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Executive Summary

Amendments are initiatetd the Labor Code of Geamryin several diedions, including: tightening
the regulations for termination of thenployment contract and labaelations;introduction of the
regulations for mass disissal and increasing the role of statethe praess of colledive dispute
resolution.

The key qustions studiedin this report ae following: What a@e expeded efects of such
regulations? Do they contributeto new job ceation? Do they contributeto improvement of eisting
working conditions? How doreployers responseo such egulations? Whats the relationship beteen
theeonomic crisis and theeduction of the demge of flexibility of the labor marke?

PMC Regach Cente presents economanalysego the Labor Code of Georgia. The analysis is
based oninternational enpiricd studies, expeiences of other countrg and the survey of business
leades’ attitudes to thénitiated amendments to the Labor Codié&eorgia.

The Woid Bank, in its 1990 report, develops the idea that labarket regulations aimed ta
improving thesituation of enployers were adually harming them. OED in its 1994 report, while
seaching thecauses of diferent levés of uneanploymentin OECD member stase highlights the
importance of the labanarket institutions and advices member states teegi@ate thdabor markets.

The analyse of internationh empiricd studies demonstrate that tighteginlabor maket
regulations,worsens thesituation on labor marketn particula reduces the likelihood of eging nev
jobs, increases probabiylibf increasing theshare of shadoweamnomy and makes difficulto adapt
during economic crise

Based on the results of internationadpérica studies, the analyses of amendments planodie
Labor Code of Georgia, give possibility to conclude that mentioned changes wlhbgative imad
on creation of new jobs and will incsEapossibility of shadow economy and pddi corrupion.
Besides, in cgeof ecmnomic crises, it will be difficult for the econonty adapt.

Tightening theregulations for draing and terminating labor contracts will umaguously
increase busirs@men's costs relatetb the enployee Theincreaseof expenses, likely will decrease the
demand for labor fae, which consequently will negatively effect on new job creation oppoiganit

The burden of penanent contids encouiages etrepreneurgo refrain from aeating new job
opportunities. Penanert contlads will provide the entrepreneurs with fewepportunities for
reduction of busings risks, consequently with less mativation for aeation of new jobs. Collapse of
the mechanism, which enables busssman to make courageousedsions on creation of jobsyill
have negative img on provision of new jobs and omgloyment levéin genera

Direct involvement of the state iese of mass idmissal and cokdive disputs, strengthens st
role, and increases stagressure on businesses. Irseaf mass disnissd, making unpopular désion
will be difficult for any politician. In mostases,this will lead to make either popudt deasions or
existence of distorted relations taeeen the state and businesgesrruption ads and so on).

Redwced flexibility of labor market also @aeases businesmen’ chartes to read on time to the
changedriggered ly economic crisis. Ircaseif emnomic situation gés worth it cannot be revised
quickly to improve the situation. For the countries with sneatinomies, which are overly sensitivi®
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the global crisis or similar negative shocls,flexible labor maket creates quick adaptation
opportunities.

The repot provides analyses of the results of the survey of bssileaders$ attitudeto the
amendmentdo Labor Code of Georgia.ilg)le articles of the Labor Code were distributed for
assessmerib the managers of organizations. The respondents assessdthtiges hypothetically, in
form of generaked statements.

Assessng the amendments total, approximaely 46% of busines leades think that these
amendments will not have a positive effect on the improvement of the &signgironment.
Approximaely, 51% of the interviewed busisgleaders believe that the amendments would not have
positive effect on thereation of new jobs.

In assessing the busssenvironment, whicls a pat of any investmentehsion, attentions paid
to the macroeanomic indicators, tax and the Labor Cegdibe cout system, etc. not sepéely, but in
unity. In less developed countsievith lessmacroeconomic stability and rather ek judicial system,
additionaleconomic regulationseduceincentives for new inv@ments.

