across countries.
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in the unemployment spell. According to the Employment Services of Slovenia Guide-
lines on the implementation of the Act on the Regulation of the Labour Market, an indi-
vidual action plan is made for each unemployed registered with the PES Slovenia no later
than 14 days after the registration. For “directly employable” jobseekers (those that are
motivated, possess the right set of skills and the necessary know-how to conduct job-
search activities) a “shortened plan” is made within two weeks after registration, and for
the subset of these jobseekers — for those who are still unemployed four months after the
registration — an in-depth plan is also prepared (Employment Service of Slovenia, 2011).
In general, jobseekers are satisfied with their plans.

Intense interviews during the unemployment spell. Both in 2014 and 2015, about 313
thousand life-long career orientation events were delivered. Among the beneficiaries, the
long-term unemployed were strongly overrepresented in the more intense, follow-up ac-
tivities (in-depth counselling, including counselling for the handicapped) (Workshop at
the Employment Service of Slovenia, 2016).

Referrals to vacant jobs. It has been a long-time practice of PES offices to refer jobseekers
to vacant jobs posted by employers. Since 2011, employers are no longer mandated to
post vacancies to PES, but employers continue to turn to PES with vacancies. They do so
expecting that PES will preselect suitable candidates, thereby reducing the number of
applicants employers themselves have to consider — and PES offices do precisely that,
with a clear priority of keeping employers satisfied. In 2015, for example, the total num-
ber of direct referrals by PES was 103,138 (0.9 referrals per unemployed); while no firm
number of actual placement is available, “an informed estimate” is that more than half of
the referrals was successful, that is, was placed to the job position that they were referred
to (Workshop at the Employment Service of Slovenia, 2016).

Profiling. Slovenia uses a so-called “counsellor-based” profiling, where the classification
of jobseekers into three categories — directly employable, employable after additional ac-
tivities and employable after in-depth interventions — is decided by counsellors, with con-
sent from jobseekers (and there is little desire for statistical profiling). One of the ad-
vantages offered by profiling is reducing the burden on caseworkers, as it allows them to
selectively focus on specific groups of jobseekers, which adds to the efficiency of their
services. But the sentiment is that profiling, to be really useful, should be used in combi-
nation with other measures. For example, profiling is very useful to select jobseekers for
public works, as only persons with an unemployment spell of over two years that need
extra help are referred to. Moreover, as resources for ALMPs cannot do justice to the
demand for participation in these programs, effective profiling is needed to channel re-
sources to those who need help the most (see the review by OECD, 2015, on how such
channelling is done in various OECD countries).

Caseworkers’ caseload. The average caseworker’s caseload in Slovenia was 435 jobseek-
ers per person in 2014, and it dropped — primarily reflecting the reduction in the number
of unemployed — to under 400 in 2015. Besides regular counselling, selected caseworkers
provided also follow-up (in-depth) counselling, including counselling of the handicapped.

Except for few aspects, Slovenia’s practices do not deviate much from those of OECD
countries, although in certain aspects international practices themselves vary substan-
tially. Slovenia’s PES seems to be lagging a bit by less intense direct referrals and a lower
frequency of intense interviews (Table 1).
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Table 1. International comparison of PES practices

Slovenia

OECD countries*

Setting-up indi-
vidual employ-
ment plan

Referrals to va-

cant jobs

Frequency and
timing of in-
tense interviews

Profiling

For all unemployed an individ-
ual action plan is made within
two weeks from registration

In 2015, 0.9 referrals by PES
per registered unemployed
Employer and jobseeker need
to report the outcome of the re-
ferral (and employers must
also inform unsuccessful can-
didates).

Detailed registration interview
Follow-up interview every
three months or earlier, if
needed

Profiling is done before the
preparation of an individual
employment plan
“Counsellor-based” type of
profiling is used. The unem-
ployed are assigned to counsel-
lors specialized on certain
groups of unemployed (for ex-
ample, long-term unemployed
Or young persons).

Nearly all countries set such
plans (some only for certain
categories of jobseekers)
Timing varies from initial reg-
istration to nine months after
registration

Number of direct referrals per
registered unemployed per year
ranges from 0 (Canada) to 7
(Switzerland), typically 2-3.
Nearly all countries require
employer, jobseeker, or both to
report on the outcome of the
referral

Detailed registration interview
in all countries

Follow-up interviews either set
as fixed interviews or sched-
uled by counsellor’s assess-
ment; in just over a quarter of
countries at least five intensive
interviews per the unemployed
per year

Most OECD countries use pro-
filing

Profiling is done at the time of
registration, together with the
preparation of an individual
employment plan

Based on profiling, in some
countries the unemployed are
assigned to counsellors special-
ized on certain groups of un-
employed (for example, long-
term unemployed or young
persons).

