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EXECUTIVE SUMMARY 
OF THE JOINT EMPLOYMENT REPORT 1997 

1. THE JOINT REPORT: FROM THE ESSEN EMPLOYMENT STRATEGY TO THE NEW TREATY OF 
AMSTERDAM 

The Joint Report reviews progress by Member States in implementing the Essen 

strategy for employment, and identifies the practices which have shown themselves 

to be most effective in Member States in promoting employment and tackling 

unemployment. 

The Joint Report is based upon the information provided by Member States on the 

implementation of Multi-annual programmes for employment, and the replies by the 

Heads of Government to the request made by Prime Minister Juncker. In addition, the 

· report makes use of common macroeconomic and employment indicators and· 

examines the possit::>ilities of a more effective evaluation of labour market and 

employment policies. 

The substantive evidence on policies and best practice provided in this report serves 

to underpin the forward-looking Guidelines for Employment Policy which the European 

Council is due to discuss for the first time, in line with the provisions of the Draft 

Treaty of Amsterdam. 

The EU has an integrated strategy for growth and employment based on a 

combin.ation of a stability-oriented economic policy and structural policy measures. 

These are necessary instruments in order to ensure a sustainable high level of­

employment and prosperity. 
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2. THE EMPLOYMENT AND ECONOMIC CONTEXT: BRIGHTER SIGNS BUT UNEMPLOYMENT STILL TOO HIGH 

The macroeconomic policies pursued in recent years in the EU - based· on stability­

oriented monetary policies, budgetary consolidation and wage moderation - are 

starting to bear fruit. After the poor performance of the EU economy in the past five 

years, the macroeconomic situation is· improving substantially. Despite an 

unsustainable unemployment situation, Europe has now a clear window of 

opportunity: the policies implemented in the last few years have led to a remarkable 

nominal convergence between EU countries: the stability objective underpinning the 

EMU project is becoming a reality. 

The average inflation rate in the EU is currently below 2o/o, lower than at any point in 

the past 35 years, with a drop of three points compared to 1991 . A similar 

achievement has been attained in long-term interest rates. Progress has also been 

attained regarding the budgetary positions of governments. The current convergence 

represents a good basis to undertake the necessary efforts required to meet the 

targets of the Stability and Growth Pact, which will moreover be essential for a well­

functioning EMU as well as for long-lasting, strong and employment-creating growth. 

The Autumn economic forecasts of the Commission services confirm that a strong 

recovery is on track - in the EU as a whole, the pace of economic growth is expected 

to reach 2.6o/o in 1997, accelerating to around 3% in both 1998 and 1999. The 

acceleration in real GOP growth is expected to result in a cumulative net creation of 

3.8 million jobs over the next three years. 

This encouraging growth performance will, however, not restore the_ job losses of the 

early 1990s, or produce the rate of expansion of jobs which is needed to provide 

employment for the majority of the unemployed. The unemployment situation will 

therefore remain a matter of great concern, despite positive developments in some 

Member States. Average unemployment in the whole of the Union increased again in 

1996 to 1 0.9°/o, and is expected to decrease only slowly to 9. 7°/o in 1999, reflecting 

insufficient job creation in the face of the increase in the labour force. Long-term 

unemployment remained firm at the high level of 5.2°/o of the labour force, after a 

steady increase since 1992. Youth unemployment is still a major problem, as the 

current tendency is for young people to be unemployed at twice the rate for adults. 

11861 i1 /97 REV 2 
DG J 

me EN 



Sustained job creation has to be achieved through a sound macroeconomic policy­

mix, supported by well functioning and open markets. While the completion of the 

Single Market and some reforms in national employment systems poinf in the right 

direction, bold structural reforms, especially of service and labour markets, stiU need 

to be implemented in most Member States, in order to remove existing constraints to 

higher growth and increase employment opportunities. In this context, it should be 

borne in mind that labour market regulations, wage-setting procedures and social 

protection systems differ among the Member States , and thus have differing impacts 

on labour market performance. 

3. ASSESSING THE IMPLEMENTATION OF THE ESSEN STRATEGY: ARE CURRENT EFFORTS SUFFICIENT, 

CONSISTENT AND EFFECTIVE ? 

As regards the implementation of structural reforms, Member States have made 

considerable efforts in recent years. The reports on the implementation of Multi­

annual programmes show that there are many new policies, initiatives and projects, 

and the present Joint Report pinpoints a few of them which can be considered as 

examples of good practice on the basis of the existing evidence. 

However, in order to assess whether the Union and the Member States are on track, 

and what further changes, if any, in the policy stance are consider~d necessary, 

, these various policies should fit into a clear, explicit, long-term strategy targeted at 

well-defined policy goals. Furthermore, the social partners should provide an 

important contribution to the improvement of the employment situation in the EU. 

They bear much of the responsibility for ensuring an employment-oriented wage 

policy, the modernisation of work organisation and of working time rules, and a fair 

balance between flexibility and protection. 

Such efforts made over the last few years have been particularly evident in the 

following fields : 

o Wage moderation has prevailed in most Member States, and this has contributed 
to a reduction of unit labour costs in real terms. 
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o Many Member States are increasing their efforts to upgrade their education and 
training systems and thus provide young people with a minimum level of education 
and training. In many countries, apprenticeship and "alternance" schemes are 
being expanded, reflecting increasing recognition of the importance of vocationiil 
training and of linking education with the workplace, while in others well 
established systems are undergoing revision to adapt them to new challenges. 

o Labour market regulations are being adapted everywhere to allow for the 
development of new practical models of integration into work and of organisation 
of working time, coping with new ways of production and workers' needs. A 
close involvement of social partners at all levels, in accordance with national 
traditions, has an important role to play in the search for feasible solutions. 

o Many job creation initiatives have been launched, mainly at the local level, and 
often with experimentation objectives, which offer great potential, although it is 
still too early to draw conclusions about their effects. Local employment initiatives 
and territorial pacts bringing together all actors involved at local and regional 
levels, in a broad partnership approach, are proving particularly effective. New 
sources of jobs need to be exploited much more decisively, especially by 
encouraging private initiative, and with more clearly defined policy objectives, 
particularly as regards services to households and to local communities. 

o The capacity and role of the employment services in ensuring the smooth 
functioning of the labour market are being strengthened, namely through reforms 
aimed at a more decentralised structure and a more customer-oriented approach. 
Yet, the capacity and market penetration of employment services is still too limited 
in many Member States to respond adequately to the needs of jobseekers and 
enterprises. Full exploitation of the possibilities of new information and 
communication technologies should enhance the capacity of employment services 
to ensure their tasks. 

However, stronger structural reform is needed, particularly in the following areas : 

o Progress in shifting resources from passive to active measures has been slow, as 
insufficient attention has been given to the restructuring of labour market policy 
expenditure and support schemes. 

o Few Member States have undertaken a thorough overhaul of tax and benefit 
systems in order to make them more employment-friendly. Instead, most have 
tended to adopt ad hoc and temporary cost-cutting measures, the effect of which 
in the long term is difficult to assess. 

o Actions to help the long-term unemployed are widespread but fragmented, and 
more ambitious measures, including efforts on the part of employers and trade 
unions, will be needed if significant progress in the prevention of long-term 
unemployment and the re-integration of the long-term unemployed is to be 
achieved. In particular, there seems to be lacking in most cases a systematic effort 
to break long spells of unemployment with work experience or training in order to 
increase employability. 
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o A large proportion of young people still encounter considerable difficulties in their 
transition from school to employment. Although such difficulties a.re becoming 
more general, they are particularly acute for early school-leavers and young people 
with only basic qualifications. Poor performance in integrating young· people into 
the labour market in many Member States suggests an insufficient development of 
targeted programmes, combining work experience .and training, as well as 
persistent deficiencies as to the number of jobs created by enterprises. 

o While the importance of the promotion .of equal opportunities as a means of 
improving the employment and participation rate of women in the Union is being 
recognised, current efforts are clearly insufficient as regards. the integration of the 
equal opportunities objective into mainstream employment policy. This is reflected 
in the fact that no examples of best practice in this area have been put forward by 
Member States. 

o Unequal conditions persist in access to life-long learning, reflecting low :schooling 
levels among workers, and precarious links to employment. In particular, the 
quality of continuous training, the low number of places made available to the 
unemployed and the insufficient development in training in SMEs are a matter of 
concern. Also, life-long training is not yet sufficiently integrated in national 
policies, or reflected in the arrangements concerning work organisation and 
working time, as well as in social protection systems. 

4. BeST PRACTICES: SPECIAL EFFORTS TO PROMOTE ENTREPRENEURSHIP, EMPLOYABILITY AND 
ADAPTABILITY 

The Joint Report describes in a summarised way 14 examples of "best practice" 

drawn from a total of more than 60 suggestions from national governments, on 

which there is evidence suggesting both good practical results and potential for 

application by other Member States. Evaluation results suggest, however, that there 

are few undisputed successes in employment policy, and that the transfer of policies 

between Member States should be accompanied by careful examination of the 

institutional and economic context. 

The examples of llbest practice" cover three key areas of action: 

I. Stimulating entrepreneurship and increased job creation, through targeted support 

to starting up new businesses, innovative employment schemes and the setting up 

of a favourable framework for employment growth : 

A. Promotion of job creation in "intermediate labour markets". Small-scale 
schemes combining work experience and training in socially useful activities 
with a strong local base have shown more positive results in terms of re- · 
integration of disadvantaged groups on the labour market without displacing 
jobs elsewhere. · 
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B. Promotion of enterprise creation by young entrepreneurs . and the self­
employment of unemployed persons. The effectiveness of start-up grants, 
which continue to enjoy wide popularity in many Member States, can be 

· improved by providing specific training in combination with .finance and 
appropriate feasibility assessment. 

C. Reduction of the tax burden ori labour and progressive structure of social 
security contributions. By reducing the cost of employment of those with 
relatively low earnings potential, the fiscal system can improve the 
opportunities in employment of a group within the labour market at high risk 
of unemployment due to their perceived. lower productivity. 

0. Wide-ranging tripartite agreements covering wage settlements, as well as 
broader economic, employment and social welfare issues. Recent examples 
show that such agreements can play a decisive role in promoting strong 
economic growth and employment creation. An increasing number of 
countries have recently adopted negotiatina procedures inspired by those 
examples. 

11. Improving the employability of the workforce through mQre effective active policies 

and institutional reform shifting the focus from passive irlc;o.me support to integration 

in work: 

A. Activation of labour market policy and individualised service to the unemployed. 
By shifting the policy focus from passive income support to active measures 
such as job-training and education, and providing individual guidance to the 
unemployed in their search for work, activation-oriented reforms can 
contribute to a significant decline in unemployment, while ensuring a more 
efficient matching between job vacancies and job seekers. 

B. Re-integration of workers affected by industrial restructuring. By providing a 
bridge between the previous and the future job without going through a 
period of unemployment, programmes of reinsertion enhance the probability 
of redundant workers being reemployed without loss of wage income and 
improve the social acceptability of indu$trial restructuring. 

C. Activation policies for the young unemployed. An increasing number of 
countries are offering the young unemployed an alternative to welfare in the 
form of work or training, at an early moment of their unemployment spell. 
Evaluation results tend to show that such policies are effective in curbing the 
number and the duration of unemployment for disadvantaged young people. 

D. Well-resourced and integrated public employment services. Well-resourced and 
integrated . employment services at appropriate levels are a necessary 
condition for an effective use of active labour market policies in tackling 
unemployment, particularly among the most hard to place. 

E. Dual-training system. Offering to a sizeable share of the young population 
integrated programmes comprising school and on-the-job training in 
recognised occupations, has ensured a smooth transition to regular 
employment and the development of firm-specific ~s well as general skills in 
the labour force. The system has been consistently associated with relatively 
low youth unemployment. 
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F. Workshop Schools. Aimed at integrating young school leavers with few or 
no qualifications, these training and employment programmes have the 
advantage of offering an immediate occupation to a group at high risk of 
unemployment, while at the same time contributing to the maintenance of 
traditional crafts and of a regionally balanced distribution of job 
opportunities. 

Ill. Promoting and encouraging the adaptability of the workforce and enterprises through 

the modernisation of the organisation of work and working time and the 

strengthening of investment in human resources. 

A. Job rotation schemes. These schemes provide temporary work experience and 
/'training to unemployed persons while they replace employees who are given 

paid leave to participate in further training. Their increasing popularity is 
justified by their meeting simultaneously the needs of enterprises, 
unemployed persons and employed persons wishing to upgrade their skills. 