Based on findings ofrepiricd research as well as analysis of busgleaders attitudesto the
amendmentdo the Labor Code along with consideration of #wnomic situationin Georgia, the
report pesents the followinggaommendations:

e Toreduce a&maximumlevel or abolish restrictions on fixedrm contract;

e To ensure equalityn case of termination of mployment relations beteen employee and
employer, which implies a freedom @fdion for both parties to entertmor exit from the
relations;

e To increasethe degree of &adlom of colective agreements. Theade unions do not hawe
monopoly status granted by law, to conduct collective negotiations on behwplofees;

e To exclude possibility of the Minister of Labor,eHth and Social Afairs to take pat in any
way in the cokdive disputeresolution praesses;

While assessing any legal document or prditdedsion it is importantto foresee possible outcome
Based on the findings ohw®iricd studies outlinedn this paperit could be mentioned that making the
Labor Code stricte for the purpse of protecting enployess, in reality, may cause serious problems
with regard to the improvement of the econostigation.



I ntroduction

In orde to improve working conditions of mployees and to redue unemployment, some
amendments are proposexthe labor code of Georgia. Thanaof the reportis to analyze expected
eonomic efects of mentioned change

Why do the statemterfere in labor market operations? Theemd for regulating labormarket is
justified by deficiencies of free labanaket, which means exploitation and discrimination of the
employee by the mployer in employer-enployee relationships. Thus, thena of the state whd
interferingin labor market oprations is to praed the enployees’ rights.

Four types of mployee progéding regulations can be identified:

1. The state prohits discrimination on labomarket and ensure%asic rights” for employees,
such as: narnity leave, identifcaion of minimal salary level and so on;

2. The state, by means of imposing restrictions onfdh@s and content of labor comits,
increases the expanses for dismissahgiieyees and dermines duration o#vorking time;

3. For purpose of @kening enployers’ positions, the state provides trade unions with monopoly
power torepresent mployees, with the help of codidive ageements; and

4. The states develapechanisms of protectg employees, for exanple, social saurity tools
such as employment benefitsespl training couses and so on.

The changesitiated in the Labor Code of Geamycan be includedhird and fouth categories of
above mentioned miget regulations. The changes limit possibilities for concludingd term labor
contrads; in case of dismssal of the enployeg the enployer hasto provide written explanation of the
reasons for dismissal, upon tteguest of the employe&rade unions hae monopoly power in ctdctive
barganing and the mployee hado negotige with them. The role of state is increasedhe praess of
colledive barganing, for exanple the ninister of labor, health and sotiaffairs has right to appoint
mediator at ownnitiative, in case of disputes. Shorssliof changes demonstrates thihtthese aempgs
of maket regulation limit aflexibility of labor market. How effective @ suchregulations?Do they
hinder ceation of new jobs oto improvement of conditions on iskng ones? How do enployers
responsdo suchregulations? What re the conedions béween thereduction offlexibility of labor
maket andemnomic crsis? These are the key qustions, which will be answered biis researic
report.

The report has the following strwee: 1) the cooept of labor relation, it®fmnomicmeaning and is
role in functioning of theemnomy; 2) review of esting enpiricd studes andinitiated amendments to
the labor code of Georgia and; 3) analyses of the results of quantitativg sfirbasinas leades’
attitude towards the amendments to labor code of Georgia.



1. Labor Relations— Essence and M eaning

Laba relations are cdradual relations. The freedom for entry and exit in labor relatioas ar
important for some reasons. Among thosesonss right of free choices. Aght of free choice should
not berestricted while fomation of labor relations, as restion ofit will hinder to efective distribution
of economic resource which is a key factor for healthy functioningecmnomic system.

In discusang labor relations, oftennterpretations depend on Marxist or postMarxist theories,
which view the mentioned theories rfrodominating position of thengloyer. Emplogrs and
employees & contradicting parties; consequently, ther@ase of stae’s role for protecting the
employees’ rightsis importantfactor. Creation ofegislative tools for regulating mket, ae assaiated
with adivation of left forcesin the government and not with the pess of creation of effective
institutions. According to the theory of politd powe, the groups ofnterests conditioriormation of
similar legslation'.