Source: For Slovenia, Employment Service of Slovenia (2011), direct communication with PES;
for OECD countries: OECD Employment Outlook 2007 (data refer to 2004-06).

The exceptionally strong role of the Employment Services of Slovenia as a job broker
needs to be emphasized. According to the OECD (2016), more than 18 percent of Slove-
nian workers who have recently started a new job indicated the involvement of PES in
finding their present job — the highest share among all EU countries. Similarly, among
methods used to find work, the likelihood of contacting PES in Slovenia was much above

the European average.

Slovenia is lagging behind more developed countries judged by the ratio of registered job
seekers to PES staff. In comparison to Austria, Belgium, Germany, Sweden and even the

86



Czech Republic, Slovenia’s ratio of registered jobseekers to PES staff is bigger more than
twice (Figure 5). Judging by this ratio, the caseworkers’ caseload in Slovenia is also much
bigger (of course, the caseload — comparing the number of jobseekers and the number of
counsellors — may not be linearly related to the jobseeker — PES staff ratio; note that the
latter tends to be even three times smaller than the former).

Figure 5. The ratio of registered jobseekers to PES staff in European countries (around 2014)
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Source: Calculated based on Eurostat (2020) and WAPES (2016).

Compulsory participation in active labour market programs (ALMPS)

In Slovenia, there is no obligation to participate in ALMPs upon reaching a certain stage
in the unemployment spell, but if referred, UB recipients need to comply to keep the
benefit. The non-existence of mandatory participation requirement may be related to the
fact that Slovenia’s ALMPs are underfinanced — for example, in 2016 the funding allowed
for the inclusion of 24,800 job seekers while the demand for such programs was much
greater (according to our conversation with the national employment service staff, most
of the registered unemployed expressed interest in such participation). Remarkably, while
Slovenian jobseekers face the harshest sanctions for refusal to participate in an ALMP
programme (see below), in 2015 in only two cases the receipt of UB was terminated due
to such a refusal.

Slovenia’s sanctions for refusing ALMP intervention are the strictest among the compar-
ator countries (Figure 6); interestingly, transition countries have, on average, stricter sanc-
tions than OECD countries. In Slovenia, refusal of ALMP participation leads immediately
to benefit termination and the person is removed from the register. Similar rules apply
also in Romania, Slovakia and Croatia. In contrast, Austria and Germany have signifi-
cantly milder sanctions. In Germany, the sanction for the first refusal is a 3-week suspen-
sion, for the second a 6-weeks suspension, and for subsequent refusals a 12-week suspen-
sion. In Austria, the suspension for the first refusal is either the period during which
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ALMP participation is refused or 6 weeks, whichever is smaller, and for subsequent re-
fusals up to 8 weeks.

Figure 6. Comparing the strictness of sanctions for refusing ALMP intervention, Slovenia and
selected comparators (2020)

First refusals / failures of ALMPs/PES interventions Repeated refusals / failures of ALMPs/PES interventions

Slovenia Slovenia
OECD average OECD average
Transition countries average

Transition countries average

Austria Austria

Germany Germany

5 0 1 2 3

Indicator strictness

Source: OECD.Stat, 2022.

Legend: 1: 0-4 weeks (including benefit reductions and sanctions until compliance); 2: 5-9 weeks; 3: 10-14
weeks; 4: More than 14 weeks; 5: Loss of remaining benefit entitlement.

Monitoring and sanctions

In Slovenia, monitoring of job-search activities and work availability is implemented via
regular scheduling of interviews by counsellors. At such interviews, fulfilments of agree-
ments from the individual employment plans are verified, and planned activities cor-
rected, if deemed necessary. Attention is paid to six categories of jobseekers’ needs: suit-
ability of employment goals; job-search capacity; possession of adequate knowledge and
skills; motivation; health problems; and situational barriers (Employment Service of Slo-
venia, 2011).

