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Abstract 

The problems of the modern labor market are subject to increasing interest in the field of research, policy 
discussions and management practice. They become especially topical in the years of transition and the 
membership of Bulgaria in the European Union, as well as the emerging new challenges facing Bulgaria in 
the new demographic, economic and social conditions. 
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1. INTRODUCTION 

In general, the labor market can be presented by the occurring processes that characterize it. They are 
characterized by the opposition of two quantities: potential of the labor force and needs of the labor force. 
Their interpretation cannot be explained unambiguously. It should be clear from the beginning that there are 
certain problems concerning their calculation. It is known, however, how many the employed are according 
to the official statistics; as offering labor, they belong to the potential and as demanding labor - to the needs. 
These values and their comparison would be relatively accurate. We know how the absolute number of the 
registered unemployed in the labor offices is, but do not know how many people are not registered as 
unemployed, although they are seeking employment, and on the other hand it is not absolutely certain that 
all registered persons are actively seeking employment. Ii can be concluded in general that it is possible that 
some unemployed persons are not registered in the labor offices because their registration seems hopeless, 
or because the unemployment benefits are irrelevant. In this line of conclusions, we could confirm that some 
„unemployed“ are registered in the labor offices only to receive unemployment and social benefits (Georgiev, 
2016; Georgiev, 2017-a; Terziev, Kanev, 2019). 

2. FLOWS OF LABOR FORCE AND TYPES OF LABOR MARKETS IN THE 
TRANSITION ECONOMY  

The tendencies in the labor market development follow the main tendencies and processes in the 
development of the economy in recent years - restructuring of sectors and industries, privatization of large 
state enterprises, liquidation of inefficient and loss-making enterprises and industries, dying out of traditional 
activities and the emergence of new activities, etc. Economic development is accompanied by loss of 
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markets, shortage of raw materials and weak investment and capital. 

Many different processes taking place in the labor market can be found, that can be figuratively presented as 
follows (Fig.1). 

 

Figure 1. Composition and flows of the labor market 

The starting point here is the active population, which consists of all persons who are able to work and are 
entitled to this. This group of persons does not include: sick persons who are unable to work, as well as 
children whose employment is prohibited. This category should also exclude those who do not offer their 
labor, such as housewives or persons of retirement age, who are practically not on the active labor market. 
Such group is also the students who are of working age, are not in the educational system, are partially or to 
a smaller extent involved as an active part on the labor market. A large group of the unemployed persons 
offers labor, declaring part-time work opportunities, i.e. part of the working day, shift, etc (Terziev, Kanev, 
2019). 

Currently, Bulgaria is in situation of „excess“ of labor supply, i.e. there is a too high level of unemployment 
(registered in the labor offices). A national economy is seeking at a certain point of time only that quantity of 
labor, which is optimal for it. When the labor demand is realized, the plans of those who offer work coincide 
with the plans of those who seek work. The plans of businesses (enterprises, companies, organizations, etc.) 
are not always realized and part of the labor demand cannot be met. Unoccupied job vacancies remain. The 
behavior of a particular person to seek work with certain quantitative and qualitative characteristics is of 
crucial importance. 

Those who offer work and those who seek work „meet“ on the labor market and „reach an agreement“. On 
the one hand, this process starts with a job search by the able-bodied person, and on the other hand, with 
the relevant activity of the company. After the two subjects establish contact, they enter a discussion, i.e. 
perform actions leading to the conclusion of an employment contract. This would be the best way of action, 
but in many cases this does not lead to the conclusion of any contract (labor contract or entering of labor 
relations), and the reasons behind this should be clarified; in other cases despite the active contact, no 
contract is concluded between the parties. The analysis of these processes and actions is complex and 
cannot be characterized only by quantitative characteristics (Terziev, 2019a-k; Terziev, 2018-d). 

The labor supply on the labor market has enough dimensions that could be considered as follows: 
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• Quantitative dimension - the size of the labor supply in a national economy depends on the number of 
able-bodied persons, as its changes shall be determined by the birth and death rates on the one hand, and 
by the net number of migrants from other countries on the other.  

