doi: 10.36689/uhk/hed/2021-01-023

Impacts of COVID-19 on the Labour Market -
Evidence from the Czech Republic

Martina HEDVICAKOV A and Zuzana KOZUBIKOVA?

1 University of Hradec Kralové, Hradec Kralové, Czech Republic; martina.hedvicakova@uhk.cz.
2 University of Zilina, Zilina, Slovak Republic; zuko@frcatel.fri.uniza.sk

* Corresponding author: martina.hedvicakova@uhk.cz

Abstract: The current pandemic has far-reaching consequences for people's lives,
employment and family life; has also changed the economic environment. The Covid-19
pandemic had, among other things, significant effects on the labour market, which has
undergone significant changes. Thanks to the support of the Czech government and its
program, the unemployment rate in 2020 remained so far at 3.51%, which is the lowest
unemployment rate of all EU countries. The labour market also opens up space for a more
significant implementation of the Industry 4.0 concept, which can increase the
competitiveness of companies. The aim of the article is to analyse the dynamic development
of basic values observed in the labour market (employment, unemployment, wage
developments, etc.) in individual quarters since 2018. Furthermore, the Czech government's
employment support programs and the main changes that may occur as a result of the Covid-
19 pandemic were presented. The paper presents a multilevel analysis of given condition, as
it also takes into account the framework of global changes, which we became part of before
the arrival of Covid-19. Without these changes, it is not possible to move advance in with the

Industry 4.0 initiative.
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1. Introduction

The labour market has experienced significant changes related to the Covid-19 pandemic
since 2020. These changes had a significant impact on all economic sectors, including
employers and employees. The government of the Czech Republic had to deal with the
support of the labour market and the employees themselves. The impacts of Covid-19 were
in all areas but to varying degrees.

COVID-19 focused on this topic. People are affected in the context of the Covid-19
pandemic differently depending on their social class or caste, gender and age, and the
country in which they live (van Barneveld et al., 2020).

From a macroeconomic point of view, the pandemic will primarily have effects on the
gross domestic product (GDP) and the labour market.

As the authors state (Sakshaug et al., 2020): “The COVID-19 pandemic and associated
government lockdown restrictions have fuelled a high demand for survey data on how

individuals and establishments are coping with the restrictions. However, the pandemic has
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also dramatically affected surveys themselves, forcing research institutes to adapt their
fieldwork operations to the uncertain and evolving conditions.”

The COVID-19 pandemic and subsequent lockdowns with various national measures
have had a significant impact on labour mobility around the world. These changes in the
labour market also lead to changes in labour relations (Reichelt et al., 2020).

Given the macroeconomic impact of the Covid-19 pandemic, it is also necessary to
analyse the impact on the Industry 4.0 initiative. Industry 4.0 is gaining in relevance and
importance due to the ongoing pandemic. Due to the lack of jobs in the labour market,
shortages of workers due to quarantine reasons, uncertainty in demand, various restrictive
measures of the government, etc., Industry 4.0 is gaining huge potential.

From the position of the global economy, the formation of Industry 4.0 is not only a tool
for achieving strategic goals in international marketing and profit-making by certain states
but a means for solving global human problems and achieving global economic progress and
social well-being (Sozinova, 2019).

With Industry 4.0, the necessary substitution of labour by capital can occur. However,
this substitution must be made in such a way that there is no further rise in unemployment
(Hedvicakova, 2018; Hedvicakova & Kral, 2019; Maresova et al.,, 2018; Svobodova &
Hedvicakova, 2015).

According to Ragulina (2019), the management of the development of Industry 4.0
should be carried out in light of the progress made in shaping the knowledge economy. The
offered priorities and the developed logical scheme of development management of Industry
4.0 in modern economic systems, depending on the progress in the formation of the
knowledge economy, takes this peculiarity into account and enables its best use for the
economic system.

Different countries approach the Industry 4.0 initiative differently and also support it in
different financial amounts. The biggest difference in the formation of Industry 4.0 is between
developing and developed countries. Compared to developed countries, where the process
of forming Industry 4.0 was started earlier and focused on marketing and social results,
developing countries face institutional (absence of state policy of forming Industry 4.0) and
financial obstacles and seek economic goals (Bogoviz et al., 2019; Kral & Hajek, 2018;
Matéjicek & Maresova, 2020).