Certain groups may warrant stricter monitoring than others, given the existence of the
“unemployment trap” or other disincentives to search for work. For certain groups of the
unemployed, especially the low-skilled and those at the beginning of their career, the sum
of cash benefits and other benefits (reduced payment of kindergarten, higher child allow-
ances) exceed their expected wage, so they face low incentives to take a job — and PES
could focus their monitoring efforts more intensely upon these groups. Moreover, while
it may not be useful to “go after” all job seekers, PES may put under more scrutiny those
UB recipients who are likely to engage in the grey (shadow) economy and may, in fact,
not be unemployed.* On the other hand, note that a special group of older workers — those
eligible for 25 months of UBs, followed by a two-year period of paid social security

10 According to the estimations of the European Commission (2018), the shadow economy in
Slovenia accounted for 23.3 percent of GDP in 2015, placing Slovenia in the upper third of the EU
countries. Moreover, undeclared work presented 13.2 percent of labor input in 2013. Reasons for
high involvement in the shadow economy go from a high tax wedge, rigid employment protection
and burecrautic limitations in declaring seasonal work (Nastav 2009).
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contributions — are de facto early retirees and are, for all practical purposes, beyond the
reach of PES.1

In Slovenia, sanctions for UB recipients are quite rarely used. In 2015, sanctions for a
non-active job-search were applied to 211 jobseekers and in the first ten months of 20186,
to 163 jobseekers. While the number of sanctions for a non-active search was of compa-
rable magnitude in 2013 and 2014, it was much higher, at 684, in 2012, the year that PES
intensified the required frequency of reporting at employment offices. In the case of sanc-
tion, PES must be able to document the reason for doing so. Documentation for the refusal
of job referral, for failing to appear for an interview, and for the rejection of placement to
a job is readily available. If subject to sanction, the unemployed can appeal first to the
Ministry and then to the Labour court.

From an international perspective, the formal rules regarding the strictness of monitoring
in Slovenia are similar to those in Austria and Germany (Figure 7). In Slovenia as well as
in Austria and Germany UB recipients are obliged to report their job search, as well as to
document it (with copies of job applications, proofs of application, and employer contact
information) and prove it to the counsellor during interviews. This is the case also in
several other transition countries, with the exception of Poland and Romania, where there
is no check of a job search activity, and Hungary, the Czech Republic and Bulgaria, where
a job search activity is irregular or ad-hoc. However, in general, only in Austria, Croatia
and Estonia, the frequency of job-search reporting must be done every month. In contrast,
in Slovenia and Germany, the frequency of reporting is set individually, whereas in Po-
land and the Czech Republic, the frequency of reporting is not regulated.

Slovenia’s strictness of sanctions for refusing job offers is, as in several other transition
countries, very severe (Figure 8). In Slovenia, the sanction for a refusal of a suitable job
offer or an interview is the deletion from the unemployment register and consequently
the loss of the benefit entitlement. A similar rule applies also in Bulgaria, Croatia, Slo-
vakia, and Romania. In Austria, the sanction is a suspension of benefit during the period
when an offer of a suitable job is being refused or 6 weeks maximum for the first refusal
and 8 weeks for additional refusals. In Germany, the sanction for the first refusal is the
suspension of benefit for 3 weeks, for the second refusal the suspension for 6 weeks, and
for any additional refusal a suspension of 12 weeks. Both Germany and Austria have
substantially milder sanctions than transition or OECD member countries, on average
(see Figure 8).

1 According to the Ministry of Labour, Family, Social Affairs and Equal Opportunities of the
Republic of Slovenia (2016), in recent years a large number of workers (about one third of new
retirees) has transitioned to retirement from unemployment benefit receipt or from the status of the
unemployed person with paid social security benefits — the problem that the mentioned document
elaborates upon and addresses with comprehensive reform proposals.
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Figure 7. Comparing strictness of monitoring, Slovenia and selected comparators (2020)

Documentation of job-search activities

Slovenia

OECD average

Transition countries average

Austria

Germany

Source: OECD.Stat, 2022.
Legend:

Documentation of job search:

1: No check of job-search activity

2: Infrequent or ad-hoc checking of job-
search activity

3: Frequency of job-search activities var-
ies for different jobseekers and/or
during the unemployment spell (on
average less than quarterly)

4: All unemployed must regularly prove
job-search activity (monthly or quar-
terly)

5: All unemployed must often i.e. every
week or every second week prove
job search

-

Frequency of job-search reporting

Slovenia

OECD average

Transition countries average
Austria

Germany

Frequency of job search:

1: No formal requirement

2: The person must regularly affirm that he or she has under-
taken some actions to find work without specifying what
these were (e.g. must tick a box “searched for work” on a
claim continuation form)

3: The person must regularly affirm that he or she has under-
taken some actions to find work and specify what these were
(e.g. keeping a job-search diary)

4: The person must regularly supply the name and address (or
equivalent documentation) of employers that he or she has
contacted

5: The person must regularly produce declarations by employers
that he or she has applied to for work

Figure 8. Comparing the strictness of sanctions for refusing a job offer, Slovenia and selec-

ted comparators (2020)

First refused job offer
Slovenia

OECD average

Transition countries average
Austria

Germany

Source: OECD.Stat, 2022.