• Dimensions of behavior - not all working-age persons offer their labor. An appropriate measure is the 
probability the able-bodied person to offer their labor on the labor market. The behavior can be presented by 
the number of the working hours offered, and if this measure has a value equal to zero, then the person does 
not offer labor and the likelihood of participation is also zero. Unlike the likelihood of participation that reflects 
only the participation in the working life, the working hours proposed also present the size of the supply per 
unit of time (period). 

• Qualitative dimensions - this aspect shows that the persons offering labor are heterogeneous in terms of 
skills and education. 

• Dimension of intensity - persons offering labor who are homogeneous in their qualitative characteristics, 
prove to be heterogeneous in terms of the efforts invested in them. 

The supply and demand for labor are the two main components of the labor market and we could not 
consider them separately. 

The labor market is a complex system of relatively independent and interconnected markets. Depending on 
the selected criteria, the modern labor markets can be divided into one type or another 58. 

Depending on the sources of labor for the organization that employs the labor force, external and internal 
labor markets can be distinguished. 

The internal labor market is the labor force market within the organization. It characterizes the policy in terms 
of demand and employment of workers within the company. For the job vacancies in a company with internal 
market part of the available employees are used after a preliminary training. The jobs, occupied by persons 
who are not part of the company, either correspond to the lowest and prestigious level of the career ladder, 
or there are no corporate employees to occupy them. Exceptions are also those jobs that require extremely 
high qualification and continuous training. Employment from the „external“ (primary) market is also possible 
when a new job position is created in the company and a change in the company's employment is 
impossible.  

Reasons for the formation of the internal market can be: 

• The need for additional labor force associated with the introduction of new equipment or technologies, 
new processes and products;  

• The ambition of the company to refund the amounts invested in vocational education and training of the 
employees of the organization, as well as the resources invested to improve working conditions, social 
security, etc.; 

• The opportunities for quick adaptation of the employee to the requirements of the policy and culture of the 
organization; 

• The need to retain staff in the organization, reduce the turnover rate, etc.  

The internal recruitment of staff contributes to: increasing the loyalty to the organization; motivation for more 
skilled and responsible work; raising the interest of external persons, as far as they are attracted by the 
possibility of success in the organization; better use of the staff in the organization, etc. 

The external labor market is the market in the country. It characterizes the employment and jobs at national 
level. In its capacity as a distinctive mechanism for distribution and redistribution of the labor force, it is in 
constant dynamics and movement. The special attention to it and the need for its deep analysis are due to 
the fact that the processes occurring in the external market determine the level of employment and 
unemployment, determine the prices of different types of labor. 

Spatial or geographical aspect  

The labor market is limited in space and time. The demand and supply of labor always extend in certain time 
and limits. The geographical boundaries of the labor market are outlined by the territorial distance at which 
those who offer and seek work wish to extend. According to their capabilities, training and personal 
preferences and interests, those who offer work settle down into their area of residence in case there are job 
vacancies available of course. If there are no job vacancies, they change their place of work or their 
profession.  
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As a rule, people do not tend to change their place and work, especially if there are bigger opportunities for 
appropriate and relevant to their professional specialization work in the region. The higher the qualification 
and greater the investments in a particular profession, the greater the spatial mobility of the employees is. 

From the spatial or geographical criterion's perspective, we talk about national and global labor market. We 
can distinguish a number of other market communities within them. 

The national labor market is: 

• Local labor market (urban, rural); 

• Regional (district or in different regions, municipalities);  

• Market at a national level. 

World market that can be: 

• Regional (Latin American, Eastern European, Scandinavian, etc.); 

• Continental (European, Asian, etc.). 

Each of these types of labor markets has specific qualities that distinguish it from the other. They also have 
many common features inherent to their essential characteristic, i.e. of the abstract model of the labor 
market. The interaction between them is predetermined by the mobility of the labor force. For its part, the 
mobility of the labor force is mainly and primarily associated with the cost of labor, with the statutory or other 
legal rights or restrictions, with the personal interest and motivation for the territorial mobility of people 
(emigration, immigration), with the degree of awareness of job vacancies. The motion of the labor force 
between the spatial lines of the separate labor markets is determined by the level of payment, working 
conditions and additional payment. This makes the Western European market attractive for people from less 
developed countries. High unemployment further increases the interest in highly developed economies.  