The current epoch we are just living is characterised by the development of advanced
electronics and digital technologies. This is reflected by increasing productivity and dynamic
economic growth in developed industrial countries (Kozubikovd, 2016). How stated
in Kucharcikova et al. (2015) the key role in this massive productivity increase belongs to
human capital. In order for this to apply in the conditions of the knowledge society, new
skills and competencies are also aimed at supporting innovation. It is innovations in
production that accelerate the technological development of the industry.

From Kozubikova (2016) further follows that the labour market requires highly qualified
individuals in these disrupted times. The workforce must be equipped with new skills and
competencies. This is the only way to create the preconditions for increasing productivity and
maintaining competitiveness. This underlines the need to build a quality education system.



IMPACTS OF COVID-19 ON THE LABOUR MARKET IN THE CR

2. Methodology

The COVID-19 pandemic has caused a global health crisis that has rapidly transformed
the economy and its consequences are visible in a huge labour market (Lee et al., 2020). In
this article, we will deal with the consequences of a pandemic on the labour market in the
Czech Republic. Create an ongoing pandemic is the current assessment of the labour market
and especially its further development is affected by a high degree of uncertainty. The
prediction of further development is even more uncertain and therefore we will analyse the
year 2019 and 2020 in particular.

To better illustrate the effects of the pandemic on the labour market, the individual
regions of the Czech Republic were also analysed.

The aims of the paper are to capture the dynamic development of basic values observed
in the labour market (employment, wage developments etc.) in the Czech Republic due to
the Covid-19 pandemic.

For the purposes of the article, primarily primary sources were used. Information about
the labour market in the Czech Republic was drawn mainly from the Czech Statistical Office
and the Ministry of Labour and Social Affairs. Information on programs supporting
entrepreneurs and employees was drawn primarily from the Ministry of Industry and Trade
of the Czech Republic. Knowledge from scientific articles and professional conferences was

also used in the preparation of the paper.

3. Results

The following figure 1 shows the development of the share of unemployed persons in
the Czech Republic for the period 2005-2020. The figure shows that the share of unemployed
persons was the highest in 2014 when it reached 7.70%. Since then, there has been a decline,
which did not stop until 2019. In 2019, there was an excess of labour demand in the Czech
Republic over labour supply. There was also an increase in average wages. In 2020, the share
of the unemployed increased for the first time due to the onset of the Covid-19 pandemic.
The share of the unemployed was 3.51% in 2020. This percentage is Despite the ongoing
pandemic after the natural rate of unemployment.

The general unemployment rate was 3.1% in December 2020 in the Czech Republic. This
is the lowest unemployment rate of all European Union countries. Despite rising slowly, the
current level of unemployment is lower than the assigned level of unemployment. The graph
shows that there was no significant increase in the number of unemployed due to the
pandemic, and the Czech Republic maintains the lowest unemployment rate among EU
countries. According to Eurostat, the unemployment rate in the Euro area is 8.3% and in the
EU-27 the unemployment rate is 7.5% in December 2020 (see Figure 2).

Now we will focus in detail on the labour market in the Czech Republic in individual
quarters from 2018-2020. Figure 3 shows that employment grew in 2018 and the Czech
Republic amounted to economic growth. In 2019, there was already a slight decline and
slowdown in economic growth before the Covid-19 pandemic began. The first restrictive
measures related to Covid-19 were at the end of the first quarter of 2020 and manifested

themselves mainly in the second quarter when it was the largest. The decrease in the number
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of employees in thousands and the associated increase in the number of unemployed
responded to this. During the summer months and the beginning of autumn, there was a
slight recovery, but in the last quarter, there were again increased restrictive measures and

rising unemployment.
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Figure 1. Share of unemployed persons as a percentage in the Czech Republic. Source: own processing
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Figure 2. Seasonally adjusted unemployment in % in December 2020, totals. Source: own processing
based on (Eurostat, 2021)

In the 3rd quarter of 2020, the average gross monthly nominal wage per recalculated
number of employees in the national economy increased by 5.1% compared to the same
period of the previous year, it increased by 1.7% in real terms. The nominal wage was CZK
35,402 (see Figure 4). The median wage was CZK 31,183 (Cesky statisticky ufad, 2021b).
Figure 3 shows that in the third quarter increased the number of employees and also the
growth of nominal wages (see Figure 4).
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Figure 3. The employed and the unemployed in the Czech Republic. Source: own processing based on
(Cesky statsticky ufad, 2021)
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Figure 4. Average monthly wage — quarterly data (absolute numbers and year-on-year changes).
Source: own processing based on (Cesky statisticky tifad, 2021b)