B. Promoting greater flexibility in the organisation of working time. The report 
indicates that, in addition to reforming the legal framework, some countries 
have encouraged the social pa.rtners and enterprises to conclude agreements 
to maintain or to create jobs or in respect of working-time arrangements. 

C. Promotion of training in SMEs. By offering technical assistance to managers of 
micro and small enterprises, this programme aims at strengthening their 
managerial know-how, increasing the access of workers to continuous 
training and creating jobs for young graduates. 

D. Flexibility and security in employment. Progressively adapting the regulatory 
frameworks on employment protection and on working time, and giving 
more rights to those on part-time and fixed-term contracts, has contributed 
to expanding job opportunities while maintaining reasonable protection 
levels. The devolution of responsibility for working time arrangements to the 
social partners is a crucial element of a greater flexibilisation of the labour 
market. 

In general, the reports on Multi-annual Programmes suggest a deficit in evaluation 

research, which hampers progress in policy design and a more effective dissemination 

of good practice across Europe. 

A more systematic evaluation of policies, in the context of a global cost-benefit 

analysis using indicators and benchmarks, is a crucial element in the development of 

a coordinated and cost-efficient employment policy. Harmonised information, 

including comparable statistical data is a pre-requisite for further progress in the 

assessment .of policies. 
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1. INTRODUCTION 

This Joint Employment Report examines recent developments in employment policies, 
principally on the basis of submissions made by Member States and their Multi-annual 
employment programmes. In addition, the Report draws upon the examples of "best 
practice" which the Heads of Government have indicated in reply to the request 
formulated after the European Council of Amsterdam by Prime Minister Juncker, with a 
view to serving as a basis for an exchange of experience on new and successful initiatives 
at the European Jobs Summit in November 1997. 

The integrated employment strategy was initiated by the European Council in Essen, in 
December 1994, as a follow up to the White Paper Growth, Competitiveness, 
Employment. The European Council asked Member States· to establish Multi-annual 
employment programmes (MAPs) and to report to the Commission on their 
implementation. The reports describe the major policy measures taken by governments to 
implement their Multi-Annual Programmes (MAPs) over the previous 12 months, assess 
in some cases the impact of such measures on the employment situation and announce 
major policy reviews or new initiatives. 

The so-called Essen strategy was further developed by the European Council in Madrid 
(December 1995) and in Dublin (December 1996) each time on the basis of a Joint Report 
prepared by the Commission and the Council (ECOFIN and Social Affairs) and including 
a synthesis of the reports on the implementation of MAPs. In Florence (June 1996) and 
Amsterdam (June 1997), the European Council received shorter Joint Interim Reports. 

The Amsterdam Treaty institutionalised this procedure (Art. [ 4] of the new Title on 
employment) and introduced two major innovations. Acting by a qualified majority on a 
proposal from the Commission, and after consulting the European Parliament, the 
Economic and Social Committee, the Committee of the Regions and the Employment 
Committee, the Council shall each year draw up guidelines on employment which shall be 
consistent with the broad economic policy guidelines. Acting by a qualified majority on a 
recommendation from the Commission, it may also make recommendations to Member 
States in the light of its yearly examination of their employment policies. In Amsterdam, 
the European Council decided to make the relevant provisions of the employment title 
immediately effective. 

The preparation of this Joint annual Report to the European Council on the employment 
situation in the Community is part of the procedure instituted by Art. [ 4] of the 
Employment Title. The employment strategy must, of course, be part of an overall 
integrated approach, involving sound macroeconomic policies, a functioning Single 
Market and the taking of employment into account in all Community policies. 

This Joint Report starts with a presentation of the employment situation and outlook 
(chapter 2). It then focuses on labour market reforms and highlights progress in the 
implementation of MAPs, based on Member States reports, and examples of best practice 
selected in function of their applicability in several Member States (chapter 3) 
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2. EMPLOYMENT AND ECONOMIC CONTEXT 

The poor performance of the EU economy between 1991 and 1996 - with an average rate 
of real GOP growth of 1.6% per year and a cumulated loss of 4.4 million jobs -. was 
mainly the result of a stability conflict which lead to an overburdening of monetary policy. 
Indeed, the lax budgetary policies since 1988, the overheating and acceleration of inflation 
since 1989, and wage developments inconsistent with the objective of price stability in the 
early 1990s, induced strong tightening of monetary conditions with very high interest 
rates. The ensuing slowdown was exacerbated by currency crises reflecting the 
insufficient credibility of economic policies and the lack of policy co-ordination. 

Recovery began in mid-1993 and strengthened in 1994·. Employment increased by over 
1% between the first quarter of 1994 and the third quarter of 1995. But exchange rate 
turbulence linked to a lack of credibility of some Member States policies aborted this 
recovery, affecting both the countries whose currencies appreciated and those countries 

. whose currencies depreciated. 

A gradually strengthening upturn in economic activity is now underway, based on a sound 
re-balancing of the macroeconomic policy-mix together with convergence progress. 
Progress in budget consolidation, combined with low and declining inflation rates, 
noticeable wage moderation in most Member States and prospects for moderate wage 
increases, have paved the way for a significant easing in monetary conditions. Thus 
economic policies have become more conducive to a soundly based and sustained 
expansion of output, investment and employment. Their effect has been enhanced by 
progress in completing the Single Market. Thus, the economic strategy described in the 
Broad Economic Policy Guidelines is now delivering its expected results. 

The recently released Autumn economic forecasts of the services of the European 
Commission confirm that a strong recovery is on track in the EU economy. In the EU as a 
whole, the pace of economic growth is expected to reach 2.6% in 1997, accelerating to 
around 3. 0 % in both 1998 and 1999. The progressive acceleration in real GDP growth 
above the labour productivity might result in net employment creation at a rate of 0. 5 % 
this year, rising to 0.8 % and 1.3 % in 1998 and 1999 respectively. This would 
correspond to a cumulative net creation of 3.8 million jobs over the three years. This 
encouraging performance will, however, not restore completely the job losses of the early 
1990s. In addition, stronger and sustained employment growth over the medium· term is 
required to provide employment opportunities for both the very high number of 
unemployed and the increased number of people wanting to enter the labour force or to 
re-enter it after a spell of inactivity. 

Since labour supply is still expected to grow at about 0.5% per year due to a further rise 
in the participation of women and fewer men withdrawing from the labour force·, the 
creation of jobs will not lead to an equal reduction in unemployment. In the EU as a 
whole, the unemployment rate is expected to decrease from a peak of just below 11 % in 
1996 to 10.7 % this year, falling further to 10.3 % next year and 9. 7 % in 1999. 
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But many groups find it difficult to get into jobs even when they are available. At EU 
level, long-term unemployment began rising in 1992 and it has reached 5.2% of the labour 
force in 1996. Youth entry into the labour market also remains a major issue, with an EU 
unemployment rate around twice the rate for adults, though it has fallen significantly from 
the very high levels of the early 1980s. 

In the Commission recommendation and the Council decision on the 1997 broad 
economic policy guidelines, it was underlined the interrelationship between non­
inflationary growth, consolidation of public finances and the possibility of solving the 
unemployment problem. It was pointed out that most Member States needed to 
implement structural reforms since structural deficiencies continued to restrain both 
growth and the degree to which growth could be translated into additional employment. 
At the same time, it was emphasised that policies to improve competitiveness and the 
functioning of product, services and labour markets will bear full fruit when the economy 
is expanding rapidly and is generating a high number of jobs and it underlined that an 
employment-friendly growth must be supported by higher investment, both private and 
public. 

The single currency and a fully functioning Single Market will bring a fundamental change 
in the economic policy framework. Under EMU, the suppression of the risk of currency 
disturbances between participating countries eliminates an important obstacle to growth. 
At the same time, the adoption of a common, price-stability ori~nted, monetary policy and 
the budgetary discipline resulting from the respect of the Treaty provisions (Articles 104-
1 04c and 1 05) and the Stability and Growth Pact will reduce the risks of conflict between 
budgetary and monetary policies. In such a context, wage developments should also take 
into account the objective of price stability and the need to preserve or strengthen - if 
needed - the profitability of employment-creating investment. · The risk of a new stability 
conflict, which, in the past, repeatedly undermined the growth and employment 
performance of the Community, could thus be avoided in the coming years, assuming the 
continuation of a balanced policy-mix favourable to growth and employment. In this way 
also the conditions can be provided for creating more and better jobs for the citizens of 
Europe, while at the. same time fostering social justice and an environmentally sustainable 
growth process. 
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3. EMPLOYMENT POLICIES AND BEST PRACTICES IN MEMBER 
STATES 

In accordance with the monitoring system agreed in the European Council of Essen, and 
implemented by the Employment and Labour Market Committee, all Member States have 
reported in 1997 about the implementation of their Multi-Annual Programmes for 

. Employment. In addition, the Heads of Government have indicated a number of policy 
measures that have proved particularly successful in their respective countries, in reply to 
Prime Minister Juncker's request for examples of"best practice". 

These two series of documents provide a fair amount of evidence enabling the 
Commission to review and assess the progress made in the European Union towards the 
reform of the labour markets, against the ·background of the policy recommendations 

· successively adopted in the European Councils since December 1995. The present 
chapter: 

• Examines Member States' policies in the framework of MAPs, putting the empha~is rin 
recent measures and initiatives, so as to highlight the major tendencies and assess 
progress made towards tackling structural employment problems in Europe. · 

• Selects 14 examples of "best practice" drawn from a total of about 60 suggestions 
from national governments 1, with potential for transfer into other Member States. 
Only policy measures that have already been implemented were considered for the 
selection, and preference was given to those measures that have been subject to 
evaluation. Consequently, measures that have been announced more recently, while 
potentially promising, could not be selected on this occasion. 

The scope of this chapter is very broad, so as to encompass the variety of structural 
problems facing all Member States of the Union, and their respective policy strategies. 
Section 3. I. deals with reforms in three policy areas, that are crucial to increase job 
creation and improve the functioning of the labour market: the activation of labour market 
policy, tax systems and wage policy. 

Section 3. 2. covers the targeted structural policies identified in the Madrid Council: 
preventing long-term unemployment, curbing youth unemployment and implementing 
effective equality of opportunities in the labour market. 

Section 3. 3 deals with the need to adapt flexibly to current structural change in skill 
requirements, production systems, and individual preferences. Current reforms and 
initiatives in the areas of training and life-long learning as well as work organisation and 
working time, are dealt with in this section, which also stresses the important role of 
social partners in supporting policies in these areas. 

Section 3.4. emphasises the increasingly important role of the local dimension in current 
policies to promote job creation in new services and the social economy, and in reforms to 
make the employment services more responsive to the local labour market needs. 

The whole list of suggestions of best practice can be found in the Annex 2. 
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Member States recognise the importance of problems such as the lack of skills and of 
motivation among the unemployed, the lack of suitable jobs for those experiencing greater 
difficulties to get back into employment, high non-wage labour costs and too rigid rules 
on the organisation of work and working time. It is also clear that labour ·market 
regulations, wage-setting procedures and social protection systems differ among the 
Member States, and thus have differing impacts on labour market performance. Plenty of 
policy measures, initiatives and projects have been reported by Member States, reflecting 
genuine concern with the structural causes of unemployment. In many, social partners, 
local authorities and interest groups have been actively involved in the search for 
solutions. 

/Jespite important structural reforms carried out in some Member States, the overall 
picture that emerges, is somewhat obscure, given the insufficient integration between 
policy measures and the absence in many cases of any clear long-term strategy, or well 
defined policy goals. It is therefore difficult to assess whether the Union and each of its 
Member States individually is going in the right direction, and which policy changes 
should be brought jon11ard in order to increase the effectiveness of the measures taken. 

In some cases, the reforms and policies have been too timid considering the scale of the 
problem or too patchy without a comprehensive and co-ordinated approach. The 
outcome has been, in some cases, the emergence of a sort of two-tier labour market 
where the impact of reforms falls mainly upon marginal groups of the labour force. 
There remains the need to tackle the key problems in the functioning of the labour 
markets and to gather wide support for bold reform project.,.,·. 

Moreover, monitorin!{ and evaluation remains a seriou.,· problem. For a few individual 
policy measures, evidence has been provided as to their positive impact in improving the 
employment situation. But, either because of the short time elapsed since 
implementation or of insufficient evaluation researr;h, there is yet no solid ground for 
assessment of many policy measures. Where they exist, evaluation results suggest that 
there are no undisputed successes in employment policy, and that the transfer of policies 
between countries should be accompanied by careful examin~tion of the institutional and 
economic context. 

