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Zusammenfassung

Das tiberwiegend ldandliche Pomurska ist die &rmste und das vorwie-
gend stddtische Osrednjeslovenska die reichste Region Sloweniens. Die
Wirtschaftsstruktur Dienstleistungen, Industrie und Landwirtschaft
zeigt einen greifbaren Prozentsatz an Varianten auf regionaler Ebene
der wirtschaftlichen Entwicklung, der Lohne und Arbeitslosigkeit. Die
Arbeitslosenzahlen sind verbunden mit dem Entwicklungsstand, Loh-
nen und regionalem Standort. Der Entwicklungsstand wiederum ist
verbunden mit Arbeitsproduktivitit, welche am hochsten bei den
Dienstleistungen ist. Lohne sind positiv verbunden mit Arbeitsproduk-
tivitdit und dem Entwicklungsstand. Das Verhiltnis von jungen und
ausgebildeten aktiven Leuten bewegt sich Richtung Dienstleistungen.
Mehr als die Hilfte der Bauern sind im Alter zwischen 45 und 64 Jah-
ren und haben Grundschulausbildung oder weniger.
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Summary

Predominantly rural Pomurska is the poorest and predominantly ur-
ban Osrednjeslovenska is the richest region in Slovenia. The economy
structure by services, industry and agriculture explains substantial per-
centage of variations in regional level of economic development,
wages, and rates of unemployment. Rates of unemployment are associ-
ated with the level of development, wages, and regional location. The
level of development is associated with labour productivity, which is
the highest in services. Wages are positively associated with labour
productivity and the level of development. The substantial proportion
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of young and educated active population moves towards services.
More than half of farmers are age between 45 and 64 years with ele-
mentary school or less.

Keywords: regional development, labour market, Slovenia

1. Introduction

Several studies underlined a crucial role of human capital (educa-
tion/skills and knowledge) in agricultural transformation and eco-
nomic development (e.g. SCHULTZ, 1964). BOJNEC ET AL. (2002 and 2003)
showed that the attained level of education of labour in Slovenian agri-
culture is relatively low, but human capital plays an important role in
mobility and flexibility of labour. With EU-enlargement new opportu-
nities for mobility of labour are likely to occur on a wider EU market.
Relatively high costs of labour in comparison with labour productivity
in Slovenia may cause additional labour shedding in response to in-
creased competitive pressures in the borderless EU markets (e.g. BO-
JNEC, 2003a, b). The major threats are for jobs and incomes in the rural
areas with the prevailing low-skilled labour in labour-intensive manu-
facturing activities, often closely linked with agriculture (e.g. OECD,
2001). BANSE (2002) using a Computable General Equilibrium (CGE)
model found that integration into the EU is likely to have substantial
impacts on agriculture, food processing, and other sectors’ labour and
other factor markets. Rural areas are already largely dependent on dif-
ferent transfers linked to labour or agriculture. There is a need for in-
vestments in human, social (trust, norms, institutions) and physical
capital (technologies, renewable natural and non-renewable) in rural
areas. Investments in human capital to improve quality of labour in
agriculture and to increase mobility and flexibility of labour are the key
issues in synergy reducing labour mismatch and improving efficiency
in labour flow adjustment (e.g. BOJNECET AL., 2003).

The combination of own financial resources with EU structural and
regional funds may provide opportunities for such development in
naturally less favoured, economically and socially depressed areas (e.g.
SAPARD, 2001, EUROPEAN COMMISSION, 2002). In the case of Slovenia,
these are largely mountain areas and the border-areas particularly in
the north-eastern rural parts of Slovenia bordering with Croatia. Con-
sidering that EU structural, regional and rural policies have had a posi-
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tive development role in several EU members upon membership; they
are an opportunity for new members from Central and Eastern Euro-
pean (CEE) countries, including Slovenia. The aim of this paper is
therefore to highlight some general and specific regional, rural and ag-
ricultural issues associated with labour and employment that are im-
portant for long-term sustainable agricultural, rural, regional and eco-
nomic development in Slovenia. We also tested some hypotheses, but
due to the lack of appropriate data they are limited to some basic re-
gression relations.