Are employers and employees contradicting pes? No, howevethey have differeninterests a
seller and buyer of goods. Thmgoyee as seller of goods waritssdl own labor for high price, and
the enployer as the buyer wante buy labor for low pige but despite dierentinterests, enployer and
employee have commoimterest — productivity of labor, whichis assciated with incresing profit for
employer and precondition for ineesing sahry for anployee. Additionally, labor relations are
developedin open syste, which means competition among thengloyers, possibility for alternative
use of labor ando on. Mainly these market mechanismsra main sourcesadr improving enployers’
conditions followingeconomic development.

Dynamic pra@essof labor relations could be imagined as matchingg®baween job opportunitis
and héerogeneous laboforce. The result of matching praseis deermined by the contentious
mechanism for peation and destruction of jobs. The result of artificial influence on mentioned
mechanism will be inefficient allcetion of resourceg, continuance of econonicrises and wsening
condition on labomarket - whichis diredly conneded to the problem ofinemployment. The latter wa
considered just asiacroeanomic problem for long time, and consediigrvays for its solution were
subead of the study of rmaoeconomic policy. Rently, consensus with the regiato importantrole of
labor market institutionsin effedive operation of labor miket is being inceased, since economic
institutes impa the structure ofmativating economic agenféccordingto OECD reports of 1994
labormarket institutions ae main eaon of unemployment in deleped countris.

See: Stigler, George, “The Theory ofEcononic Reguation,”The Bell Jourral ofEconomicsand Management Scient!

(1971), 3-21.Pcsrer, Richard, “Theories of Econonic Regulation”’The Bell Joural of Economicsand Manageme®tience
V (1974), 335358Becker, Gary,“A Theory of Competition aong Presure Goups for Pditical Influence” Quaterly
Jourral of Economics,XCMII (1983), 371-40QEsping-Anderson, Ggsta, @al Faundations of Post-indgrial
Economies,(Oxford, U.KOxford University Pess, 1999)Hicks, Alex, Social Democracy and &fare Cajitalism, (Ithaca,
NY: Cornell University Pess,1999).

2Acemoglu,Daron, “Institutions as the Fundamental @a of Long-Run Growth’, Handbodk of Econonic Growth ed. By

Aghion, Plilippe and DurlaufSteven (ELSEVIER 2005

*0Orgarization for Econonic Cooperation andevelopment (OECD). OECD JoBtudy, Evideme and Expanations, Part t

Labor Market Trend ard Underlying rces of Change. (ParjsOECD, 1994). OE® Jdb Study, Evidence ad
Explanations, Partll: Adjugment Péential of the Ldor Market. (Paris, OED, 1994).
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2. Initiated Amendmentsto the Labor Code of Georgia, labor mar ket
institutions and theresults of relevant empirical studies

Amendments are initiateh the Labor Code of Geadmgin several diedions, including: tightening
the regulations for termination of thenployment contract and labaelations;introduction of the
regulations for mass disissal and increasing the role of statethe praess of colledive dispute
resolution. This section is discussingiated amendments.

The rule for concluding labor coatt excludes possibility for concludingxed term contad, if the
work is not relatedto fulfilment of the work of particular volume or essonal work, or tempaoary
increase of the volume e¥ork or temporary sudditution of the enployee Addition of other objective
conditions regarding the mentioned rule, partialgekens strictnss of given rule, however the press

of implementation of the rule in practice ilaiguous. Signing a labor coaftt in written form slightly
increases cost foreation of new jobs if the labor relations are continued for more than three months.