Improved co-ordination of employment and labour market policies in the Union requires 
more and better monitoring and evaluation of the impact of employment and labour 
market policies and a more active dissemination of results. 

The Commission and the Member States received a mandate from the European Council 
in Dublin to assess the possibilities of benchmarking as an instrument for the effective 
monitoring and evaluation of employment and labour market policies and the identification 
of good practice. 

During 1997, the Commission, in collaboration with the Member States in the framework 
of the Employment and Labour Market Committee started work in order to arrive at an 
operational definition of benchmarking in the employment field and obtain some 
preliminary results with a view to their inclusion in the present Joint Report. 
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Three priority areas have been agreed for the benchmarking exercise in 1997, in line with 
the three structural objectives identified in the European Council of Madrid: long-term 
unemployment, youth unemployment and equal opportunities in the labour market. 

The work so far carried out has focused on the comparative analysis of performances in 
these three fields, based on indicators, and on a discussion of the most relevant 
explanatory factors. 

Benchmarking can help to underpin the European strategy for employment, by providing 
national governments with a common understanding of the need for reform, and 
contribute to improved employment performances in Europe. 

The potential of the benchmarking method deserves to be further exploited, and to this 
end the Commission will pursue and develop the appropriate analytical and 
methodological instruments in close co-operation with the EPC and ELC. 

3.1. MAKING POLICIES MORE EMPLOYMENT-FRIENDLY 

3.1.1. Activation of labour market policies 

Successive European Councils have issued recommendations to re-balance public 
expenditure from passive to active labour market policies and regularly assess the cost 
efficiency of active mea.\11res. 

An excessive emphasis on income protection for the unemployed, not sufficiently linked to 
strong eligibility rules, may create undue disincentives to active job search and contribute 
to the loss of motivation and skills, thereby jeopardising the chances the unemployed have 
of getting back into paid jobs. 

The majority of Member States devote a disproportionate share of labour market 
expenditure to passive income support policies, like unemployment and early retirement 
benefits, instead of active policies. In 1992, the ratio was .of 2 to 1. Since then, the policy­
mix has shown some signs of improvement, albeit slowly and in a one-sided way. For the 
EU 15 as a whole, standardised spending in passive policies, defined as spending as a 
percentage of GOP and per 5% of unemployment, declined steadily from 1.17 % in 1992 
to 0. 96 % in 1996, (see Chart 1) indicating that on average Member States are adopting 
less generous support measures and submitting them to greater control. Active policies, 
after declining to 0.52 % until 1994 in relative terms (as a result of the crowding-out 
effect linked to the rise in unemployment), have recovered slightly since then to 0.54% in 
1996. They represent now 36% of the total amount spent on labour market policies. 

These trends suggest that, instead of a resolute shift of resources from passive to active 
policies, the majority of Member States seems to be giving priority to budgetary 
consolidation and spending less in relative terms on the labour market. 
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Chart 1 -Active and passive policies in the EU 1992-96 
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Assessing member States' performance on the sole basis of this indicator can however, 
be n1isleading: Re-balancing spending from passive to active measures can also be 
achieved by a careful design of both passive and active policies so as to increase 
con1plementarity between these two. 

All Member States report on recent efforts undertaken in this direction. While some of 
them are linking more effectively income maintenance and participation in training or 
employment programmes, in order to increase the number of unemployed job-seekers 
actively taking part, others are reshaping or modernising the institutional arrangements for 
dealing with unemployment protection in order to reduce undue disincentives and fight 
abuse and fraud. Some Member States combine the two approaches. 

· Reshaping unemployment protection. In many Member States, the eligibility criteria 
and/or the duration and level of unemployment benefits have been tightened, while stricter 
definitions of availability for work and tougher sanctions on those refusing available jobs, 
or attendance at a training course, were introduced. Payment of benefits is becoming more 
dependent on the efforts made by the recipient to find suitable work. In some. countries, 
personal registration periodically at the employment office is mandatory, in order to 
continue receiving benefit. 

In the UK, the Jobseeker' s Allowance (JSA) - which replaced the previous benefits for 
unemployed people - has sought to put more emphasis on active jobsearch, discourages 
jobseekers from placing unnecessary restrictions on their availability for work and ensures 
that jobseekers act on the labour market from the outset of their claim for benefit. 
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Activating the unemployment benefit. In an increasing number of countries, the 
unemployment benefit is now being "activated", i.e. transformed in a wage subsidy or a 
training allowance. In Denmark, with the 1994 labour market policy reform, the· focus 
shifted from passive support to active policies. It is estimated that the number of persons­
years spent on active generation schemes in 1997 (including unemployed persons on 
training leave) will amount to 87,000, or 5,000 more than in 1996. This increase is due 
entirely to the phasing in of the right and obligation to participate in activity generation 
after two years. A~ the same time, there was a decentralisation and individualisation of 
measures involving a right and duty to activation of unemployed persons who were 
insured against unemployment or receiving social assistance. (see Best Practice no. 1 ). 

Measures going in the same direction have been also reported by Austria (special 
integration assistance and training allowances), Belgium (occupational transition 
programmes and first work experience contracts), France (co-operation agreements), 
Netherlands (active use of unemployment benefits to promote work experience), Germany 
(bridging allowance), Italy (work programmes in municipalities for claimant unemployed) 
and Finland (reform of labour market policy to start from the beginning of next year). The 
UK will implement the New Deal to assist adults who have been ~ut of work for more 
than two years and young people unemployed for over six months back into work, either 
through a subsidised job or a full-time education and training course while receiving 
unemployment allowance. 

Topping up low income with welfare payments. In-work benefit schemes, providing 
for the payment of income support .on top of earned income below a certain minimum 
level, continue to be implemented in Ireland (Family Income Supplement), UK (Family 
Credit) and more recently, Belgium (Guaranteed Income Allowance) and Portugal 
(Minimum Guaranteed Income), with the aim of reducing the disincentive to taking up 
low-paid work. Ireland also maintains the Back-to-Work Allowance Scheme, which 
provides for the retention of reducing amounts of unemployment payments over three 
years. This scheme has enabled over 19 000 former long-term unemployed to re-enter the 
labour force. Some SOOfc, of the scheme participants are self-employed. Despite a long 
history of in-work henefit schemes, evaluation findings are mixed There i.\' son1e 
evidence that these arrangements actually help get people into low-paid work in the short 
term, but may subsequently provide a di.\·incentive for moving into better paid work or 
from part-time to full-time jobs. 

=> Progress towards a more balanced policy-mix between active and passive policies 
has been slow. Member States still spend only 36 % of their labour market 
expenditure on active measures. Budget consolidation seems to have taken 
precedence over expenditure restructuring. More carefully designed policies, based 
on the activation principle, have been reported, suggesting that qualitative 
improvements are under way and that greater complementarity between active 
policies and the benefit system is being sought. Evaluation of recent policy 
measures is crucial in order to a~sess whether effectiveness of labour market policy 
is being enhanced 
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Best Practice Example no. 1 

Activation and individualised service 

The 1994 reform in Denmark introduced profound changes in the functioning of the 
labour market, by shifting the focus from passive income support to active policies. The 
period over which the unemployment benefit is paid was reduced from 7 to 5 years, and 
those failing to find a job during the first two years of unemployment pass into an 
"activation period" during which they have both a right and duty to accept a training otler. 

A number of instruments have been created for the activation of the long-term 
unemployed: 

• Ordinary job-training, giving right to a wage subsidy, for those unemployed who are 
employable in ordinary work in private firms or in the public sector; 

• Individual job-training for those unemployed who cannot become employed on normal 
conditions. Individual job-training may take plac~ in private firms or in the public 
sector (typically in the municip~lities). 

• Education (including educational leave for unemployed) with or without a subsidy 
from the labour market authorities. 

In general, activation seems to have had a positive impact in the sense thai it lowers 
subsequent unemployment. This goes for both education and job-training. In particular, 
job-training by the private sector. seems to be particularly effective, reducing subsequent 
"gross" unemployment by 16 percent, which reflects in part its capacity to attract the 
unemployed with the best preserved skills, as well as the fact that private firms have 
greater possibilities for keeping trainees after the subsidy terminates. 

However, the overall positive results of the reform cannot be attributed only to the 
employment effects of training. The right/duty to full-time activation means that the 
measures during the activation period are based to a greater extent than berore on 
systematic control of the duty to be available for work and on a motivation effect. 

Individual guidance of the unemployed was given high priority in the Danish labour 
market reform. Each unemployed person who is considered within the special risk groups 
defined by the regional labour market councils is given an "individual plan of action". The 
plan specifies the employment goal of the individual unemployed and the kind of 
activation (education, job-training etc.) that the unemployed must undertake in order to 
regain ordinary employment. In some cases the unemployed may take the initiative to get 
an individual plan of action. 

The recent evaluation of labour market reform has shown that individual action plans are 
effective as instruments for reallocating the unemployed towards new areas of 
employment, as three out of four of the unemployed have goals for their future 
employment which differ from the previous employment and educational background. 
Furthermore, in four out of five cases, the employment goal specified in the plan is in line 
with the wishes of the unemployed, which is crucial to obtain high motivation on the part 
of the unemployed person for any action that is proposed. 
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Best Practice Example no. 1 (cont.) 

Another example of individualised treatment is supplied by Finland with its intervention 
programme designed to assess the service needs of the older Iong·term unemployed. 
Long:-term unemployment among older workers has caused serious concern in ·Finland in 
the 1990s, with both the size and duration of unemployment rising continuously. For older 
workers, long-term unemployment has become a significant pathway of exit from the 
labour market and into exclusion, while the importance of early retirement has declined. 

In July 1996 a programme of action and research based on an individualised approach was 
launched for a target group consisting of long-term unemployed persons aged between 50 
and 58, with the aim of exploring their labour market careers, and assessing their 
employment possibilities, training and rehabilitation needs. The project, that will continue 
until the end of 1997, consists of individual in-depth interviews of more than 15,000 
individuals in ten municipalities. After assessment of· their service and social security 
needs, the interviewed persons will be referred to different service organisations (such as 
municipal health centres, welfare agencies and various rehabilitation services). 

Preliminary results reveal that 1/3 of the interviewed aim primarily at work and should 
therefore continue to receive job search assistance by the employment services. The rest 
are either disabled, or aiming primarily to an unemployment pension, and therefore do not 
expect any further help from employment services. 

3.1.2. Reforming taxation systems 

The Dublin /Jec/aralion advocated more employment-friendly taxation and social 
protection .\ystems, in line with the J~J:\·sen Council recommendation to· cui non-wage 
labour costs, with particular emphasis on unskilled workers. · 

Trends over the last 15 years in Member States show an increasing tax burden (i.e. taxes 
and social security contributions) on labour (chart 2). The implicit tax rate (i.e. tax 
revenues divided by the appropriate base) on labour employed has increased steadily in the 
EU from 34.9% to over 42% between 1980 and 1995, whereas the same rate for other 
factors of production (capital, energy, natural resources) has decreased from 45.5 % to 
less than 35 %. Unless this trend towards increasing taxation of labour is reversed, 
employment will be further discouraged, because labour becomes more costly for 
employers, less rewarding for workers and less advantageous relative to capital. 
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Chart no. 2 - EU implicit tax rates - 1980-95 
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Of .particular concern has been, in most Member States, the increase of social security 
contributions paid by employers which now represent more than 20 % of total labour 
costs on average. This high share of contributions represents a disincentive for 
recruitment, particularly at the bottom range of the wage structure. The proportional or 
regressive structuring of contribution rates is responsible in the majority of Member States 
for a disproportionate share of non-wage labour costs for low-wage workers, which adds 
to the difficulties which in certain cases can be created in this respect by statutory as well 
as collectively agreed minimum wages. Another problem remains the treatment of 
households as a single taxation unit, which in practice acts as a disincentive for the labour 
supply of women and their participation rates. 

Adapting taxation systems to make them more employment-friendly. Taxation 
systems have been adapted in some Member States, with the objective of cutting non­
wage labour costs or reducing the overall tax burden. 2 •• Across-the-board reductions in 
social contributions have been implemented recently in a few countries (Finland, Spain, 
Portugal). In France, the introduction of the CSG (generalised social contribution) in 1991 

_ represented a major reform which enlarged the source of revenue for the financing of 
social protection to include earnings not directly generated by work (such as capital, 
pensions and other replacement earnings ). Since then the shift from social security 
contributions to the CSG has been expanded .. 