The rest of the paper is structured in the following way. We start with
brief presentation of methodology and data used, and after then with
the detail presentation of the empirical results. Final section summa-
rized and derives main conclusions and policy implications.

2. Material and methods

The available statistical evidence on GDP/value-added, employment,
unemployment, and wages from national account and other macro-
and sector-evidence are used to present labour in Slovenia by sectors
and statistical regions, and evidence on labour in agriculture from the
Farm Structure Survey (June 1997), and the Agricultural Census 2000
(SORS, 2002).

The analysis of economic, social and demographic potentials by main
sectors and regions is important for better understanding labour policy
implications associated with the EU accession. Agricultural labour
structures are analyzed in broader macro-economic environment in
combination with labour productivity, level of economic development,
and structure of the economy with the relevance of the results for pol-
icy implications.

We estimated ordinary-least square (OLS) regressions across 12-statis-
tical regions in Slovenia using the rate of registered unemployment,
level of development (GDP per capita), and wages, respectively, as de-
pendent variables.
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3. Results

3.1 Structure of the Slovenian Economy by Activities

The structure of the economy is an indication of the level of economic
development: high share of services and lower share of agriculture is
an indication of higher level of economic development. The importance
of industrial activities may vary across regions depending on different
region-specific factors that may be considered as advantage or disad-
vantage in economic development. The evidence suggests that impor-
tance of agriculture and industry, respectively, in Slovenia is declining
while the importance of services is increasing. The share of agriculture
and industries in employment is higher than in value-added, and vice
versa for services. As a result, labour productivity in agriculture and
industries is less than average in the economy, and vice versa for ser-
vices (Figure 1). It is interesting to notice that the gap between em-
ployment and value added shares is converging for industries resulting
in an increasing tendency in labour productivity closer to the economy
average. The gap is also converging for services with more stable share
in value added and increasing share in employment resulting in a de-
clining labour productivity closer to the economy average. The decline
in already relatively low level of labour productivity is recorded for
agriculture, which varies depending to definition of labour in agricul-
ture (e.g. BOJNEC, 2001).

Figure 1: Labour productivity by activities
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Source: STATISTICAL YEARBOOK OF SLOVENIA, various issues
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3.2 Slovenia by Statistical Regions

Regional data in the EU are based on the NUTS (Nomenclature des Uni-
tés Territoriales Statistiques) levels.! Slovenia at the NUTS 0, 1, and 2 is
considered as the one region.? At the NUTS 3 Slovenia is divided into
12 statistical regions (Table 1). Jugovzhodna Slovenia by area and Os-
rednjeslovenska by population, respectively, are the largest statistical
regions in Slovenia. The population density in the former is among the
lowest, while in the latter is the highest. Zasavska is the smallest
NUTS 3 region. Slovenia is largely urban-rural country with strong ru-
ral roots. According to the population density and the percentage of
the population living in rural areas, only Osrednjeslovenska with the
capital of Ljubljana, and traditionally coal-mining Zasavska region, are
predominantly urban. Pomurska, Jugovzhodna Slovenia, Notranjsko-
krasgka, and Goriska are predominantly rural. The population declined
in the regions situated in the north-eastern parts of Slovenia. It in-
creased or remained more stable in the central and the western parts of
Slovenia. The statistical regions with the decline in population also ex-
perienced the highest rates of registered unemployment.

1 The NUTS 0 level comprises the EU-15 Member States. The NUTS 1 level com-
prises 77 regions. The NUTS 2 level comprises 206 regions. The NUTS 3 level
comprises 1031 regions, and NUTS 5 includes the level of local municipalities or
communes.