Regulations ofterminating labor relations ra becoming stricter— in case of violating assigned
obligations, for exaple, the enployer has no righto dismiss the mployeeif any disciplinary measuse
are not aleady used against him/her. Inseof terminating labor relations at thenployer’s initiative,
despite of the reason, themgoyer is obligedo compensee the enploye€s unusedeave proportionaj
to the duration of labor relations. This increases the expanses for terminating laimrsielde latter is
increased by thencrease of incapacity duratiomargin, which gives an opportunity teerminate labor
relations. An important amendmens that enployer hasto justify the grounds for terminating the
contrad even in case if termination happens tiuan enploye€'s request.

Introduction of regulating mass disissal and increase of staterole in colledive disputes i@ also
challenging changeAt any stage of the dispute, the minister of laboedth and social déirs hasright

to appoint mediator at owmitiative and make dedsion on termination of conciliatory procedures.
Legd provision of monopoly condition oftrade union carerning coledive ageements is als@
challenge.

In businesprocess,the changeaording to which the mployee uportermination of labor relations ka
now liability notto use obtained knowledge and espacein benefit of competitor raployer, could
also become a probte

International practice regarding mentionedigdgion is extensive. Labomarket institutes are diérent
by countrie. The regulations conerning important components of labor relationsiserg worldwide
are provided below:

Term of labor contract

Regarding the labor comitt, the issue of cotrad durationis important. As a rule
acording to the legslation, labor contd is concluded bisveen the pdies is considerd
as permanent, however therea possibility for concludindixed term contrat. Some
countries allow the use dixed term contractonly in cases strictly defined by tHaw.
These countries are: Lithuania, Newedand, Romania, Slovenia, Fra® Norway,
Denmark, Estonia, iRland, kaly, Luxemburg, Netherlands, Roguese and Serbia. The
legislation of theg counties allows fixederm contads in case if the contrads related tqg
seasonal jobs and itfulfillment is naturally scheduled or onengloyee is substitutedyk
another.




UK, Sweden, Croatia, Bealgm, Austria, Cyprus, Check Republic, @&ny, Hungary,
Australia, Switzdand, Bulgaia and Turkey the legslation enables the partigs draw
fixedterm contad and the restriction which might be facedthis case ismaximal term
ranging betwen 1-5 \eas. Besides, renewal ohe contad with the same raployee fa
severhtimes is also r&ricted.

Overtime work

Overtime work is prohibited by some iglgtion and is allowed only in fiee major
conditions orin conditions defined by the law ar the event of having permit of releva
agencies.Thes countries are: Bulgaria, Lithuania, &k republic, Belgium. Genany,
Greek,Hungary, tay, Luxemburg, Netheands,Norway, Poland, Pbuguese, Sweden d
Turkey.

Nt

L

Overtime is not allowedin Canada, Australia, Austria,iffand, France, Ireland, Spajn,

Slovakia, Gret Britain and N& Zedand; however, the reimbursement sulare
differentlyregulated in ach country.

Obligation for justification of dismissal
In the event of dismsal obligation for justifications in Gemany (incase of dismissal by
notification, upon the request of thengoyee without the noficaion the Labou

Councils should be imediately notfied), Estonia (in written, bgdive participation of thg

Councils), France (obligation for inviting thenployee in orderto explain thereason)
Ireland (incase of the mploye€s request the formis not mandtory), Italy, Portugues
(written), Luxemburg (ircaseof dismssal on disciplinay groundsin written, onecmnomc
grounds only upon the mploye€s request), mland and Sweden (itase of the
employe€s request in written, in Great Britain (#er one year servicen case of the
employe€'s request).
The enployers do not have obligation for justificatian Belgum, Denmark, Netherlars
and Austria. In Denmér Belgum, Austria, Greee and faly grounds are notetessary for
dismissal, incaseif the notficaion is provided within agred terms.

Resolution of collective disputes
Resolution of cobdive disputes on diérent sages and with different means is esseéritig
following EU countries: Lithuania, lsia, Egonia, Bulgaria (only in public estor),

174

11%

Slovakia, Romania, Poland, Spain, SwedenlaRd, Malta, and Cyprus. There are seMera

institutions for dispute resolution, whiclreathe most fequently applied in different
countries. One of these ingtitions is publicinstitute repesented by labor administratic

which is often used in Belgm, Denmark, Cyprs, Estonia, kland, Malta and Romanip.