-----------------------

2 Some Member States have also reduced marginal income taxes in the lower brackets, so as to remove 
disincentives to taking up low-paid or part-time work-:- This kind of policies will not be examined in 
the present chapter. 
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Fiscal packages have been implemented in some countries with the purpose of stimulating 
investment and employment growth, and supporting a moderate wage development. In 
the Netherlands in 1998 a new package will be introduced resulting in an estimated cut of 

- taxes and social security contributions of dfl. 3.9 billion. In Germany, fiscal reform has so 
far focused on the abolition of the wealth tax in 1997 and the local business tax on capital 
as from 1998, as well as the reduction of the fiscal burden of inheritance and donation 
taxes in cases where an enterprise is bequeathed. In Sweden, where payroll taxes have 
decreased during the 1990s, the reduction of the payroll tax for smaller enterprises was 
expanded in 1997. 

Reducing taxes and social insurance charges on employers. Several Member States 
are implementing cuts in social insurance contributions targeted to low-wage workers, or 
have kept them low (see Best Practice example no. 2), in order to reduce labour costs, 
encourage job creation and/or maintenance, and boost competitiveness in particular of 
labour-intensive sectors. 

Belgium, France and Netherlands have implemented wide ranging reforms with the aim of 
reducing the level of non-wage labour cost for workers at the bottom end of the pay 
structure,. which in these countries was far above the EU average. Ex ante evaluations 
have given rise to positive expectations about the job creation effects particularly among 
the low-skilled, and the effects on competitiveness. 

In France, reductions in non wage labour cost amount to some 180 Ecus per month at 
minimum wage level, which means a wage cost decrease of 12.6%. A degressive 
reduction applies up to 1.33 times the minimum wage level. The budgeted cost of the 
measure for 1997 is 6 billion Ecus. 

The Netherlands are also targeting reductions in non-wage labour costs at the low paid. 
Employers receive this reduction on the condition that the worker earns below 1.15 times 
the statutory minimum wage. At minimum wage level, this reduction now amounts to 
830 Ecus per year and per worker, which corresponds to 28% of employers' social 
security contributions and ~o 5% of the wage bill. The reductions will be doubled in 1998. 
Reductions are higher when the long-term unemployed are hired. The estimated budget 
costs of these measures are 420 million Ecus in 1997 and 545 million Ecus in 1998. 

In Belgium, different cumulative measures are planned. The reduction of indirect labour 
costs for low wages is degressive, from 50o/o at the level of the statutory minimum wage 
up to 10% at 1.43 times that level. In addition, the "Maribel quater" scheme provides for 
a reduction in social security contributions for all firms employing manual workers. The 
reduction is a general measure in the form of a flat rate amount plus an additional 
reduction in proportion to the extent to which the firm relies on manual labour. In 
addition, Belgium mobilised the hiring potential of the self-employed and households by 
launching the "Plus-One Plan;' in 1994. The programme grants persons or firms which 
have never employed workers, a three-year reduction (on a declining scale) in employers' 
social security contribution for the first worker that they take on, provided that she or he 
is an unemployed person. In 1997, the plan was extended to the- second and third workers 
taken on. 
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Best Practice Example no. 2 

Low non-wage labour costs 

In the United Kingdom , non- wage labour costs are low relative to those in most other 
EU countries. This partly reflects lower overall levels of taxation and contributions, and 
the fact that health services are largely financed out of general taxation, but also the 
recognition by the government that high non-wage labour costs can have a detrimental 
effect on employment opportunities in the labour market, in particular for those who are 
low paid. 

An important feature in the UK is that national insurance contributions paid by employers 
are progressively structured, as a result of a prqgressively introduced policy of 
restructuring employers' contributions so that those employing lower .Paid workers, often 
in small businesses, pay lower contributions. 

Currently this means that employers' payments represent 10% of gross wages for a 
worker employed on average earnings and this drops to only 3% for workers who earn 
25% of average earnings. This is deliberately intended to reduce the cost of employment 
of those with relatively low earnings potential and thus to improve the opportunities for 
the employment of a group within the labour market at high risk of unemployment. It is 
estimated that this measure alone is· successful in supporting 20% of the active population. 
From April 1997, proceeds from a landfill tax were used to cut in the main rate of 
employers' national insurance C<?ntributions by a further 0.2% from 10.2% to 10%. 

Temporary reductions in social insurance contributions as an incentive for hiring. 
In addition to structural reforms aimed at reducing non-wage labour costs, almost all 
Member States have implemented temporary reductions in social insurance contributions 
or opened up the possibility of paying wage cost subsidies aimed at encouraging the hiring 
of certain categories of job-seekers such as young people, the long-term unemployed, 
older workers, etc. An important aim of this kind of measures is to substitute weak groups 
on the labour market for other job seekers with better prospects to find a job, in order to 
give them more equal chances on the labour market. 

Very little evaluation has been done on the effects of such schemes, which tend to be ad 
hoc in nature and vary frequently from year to year:. However, past evaluations carried 
out on similar schemes have sugge.\·ted that such reductions may entail considerable 
negative substitution and dead-weight e.ffects, and contribute little to overall employn1enl 
growth. 

Alternative sources of fiscal revenue. Overhauling the tax system in the .required scale 
so as to make it more employment-friendly necessitates a sustained effort towards the 
restructuring of fiscal revenue. The proposal for an energy product tax (COM(97)30) 
gives member States the opportunity to shift the burden of taxation away from employed 
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labour and towards the use of natural resources which damage the environment. This tax 
shift could lead to a real increase in jobs in several Member States. assuming that the 
revenues are used to reduce social security contributions 3. A number of Member States 
(Denmark, Finland. the Netherlands and the United Kingdom) have specifically included 
tax shilling in the design of environmental taxes. 

"- --.-------- -----··--------

==> While there is ample evidence that the high tax burden on labour has militated 
against recruitment l?{ workers, particularly those with lowest skills and in 14v­
wage sectors, few Member ,States have undertaken a thorough overhaul of the, tax 
~ystem in order to make it more employment-friendly. Instead, they have tended to­
adopt ad hoc and temporary cost-cutting n1easures. J¥oreover, frequent changes in 
policy desiJJn in this area make it more difficult to assess the effects of such 
measures in the /onJ]er term. In any case, non-general cost-culling measures must 
he in col!lormity with Articles 92-CJ..f i?f the I•:C Treaty:' 

3.1.3. Wage r>olicy 

The needfor real waKe costs per head to remain he/ow overall productivity growth, so as 
to stimulate productive investment, has been repeatedly stressed by the European 
( 'ouncil as a key condition for employment growth in the long nJ/1. 

In contrast with wage behaviour in the 1 970s and 1980s, when the rise in the wage share 
iri output had been responsible for falling profitability and investment, recent trends have 
been more moderate. The average level of profitability is now higher than at any time 
since 1970 but real interest rates are also higher than in the 1960s5. 

Against a background of low and falling inflation, wage moderation has prevailed in most 
M<.:mher States (wcr the last year. Average nominal wage growth in the Ell is now 
f(u-ecast to remain close to the J'Y., lt~vel(•, which is consistent with the maintenance of 
price stability and the improvement of investment profitability. A moderate increase in 
real wages is expected, which will remain below real productivity growth . 

. l Studies carried out by independent research institutes point at the creation of between 155 000 and 
475 00.0 jobs by 2005. 

4 "Guidelines on aid to employment". OJEC 95/C 334/04. and "Notice on monitoring of State aid 
and reduction of lctbour costs". OJEC. 97/C 1/05. 

cf. Annual Economic Report. 1997. 

cf. Annual Economic Report. I 997. 
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In many countries tht~rl~ art~ ongoing agreements between the social partners to moderate 
the growth or real wages to less than the growth or productivity or in comparison with 
wage increases of their major trading partners. These have generally proved successful in 
maintaining wage moderation. 
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Chart no. 3 - Wage developments in the EU - 1961 - 1997 
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The minimum wage has hccn raised in'< ireece, France and I .uxcmbourg, ~but these moves 
arc not likely to change the overall ·wage trend. As women arc over-represented amGng 
the low-paid in the El.J, this. will have an impact on the wage gap between women and 
men. 

The UK is plan~ing to introduce a statutory minimum wage and an independent Low Pay 
Commission including i.a. the social partners has been charged with presenting 
recommendations to the government on the level at which it might be introduced. In the I 

Netherlands, the government is encouraging the social partners to close the gap between' 
the statutory minimum wage and the lowest collectively agreed wages. 

::::> In general, the recommendations l!f'the l·:uropecm ( 'ounc.:il and the ( 'ommission as 
./itr as wage moderation is c.:oncerned ha\'£' heen fo/lmved 'lhe key conlrihution l!l 
soda/ partners in this process is recognised Waies are increa.\'illl( less than 
productivity and 11111t labour costs are dec.:reasinl( in real terms (.'iee list l!l 
indicators in Annex 1). II is therefore in1porlantto maintain the appropriate wage 
trend\· and avoid that undue increases in wages in some Member States may 
endanger the employment creation process. 
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Best Practice example no. 3 
Wide-ranging tripartite agreements 

Tripartite negotiation of wages at national level is now widespread in the 
Eu1 opt.~an t Inion, ami hns hcen credited with a large share of the responsibility for 
gt.~nt.~ralisl~d wagt.~ moderation and modest increases in unit labour costs over the 
last coupk~ of years. The potential of tripartite agreements has been further 
exploited in several Member States to tackle wider problems, including social 
assistance, organisation of work and working hours, fiscal issues, public 
investment, continuous training and active labour market policies. 

An example of such an agreement is Ireland where the Programme for 
Competitiveness and Work, which was in force until end of 1996, has played a 
decisive role in promoting strong economic growth and employment creation. A 
new tripartite agreement for the period 1997-2000, called Partnership 2000 for 
Inclusion, Rmployment and Competitiveness has been concluded. Partnership 
2000 sets a medium-term ceiling for wage increases, establishes a framework for 
enhanced usc of active labour market policies, and promotes information and 
participation of workers at enterprise level. 

Partnership 2000 again provides for moderate basic terms, with a provision 
of 2(% fbr local bargaining under which it is intended to meet the costs associated 
with modernising the- workplace and restructuring both in the public and private 
seCtors. Likely, early progress on personal tax commitments and more flexible 
profit sharing and gain sharing mechanisms, especially in high performance areas 
of the private sector, is expected to help to minimise drift from the basic terms of 
the Partnership. In addition, the government made a commitment to maintain the 
real value of welfare payments over the period of the agreement, and to make 
significant reductions in personal income tax. 

Despite the unquestionable role of the tripartite agreements concluded in 
Ireland since 1987 for the economic recovery that followed, it is debatable 
whether this same approach can be applied with equal success in other Member 
States. The outcome depends significantly on the prevailing circumstances, both 
those that relate to cultural and social aspects within a country and also the 
economic situation in any particular period. 

Similar wide-agreements covering a wide range of subjects have been 
concluded in other countries, such as Portugal, Finland, Italy and Greece. 
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3.2. TACKLIN<; STRUCTURAL PROBLEMS IN THF. LABOUR MARKET 

3.2.1. l,reventing long-term unemployment 

ld<'mlwr Stales, loMether with !he soda/ partners, ,,·hou/d engage in a more active polic)' 
for the pre\'t!lllion t!llou;:-term uuemploymeul, and gil'e to all unemployed people £111 

opportunity of retraining or reintegration before reaching the point of long-term 
unemployment. In particular, the intensification of efforts regarding action in favour of 
groups particularly hard hit by long-term unemployment such as older and disabled 
workers, should be intensified. · 

Throughout the Community, long-term unemployment has become an increasingly 
diflicult problem to solve. Most Member States have experienced the emergence of a hard 
core of unemployed with prolonged unemployment periods resulting in loss of skills and 
motivation. A disproportionately large share of long-term unemployed are low-skilled and 
older workers. 

Following a decline of long-term unemployment in the late eighties, most Member States 
experienced in the course of the 1990s a new rise in their proportion of the labour force 
becoming long-term unemployed (sec Chart 4). The rate of long-term unemployment in 
the EU-15 has stagnated since 1994, despite economic recovery since then. In 1996, it 
was 5.2 o/o. 

Chart no. 4 
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To tackle high and persisting long-term unemployment, Member States have adopted a 
variety of policy measures designed to increase the- employability of the long-term 
unemployed, through the provision of counselling and job-search assistance, training 
programmes, and subsidised employment. All Member States report with more or less 
detail on such policy measures, but the data provided do not even allow for a rough 
assessment of the main tendencies in this respect. 
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Promoting ntore preventive action to tackle long-term unemployment. Preventive 
measures involve the provision of vocational guidance, counselling services and assistance 
with activt.· joh st.•eking There is dear cvidc..~nc..:c..· in the national reports. that these..· 
ar.t ivit ic..·s an· all rart ing incrc..~asing nttent ion, in rdat io11 to more..~ I radii ionnl llmc..~lions of tlw 
employment st~rvk.c..~s. Some Member States have addrc..~ssed the need to improve methods 
l(lr early idcntilic..:ation and early action. llowever, attempts to identify those at risk of 
becoming long-term unemployed, through statistical screening methods, have met with 
ditliculties, which underpins the need tbr a greater emphasis on customised case­
management within employment services. 