2 Slovenia is in a group of smaller European countries by the size of population (a
bit less than 2 million) and the size of area (20,273 km?). The NUTS 4 comprises
local administrative units (58 in Slovenia) and the NUTS 5 municipalities (about
193 in Slovenia).
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Table 1: Basic data by statistical regions

Area Population Popula- Population Registered

(km?, (thousands, tion den- predomi- unemploy-

2002) 2001) sity (2001) nantly* ment rate (%,

2001)

Total 20,273 1,992.0 98.3  Urban-rura 11.8
Pomurska 1,337 124.1 928 Rura 17.7
Podravska 2,170 319.9 147.4  Urban-rura 18.4
Koroska 1,041 74.0 711  Urban-rural 11.2
Savinjska 2,384 257.0 107.8  Urban-rural 14.0
Zasavska 264 46.2 175.0  Urban 14.8
Spodnjeposavska 885 69.8 78.9  Urban-rura 14.3
Jugovzhodna Slovenia 2,675 138.2 517 Rurd 9.9
Osrednjeslovenska 2,555 491.0 192.2  Urban 8.0
Gorenjska 2,137 197.1 922 Urban-rural 9.0
Notranjsko-kraska 1,456 50.7 348 Rurd 9.8
Goriska 2,325 120.2 517 Rurd 5.9
Obalno-kraska 1,044 103.9 99.5  Urban-rura 9.3

Note: Rural (population density below 150 inhabitants per square kilometre and over 50% of the
population living in rural communities); Urban-rural (15 to 50% of the population living in rural
communities); Urban (population density greater than 150 inhabitants per square kilometre and less
than 15% of the population living in rural communities).

Sources: STATISTICAL YEARBOOK OF SLOVENIA, 2002; SLOVENIA IN FIGURES (2002); AND CENSUS
OF POPULATION (2002)

Registered unemployment rates by statistical regions. The registered rate of
unemployment is the highest in Podravska, Pomurska, Zasavska,
Spodnjeposavska, and Savinjska, while the lowest in Goriska and Os-
rednjeslovenska. We regressed the rate of register unemployment
across 12-statistical regions: Rate of register unemployment = f [Level
of development (- GDP per capita); + Wage level; + Location dummy;
Structure of the economy (+/- Service sector, +/- Industry , + Agricul-
ture)]. We were not able to obtain variables on education and experi-
ences of employed as a reason that they are not included in the regres-
sion specification.’ The regression analysis showed that the rate of reg-
istered unemployment is negatively and significantly associated with
the level of economic development measured by the GDP per capita,
and positively and largely significantly associated with wages and lo-
cation (Table 2).

3 Education variable in terms of years of schooling might be particularly impor-
tant.
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Table 2: Ordinary Least Square (OLS) regressions of the registered rates of unemployment
(%) across 12-statistical regions, 1999

Explana-
tory
vari- () @ (©) (4) ©®) (6) @ ®)
ables:
Ln(GDP -17.40 -33.72 -36.66 -35.80 -35.59 -36.34 -35.87 -35.92
per (3.06*** (1.92%*)  (3.63***  (359***  (410%**  (4.80***  (4.60%**  (4.61***
capita) ) ) ) ) ) ) )
Ln(Wag 29.98 59.16 46.57 46.94 70.78 62.56 62.59
€ (0.98)  (3.16*** (216%*)  (272**)  (4.82***  (343***  (345***
) ) ) )
Location 5.81 543 5.56 6.55 6.28 6.27
(4.39***  (4.04***  (4.87***  (6.36***  (5.65***  (5.65***
) ) ) ) ) )
% 011 0.06
services (1.12) (0.80)
% -0.14 -0.06
industry (1.97**) (0.81)
% 043 0.40 0.34
agricul- (2.69**)  (2.34**) (1.65%)
ture
Constant 170.96 -46.14 -378.68 -238.27 -233.40 -252.94 -432.92 -426.60
(3.29%** (0200  (2.51**) (1.23) (1.57%)  (419%** (2.50%*)  (2.40**)
) )
R2 0.48 053 0.86 0.88 091 093 0.94 0.94
F_ 9.3*** 5.1** 16'8*** 13.3*** 18.1*** 24'2*** 18.5*** 18.6***
statistic

Note: In — natural logarithm. Dependent variable: Registered rate of unemployment (%). t-statistics
in the brackets. Location dummy 1, if Pomurska, Podravska, Koro3ka, Savinjska, Zasavska, and
Spodnjeposavska, and 0 otherwise.