Independent agencietEPL) ae also used for dispute resolution. Theg the mos
frequently usedin Austria, Hungay and Gea Britain. Privde companies the mg
frequently are applied in Geece and Italy. In some counsighe representative of t
ministry of laboris appointed for dispute resolution. The maggfientlythis happens i
Belgum, Frarre Chedk Republic and Slovakia. In sontesses, the parties thembaes
create autonomous bodiéor conflid resolution. This system is ehmost fequently
applied in Gemany, Lithuania, Ltvia, Netherlands, Poland and Slovenia.

n,

[

S
e
_]

All above listed changes increase expanses foy antt ext labor relations tightenggulations of such
relations and increases the role of state ineddlie dispute resolution poass,compaed to the
Codein force. In Georga lack of statisttd data on labormaket and expeence of changing regulator
policy, do not give possibilities for analyzing eeqed results of proposed chasgbased on statis#

Labo
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data. Consequently, the ditions of possiblesffects are defined based on the surgewhich sudy
labormarket institutes and effect of thiiechanges oemnomic indcaors.

OECD in its 1994 report, whileesrching the causes of €érent levés of unanploymentin OECD
member stat highlights the importance of the labmearket institutions and advices member states to
deregulate the labomarkets. The Wdd Bank, in its 1990 report, develops the idea that labor market
regulations aimedtamproving the situation ofraployers were a¢ually harming them.

“Labor market policies — minimum wages, job security regulations, and social security — are usually
intended to raise welfare or reduce exploitation. But they actually work to raise the cost of labor in
the formal sector and reduce labor demand ... increase the supply of labor to the rural and urban
informal sectors, and thus depress labor incomes where most of the poor are found. “*(p.63)

In the end XXcentury, many papes were prepared on the imag@ of labor market institutions on
eonomy. The most of papeare dedicatedo study of the expeence of developed countsielhey will

be brefly reviewed in the report, mosyl concentrating on the org the scope of which goes beyond the
expeience of developed countsie

Whatis the possible mechanism through whregulations effect orecmonomy?Tighteningregulations,
which means comptation of procedures for sinissal of the mployee and increase of expanses,
complication of draving coledive ageement and/or preedures for cokdive dismissal, does not
provide entrepreneurs thi possibility of rapid correction of tireactions, which redres possbility for
effective distributionof resouces and labor turnove The latter will be r#ected onlongterm
unemployment, in case of losing job. fl entrepeneurs fd in relecting expanses increaseq¢ b
regulations,in redwed sdaries, the unmployment level will be increased. Restriction of concluding
fixed term contad is also a challenge, which affets employment structure. Arficial facilitation of
permanent contracts will raise saled insides’ problem, when condition of potentiamgployees
(outsiders) is getting worse.

In order to observavhether mentioned theoretical hypothesis @rfirmed or notn empiricd studies,
related research are reviewed below.

Nickelland Layarts survey, studying the experience of 20 OEGRemler stats, suggests that the
increase of tax wedge, benefit duration, union dghsand union covege’ increases overall
unemployment as wik as long-tem unenployment. According to the reach, the eféa of EPL on

unemployment is insufficient.

Blanchad and Wolferg based on Ordinary LeaSquae method, analyze the irapt of labor market
institutions on unmploymentin 20 OECDmember stats, in the period of 1960-1995. The effect of
unemployment benefit, tax wedge, benefit duration, EPL, law on mininmalsand union density on
unemployment is positive, thus, tightening these factaessassociatedo increae of unenployment.
Besides, the importance of labmirket institutionsis increasedywhen macoeconomic shocksra also
included in analyse

“World Bank, World Devalpment Rgort 1990(New York: Oxfad University Press1990)

5 Layard, Richad andNickell, Stgphen,“Labor Market, Institutions andEconomic Performan¢eHandmbok of Labor Econamics ed. By O.
Ashenfelter andd. Cad (Amsterdam Neth-Holland, Vol. 3. 1999)

5Density of trae union is determined by thpropation of the number of trad union membes with total number of employse

"Union coverage is number of emploges which ae not the union member&ut are the party of cobdive or tradeunion ageement dded

to the number of trad union members.