Training programmes targeted at the long-term unemployed. All Member States have 
well-established programmes to encourage active job search and promote employability 
through training. There is a great variety of programmes depending on the age, 
educational level and professional background of the unemployed. Also, the moment in 
the unemployment spell when these programmes are offered as wen as the extent to which 
attendance is compulsory vary a great deal. 

Fvalualion results suggest that the most closely /argetetlpro~ramme.,· lend to be the most 
(:1/c•c'/ive, ll'ilh hroad~\' llll:l!,eled schemes (.'OIIsisliug fl class-room lrainiu~ showing no 
slgiiU/('(.11// posi/1\'£' results upon the employment pro.,pec.·ts l!/'lrainee.\'. 1/owever, am/ 
de.,1Ji/e the l'ariely fl schemes ill force in all Memher Stales, there are indications that 
only a small percental(e l?( the lonJ(-term· ·unemployed is Kiven an actual chance to 
participate inlraininJ( programmes. 

Subsidised employment. Most Member States provide some kind of subsidised 
employment enabling long-term unemployed ·to acquire work experience. These 
programmes can be in the form of recruitment subsidies, targeted reduction in social 
security contributions or temporary job programmes. 

]~;valuations of such schemes have yielded mixed results partly depending on the specific 
target group be inK ~ffered .'J11bsidised employment and the type of work that has been 
carried out. They show that the substitution effect and the dead-weight effects ~f .\·uch 
ptol(rammes can he hil(h, which draws al/ention to the need to supervise their overall 
imJUU'I. /11 most cases. continued use l!f'such programmes can on~v he just{fied l~y their 
gh'JJig more t!lflllll chances to disadvantaged ~roups in the labour market. 

T~adding tht· · sod;al <'onsc<lucnn~s of industrial rcstr·ucturing t.o 1>rcvcnt 
uncntployment. In some Member States, measures have been implemented in the context 
of sectoral restructuring programmes to avoid that workers affected by collective 
dismissals drift into unemployment. In most cases, lack of adaptable skills and old age 
make re-employment difficult and risks of long-term unemployment are high. Austria, 
through the Labour Foundations, and Greece, through the recently implemented 
Integrated Programme of Intervention, are examples of this approach (see Best Practice 
Example no. 4). But this policy approach has older traditions in Europe and has been in 
force for some time in Italy, France and in Spain, with support from the ESF. 

Keeping elderly workers in work and making efforts towards their re-integration. In 
view of demographic trends and the costs incurred to finance early retirement schemes, 
many Member States increase their efforts to keep older workers in work and/or to 
reintegrate them into the labour market once they have been dismissed. 
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Th(~ srlunl iort or older tlllt~lllployt:d pt~l so us is per ccivc.~d us a major concern in scvc.~rul 
countries, where measures include the reimbursement of social security contributions 
when recruiting the older unemployed (Luxembourg), the activation of unemployment 
benefits of older unemployed when working outside the ordinary public service (Sweden), 
and more generally, fighting age discrimination (Netherlands, UK). In Finland, since 1996, 
a new programm~ was implemented to assess the service needs of the older long-term 
unemployed with a view to improve and maintain their employment opportunities (see 
Best Practice example no. I). In the Netherlands, a specific tax facility to encourage 
training in enterprises especially for older employees, will be introduced in 1998. 

Part-time work is being offered to older workers in combination with financial incentives 
for recruitment of substitutes. In Germany, the Act on Old-.Age Part-Time Work has made 
it possible that on the basis of corresponding agreements between the social partners, 
elderly workers may gradually retire from working life. 

l»r·omofin~ Uu~ t~mrlloymt~nt of disnblt~d lleorJit•. Specinc measures to promote the 
c.~mployment or disabled people and improve their conditions in work arc provided in all 
Member States. Employment subsidies arc widely used. In many, a more intensive use of 
the available mainstream support instruments and/or' the relaxation of general eligibility 
criteria in favour of this target group are also encouraged. ESF mainstream financing as 
well as support from the Horizon strand of the Community Initiative on Employment are 
additional means which are often used in this context. 

In Austria, work and project assistance as well as skill training measures in sheltered 
workshops and job coaching for young disabled have been introduced in order to foster 
the occupational integration of disabled persons. In the Netherlands, a bill will be 
introduced in· Parliament concerning the reintegration of disabled workers, as an 
alternative to income support, an objective also shared by the social partners. The 
occupational integration of disabled people by training and employment incentives, 
notably in sheltered workshops, is common to many Member States, and has been 
reinfbrced recently in I ,uxembourg, the Netherlands and Spain. 

l(fhnk mino.-itit•s nnd mobility. In (irecce, tlw employment services arc tackling the 
problem or illegal immigration, which currently is estimated to ancct as much as 450,000-
500,00 people. A "'Green Card" programme of. registration of the foreigners illegally 
working in Greece is being undertaken, with the aim of providing them with social 
protection and other employment rights, and increase their chances of insertion. 

Benchmarking. The work carried out in the context of the benchmarking exercise in 
1997 confirmed wide discrepancies within the Union as to the severity of the long-term 
unemployment problem, as measured by the proportion of the stock of people 
unemployed for more than 12 months in the total labour force (see Chart 5). 

Four countries show rates of long-term unemployment below 2o/o: Luxembourg, Austria, 
Denmark and Sweden. On the other side of the range, Spain, Ireland and Italy have the 
most severe long-term unemployment problem, with rates well above 6%. Although 
countries with low levels of long-term unemployment tend to be characterised by lower 
overall unemployment, and vice-versa, this relationship is by no means systematic across 
the I :l J nor has it remained unchanged over time. There is considerable scope for 
explaining inter-country ditlerences in long-term unemployment on· the basis of policies 
and institutional features. 
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Chart 5 

Rates of long-term unemployment - 1996 
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The evidence provided indicates that we/1-resourced- employment services and an 
extended use of active labour market policies could be among the factors accounting for 
best performance. Other factors playing an important role are the articulation between 
the unemployment protection system and the use of active policies and the quality and 
effectiveness of the de~ivery system. 

/•,'vidence al.,·o shows that the chances of getting a job fall significantly with the duration 
t~/IIIU'IIIfJit~\'lllent. '/his ('OI!firms the importance t?f preventive policies in hreakinK lonK 
.'fJ£'1/s l?/llll£'111fJit~vmellt \-Pith Jmrticipatioll in labour market proKrammes in order to 
maintain emp!t~yahility am/ increase the chances ll re-enterinK the Ia hour market. 

-~-------------------__,...-------------------. 

:::::> ( 'omiiiK to KrlfJ.\' with lonx-term unemployment involves both policies preventinx 
the short-term unemployed from drifting into long-term unemployment and 
adopting measures that aim at re-integrating the long-term unemployed into the 
regular labour market. For this purpose, a more ambitious effort to tackle long­
term unemployment in Europe is clearly warranted 
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Best Practice Example no. 4 

Re-integrating workers atTected by industrial restructuring 

Aush·in has launched in 1987 the Arheil.tt.\'li/lttfiJ!f!ll (Labour fhundations) 
ollcring a m(.~ma of measures to those aflectcd by collective dismissals, industrial 
restna<.·.turing and company insolvency. The main objective is to provide a br.idgc 
between the prcviotls and the future job without going through a period of open 
unemployment. The package consists of career guidance, active job search, job . 
placements, traineeships, training, and support in the creation of new businesses. 
Labour foundations are not limited to the company level, but can also be set up at 
regional and sectoral level, covering several companies affected by similar 
restructuring problems due to. industrial.: change. 

The foundations are funded by the companies, the employees, the Labour 
Market Service, Lander and communes, and receive ESF support. Participants in 
the foundations receive unemployment benefits in the form of training allowances 
for a maximum of 3 years, in exceptional cases up to 4 years, as well as a 
"foundation scholarship" of I 000 to 1 500 AS per month on average. . 

In 1995, 43 different foundations existed at all levels. Notably two 
sectoral foundations, in the foodstuff and transportation sectors, directly address 
structural problems resulting from joining the EU. The first one, the largest of its 
kind, plans to retrain 6,000 participants over three years. The foundation in 
transportation is designed to help I 000 participants. The first foundation, set up in 
the iron and steel industry in 1987, is currently preparing 400 participants for new 
jobs. 

A recent evaluation of the foundations in the foodstuff and· transportation 
sectors shows a· high reemployment rate. After leavi·ng the measures, 83% in the 
foodstuff industry foundation and 73% in the transport secior foundation were 
reemployed. After 6 months, the reemployment rate continues high at 75 %. 
Almost 60% of participants succeeded in maintaining or improving their former 
wage income . 

Greece is implementing a programme with similar characteristics, which 
addresses the needs of workers affected by collective dismissals in areas of 
industrial restructuring. The "Integrated Programme of Intervention" consists of a 
menu of measures aimed at .the re-integration of dismissed workers through active 
support for a period of 3 7 months. It includes training allowances, subsidised jobs 
and start-up grants for the creation of own business. In contrast with passive 
income support, that in the past had been widely used to deal with similar 
problems, the new programme attempts to create the right conditions for the re­
integration of those dismissed into active life. It is expected to play an important 
role in underpinning the current privatisation process. 

The programme, the implementation of which involves the OAED (public 
employment service), local authorities and the social partners, has already been 
applied to 400 wqrkers affected by the restructuring of the "Piraiki-Patraiki" 
company, and is currently being applied in other industrial companies. 
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3.2.2. Integrating yqung people into the labour market 

/11 addition to Kl'l'ater investment in vocational training, the J~J·uropean Coundils have 
rc•commemled that Member Stales should direct their effort.\' toward\· school Ieaver.\· with 
lillie or no qualdic:alions or traininK. hy offerinK them employment or training 

Integrating young people into working and social life and avoiding their drifting into 
exclusion is a major challenge for Europe: 4.8 million young people are without jobs, 
which represent about 1 0 % of the total population aged between 15 and 24. Almost 2 
million young people have been out of work for over 12 months. 

Despite a steady decline in the size of the young population, and a structural upwards 
trend in the levels of participation in education and training, the unemployment of young 
people has not improved over the last decade, as the share of young people in employment 
continue to decrease (see Chart 6). Still to a large extent, this is caused by insufficient 
qualifications of a sizeable share of the young population. It is estimated that about 1 0 % 
of students leave school without any qualifications. Moreover, 45 % of the young people 
aged between 15 and 24 leave school before having completed upper secondary 
education. Supply-side factors do not explain however why, having in average higher 
skills than adult workers, there are twice as much young unemployed persons. Specific 
difliculties on the demand side have also to be taken into account. 

Policy measures reported by Member States reflect this two-fold concern with supply and 
demand-side causes of the youth unemployment problem. 

Supply-side policies. Improving and extending initial education and training and adapting 
it to the needs of working life appear to be the guiding principles of the policies and 
actions implemented by Member States (see below section 3.3.1.). In addition, activation 
policies have been targeted towards unemployed young people with low qualifications, 
who have often left school prematurely. 

Following on from earlier experiences in other countries that have known considerable 
success (see Best Practice example no. 5), Belgium (P.E.P. Premiere E-xperience 
Pn?fe . ..,· . ..,·ionnelle) and the UK (New Deal for the Young Unemployed) are also considering 
or starting to implement ambitious programmes to tackle the problem at an early stage (3 
to 6 months of registered unemployment) and replace the right to unemployment benefit 
or other form of social protection by the right to a job and/or a training offer. In the UK, 
all options available include a training element leading to a recognised qualification. 

Specific schemes developed by Ireland, Spain and Portugal are based on integrated 
approaches combining education and training, educational and occupational counselling, 
support during the transition process and assistance with access to a first work 
experience. They are targeted to youth with particular difficulties of integration and early 
school leavers. Workshop Schools have been quite popular in Spain as a measure for 
unskilled youth and have now been introduced in Portugal in the context of the 
development of traditional crafts and local development (see Best Practi.ce example no. 6). 
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Chart 6- Young people by status in the EU-12 -1986-96 
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In Ireland, the Youth Reach Programme is designed specifically for early schoolleavers. 
Having been identified as high priority in the recent mid-term review of the ESF, this 
measure will be refinanced in 1998-99, which will allow for an increase of over 1400 
places. The renewed scheme will offer advice and counselling, a bridging facility, a 
preventive package focused on young people at risk and a "Preparation for Youthreach" 
pathway. 