The most limited market in terms of space is the local market. The "purchase - sale" of labor force in this 
market is very limited within the distance that people agree to travel without changing their place of 
residence. The differences in employment and salaries here are smaller. The local labor market is equally 
well examined by both those who supply labor and do not want to leave it, and those who seek labor and 
prefer to employ labor force from this market.  

Unlike the local, the regional labor market covers a larger area, as the differences in employment and 
payment here are also larger and are due to various factors. These differences are long-lasting and the 
reason for this lies mainly in the lower mobility of human resources within the region. However, they are 
lower in the region than between the regions themselves, which leads to deep and lasting differences in the 
state of the labor market in the different regions of our national economy.  

When the mobility of resources - the labor force, is within the territory of the country, then the lines of the 
labor market expand and we talk about national labor market. 

If the degree of aggregation goes beyond the national borders and includes the mobility of resources - the 
labor force beyond the national borders, then we talk about international labor market. Depending on the 
geographical borders, the market may be regional (a classic example of this is the market of the European 
Union), and continental (European, Asian). 

Professional criterion 

In terms of specialization and differentiation of the labor force three groups of labor markets could be 
distinguished: 

• Professional labor markets (skilled labor markets) where labor force with a particular profession is offered 
and employed: doctors, teachers, programmers and many others. The specific professional qualification 
which provides the mobility of the employees in sectors, companies, regions is acquired at higher education 
institutions. High mobility is determined not only by the relevant classification, but also by the level of 
remuneration, working conditions and opportunity for professional realization and development.  

• Unskilled labor markets - include labor markets, where the persons who supply labor have no 
qualifications or have very low qualifications and low degree of education, the majority of who are 
unemployed. The employers in these markets do not have any special requirements for professional 
qualification of those who supply labor. Actually the employees are hired to carry out various, but very simple 
in functions and operations activities for which no preliminary training is necessary, i.e. activities that could 
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be performed by anyone. That is why economists also call these markets "markets for all." The dominating 
motive for job search in these markets is the size of the salary. The high mobility of the unskilled labor 
markets is mainly due to the pursuit of higher remuneration, which is why those who supply labor tend to 
change their place of work more often. 

• Sector (branch) labor markets - such type of labor markets where labor force with specific professional 
training, adequate to the requirements of a particular sector or industry is both supplied and demanded. The 
skills held by the employees are to serve specific industries and production and can be used only in them. 
These markets cover large fields, industries and sectors of the economy such as public administration, public 
catering, army, metallurgy, chemical industry, etc. Source of labor force for these markets are persons who 
have acquired the necessary training through education received in universities and other institutions, as well 
as the relevant qualifications they gain in the organizations themselves.  

The determining factor in employment and distribution of personnel on the product markets is not the size of 
the salary. On these markets, those who supply labor are motivated by the nature of the work they carry out, 
as it corresponds to their training and job security. The requirements to those who seek job are determined 
by the specifics of the workplace and the internal rules of the industry, production. That is why this labor 
force is less mobile beyond the industry, the branch, the enterprise.  

In terms of professional training and qualification of human resources, we distinguish three types of labor 
markets: skilled labor market, unskilled labor market and production market, where there are specific 
mechanisms of distribution of the labor force. On the skilled labor market, the distribution is conducted on the 
basis of correspondence between job requirements and professional characteristics of those who supply 
labor and the mechanism of remuneration. The determining factor in the distribution of production markets 
are the specific rules and requirements to the employees by the industry organizations. The distribution of 
the labor force on the unskilled labor markets is motivated mainly by the mechanism of payment. The 
different driving mechanisms of distribution, which operate on the three types of labor markets are "crushed 
by the energy" of the interacting interests of employees or employers. 