8 Blanchard, Olier and Wolfers, JustirThe Rde of Shaks and Institutins in the Rise of Ewspean Unemploymeh the Aggecpte

Eviderce”, Economic durnd, Vol. 112, pp 879-90 (2000)
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Based on the da of companis, Gomez-Salvador, Messina and Valldrahalyze the impact of labor
market institutesn different diledions, as following: job reallocation rate, new jolbsation coefficient
and job destruction coefficient. Based on the syresults, EPL has negative and stataiy important
effect on job realloaion rate, reduces new jobs creation fi@ent and has negative, but statidtiy
not significant effed on job deerioration coefficientUnemployment subsiding policand tax wedgefo
employment has negaté impad on job ceation. The analysis of sensity of the survey demonstrates
that theresults are robust in dérent specifications of the mod®l.

Initiated amendments to the Labor Code of Georgia: restrictions on concludingctmtads,
compication of the proedures of employe€s dismissd and massive disssd are enployee’
protectivemechanismsin their content. But, the most omeiricd surveys identify that EPL has no
effect or ha slight negative effdcon aggegated indtaor of enployment, also hea significantly
negative eftd on enployment of youth, women and on people with low edion, it also increasea
duration of unmployment and being beyond labfmrce Besids, develops problemms the praess of
adapting witheaconomic crisis. The resultsf negative shocksrarather negativén the countriesvhere
the tools for prading employees are relatively strict!

Botero, JuanDjankov, Simeon, La Porta, Rafael and Lopez-de-Sildfierencio®? study the efds of
regulation of labor markein less developed countries based on stedistlata of 85 countries. The
effeds of regulating dismissal and overtime work, dettive barganing and social security on labor
maket are desthedin the research. The research studiesdr effets of regulating labor meket,
including its im@a on the share of informacnomy in total economy, as Wik as on labor face
volume and urmaployment rae in different age groups. The results of analyses demoadinat
regulation of labor marke the goalof which is neutratation of the problemsaused by so calte
“market failure”, in reality does not hee any positive dect. On the contrary, for exaple, strict
regulation of colective relationds associateavith highshare of shadow economy itotal economy; the
legislations on labor, codidive relations and sociakeaurity law mantain reduction of laboforce, thus,
EPL is rdlected in increse of unanployment. Negatie effeds are much stronger icese of young labor
force, nandy they ae the mostly affected with such iegtions.

Fddmanrt® studies the effe¢ of regulations in developed and developing countriee fEseach
analyses expeerces of 73 countriess analyzedin the survey. One of thdear effeds identified, is
negative impact of striaiegulations ofrecruitment and disimssd, on anployment rate. Negative effec
significantly increasesin case of youth andwomen. For demonstration of possible negative resait
exanple of ltaly can be discussed. Italy has quite striotrket requlations. If taly had flexible
regulations of labor market like USA, itetal unenploymentlevel would bein aveagein 2.3% lower

® Gomez-Saladar, Ranon; Messina, Julian and Valtti, Giovanna, “GrossJobs Flows and Institutions Europ& Eumpean Central Bank
working paper seriesi0. 318 R004)