3.1. Development of Employment and Unemployment in the Fourth Quarter of 2020 in the Czech
Republic

Total employment decreased by 87.5 thousand year-on-year. Persons and reached 5,217.2
thousand persons in the 4th quarter of 2020. This is a decrease of 1.6%. According to the
methodology of the International Labor Organization (ILO), the number of unemployed
increased by 52.5 thousand people. There was an increase in the number of economically
inactive by 49.8 thousand (Cesky statsticky tifad, 2021).

The number of unemployed women increased more than the number of unemployed
men (ratio of 55.5 thousand women compared to 32.0 thousand men). At the same time, the
total number of entrepreneurs (self-employed) decreased by 1.3 thousand. The decrease in
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the number of entrepreneurs with employees (employers) by 7.6 thousand is negative. It is
positive that the number of entrepreneurs without employees increased by 6.3 thousand
(Cesky statsticky tifad, 2021).

According to the Czech Statistical Office (Cesky statsticky tifad, 2021), which has been
conducting a Labour Force Survey since April 2020 on issues related to the impact of the
coronavirus crisis on the labour market. The results for the 4th quarter of 2020 show that the
economic impact of unemployment on the household is considered by the vast majority of
newly unemployed persons to be temporary and manageable. Compared to the 2nd quarter
of the same year, 12.4% of respondents (by 4.4 pp less) experienced serious impacts and
household insolvency, 34.0% of respondents (difficult by 7.1 pp) perceived heavy but
manageable economic impacts, and 53.6% of respondents consider the temporary and
manageable effects of a pandemic crisis (by 11.4 pp more).

Economic measures to support maintaining employment adopted by the Government of the Czech
Republic during a pandemic Covid-19 (Vlada Ceské republiky, 2020):

The Government of the Czech Republic has prepared a new package of programs to help
affected segments and extended the validity of some measures that were already in force

during the spring crisis:

o Taxrelief

e  Support for maintaining employment

e  Support for innovative companies in connection with a pandemic
e  Entrepreneurship support (culture, sports, bus, rent)

e  Measures for employees

The Antivirus Employment Support Program, which is designed to help companies
protect jobs and compensate employers for a significant portion of labour costs when their
economic activity has been threatened by the spread of COVID-19, has been extended by a
government decision. Antivirus A (now Antivirus Plus) until 31 December 2020, Antivirus B
is still valid until 31 October 2020.

e The Antivirus A (Plus) program applies to companies for which there has been a forced
restriction of operations on the basis of a government crisis measure or a regulation of
hygiene quarantine (obstacles to work on the part of the employer or employee).

e  Retroactively from 1 October, in the case of establishments that had to be completely
closed, the state will pay employers 100 percent of the super-gross wage up to CZK
50,000 per employee.

e In the case of a quarantined employee, compensation remains at 80 percent per
employee.

e Antivirus B applies to companies whose employees have had a barrier to work on the
part of their employer due to economic difficulties related to the consequences of the
spread of coronavirus.

e The Antivirus C program applies to companies with up to 50 employees and consists of
the waiver of social security contributions for June, July, and August 2020, whereby the
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employer must meet the conditions for maintaining employment and maintaining
salaries and pay employee premiums on time.

The COVID 19 Technology Program supports projects that are directly related to
combating the further spread of coronavirus through the acquisition of new
technological devices and equipment, (the subsidy can reach up to 20 million crowns; in
total, at least 300 million crowns are available). It is a program supporting innovative

companies in connection with a pandemic.

The most important measures for employees include the approval of a crisis nursing

home and the extension of the validity of the certificate.

3.2. Changes in the Labour Market

The changes in the labour market will be based on research by ManpowerGroup

(Hovorkova, 2020):

Managers should understand the needs of each employee to avoid unsubstantiated
assumptions and subconscious prejudices when evaluating employee performance.

The skills needed will be constantly changing. Therefore, companies should support
employees in training and acquiring new skills, and support distance learning so that
employees' knowledge corresponds to the ever-changing needs of the company.
Teleworking is not the only way to provide employees with more work flexibility and
better work-life balance. For positions where a presence in the workplace is required,
companies can offer their employees the opportunity to determine the beginning and
end of working hours and more flexible work planning.