We shall emphasize that the labor market is composed of numerous specialized labor markets. It has its own 
dimensions and lines defining the "rules of the game", which the behavior of those who supply and demand 
labor is submitted to. As far as the mobility of the labor force has different dimensions, the lines of the labor 
market are conditional.  

An idea of the labor market can also be given by its elements, which taken together form its structure as a 
system. The structural elements of the labor market include: population; employed; unemployed; persons 
outside the labor force; jobs; employers; labor cost; institutional structure; infrastructure.  

The population of the country is not a component of the labor market, but is a major source of labor. It is 
characterized by the main demographic processes - birth and death rate, which determine the natural 
population growth and migration (the difference between emigrants and immigrants).  

The employed persons under the Methodology of the National Statistics Institute comprise persons at the 
age of 15 or older who: 

• Perform work for the production of goods and services at least 1 hour for a salary in cash or in kind; 

• Have a job but are temporarily absent due to sickness, training, adverse weather conditions, leave, etc.;  

• Work in their own business, company or farm or perform other work for income; 

• Persons working without payment in companies, businesses or farms of relatives of their households.  

According to the social status in employment, the employees are grouped into the following groups:  

• Employers and self-employed who use wage labor; 

• Employees to perform a certain job for remuneration in cash or in kind;  

• Unpaid family employees. 

The unemployed are the persons at the age of 15 or older, who do not work for money, are looking for job 
and are ready to begin shortly. 

Persons outside the labor market - include the persons who are not part of the labor force. 

Jobs - comprise all occupied and unoccupied job vacancies in the economy. 
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The employers are the main subject of the labor market. They are physical or legal entity who hires workers 
independently.  

The labor costs includes the funds which the employer is willing pay in order to hire employees. 

The Institutional structure of the labor market includes the legal framework, acts of government and of the 
authorized bodies; intergovernmental and other agreements regulating the behavior of employers and 
employees. 

The infrastructure of labor market includes the organizations of the employers and employees at national, 
regional or local level, providing interaction between those who supply and demand labor. 

The dynamics of the labor market, the intensity of its motion can be traced through the main flow of the labor 
force in it. 

The first inflow is the one of the persons outside the labor force to the unemployed persons who are looking 
for job - housewives, pensioners, students, pupils, disabled people, etc. 

The second flow (outflow) is the one of the employed to the unemployed persons, who are looking for job - 
discharged, left on their own will, retired by age or disease, but kept their ability to work.  

The third flow is the one of the unemployed, who are looking for paid employment to the job vacancies. 

The fourth flow is the one of the employees to the job vacancies. It is composed of employed who are 
looking for a better job and payment. 

The fifth flow is the one of the employed persons outside the labor force (those who are unemployed on their 
will, discharged due to expedience, laid off). 

The sixth flow is the one of the unemployed persons to the persons outside the labor force. 

The flows shall also include the persons who operate their own business, as well as the unpaid family 
employees. 

The impact of the labor market on the employment and the use of human resources in the organizations is 
determined by its function and purpose, specifics and particular characteristics. For a given organization, the 
impact of the labor market is determined by the characteristics of the regional labor market; by its level of 
imbalance (between the supply and demand for specific types of work), and the presence and nature of work 
of the institutions of the labor market; by the state and regional policy in terms of employment, economic 
development and income per capita; by the state intervention in the functioning of the labor market, etc. 

The labor market is a theoretical model but also a concrete reality for any market economy and its main 
subjects - the business organizations. The specific dimensions, characteristics and performance of the labor 
market arise from the level of development of the economy and society, the type of market economy, from 
the macroeconomic and social policy of the state and its level of interference in the functioning of the labor 
market, from the power and strategy of the trade unions, employers' organizations and other non-
governmental institutions and last but not least from the legislation in terms of economy, social security and 
labor relations. 

Compared with other markets, the labor market has a number of characteristics that stem primarily from the 
specific nature of the goods, supplied and demanded there.  

The distinctive features, the characteristics of the labor market are mainly related to the following: 

• A commodity is offered, created over a long period of time with various investments in education, training 
and qualifications. 