*** Significant at the 1% level, ** significant at the 5% level, * significant at the 10% level.

The differences in the registered rates of unemployment across statisti-
cal regions are positively associated with wage differences across sta-
tistical regions and the location in the north-eastern parts of Slovenia
(Pomurska, Podravska, Koroska, Savinjska, Zasavska, and Spodnje-
posavska). The positive wage-unemployment effect suggests labour
cost adjustments via reduction in employment with an increase in un-
employment, and with wage increases for those employed. The impact
of the service sector share in the economy on the rate of registered un-
employment is insignificant. The negative association is found between
the registered rates of unemployment and the share of industry in the
economy. The registered rates of unemployment are higher in the re-
gions with lower share of industry and higher share of agriculture. The
greatest consequences of liberalization, transformation and restructur-
ing have been so far in industrial activities, which faced greater pres-
sures from increased competition due to trade liberalization and new
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firm entries in domestic markets, and increased competition in exports
markets. The agricultural regions face both a reduction in employment
in industrial activities and hence an increase of registered unemploy-
ment as well as a hidden unemployment in agriculture.

Level of development by statistical regions in Slovenia

Level of economic development is measured by GDP per capita. GDP
per capita is less than the Slovenian average in the north-eastern parts
of Slovenia and Notranjsko-kragka. Close to or slightly greater than the
Slovenian average are Goriska and Obalno-kraska. The most consider-
able peak above the average is for Osrednjeslovenska where the GDP
per capita is approximately twice as high as in Pomurska where there
is the highest share of agriculture in the economy. The role of services
is the highest in Obalno-kraska and Osrednjeslovenska where is the
highest GDP per capita. The role of industrial activities in the economy
varies considerably across statistical regions from 26.2% in Obalno-
kragka to 55% in Zasavska. The evidence suggests causality between
GDP per capita and the structure of the economy. It is interesting to
investigate the direction of these causalities. To test this, we estimated
regression where GDP per capita is function of labour productivity,
location, and the structure of the economy: GDP per capita = f (+ La-
bour productivity; - Location; Structure of the economy: + Services, +-
Industry, - Agriculture). Higher GDP per capita is positively and sig-
nificantly associated with higher labour productivity across 12-sta-
tistical regions clearly indicating a crucial importance of increasing
gross value-added per employee for the increasing level of economic
development (Table 3). It is negatively, but not significantly associated
with location. As expected, GDP per capita across 12-statistical regions
is positively associated with services and negatively with agriculture,
while the association with industry changes in both directions, but
more significant is with the negative association. Of course, GDP per
capita as well as labour productivity across statistical regions are asso-
ciated with capital intensity and other sector- and regional-specific fac-
tors, which are due to lack of data omitted in the regression frame-
work.
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Table 3: OLS regressions of GDP per capita across 12-statistical regions, 1999

Explana

fg,{ @ @ ©) @ ©) (6) 0 )

ables:

Ln(Prod 185 145 0.88 115 119 0.77 0.78 0.78

uctivity) (3.91%** (2.64**) (1.50*) (1.87**) (2.23**%) (1.34) (1.36) (1.37)

)
Location -0.09 -0.07 -0.08 -0.08 -0.07 -0.07 -0.07
(1.34) (1.14) (1.16) (1.35) (1.15) (117) (1.17)

% 0.01 0.02 0.01

services (1.75%) (1.87%) (1.48%)

% -0.01 0.01 -0.01

industry (1.03) (1.26) (1.50%)

% -0.02 -0.01 -0.02

agricul- (1.60%) (1.32) (1.94%*)

ture

Constant -6.70 -3.18 126 -0.49 -0.90 116 231 2.86
(1.65%)  (4.70*** (0.26) (0.09) (0.20) (0.24) (0.48) (0.58)

)

R? 0.60 0.67 0.76 071 0.75 0.81 0.81 0.81

F- 15.3*** 9. 1x** 8.5%** 6.5%* 8.0%** 7.3 7.4%* 7.5¢F**

Statistic

Note: OLS - ordinary least square. In — natural logarithm. Dependent variable: In(GDP per
capita). t-statistics in the brackets. Location dummy 1, if Pomurska, Podravska, Koroska,
Savinjska, Zasavska, and Spodnjeposavska, and 0 otherwise.