In countries where unemployment of university graduates is rising (Portugal, Greece), 
new programmes have been designed to Htcilitate access to the labour market through 
acquisition of a first work experience. 

Many cities and regions have expressed interest in the setting up of "second chance 
schools" which aim at combating exclusion and unemployment by education and training. 
The target groups are young unemployed people beyond the age of obligatory schooling 
(between 15/16 and 25) with no qualifications and risking social exclusion. The second 
chance schools are based on the use of individualised teaching methods, the application of 
new computer and multimedia technologies, and on close involvement with local 
employers. To date, 12 such schools are planned as European pilot projects in agreement 
with the relevant national authorities (France, the UK, Germany, Spain, Italy, Finland, 
Portugal, Greece and the Netherlands). The first 6 "second chance schools" should be 
opened before the end of 1997 with a planned total capacity of some 1,500 students. 

New pathways to facilitate the transition from school to work have been introduced in 
some Member States. They combine specific counselling facilities with traineeships and 
guidance in the process of searching a first job. In France, local missions and special 
Htdlities. f(H· int<lrmation and guidance targeted .to youngsters with particular ditliculties, 
have been created. These structures, which now number 650, and are set up and financed 
by the State and the local authorities, play an important role in the integration of young 
persons, including in social aspects like health, training or housing, and provide a follow­
up of their early professional pathway. 
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Uemand-sicJe Jlolicies. Some Member States have attempted to intervene on the demand 
side by facilitating access to employment, notably through the reduction of starting-wages 
and social insurance contributions. 

The reduction of indirect labour costs to encourage young people's recruitment has been 
implemented by several Member States. Despite continuing controversy about their 
actual impact on employment, targeted reductions in social security contributions arc now 
widespread and cover young unemployed people or first job-seekers in most cases. 

A more global approach to youth employment has recently been conceived in France with 
the new scheme "'Programme 700 000 jcunes" the first part of which will be based on the 
development of new activities addressing emergent or unsatisfied needs in social, 
environmental and household services. These new activities are to be developed mainly 
by local associations and authorities and projects will receive funding in the form of a 
subsidy to the operating expenses. In a second phase, the scheme will address private 
companies. The subsidised new activities are expected to create durable jobs for young 
people and not just temporary placement. 

Actions to improve the integration of youth addressed to demand, be it through the 
traditional policies of labour cost reduction, or the development of new activities, should 
be carefully assessed in terms of their possible discrimination effect upon other hard-to­
place groups among the unemployed. 

Benchma•·king. Integration of young people into the labour market follows very different 
paths in the Member States, reflecting the differences in their respective education 
systems, labour market institutions and social and-cultural characteristics. Four groups of 
countries can he identified in this respcct7: 

• Germany, Austria and Luxembourg - low rate of youth unemployment, little 
difference between youth/adult unemployment rates, close and systematic 
relationship between training and initial work experience, little use of part-time 
working as an insertion path~ 

• Denmark, Sweden, UK and the Netherlands - low/average youth 
unemployment, short duration of unemployment, strong links between 
employment and training generally through part-time working combined with 
continued study~ 

• France, Belgium, Portugal and Ireland - average unemployment levels, marked 
difference between youth and adult unemployment rates (except Ireland), 
tendency towards lengthy unemployment spells~ 

• Greece, Italy and Spain - very high youth unemployment including long-term 
unemployment, great difference between youth/adult levels, little use of part­
time working. 

7 Due to insufficiently comparable data, the position of Finland is difficult to establish. Eurostat 
data for 1995 suggest however high youth unemployment. 
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Best Practice Example no. 5 
Activation policies for the young unemployed 

The activation of labour market policies seeks to reduce the number of 
.unemployed people living on welfare benefits by offering them subsidised jobs, 
participation in training programmes and temporary jobs in socially useful 
activities. It normally involves some form of conditionality related to continued 
eligibility for welfare payments. 

For young people with low qualifications searching for a job and living on 
welfare payments, the intervention of public authorities should start soon enough 
to avoid discouragement and minimise the risk of social exclusion. 

Since 1996 I>enmaa·k has developed a new scheme targeted on young 
people bctwl-~n 18 and 25 years of age, without formal qualifications, who have 
been unemployed for at least 6 months within the last 9 months, and receive 
unemployment benefits. The youth measures include a right and a duty to undergo 
education or training of at least 18 months duration. Beneficiaries are expected to 
be activated no later than 5 weeks after the qualifying period. 

Training allowances corresponding to 50% of the maximum rate , of 
unemployment benefit are paid to participants. If a young person refuses to accept 
a reasonable offer of training or education he or she will forfeit the right to 
unemployment benefit. 

Until the summer of 1997 a total number of 9,000 claimant unemployed 
persons have been covered by the special measures for the youth, of which 5~000 
have ceased to be unemployed before concrete activation measures were taken 
and 4,000 have actually been activated in connection with the special youth 
package. The results of preliminary evaluation show that about 70% of the 
participants have on their own initiative taken a job or resumed education after 
completion of the programme and that only 25°/o remained unemployed. 

Young persons on social assistance also have a duty to accept an activation 
offer at the latest after having received social assistance for 13 weeks. The offer 
must have a duration of at least 18 months and 30 hours per week, and its extent 
will be decided by the municipal authorities. 
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In Luxembourg, the Temporary Auxiliaries Division (JJAT} aims at creating 
temporary jobs for the young unemployed in work of public interest and in 
response to real collective needs. OAT members are liable to be assigned 
temporarily to work on public or cultural-interest tasks under the auspices of a 
central or local government body or an institution. Registered unemployed of 30 
years or less arc eligible 1(n tlw DAT. An allowance is due, varying between 46 
000 and 55 000 fi·ancs per month (corresponding to minimum wage tor unskilled 
and skilled workers respectively). 

In I 996, 762 contracts were concluded representing a 37°/o increase over 
1995. Job assignments arc for one month minimum and can be extended for two 6 
month periods and one final 3 month period. Evaluation has shown that more than 
90 % of the participants in OAT find a job before this final extension. 

Similar activation schemes have been in force in the Netherlands (Youth 
Guarantee Act), Sweden (initiatives by municipalities for training of youngsters 
with less than 20 years) and Finland (extensive programme of replacement of 
income support by active measures, since the beginning of 1996). Most of these 
activation schemes are consistent with and have extensively benefited from ESF 
support under Objective 3. 
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Workshop Schools 

In Spain, the Escue/as Taller carry out training and employment 
programmes aimed at integrating unemployed young people (less then 25 years 
o1d) with few or no qualifications. These programmes combine formal training and 
work experience in areas relating to preserving the environment, development of 
traditional crafts and restoring the cultural and historical heritage. The programme 
of Escuelas Taller is co-ordinated at national level, its implementation being 
assured by a myriad of different agencies acting at local level. In fact, the aim is 
that the objectives and the courses given in each school should be integrated in 
territorial employment plans and respond to real demand in the labour market. 

Between 1994 and I 996, 44,500 trainees completed courses, and 
placement rates of around SOo/o have been reported tor the whole of Spain. High 
satisHtction rates fl·om local agencies were also registered regarding the quality of 
the workshops· output. As regards the effects on participants, career advancement 
and wage increases have been reported in some regions for those who found a job. 
However, differences between men and women tend to subsist at this level. As 
regards progression to further studies, this has been reported for a relatively small 
number ranging between 5 and 25% depending on the regions. 

The advantage of these schemes, which tend to be adopted recently by 
other countries such as Portugal (J•,:w:olas-o.ficinas) and Italy (Borse di /avoro) is· 
to ofler an immediate alternative to early school leavers, normally with serious 
economic and social difficulties, while at the same time contributing to the 
maintenance of traditional skills and to a regionally balanced distribution of job 
opportunities. 
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Chart no. 7 

Young persons 20-24 by status - 1995 
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These different types of integration are reflected in very divergent performances as 
regards the ratio of unemployment to the youth population, which are particularly 
revealing for the 20-24 age group where difficulties in finding stable employment on 
completion of the education cycle are accentuated (see Chart 7 ) In the best performing 
countries in this respect (Luxembourg, Austria and Germany) rates vary between 4 and 
6% while the European average is 13. 7%. Above the European average, are France, 
Finland, Greece, Italy and Spain. 

The analysis allows for the following explanations of the differences observed across the 
Union: 

• the general situation or labour demand - unemployment will tend to be highest where 
demand is lowest, 

• the ollcr on the labour market from competing age groups - youth unemployment is 
more pronounced in countries with high activity rates for adult and elderly workers~ 

• the effectiveness of the training system - a significant vocational training element in the 
education system and completion of upper secondary level education have a positive 
influence on the integration of young people into the labour market. 

• the type of vocational training - a strong weight of training in working situation is an 
advantage especially for the early phase of integration into the labour market. 

• in addition, active policies can be useful for disadvantaged young with little or no 
qualifications, by giving them complementary training an~/or a subsidised first working 

.experience. Above all these policies can help to prevent the emergence of long-term 
youth unemployment. 
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-..... Mcu~y Memher Stale.\· are increasing 1he1r efforts to upgrade their education and 
traiiiiiiR .\ystem.\· and thus provide all young people with a minimum level of education 
and training The fact remains that 10% of young people leave school without any 
qual(ficalion and thai more than -15% of the young people do not complete upper 
secondaty level education. J)e.\pite a reduction in the number of young persons 
entering the labour market, due to demographic changes and due to the fact that they 
tend to slay longer In education, most of them meet with difficulties in their transition 
from school to employment. Complementary active programmes are necessary for the 
most disadvantaged, combining work experience and training. while avoiding early 
dependence on we(fare schemes. 

3.2.3. l)romoCing equal opportunities for n1en and women in employtnent 

Since the /~:..,·sen ( 'ounc:il, the promotion l?[ equal opportunities for women and men and 
the fight against women's unemployment are priorities of the Union. 

Over the last decades, the employment rate of women has steadily increased in the 
European Union. It remains however, at a le\"el of almost 50%, well below that of men, 
which is 70%. 

The unemployment rate of women remains hiszher than that of men in almost all Member 
States. The· unemployment rate of young .... ,vomen (younger than 25 years) varies · 
considerably from one country to another. It is very high in Spain ( 46% }, Greece ( 41 o/o }, 
Italy and Finland (both 39%). Other indicators (partidpation rate, wage gap, segregation 
indices) show that the objective of equal opportunities for men and women is far from 
achievt~d in the Et l. Wide disparities arc still fbund between Member States in the 
ddivery of sot:ial services such cis care fbr t:hildrt~n and the elderly. which could Htcilitah.' 
the entry of' women onto the labour market. 

In line with the Council recommendations, all Member States are developing actions in 
favour of equal opportunities and to reduce women's unemployment. However, they often 
appear to consist of (often several) isolated and dispersed actions, which aim to improve 
women's training or to desegregate the labour market. 

Mainstreaming equal opportunities for men and women in employment policy. 
While mainstreaming was totally lacking in the past, four countries now announce this 
approach in their employment strategy. (Belgium, Austria, Sweden and UK). It is 
recognised that specific unemployment measures will not be sufficient to bring about equal 
opportunities for women and men with regard to employment, and that general measures 
must be adopted to eliminate segregation of women in the labour market, to ensure that 
they receive equal pay and to upgrade women's work in general. As a general principle, 
all activities with impact on employment must have an equality perspective. 
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hulltl~llllort~. sonte counlrics have made efl(>rts to assess the impact of labour market 
policil~s fi"cuu an equal opportunities perspective (Belgium, Greece, France and Ireland). 
lu Swl~deu, thl~ joh creation initiatives include the modernisation of labour law, which has 
helm ~uided hy the ol~jl~l:tive of strengthening the position of women .. In Porlltgal the 
adoption of a new law on equality opportunities is expected to strengthen the regulatory 
lhunework f(>r eflcctive equality. 

Finally, in some cases, specific measures in favour of women take the form of legislative 
action, as in Belgium, where the regulations on job classification, night work and parental 
leave have been modified with the aim of improving women's position on the labour 
market. 

Specific measures in favour of working as well as unemployed women. Measures 
aimed at promoting training and life-long learning have a direct impact on equal 
opportunities for women and men in the economy. Only a few Member States retain 
women as a target group for training measures. In Luxembourg, several training 
programmes arc set up which focus on women (including women returners). In the 
context of the I :uropean Y car on life-long learning, a special project for (young) women 
was set up. In Ireland, '"back-to-work skills" are provided for women who have been out 
of the labour f(>rce f<>r a long period of time. The integration of women returners is also a 
priority in Austria, where more than 7000 women found a job through career guidance 
courses, skill training opportunities and employment projects. 