• The price that the one who offers the production factor "labor" wants to receive on the market is related to 
the need to provide a return on investment on its preparation; to be relevant to its quality (education, training, 
qualification and skills); to ensure the already reached standard of living and even higher - both personal and 
the one of the family; to provide opportunities for recovery, professional development and social security (for 
temporary and long-term disability), etc. This price may be provided by both the basic remuneration and the 
additional allowances and bonuses to it, by various benefits, holidays, leisure, professional training and 
qualifications, etc. 

• The employers are looking for a commodity - in this case the production factor "labor" that is not 
disposable and that is the main production factor. 
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• The price which the person seeking the commodity of "labor" is willing to pay, is determined by their 
preliminary assessment (in the process of recruitment and selection) for the productivity of the commodity of 
"labor", for the contribution of its bearer (the labor force, which represents the current economic active 
population) to the profit and efficiency, the integration and adaptation of the employed in the team, for their 
contribution to the development and image of the organization, etc. 

• The price, which the person seeking the commodity of “labor” offers, is also predetermined by their 
financial resources, competitiveness, degree of substitutability of labor and capital. 

The labor market is a mechanism for distribution of labor, human resources, regulator of employment, of the 
balance between the supply and demand for labor. From this perspective, it is a factor with an extremely 
strong impact on human resources management, its functions and activities (remuneration, planning of 
needs, formation, training, etc.). 

On the labor market the price of the production factor "labor" is established and the rate and the level of 
employment and unemployment respectively. Therefore, the labor market is a key regulator of the cost of 
labor and employment, respectively unemployment. 

In general, the labor market is defined as a crossing point of the demand and supply of labor or the potential 
of labor force and labor force needs of the different organizations of the national economy. 

On the labor market, the individual is the one who offers their workforce, labor, i.e. their ability to produce. 
Those who offer their workforce or are looking for job are the people who are able-bodied and are currently 
willing to work. For example, the labor supply does not include persons of working age who are sick, 
disabled, or have lost completely their ability to work. It also excludes young people, children under a certain 
age (the one that is established in the national legislation) who are not entitled to work. Not all able-bodied 
persons offer their labor in the labor market, i.e. not everybody is willing to work. Individuals decide to offer 
their labor on the labor market mostly within their families, households. They are influenced by a number of 
factors and conditions. 

Labor force is sought by its users, various enterprises, companies, institutions and other organizations. They 
are looking for labor with certain characteristics for specific jobs or positions. Their decision to seek work is 
determined by the status and tendencies in the development of the organization and the environment where 
it operates. 

Supply and demand pursue certain interests and strategies, determined by the position of these two groups. 
These interests and strategies are the result of the typical structures of the households, human resources 
and enterprises, and they in turn are related to legislation, public policy and policy of allies of the social 
partnership. 

The specific interests and strategies of demand and supply of labor arise from the structure of the three 
different levels of economic units (households and businesses), economic unions (trade unions and 
employers) and the state. From their interests and strategies arise the specific forms of directing the labor 
force to jobs, of supply and demand for labor. 

The structure of the interests of an employee from a household: where no alternative other than employment 
is available (to be an entrepreneur housewife, sick, student, etc.) and when they need to sell their labor, 
following the relevant research on the choice of profession, they form the strategy and behavior to offer their 
labor. There are several typical interests: 

• Inherent interest in the type of activity, in the workplace respectively. These interests are based on the 
aptitude and skills of the employees, which they try to utilize, to make use of their investment in education 
and training, knowledge and skills acquired. These interests are expressed in the supply of labor, work in the 
specific specialty field, professional direction and level of qualification of the different labor markets, each of 
which is relatively closed. A certain profession is selected. In other words, the driving force in the supply of 
labor is the professional realization. 