*** Gignificant at the 1% level, ** significant at the 5% level, * significant at the 10% level.

Labour productivity and wages by statistical regions in Slovenia

Wages in Slovenia are higher than in other CEE transition countries,
but there is less considerable difference in labour productivity and
wages in Slovenia are approaching wages of some EU countries (e.g.
BOJNEC, 2003a,b). Labour productivity (gross value-added per em-
ployee) and wages by statistical regions in Slovenia indicate that only
in Osrednjeslovenska and to a lesser extent in Podravska gross-wages
per employee are greater than gross-value added per employee, and
vice versa in the remaining 10-statistical regions in Slovenia (Figure 2).
The wage-productivity gap across statistical regions is of particular
policy relevance, and needs an additional investigation. The wage re-
gressions are estimated as function of labour productivity, level of de-
velopment, level of unemployment, and structure of the economy:
Wage = f (+ Labour productivity; + Level of economic development or
GDP per capita; Structure of the economy: + Services, +- Industry, -
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Agriculture; - Level of registered unemployment).* The estimated re-
gressions are somehow constraint by data availability. Differences in
the level of development or GDP per capita across statistical regions
turned out to be the most significant determinant for wage differences
across statistical regions (Table 4).

4 ° & > © & & -
& g w & ¢ f & X 2 4 2
3 = e =
& & * & M 6@ f f& d @Q@a = Q@@

‘ w Gross wage = GDP per employee‘

Figure 2: Gross value added per employee and monthly gross wage per employee by statistical
regions, 1999-2001 (Slovenia=100)
Source: STATISTICAL YEARBOOK OF SLOVENIA, 2002

While the association between the level of labour productivity and
wages is expectedly positive, the coefficients in the multivariate analy-
sis are largely insignificant. However, if differences in labour produc-
tivity across statistical regions increased for 1%, wages increased even
more by 1.1%. Except of the positive association between wages and
the share of services in the economy, the other associations between
wages with the level of unemployment, and with the shares of industry
and agriculture in the economy, respectively, are insignificant.

4 There is some multicolinearity between the explanatory variables, particularly
between labour productivity and GDP per capita, but we investigated which ef-
fect on wages is stronger. Education and experiences of employees are addi-
tional variables useful to be included among explanatory variables.
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Table 4: OLS regressions of wages across 12-statistical regions, 1999
Ex-
plana-
tory @ ) ®) O Q) ©6) ) ®
vari-
ables:
In(produ 1101 0.233 0.292 0.185 0.195 0.253 0.201
ctivity) (4.25%** (1.04) (111) (0.86) (0.85) (110 (0.93)
)
In(GDPp 0.544 0.469 0.445 0.385 0.433 0.429 0.342
ercapita) (9.20%** (5.00%** (4.06*** (3.64*** (4.26*** (3.94%*= (2.92%*)
) ) ) ) ) )
In(unem 0.007
ployed) (0.48)
% 0.002 0.005
services (1.44%) (137)
% -0.001 0.003
industry (0.92) (0.90)
% -0.003
agricul- 0.77)
ture
Constant 2.806 7.243 5.946 5.60 7.009 6.64 6.152 6.960
(127)  (13.40** (4.39*** (3.54%** (4.74%*= (4.26*** (4.36*** (4.64**=
*) ) ) ) ) ) )
R? 0.64 0.89 0.91 091 0.93 0.91 0.91 0.93
F- 18.1x** 84.6¥**  43.24*** 26.4*** 32.9%** 28.6*** 27.7%%* 24.3+*
statistic

Note: OLS - ordinary least square. In — natural logarithm. Dependent variable: In(wage). t-sta-
tistics in the brackets.
*** significant at the 1% level, ** significant at the 5% level, * significant at the 10% level.