The Covid-19 pandemic evokes feelings of isolation, stress, fear and anxiety and also
leads to reflection on the value of health, well-being, family. Emotional well-being
should be given the same emphasis as physical or organizational measures.

At a time when stress is increasing and the biggest fear of employees is that they will lose
their jobs, it is important to have good guidance at a distance, clear communication, a
culture that allows you to combine work at work and from home.

There may be a reduction in working hours for which companies should already be preparing.
Pay more attention to the Industry 4.0 concept and gain a competitive advantage from it.
Due to the pandemic, flexible forms of work (especially teleworking and teleworking)
will be increasingly promoted. This flexibility has its pitfalls, especially in the form of
casualization of the workforce - in the Czech Republic has the flexibility often form very
precarious temporary contracts, employment agreement, contract of employment or
even Svarc system. (Sociologicky tistav & Akademie véd CR, v.v.i., 2021)

The concept of Industry 4.0 and the related substitution of labour by capital will be
further promoted. Companies that invest in new technologies and automated robotic
lines will gain a competitive advantage.

The labour market will change due to the Industry 4.0 concept. Some jobs will disappear,

but others will be created.
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e Due to the Industry 4.0 concept, the average wage will increase as the demands on a
skilled workforce increase.

e  There will be an emphasis on lifelong learning for workers.

e By substituting labour for capital, the unemployment rate may rise.

e Demands for the growth of leisure time will increase. Even due to the concept of Industry
4.0, working hours can be reduced.

e Differences in unemployment rates between men and women may widen. Gender

differences in the average wage may also persist.

4. Discussion

COVID-19 and blocking measures can affect gender inequality in the employment of
women. A pandemic may not only be reflected in current changes in the labor market, but
also in a change in gender roles in households as a result of changes in the division of labor,
as Reichelt et al. (2020) point out. The question for discussion is whether the differences in
employment and the average wage for individual sexes will deepen further. Women are
currently disadvantaged, for example, by caring for children who have online tuition and,
according to the Statistical Office of the Czech Republic, women are more in nursing care.
This means lower incomes and a higher probability of losing a job.

Although the coronavirus (COVID-19) pandemic appears to disproportionately affect
those in informal employment, they often receive less government support than the formally
employed. This has short-term and long-term economic implications. The COVID-19
pandemic can accelerate current trends and force new solutions to better protect basic
occupational safety while helping companies remain competitive. Of particular importance
are government policies that promote job security, income security, steps to formalize
employment, and justice for informal employees (Webb et al., 2020).

5. Conclusions

In advance, the impact of a pandemic on both labour supply and demand will be large,
and an appropriate labour market policy can help revitalize the team by adapting quickly
and effectively to the changing labour market (Lemieux et al., 2020).

The average number of hours worked per week decreased by 3.6 hours year-on-year to
31.6 hours in the Czech Republic due to Covid-19 (Cesky statsticky ufad, 2021).

The current situation can contribute to greater availability of flexible forms of
employment, especially teleworking, the often-mentioned home-office and the digitization
of work. The fact that companies and organizations are currently being pushed to provide
adequate technical equipment and to put in place internal policies that allow for more flexible
forms of work, including more frequent work from home, could facilitate the combination of
care and work in the future and thus have a positive impact on the situation of employed
women, who combine work and care more often than men (Sociologicky tstav & Akademie
véd CR, v.v.i., 2021).

The concept of Industry 4.0, which is focused on robotics and production automation, is

now gaining in importance. By using new automated robotic lines and ICT, companies can
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achieve higher productivity and efficiency. In the long run, they can achieve economic
growth and a higher market share. Stépan Jurajda from CERGE-EI (Svaz préimyslu a dopravy
Ceské republiky, 2020) stated that: “Long-term research, for example from Germany, shows
us that companies that implement Industry 4.0 do not lay off their employees. But on the
contrary, companies that do not introduce these technologies are gradually losing their
position in the market and losing employees. “The analysis also showed that employees in
companies that have invested in robotics, automation, or use artificial intelligence make more
money than people in companies where they use these technologies in less or not at all.

The further development of employment and the average wage will be based on the
further development of the Covid-19 pandemic. At this time, it is not possible to predict
further developments. It will also be important how the end of the state employment support

program Antivirus, which has not lost thousands of jobs, will affect the labour market.
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