A5 we mentioned number of such surveys is high. Sefliioaving surveys:: FitoussJP., Jestaz, D., Phelps,D. and E.S. Zoeg&Roots
of the Recent Recoveries: Ldor Reforns or Private-Sedor Forces?”, Brookings Papers ofeconomic Activity, Vol. 1, pp. 237-312.2000),
Mourre, “Has the patternfaggregée employment groth chaxgedin the euo areain recent yeas?”, ECB working paper series, no&85
(2004); Heckman, Jamed. and Carmen PagésThe Cat of Job ®aurity Regulation: Evidencefrom Latin Mnerican Lébor Markets”,
Economia. 1 (1): 109-154, (200p Nickell, SJ, L. Nunziata, and W. OchéiUnemploymenin the OECDsince the 1960s. what do ve
know”, The Eonamic Journal Vd. 115 pp 1-27, (205)

115ee: Betcheman, Godon, “Labor Market Institutions: A Review of Literatur& Badkgrourd Paper for World Devepment R@ort 2013,
12Botero, JuanDjankov, Simeon, La Porta, Raf and Lopez-de-Silans, Florencio,“The Regulation of Labor” The Quartely durnal of
Eoconamics, Vd. 119,Isswe 4, pp. 1139-1382 (2004

BFeldmann, Hornst,“The UnemploymentEffeds of Labour Regulation around the Wibd”, Journal of ComparativdEconamics, Ca 37,
Issue 1, pp. 76-90, (209)
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than exsting one, among women umg@oyment would ben 2,6% lower andn case of youthit would
have been 5,6% lowe

Bernal-Vedugo, Lorenzo, Furceri, Davide and Guillauthetudy also the eféa of labor marke
regulationsin developing countre The issue of flexibility of labor maket and unmployment is
analyzedin the reportjn both static and dynamiaeas. Mentioned survey is thiargest among those
conducted bfere. It coves the expdence of 95 countrieis the period of 1995 2008. The flexibiliy
of labor narket is deermined by following &dors: (1) policy of minimal wageg, (2) regulation of
recruitment and disissd, (3) qualilyy of centralization of coledive bargaining ando on. Relationship
between a flexibility of labor market and unmploymentis analyzed at first stage of the study. The
results demonstta that regulation of labor meket has signitantly negatve effed on enployment
indicator, regulations and expanses for recruitment and idisath have especially high negatigfects.
Increase of tk flexibility of labor maket redwes unanployment in cases of developed and less
developed countrge As for dynamic efliects of labor market, the stug confirms that thdlexbility of
labor market redees unenployment change indicator. Improvement of lalogrket index in one
standard deviation in 0.350.49 percent reduces ungloyment change indicator.

The importance of trade unions is dramaticaigrdased worldwide, during last #6ars.
The charts demonstrate dynamic of percentage indicator of union densigral seuntries in 1966
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14BernaI-Verdugo, Lorero, Furcei, Davide and Guibume, Dominique;‘Labor Market Flexibility and Unemploymen New Empricd
Eviderceof Static and Dgamic Effeds”, IMF Working Papg (2012)
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Accordingto theinitiated amendments, the minister of lableealth and social affairsen get involvel

in conciliatory pr@edures, without applcation of the parties. Beside#) case of mass disnssd the

companies @ requestedo noify the ministry. Mentioned change does not fad#it® formation of
sustainable politid institutes, since sustainability of politd institute depends on the efency of the
institute in terms of adapting to challengjnsituations>. In case of changesit is possible that
bureaucratic institute will not make potil dedsions of economic efftiveness. Besides) the event
of introduction ofthis regulation, probability of politd corruption is being in@ased.

Discussed surveys demonstrthat tightening theegulationsof labormarket, despite of ddared goals,
thatit is focused on improvement ofrgloyments condition,in fact negatively imads creation of new
jobs, increases probabilityf the incease of the share of shadewnomy and complicates possibylit
for adaptabn with economic crise

®*pennington, Mark, Robust Phitical Econany: ClassicaLiberalism and the Future of HiubPolicy (EdwarElgar, 2011
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Analysesof the results of mpiricd surveys give possibility for assessing directions of the clsange
plannedin the labor code of Georgids mentioned abovenitiated changes could be sumzad &
following: tightening pre