• The most common interest is related to the payment for the labor provided and the receipt of income 
respectively. It is directed to provision of sufficient or the highest possible security of personal and family 
reproduction. In principle, this interest leads to behavior of labor supply, which is always directed towards 
jobs offering the relatively highest income. Such interest and behavior generally requires access to any 
unidentified and non-segmented labor market, where an activity or work is selected. Here the driving motive 
is the remuneration. 
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There is also an interest related to job security and insurance for risks at work. This also includes the interest 
in humane working conditions, lack of exploitation and premature physical and spiritual wearing out. This 
interest suggests behavior aimed at the search for safe and secured jobs and implies limited flexibility in 
terms of production, professional or regional mobility. The strategy for selection of an employee in the labor 
supply is generally directed to a particular type of enterprise.  

The three groups of interests are in some contradiction, which does not allow predicting an explicit behavior. 
According to the prevalence of the separate interests, some of the described trends of behavior can be seen. 
Therefore, the motive (interest) to the remuneration itself cannot explain the behavior of supply. This is a 
shortcoming of the possible mechanism of remuneration in competition in the supply and demand for labor. 

The employers (entrepreneurs, organizations) have similar interests. They can be grouped as follows: 

• Interest in hiring employees with particular profession and level of qualification for the available jobs. This 
interest leads to demand for specialized labor force with the appropriate level of education, professional 
training and qualification. Here the interests of those who offer labor (employed or unemployed) and those 
who seek labor (organizations, employers) overlap in terms of quality. In practice, these one-way interests 
diverge in time or space, i.e. the periods of demand and supply of a particular labor do not coincide. This 
lack of coincidence can be in terms of location, settlement of demand and supply of labor. It is particularly 
typical for the so-called structural unemployment, as well as in case of a higher imbalance on the individual 
private labor markets. Therefore, the question if there is supply for the jobs available at any time, which is 
sufficient in quantity and corresponding to the type and level of qualification required, remains. 

• Interest in reducing the costs of the production factor "labor". Salaries are income for the employee, but 
costs of production for the employer. These interests are generally in conflict relations. 

• Interest in autonomy in relation to the environment, i.e. both in terms of the stock and the factor markets, 
including the labor market. This interest in autonomy in relation to the labor market leads to interest in the 
free control of the labor force in both recruitment and dismissal, and the internal production use. This interest 
is also in conflict with the interests of those who offer labor (the employees) in job security and decent 
working conditions. 

These interests are in a certain contradiction with each other. The specific structure of the interests of a 
company depends exclusively on its technical and economic conditions, which is why one interest or another 
is more or less dominant. The situation in terms of labor supply is similar. Here the interests are determined 
by the situation in the household and / or family, its structure (employed - unemployed), the share of the 
employed persons in it and their income, values, etc. 

The institutional structure of the labor market includes the state institutions; non-governmental organizations 
of employees (represented by trade unions) and employers' organizations (such as the Bulgarian Chamber 
of Commerce and Industry, Bulgarian Chamber of Commerce); legislation (law framework of the labor 
market), collective agreements, etc. On these so-called labor exchanges, the connection between those who 
supply labor and those who demand labor is made. They contribute to the proper functioning of the labor 
market and the implementation of the national and regional employment policy. The labor exchange is an 
intermediary unit, which facilitates labor transactions between employees and employers. It: 

• Provides the connection between employers and employees; 

• Accelerates the implementation of the transactions on the labor market through better information, 
guidance and advice to its participants; 

• Provides information services to employers and employees in the supply and demand for work; 

• Collects and analyzes information on the situation on the labor market - state, trends; 

• Analyzes information on problems related to the relationship of supply and demand for labor, the 
expansion of employment with the inclusion of socially vulnerable groups; 

• Creates conditions for the optimization of employment;  

• Develops and implements special programs for retraining and training the qualification of the employees; 

• Assists enterprises and organizations to create new jobs, etc. 

The labor market also has certain social functions, expressed in the implementation of the national policy on 
employment and unemployment. It mixes the three main types of economic interests - those of the state, the 
employers and the employees, i.e. it operates on the principle of tripartism. It has all those characteristics 
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typical also for the other exchanges (commodity, stock, currency), but at the same time has a number of 
distinguishing features. Its main differences stem from the specifics of the agreed "commodity" - the labor 
service. 