Chjldcare facilities are being expanded in a number of countries (Netherlands, UK). In this 
country, the New deal provisions for Lone Parents will provide offers of jobs or training, 
advice and help \vith childcare costs. 

In order to increase the proportion of women starting up their own business, special 
entrepreneur's loans and training grants have been introduced in Finland and Sweden. 
Other measures to· encourage women to start up their own business include courses for 
new entrepreneurs aimed solely at women. Women's entrepreneurial activity is supported 
by a specific law in Italy and an innovative project to support entrepreneurial initiatives by 
women has been launched in Portugal. 

=:>Member States' reports on their Multiannual Programmes show that the search for 
equal opportunities in employment between women and men is receiving increased 
attention. However, in most countries the equal opportunities goal is not yet fully 
integrated in national employment and labour market policies. Therefore, 
mainstreaming the gender approach has not been translated into action in most 
Member States. It is worth noting that none of the selected examples of best practices 
refer to equal opportunities. A continuation of the benchmarking exercise is calledfor 
in thi.\' re.\pect. 
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· 3.3. ADAPTING TO CHANGE 

3.3.1. t:ducation, training and life-long learning 

Successive /•;uropeau ( 'ounci/.\· have is.\·ued strong recomn1endations for increased 
inveslmenl in human resollr£:es and for embedding the concept l?{ lifelong learning, in 
order to promote the de•'elopment l?f competencies and access to training for all workers. 

Investment in human resources is a key factor in enabling Europe to keep pace with the 
new technologies, in particular in the field of information and communication, and to 
increase its competitiveness. Despite the expansion of lesser skilled jobs in services and 
sales, liur·ope is clearly on a high skill track and virtually all the net addition to 
employment in 1994-96 was accounted for by high skill jobs. 

However, although participation levels in education and training have risen in all Member 
States~ in 1996 for the EU as a whole, still more than half of the men aged 25 to 64 and 
just under half of the women had no educational attainment beyond basic schooling. The 
skill mismatch between supply and demand still appears to be an important reason for the 
difficulties encountered by young people and most of the unemployed in integrating the 
labour market. 

The training needs will increase over the next decade in response to the widening skills 
gap. While relatively fewer young workers, more acquainted with the new technologies, 
will enter the work force, there will be an increasing number of older experienced workers 
who will need to adapt their skills to the changing requirements of the labour market 
through a permanent process of life-long learning 

Policies concerning training and life-long learning in Member States reflect the varying 
labour market conditions they face and the stages at which they are in the reform of their 
educational and training systems. The reports provide information both on the core system 
arrangements and on the specific measures for youth, the unemployed, equal opportunities 
and other groups at risk. While the latter are covered in section 3.2., this section covers 
the progress reported on the core arrangements for training and education in Member 
States. The following common concerns have been noted: 

• improving the training provisions for young people and life-long learning~ 

• making more direct and improved links between education and training and becoming 
employed~ 

• system improvements to adapt to structural changes. 

Expanding apprenticeship and other forms of high quality traineeship (dual­
system). 

The predominance of the initiatives concerning apprenticeship and other forms of training 
based on work experience illustrates the increasing awareness in Member States about the 
positive effects of this system in facilitating transition from school to working life and 
further training (see Best Practice Example no. 7). 
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Best Practice Example no. 7-

The Dual-training system 

Training in the dual system provided both in the company ·and at 
vocational schools is a main feature of initial training in Austria. Germany and 
Luxembourg. The apprentices are trained, over a period of up to four years, in 
recognised occupations requiring formal training, which are defined in accordance 
with the requirements of the labour market, in close co-operation between official 
bodies and the social partners. On-the-job training is based on national curricula 
and given by master craftsmen. School training complements on-the-job training 
on a more theoretical basis, including acquisition of both general and job-related 
knowledge. In average, 2/3 of pupils leaving compulsory school in Germany and 
40% in Austria enrol in the Dual System. 

The legal basis for the apprenticeship relationship is a contract between the 
employer and the apprentice. Monetary compensation is set by collective 
agreement. The cost of on-the-job training is borne by the employers and school­
based training is financed by the public authorities. 

Close combination between specialised skills and training of a general 
nature has played an important faciJitating role in the integration of youth into 
working life. Although the companies are not obliged to keep on the trainees after 
they pass the final examination, 2 out of 3 successful graduates of the Dual System 
in the old Lander of the Federal Republic of Germany, stay initially in their training 
company. Among those who complete successfully their apprenticeship in 
Germany, and do not remain with their training ·company, a large share finds 
employment in another company, or pursue their studies:. 

The dual-training system has been also traditionally of great interest to 
enterprises, as it enables them to share the costs incurred in developing firm­
specific skills. 

The dual-training · system has been associated with low youth 
unemployment. In all the countries that have developed dual-training systems, the 
unemployed represent less than 6% of the total population in the age group 20-24, 
whereas the EU average stands at 14%. The success of the system in these 
countries depends however to a certain extent of specific cultural and institutional 
features, and in particular the business structure, that are not common to other 
Member States. 

Both in Austria and Germany the advantages and drawbacks of the system 
are being re-considered in the light of recent developments. There has been a 
decline in the number of apprenticeship places in the two countries, as large 
companies in manufacturing in particular started to reduce their offers. The costs 
of the system for enterprises as compared with the cheaper alternative of "free" 
public education, as well as the growing preference of students for higher 
educational tracks, have been key issues for debate. In Germany, the Lander, the 
central government, the public employment service and business have undertaken 
extensive efforts to ensure an adequate supply of training places. Since 1995, steps 
have been taken to allow a fast adjustment of the system to the changing needs of 
the labour market. The legal framework conditions were made more flexible and 
new modern rofessional qualifications were created. 
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In the UK since I <J<JS, I 00,000 young people have signed up tbr a Modern Apprenticeship 
and demand is growing fast. Finland has increased apprenticeship by 4,000 raising its 
apprenticeship level to 21,000 The Netherlands will increase their apprenticeship by 3 to 
5 thousand .. Sweden has initiated a new form of apprenticeship taking in 3,000 in 1997. 
Greece launched apprenticeship programmes under the auspices of OAED, and expanded 
the number of trainees to 13,400 in 1997, with high rates of insertion into employment. 

Some Member States have in addition implemented reforms aimed at improving the 
vocational training system, with the aim of increasing the levels of participation and 
attainment, and providing greater flexibility to students in shifting between levels and 
courses. The UK has launched the Target 2000 programme with the aim of ensuring that 
every 16-1 7. years old who is able to do so is actively engaged in the learning process. The 
maximum number possible are studying for basic educational qualifications and as many as 
possible are aiming fhr higher level qualifications. The increase in staying-on rates post 16 
is expected to ensure that young people get a better start to working life and increase 
their skills and employability. 

Improving links between training and re .. integration into working life 

Most Member States report about the growing number of partnerships with industry, 
enterpri.\·es and the social partners to combine training with job offers. Belgium is 
currently training 4500 in enterprises in schemes offering a job contract. Greece is about 
to run programmes in which groups of businesses can run vocational training for the 
unemployed on condition that they are employed by the firms after three-month training. 

In general etforts to develop the acquisition of skills through actual work experience tend 
to permeate the whole education and training system, including higher education. Some 
Member States seck to move away from an undiiferentiated treatment of the unemployed 
and towards a better adaptation to the individual's and companies' situation and needs. 
These ctlbrts are particularly well documented in the cases of Denmark, United Kingdom, 
Finland and Belgium. 

The pathway approach, combining many of these elements has been intensively supported 
by the ESF which contributes to the dissemination and transposition of good practice 
through Member States. 

Reforming accreditation of competence/qualification systems 

Several countries (UK, Ireland, Greece, Netherlands, Austria, Portugal and Spain) are in 
the process of generating new arrangements which address key or national certification 
issues while at the same time examining the need for new competencies, curricula 
development, individualisation of credits etc. In. addition, some Member States have 
implemented retbrms aiming at improving the internal coherence of the whole vocational 
system, providing new pathways between levels and courses. 
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Tht• 1~:uro1trnn V ,., ... of Lil't•-long l(•nrnin~ 

Tl~is initiative has contributed to raising political awareness of the key issues. Throughout 
l·:urope over SOOO projects were undertaken, 2SOO events were organised and· around 
.\SOO press artides published. Several countries have now taken steps in the direction of 
Lifelong Learning. Initiatives such as the "Learning Boutiques in Denmark, the "Adult 
learning week" in the UK, or the "Train or knowledge" in Finland, are examples of the 
etlbrts to find innovative ways to tackle the question of "learning" throughout life, and 
move away from a "training delivery approach". Specific structures and instruments 
addressing both. individuals and companies, with the required flexibility, are planned in 
Germany, the UK, the N·etherlands and France. 

Promoting life-long learning through leave schemes and job rotation 

In Denmark, but also increasingly in Finland, Belgium and to some extent in Sweden, 
innovative steps have been given towards the promotion of life-long learning in the 
context of leave schemes for education purposes and job rotation projects (see Best 
Practice Example no. 8). The)nterest of such schemes is that they provide an effective 
possibility f<u workers to upgrade their skills while oflering _an opportunity to unemployed 
people to get a replacement joh. In Denmark, the leave schemes fhr educational purposes 
have proven to be very popular with 72,700 persons taking leave in 1996, which is more 
than the number of persons taking child-minding or sabbatical leaves. While labour 
shortages have been registered in specific cases as a consequence of leave schemes, both 
employers and employees have positive evaluation of the education leave because of its 
effects in upgrading skills and en~bling job rotation: in 70% of the cases, a substitute has 
been hired and about 50% of the substitutes were unemployed. 

The issue of long-life learning is increasingly connected with the issue of redistribution of 
available employment under new working time models. 

l,romoting nccess to rontinuing training. 

The tirst European survey on continuing training (CVTS) showed that the rate of access 
to continuing training varies strongly according to the size of the enterprise : 13% of 
enterprises with I 0-49 employees provide continuing training compared to 43% of those 
with more than I 000 employees. This trend has not yet been reversed despite widespread 
efforts to provide support for SMEs in order to promote "tailor-made solutions" (such as 
"Prostart kunto" in Finland, the "Lernwerk" in Bavaria or the "Vrijmarkt" in 
Netherlands). 

Numerous actions have also been implemented in order to facilitate access to continuous 
training for SMEs. Portugal launched in 1996 a programme of training and technical 
assistance specifically geared to Micro and Small Enterprises (see Best Practice Example 
9 ) The support of ESF Objective 4 has been of key importance in this domain._ The mid­
term evaluation of the ESF gives strong evidence of positive results, especially for 
Germany and Spain. 

11861/2197 REV 2 ADD 1 me EN 
-38-



Best Practice Example no. 8 

Job rotation schemes 

The main feature of a job rotation project is to train and provide work 
experience to unemployed persons so that they can temporarily replace employees 
who arc given paid leave to participate in fi1rthcr training. Job rotation has been an 
important and successtltl instrument of active labour market policy in Dennutrk, 
establishing a link between measures to enable life-long training and activation 
measures, and meeting the needs of several labour market actors. 

• Job-rotation is enterprise;;.based. The skills of the employees are up-graded and at 
the same time the work is carried out in the enterprises while the employees .are 
away on training courses. This is an advantage for the enterprises because they get 
in contact with new potential employees. · 

• The skills and qualifications of the employees are up-graded and this gives them a 
better chance of improving their attachment to the ordinary labour market. 

• From a labour market policy view, job rotation is an instrument for continuous 
training of the labour force. · 

The number of participants in job rotation projects may vary from two to 
several hundred persons. The duration of the training programme also varies very 
much. Projects have been implemented in a flexible way, providing for ditlbrent 
sorts of financial support and subsidies. 

The number of previously employed persons participating in job rotation 
has been increasing fast, from 12,200 in 1994 to 21,000 in 1995, and 30,600 in 
1996. However, the number of previously unemployed persons participating in job 
rotation projects decreased in 1996 to 5,800 from 8,000 in 1995 and 5,600 in 
1994. 

The general trend is that a bigger number of employed than unemployed 
persons participate in job rotation projects. Although no comprehensive evaluation 
ofthe effects ofjob rotation is available, figures from 3 regions indicate that 67-75 
% of the substitutes obtain employment either in the job rotation enterprise or in 
other enterprises on completion of the job rotation project. 