3.3 Employment by Statistical Regions

Around 29% of employment is concentrated in Osrednjeslovenska, 15%
in Podravska, 13% in Savinjska, and the remaining 43% in the others
nine statistical regions. Labour shedding with the decline in employ-
ment continued in Zasavska associated with structural problems in
industrial activities. The level of employment remains at similar levels
in Spodnjeposavska and Pomurska, while it has recovered since 1997 in
other statistical regions. Employment by activities is likely to under-
estimates the employment share in agriculture, which in 1999 varied
between 0.9% in Zasavska and 11.2% in Pomurska. In the same year
the share of services ranged from 41.2% in Zasavska to 69.9% in
Obalno-kragka. The service sector’s share greater than 50% is recorded
also for Podravska (57.2%) and Osrednjeslovenska (67.2%). The share
of industry ranged from 27.9% in Obalno-kraska to 57.9% in Zasavska.
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3.4 Employment in Agriculture

Agriculture in Slovenia is still in a stage of over employment. At least
4% of labour force is engaged in employment as a head of the farm and
more than 10% of employment is recorded as agricultural employ-
ment.> While the former underestimates agricultural employment as it
only includes the self-employed persons in agriculture included in
pensions, health and disability insurance schemes, the latter as the An-
nul Work Unit (AWU) in agriculture in total employment overesti-
mates employment in Slovenian agriculture. The AWU includes also
work units conducted by retired people and others outside a formal
employment pool.

Age structure and human capital in agriculture

The recent studies suggest rather unfavourable age and education
structure of farmers in CEE countries (e.g. RIZOV ET AL., 2001, for Ro-
mania; BOJNEC ET AL., 2002 and 2003 for Slovenia). On the other side
young, well-educated and entrepreneurial farmers are crucial engine
for efficiency of farming and for agricultural growth and rural de-
velopment. Lower labour productivity in Slovenian agriculture may
indicate a surplus of labour in agriculture, but it also indicates less
qualified labour in agriculture than in the other economy sectors. With
improvement in quality of human and social capital, and off-farm em-
ployment opportunities, the surplus of labour in agriculture may dis-
appear.

40 4
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25 1

1981 1991 2000

[Ounder 24 O25-44 E145-64 Mover 64 |

Figure 3: Population on farms by age groups at censuses in Slovenia (%)
Source: SORS (2002a)

5 The evidence on employment in agriculture differs in different statistical sources
due to different definitions and methodology.
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Age structure of farm population

The population on farms has declined. As illustrated in Figure 3 there
has been a shift in the structure of the population on farms towards
elderly age groups. The age group under 24 years is still individually
the most important, but the remarkable decline in its importance by
almost 10 percentage points from around 37% in 1981 to around 27% in
2001 is recorded. The relative increase in the farm population structure
is for the age groups between 25 and 44 years (the second group by the
importance) and the age group over 64 years (the last, the fourth group
by the importance).

Age structure of farmers by farmland size

The holders of family harms are on average older than 54 years. As de-
picted in Figure 4, there is a substantial association between the farm
size and the age of farmers. The high percentage of farmers older than
54 years is on farms smaller than 2 ha of agricultural land. In 2000,
more than 60% of the holders of family farms with less than 2 ha of ag-
ricultural land were farmers older than 54 years. With the increase in
the farmland size, the percentage of farmers older than 54 years is
smaller. For example, it is almost 30% percentage points less on farms
with over than 20 ha of agricultural land. On the other hand, the per-
centage of holders of family farms of age less than 45 years is increas-
ing with the farmland size: it is about 16% for farms with less than 2 ha
of agricultural land and almost 40% on farms with more than 20 ha of
agricultural land. As most striking, the percentage of farm holders un-
der 45 years is greater than the percentage of farm holders over 54
years only on farms greater than 20 ha of agricultural land. The per-
centage of family farm holders of age between 45 and 54 years is more
stable, but it tends to be slightly higher with the farmland size: about
21% on farms with less than 2 ha and almost 24% on farms with more
than 20 ha of agricultural land.