The role of the labor market in the country is played by the National system of employment with its labor 
offices. The beginning of the labor market in the country is placed by Decree №57 of the Council of Ministers 
from December 1989. In 1990, a total of 119 labor offices are created to the municipal councils. 

The public employment system includes: 

a/ at a national level 

• National Council for Promotion of Employment, established 2002 as a permanent body for cooperation 
and consultation in the development of employment policy; 

• National Advisory Council on vocational training; 

• Employment Agency (National Employment Service) - 1991, which until 2002 controls the "Professional 
Qualification and Unemployment" fund, together with its social partners. By the Employment promotion act 
(2002) it receives status of an executive agency. It is a secondary administrator of the funds of the state 
budget to the MLSP.  

b/ regional institutions: 

• Governors and mayors; 

• Permanent and temporary employment commissions; 

• "Regional employment service" Directorates; 

• "Labor office" Directorates and their branch offices. 

Labor offices and their branch offices (remote workplaces) play a key role in the system of the labor market. 
They are the main structural unit performing various functions and responsibilities. The most important 
functions of the labor offices are related to the services they provide to those who seek job: 

• Registration of the unemployed persons who are not employed but are actively looking for work;  

• Information on job vacancies provided by the employers; 

• Information for employees looking for job that corresponds to their qualifications and professional training; 

• Organizing training and retraining of unemployed and others persons seeking a job change; 

• Informing the unemployed and other persons seeking job vacancies, their orientation towards new career, 
new job, etc.  

• Implementation of the social policy on employment to protect the unemployed through the implementation 
of measures and programs. 

The most important services provided to the employers by the labor offices include: 

• Providing information for persons who are actively seeking employment; 

• Information on current programs and measures in the framework of the active policies on the labor 
market; 

• Attracting employers to participate in programs and measures, etc.;  

• Information on the preferences and bonuses in hiring unemployed; in opening new job positions and on 
participation in vocational training. 

Private labor offices are another labor market institution that mediates the conclusion of the deal, the 
informing and hiring the employee by the employer and the conclusion of the employment contract. They 
perform functions similar to those of the labor offices at the state employment system: provide information on 
job vacancies, working conditions and payment, requirements to professional training and qualification of 
those who search job, etc. The services provided by "the private labor offices" are paid.  

The mediation in employment is essential for the adaptation to the market conditions. The flexible use of the 
wide possibilities of the institutional units and organizations for information, guidance and consultation of 
those who supply and demand labor accelerates the realization of the transactions on the labor market 
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(Terziev, Arabska, 2014; Terziev, 2015-b; Terziev, Arabska, 2016a).  

Despite the quite pessimistic assessment of the perspectives for employment and unemployment, we should 
note that even in an unfavorable economic situation, despite the fact that people lose their jobs, new jobs are 
created as well, the unemployed find jobs and the employed change jobs. This shows that there are always 
both inflows and outflows of unemployment. They affect both the number of unemployed and the structural 
changes in the unemployment duration. 

Rate of unemployment = inflow - outflow 

To stabilize the unemployment, equality between the two flows is required. The unemployment increases if 
the inflow exceeds the outflow of unemployed. And vice versa, the unemployment will decrease, if the 
outflow is larger than the inflow of unemployed. 

During the period 1992-1998, the inflows in the unemployment exceeded the outflows, which actually led to 
growth of the "stock" of unemployed. 

How the accumulated "stock" affects the unemployment? To answer that question we will assume that the 
inflow is equal to the outflow, i.e. in such stationary model, the volume of unemployment will remain 
unchanged. We will present the unemployment rate in the following form: 

I

U

N

I

N

U
/

 

where: 

U - Unemployed 

N - Active population 

I - Inflow of unemployed 

- Ratio of inflow to unemployment 

N

U

 

- Average duration of unemployment 

I

U

 

Therefore, in the stationary state model the following ratio between the number of unemployed, variable 

flows and duration of unemployment develops: 

DIU   

where: 

I = O, i.e. the inflow is equal to the outflow,  

D - Average duration of lack of work. 