Repeated refusals of job offers

Slovenia

OECD average

Transition countries average

Austria

Germany

-
-

Legend: 1: 0-4 weeks (including benefit reductions); 2: 5-9 weeks; 3: 10-14 weeks; 4: More than 14 weeks; 5:

Loss of remaining benefit entitlement.
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Policy recommendations

Slovenia has, from an international perspective, rather generous UBs, and as a result,
weak financial incentives for the unemployed to accept jobs. In recent years, policymak-
ers started to improve work incentives, especially for recipients of UB programs, by ac-
tivation policies, aimed to improve the employability of jobseekers. Slovenia, which faces
one of the highest long-term unemployment rates among OECD countries (38.8 percent
of total unemployed in 2020 compared to the OECD average of 18.4 percent), should
upgrade the activation policy by taking the following actions.

Subject jobseekers to more demanding job search requirements, together with
increased monitoring of the compliance with these requirements. The measure
would entail more frequent contacting of employment offices and increased
quality of services during such contacts, including intense, personalized, high-
quality counselling and increased acquisition of vacancies and of the frequency
of vacancy referrals, as well as more intense follow-ups on the job-search
process.

As the first step, introduce pilots — in the form of controlled experiments, that is,
with the ex-ante design of treatment and control groups — to test the effectiveness
of the above approach.

One example of piloting involves a more intense job-search assistance and other
“support measures”. Such a pilot could include increased acquisition of
vacancies as well as of the frequency of vacancy referrals, improved job
interview training; more intense/frequent interviews with counsellors, including
referral follow-ups and revisions of individual action plans, if needed; and more
intense job club support. The target groups for such intensified work should also
be carefully selected. Moreover, to adhere to the holistic principle, such pilots
may be combined, if the jobseeker is still unsuccessful after a certain period, by
participation in ALMPs.

Strengthen the ex-ante effect of sanctions. Slovenian jobseekers face some of
the harshest sanctions for the refusal of participation in an ALMP programme
and for refusing a job offer, with a low incidence of sanctions themselves. To
strengthen the threat effect of the sanction system, one may want to reduce the
size of the sanction and increase the incidence of sanction use. Also, this
approach needs to be tested via a controlled experiment.

Check the consistency and effectiveness of the current profiling system. The
current system leaves a lot of discretion about the classification of jobseekers to
counsellors. Based on extremely rich, individual-level data databases that exist
on jobseekers (comprising the complete work history covering employment and
unemployment spells as well as wage data), the current way of profiling could
be contrasted by statistical profiling, and the predictive power of both checked
on historical data.

Conclusion

The literature on activation shows that there are many effective tools available to PES to
help “activating” UB recipients. The precise configuration of activation policies and the
claimant groups targeted vary across countries, but such policies often combine stiffer
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employment-related obligations and job search requirements, compulsory participation in
ALMPs, financial incentives, and stricter implementation of sanctions which, by reinforc-
ing eligibility conditions, seek to strengthen incentives to exit from unemployment.

Despite the wealth of studies on activation policies, still, no consensus has been reached
about some of the programs’ effects. Strong or suggestive evidence about the potential to
reduce the duration of unemployment spells exists in all five areas of activation policies
reviewed. At the same time, attention must be paid to the side effects of such measures,
including increased exits to non-employment and lower quality of post-unemployment
jobs. Although findings for Slovenia are country-specific and cannot simply be trans-
planted to other countries, they can be used as a starting point by policymakers also in
other CEE countries. Importantly, the implementation of policy changes in the area of
activation needs to account for country-specific, “starting conditions” to avoid or mini-
mize its unintended effects. For example, in an environment of strong monitoring, impos-
ing additional sanctions may “backfire” in the sense of speedier reemployment, but at the
cost of lower post-unemployment earnings and/or lower job quality. In contrast, in the
environment of lax monitoring, the same measure may simply intensify the job search,
without worsening the post-unemployment outcomes.
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