Age structure of farmers by statistical regions

As a rule, the farm holders are largely elderly people. The concentra-
tion in distribution of farm holders is greater by the age. The lower
percentage in the structure of farm holders is under 35 years (less than
10%). The distribution of farm holders between age 35 and 44 years
varies considerably across statistical regions with the lowest impor-
tance in Notranjsko-kraska and the highest importance in Koroska. The
peak in the concentration of farm holders is for the ages between 45
and 64 years and then the concentration is again less for the ages over
than 64 years. For the latter age stratum, the patterns in development
are mostly in inverse directions than for the age group 35 and 44 years.
For the age group over 64 years, the percentage of farm holders is the
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lowest in Koroska and the highest for Notranjsko-kraska. The de-
scribed patterns largely hold for both the age of farm holders and the
age of farm holders expressed in AWU. In the latter AWU case, the
peak in concentration for the age group 45 and 64 years is even more
pronounced.

Figure 4: Age of holders of family farms by different farm-land sizes, 2000
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Source: SORS (2002a)

Educational level of farmers

The distribution of farm holders according to attained education shows
the peak for elementary education, but varies substantially across sta-
tistical regions from less than 30% in Obalno-kragka to around 60% in
Pomurska. It is interesting to notice that Obalno-kraska explores a pe-
culiar pattern in distribution of farm holders by attained education
with almost equal percentage of farm holders with elementary and vo-
cational education. It has also the highest percentage of farm holders
with secondary and university education than any other statistical re-
gion in Slovenia.

4. Conclusions and policy implications

With rapid increase in wages in Slovenia, labour-intensive activities
have experienced considerable competitiveness problems and as result,
considerable labour shedding occurred particularly in regions with
initially prevailing labour-intensive manufacturing activities and agri-
culture. Yet, similar or even more severe problems have faced interna-
tionally uncompetitive high capital-intensive industries. The concentra-
tion of service activities, particularly budgetary financed public ser-
vices, is largely concentrated in Osrednjeslovenska with the capital of
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Ljubljana, which has several characteristics of region with the level of
economic development approaching the EU average. The considerable
economic differences between eastern, western, and middle part of
Slovenia (Osrednjeslovenska) suggest a need for potentially sub-
regional specific structural and rural development policies consistent
with the EU objectives.

The regression analysis showed significant associations of the regis-
tered rates of unemployment across statistical regions: negative with
the level of development and regional location in the north-eastern part
of Slovenia, and positive with wages. The level of development is posi-
tively associated with labour productivity. Wages across regions are
positively associated with labour productivity and the level of eco-
nomic development.

With the memberships of Slovenia in the EU the competitive pressures
in the Slovenian markets are likely to increase and uncompetitive ac-
tivities are likely to face the loss of incomes and associated increase in
rates of unemployment. Slovenian agriculture is also confronted with
severe structural problems. Labour productivity in agriculture is rela-
tively low. Due to in general high wages in the Slovenian economy, the
value-added in agricultural activities on small farms is often not
enough to covers higher costs of labour and higher costs of resources.
With the restructuring in Slovenian agriculture open and hidden un-
employment may increase. Investments in human capital may improve
knowledge, mobility and flexibility of the redundant labour in agricul-
ture to move to other more productive activities.®

The EU membership is also a challenge for Slovenian agriculture and
rural areas. The future of rural policies in an enlarged EU, regional in-
come disparities, and co- financing of regional, structural and rural de-
velopment programs are the issues of particular concern. The EU mem-
bership and further trade liberalization are likely to lead to a reduction
in demand for agricultural labour. Agricultural and rural labour mar-
kets are becoming an issue not only of agricultural policy, but broader
structural, rural and regional policies, where EU policies may play im-
portant role in small and medium business and infrastructure devel-

¢ For example, WEISs (1997) for a sample of Austrian farm households found that
wage increases are associated with a shift from full-time to part-time farming,
but not vice versa. The evidence for Slovenia indicates that among backward
linkages there are retired and partly unemployed (BOJNEC ET AL., 2003). As em-
ployment in Slovenian agriculture is relatively higher than in OECD countries,
the outflow of labour from agriculture is likely to continue.
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opment in rural areas to effectively employ potential surplus of labour
in agriculture and in rural areas.
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