It follows from the formula above that the reduction of the outflow from the group of unemployed, caused, for 

example, by reduced demand for additional labor force, will not only lead to an increase in the 

unemployment rate, but will also increase its duration as it will take relatively more time for the unemployed 

to find a job and they will move to the group of those who do not have job for a longer period. 

On the other hand, the significant inflow of newly unemployed (e.g. caused by massive discharge of labor 

force) will increase the unemployment rate, but will initially reduce the average duration of the unemployment 

as those who have lost their jobs will initially focus on the group of unemployed from a shorter period. In the 

absence of a corresponding outflow however, many of those people who have lost their jobs again will later 

be forced to remain unemployed for a constantly growing period. As a result, the overall picture of the 
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unemployment duration will change in terms of both the average duration and the distribution of the 

unemployed according to the terms of unemployment. 

As in the stationary model the ratio of inflow to employment is equal to the ratio of outflow from 

unemployment, the average duration of unemployment can be presented as a quantity opposite to the ratio 

of outflow from unemployment.   

oi KK
N

U
/

 

where: 

Кi - Ratio of inflow to unemployment 

К0- ratio of outflow of unemployment 

It follows from the last ratio that the increase of the unemployment rate arithmetically can be explained by 

both the increase of the ratio of the inflow and the decrease of the ratio of the outflow (i.e. with the increase 

of its duration). 

The characteristics of the inflow to and outflow from the unemployment and its duration allow us to 

understand the differences between the different types of labor markets. In some cases, unemployment is 

characterized by relatively small flows, with low level, but long duration. In other cases, due to the greater 

dynamics of the labor market, both the inflows and the outflows prove to be powerful enough to prevent the 

formation of a "permanent" stock of long-term unemployment. Therefore, the average duration of 

unemployment here is significantly lower, even when the unemployment rate is too high (Terziev, Georgiev, 

2018e-f; Terziev, Arabska, 2014; Terziev, 2015-b; Terziev, Arabska, 2016a).  

Table 1. contains a short characteristic of certain types of labor markets. The most dynamic are the labor 

markets in the US and Canada, as they are characterized by high indexes of the inflow to and outflow from 

unemployment, short duration and average level of unemployment. In our country, the relatively high 

intensity of the rate of inflow to unemployment is combined with a low rate of outflow from unemployment, as 

well as with too high and increasing duration. 

Table 1. Types of labor markets 

 
Unemployment rate 

(U/N) 

Ratio of inflow to 
unemployment 

(I/N) 

Ratio of outflow from 
unemployment 

(l/(U/N)) 

Duration 

(U/I)  

Belgium 8.3 0.2 0.02 50 

France 11.1 0.6 0.1 21 

Germany 6.6 0.4 0.1 16 

Denmark 9.4 0.8 0.1 11 

UK 9.1 0.9 0.1 10 

High flow, short duration   

Australia 7.8 1.4 0.2 6 

Canada 8.3 2.6 0.3 3 
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USA 5.8 2.2 0.4 3 

Low flow, short duration   

Finland 5.3 1.1 0.2 5 

Norway 3.3 1.1 0.3 3 

Sweden 1.6 0.5 0.3 3 

3. CONCLUSION 

Knowing the types of labor markets according to the intensity of the flows and the unemployment duration is 
of crucial importance for determining the means of overcoming the unemployment. The intensity of the inflow 
to unemployment depends mainly on the macroeconomic employment opportunities. If the conditions are 
unfavorable, the number of jobs, including job vacancies, goes down. The inflow to unemployment goes up. 
In the event that the increase of the unemployment is explained namely by the growth of the inflow, then its 
decrease (stabilization of the employment rate at the expense of reduction of working time for example, 
generating jobs in new sectors in which the employees transfer to, avoiding unemployment etc.) becomes a 
priority of policy. However, at the same time there is also another factor on the labor market - the duration. 
Moreover, the duration of unemployment is not in a direct relation to the number of job vacancies. For some 
groups of unemployed the probability to find a job is always greater than for others (Terziev, Arabska, 2014; 
Terziev, 2015-b; Terziev, Arabska, 2016a). 
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