The ESF is supporting the job rotation scheme in Denmark. In addition, a 
project under the ADAPT Community Initiative is in place to disseminate this 
good practice in other Member States. 
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IJcst t•ractict~ l~xamr>lc no. 9 

Promoting Continuous Training in Micro and Small Enterprises 

Portugal launched in 1996 a programme of Training and Technical Assistance targeted to 
enterprises with less than 50 workers, with the aim of strengthening their managerial 
know-how, enhancing the opportunities of access of workers to continuous training and 
improving the links between job creation and training measures. · 

The need for such programme arose from the very weak participation of small and micro 
enterprises in programmes of continuous training during the first CSF (1989-93 }, 
reflecting poor motivation and insufficient perception of the benefits of actions to upgrade 
the skills of the workforce. Enterprises with less than 50 workers represent 96% of the 
total number of enterprises and 45% of total employment in Portugal. 

The Programme, that is supported by the ESF, involves the creation of a network of 
consultants/instructors in training centres, industry associations and unions, who pro\ ide 
technical assistance to managers in· small and micro enterprises during one year. On the 
basis of a strategic diagnosis, a joint action plan is established, which will include training 
actions. Although the prime objective of the programme is to improve management and to 
put continuous training in the centre of the main concerns of enterprises, it may also have 
a direct employment content, to the extent that the beneficiary enterprises may hire you~g 
graduates under favourable conditions to undertake some of the actions outlined in the 
plan. 

During the first year of implementation of the programme, 478 enterprises were covered, 
representing more than 9,000 workers, half of which in priority intervention sectors. 262 
consultants belonging to 80 training centres and industry associations are involved in the 
operations, and 320 young graduates have been already hired to undertake specific 
follow-up actions. A preliminary evaluation study concluded that demand has responded 
positively, and that expectations are growing as the programme develops. 
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Rdlccting increasing concern with the need to increase flexibility to adapt to rapidly 
changing ·rcquircnwnts, some Member States· have f(>cused ciH>rts to new skills related to 
inl<>rmatiou and comamauication technologies. An example is Sweden. where f(lr some 
years a successful training programme has been in place to provide specific tf(:lining in 
inf(>nnation tcdmology-rclatcd skills in Computer Centres (Datortck). Originally designed 
as a measure f(n young people, the centres arc now open Hn unemployed people of all 
ages, and arc available in every municipality all over the country. The programme, which 
lasts for 3 months, is attended by 40-50,000 people every year, which is equivalent to a 
little more than 1 o/o of the labour force. 

::::::::> The national reports show that Member Stales are making widespread efforts to 
modernise education and training .\ystem.\' and the links he/ween these .\ystems and 
the workplace. the reforms in the core .\ystem appear to reflect dissemination t?f 
xood practice across the l Inion, as well as the proKressive inc:orporalion in 
national poli<y t~{ element.\· identUiecl elscwlu:re as .\'IICn's.\·.factors. N('W initiatives 
have heen d<Tcloped which liiiKIII" well for the improvement t?f emplt~yahili~l' 
particularly among the young Apprenticeship schemes are being reviewed and 
expanded in a number c?f countries. However, weaknesses persist as regards the 
quality C?f training and the number of places made available to the unemployed 
Also, long-l~fe training should be integrated more consistently in national policies, 
and he reflected in the arrangements concerning work organisation and working 
lime, as well as social insurance. The involvement of social partners in the search 
for solutions h; key for the expansion of life-long learning. 

3.3.2. Work or~nnisation nnd working time 

J'he /<J<)fl l>uhlin Furopean Council endorsed the recommendation that the soda/ 
partners should he encouraged to twgoliale agreements on flexible working 
arrangements and that all fiscal and social obstacles to a more flexible organisation of 
work and working time should be progressively removed 

At EU level, flexible working arrangements rather than reduced hours have been the main 
focus of action. Between 1983 and 1995, average weekly working time deClined by a little 
more than 1 1h hours in the EUR12 (see Chart 8), but this decline can largely be attributed 
to a structural shift from agri(;ulture and industry to services (sectoral change), and to an 
increasing trend in part-time working (compositional change). The role played by other 
factors (the most important of which is collectively agreed reductions in working time) 
varies strongly between Member States. While it has been relatively minor in net terms for 
the whole Union, it has played a major role in Denmark, Greece, Belgium, Luxembourg 
and Germany 
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Chctrt no. 8 - Chcul~JCS in average hours worked and effect of sectoral and 
cornpositional changes in employment - 1983-95 
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There are different approaches to the improvement of work organisation and working 
time within the EU. Several Member States are simultaneously encouraging social 
dialogue and pursuing revisions in the statutory legal framework with the aim to reform, 
adapt to, and accommodate new ways of working. There is also in several Member States 
a renewed commitment to, or examination oC policies t<x reducing working time. The 
stated policy aims f(>r a reduction in working time arc twot<Jid : to enhance job creation 
through redistribution and to allow f(>r more wclntre/bcttcr quality of life Hlr the 
workl(>rce. < >ther countries believe, however, that a collectively agreed reduction of 
working time will reduce flexibility and the production level and will not raise employment 
in the longer run. Furthermore it could widen the income distribution and result in a 
deterioration of government finances. 

New flexible working time arrangements. Working Time Acts in Germany ( 1994), 
Netherlands ( 1995), Finland ( 1996) and Austria (1997) have enabled the social partners to 
implement new flexible working time arrangements through collective agreements often at 
enterprise level and linked to major plans of reorganisation of work allowing for greater 
competitiveness. 

In Germany, the new framework conditions have encouraged the social partners to make 
use of the possibility to introduce annual working time models. Longer term agreements 
have also been concluded which provide for a flexible distribution of the working time 
within a reference period under certain assumptions. In this connection, particular 
altention should be given to the agreements reached in the metal-processing and chemical 
set: tors, which t:ont rihuted not only to maii1tain hut also to increase the number or johs 
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Changes in lnhour •·egulntion. In some countries, legal initiatives have been adopted 
recently to introduce more flexibility in labour contracts and increase security in 
employment for workers unprotected by collective agreements or existing legislation. The 
legislation has been revised in a few countries so as not to discriminate on the basis of 
working time and to give part-time workers parity with flail-time employees ( see Best 
Pral·t it:t, t~xample no I 0) 

In Spain. tlu.· social pilllnets have agrt~l'd in promoting more IWIIllatH.mt contracts, hy 
spt~r.i(ying t lu.~ economic t easons f()r lhir dismissals and adopting a new type of open­
ended contract (at a lower cost) l(>r the unemployed and workers under a tixed-tenn · 
contract New types of contracts have also been agreed tor other groups experiencing 
particular ditliculties on the labour market (long-term unemployed, persons aged less than 
30 years and over 45 years). The integration of such "employment stability agreement" in 
the legislation has allowed the government to adopt incentive measures for the new 
contracts, including the reduction of non-wage labour costs, especially for small 
enterprises. Between May 1997, when these measures were implemented, and October, 
270,000 jobs have been created, of which more than 160,000 for young people. 

< :ollcctive reduction of working time. France is engaged in a policy· to promote the 
adjustment and negotiated reduction of working time in the interests of boosting 
employment. All the social partners were brought together on I 0 October 1997 in a 
National Conference on Employment, Pay and Working Time. At the conclusion of the 
conference, the government announced that the statutory working week will be reduced 
to ~ S hours in 1 h<..~ year 2000, (in 2002 H>r smaller enterprises). From 1998 onwards, an 
incentivl~ aid will ht~ introduced to encourage enterprises to negotiate immediate working 
tintt~ reductions. The incentive will consist of a lump-sum cut in social security 
cont rihutions, to be progressively decreased over 5 years, in the event of a I Oo/o reduction 
of working time accompanied by a net increase in jobs of at least 6% . 

Belgium has extended and enlarged the Employment Agreement Scheme for the 
1997/1998 period (see Best Practice Example no. 11). The public sector has also been 
encouraged to adopt half-time pension or the four-day week on voluntary basis with 
provisions for partial compensation in both cases. 

Reductions in working time are also being considered in Italy and are being implemented 
in Portugal following a tripartite agreement. 

-- --·-----·---·-·-·-·-·--·----------------------

:::::> A-Jemher ,\'t~ttes are m!justing labour market regulations and practices to the new 
wc~l'S f~l production and cha11gi11g i11dividual pre.ferellce.\· as to the distrihutio11 l?f 
time hetwee11 ll'ork, lei.,·ure and educatio11. It remains the case, however, that social 
security .\ystems and taxatio11 policies are 11ot yet fully geared to flexible forms l? 
\·t'ork, though progress has been made. Work redistribution is currently 
(re)appearing as an issue on Member States' political agenda, but it is perceived 
and addressed differently throughout the EU. Some Member States associate it 
closely with a reduction of working hours in the full-time working week, while 
others tend to associate it more with working-l~fe time policies. The involvement of 
social partners at a// levels (local, sectoral, national and European) has a decisive 
role to play. 
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Jlest practice example no.-10 

l~'l(~xibility :tnd security in employment 

A l~air balance between flexibility and security has been actively pursued in the 
Nt•therlands through a progressive adaptation of the regulatory framework in the fields of 
employment protection and working time. The goal is to expand the opportunities for job 
creation while preserving a reasonable level of social protection. 

While maintaining the system of previous permission for dismissals embodied in the 1994 
legislation on open-ended contracts (Buitengewoon Besluit Arbeid~verhoudingen) , the 
government has introduced reforms in the regulation of fixed-term contracts in order to 
clarifY the rights of temporary workers and extend the number of successive contracts 
(now up to three years). Scope tor more flexibility is also offered by current proposals to 
reduce the period of notice on termination of contract and doing away with compulsory 
authorisation for posted employment 

The new Working Time Act, which came into effect in stages from 1 January 1996 shifted 
the responsibility of working time arrangements to the social partners and offered more 
scope for agreement-based working time arrangements. ln addition to setting out standard 
sets of rules f(>r employers and employees' representatives, the new law makes provision 
fbr consultation arrangements within a broader context. As a result, employees are given 
the opportunity to gear their working hours more closely to their individual needs, e.g. by 
reconciling paid work with other activities and responsibilities.:. 

The increase in part-time working has contributed positively to the relatively fast growth 
of employment in the Netherlands. In order to give more rights to these workers, who 
now represent more than one third of the total labour force, the government has recently 
adopted a law (which came into force on 1 November 1996) banning discrimination based 
on the length of working time, and regulating the legal situation of part-time workers. 

More flexible schemes of working time throughout the entire working life are also being 
considered. In addition to the strengthening of existing leave arrangements (parental leave 
and leave to cope with emergencies) the government is considering other forms of leave 
(ftlr special adoption, e.g.) and how to give financial support for career breaks tbr 
employees for health care and educational purposes. 
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nest 1>•·actice example no. 11 - Promoting greater flexibility 

and reduction of working time 

At the level of the enterprise or of a entire branch, tlexibilisation through 
annualised distribution, part~time work, leave schemes, etc., eventually linked with 
a reducti,)n in working time, can provide an efficient joint solution to problems of 
adjusting capacity to demand, meeting individual preferences tor specific working 
schedules and increasing total productivity by extending the economic life of 
capital. In addition, such agreements may cilectively contribute to maintaining jobs 
that would otherwise be economically unfeasible or to creating new jobs for the 
unemployed. 

In many Member States, the authorities have reformed the legal framework 
in order to offer a larger range of possibilities and eliminate unnecessary rigidities. 
In Belgium and France, the authorities went a step further by encouraging sectors 
and enterprises to conclude agreements producing a net growth in jobs along with 
work sharing and/or the reduction of working hours. 

In Belgium, the Employment Agreements were proposed by the social 
partners under the 1995-96 cross-sectoral agreement and have been extended and 
enhanced for the period 1997-98. The social contributions payable by the 
employer are reduced by around 3, 750 Ecus a year for each additional worker that 
an employer takes on for the period in which the agreement is valid. Applications 
were made in respect of 120,000 workers during the 4th quarter of 1996, which 
reveals an increasing trend in coverage. 

llcm.:ci(H'th t.hc agreements must l:omprisc a minimum of two measures 
n·om a list including: career breaks, part-time work, collective reduction or 
working hours, tlcxible working hours, half-time pensions, and additional training 
during working hours. Under these agreements, enterprises can also opt for a 
subsidy for creating additional jobs reducing employers' contributions by 20 % of 
average pay in the enterprise. Following the 1997-98 sectoral negotiations, 85 
employment agreements were concluded at sectoral level, covering 70 % of 
workers in the private sector. 

In France, the law on reduction of working time of 11 June 1996 provides 
for a reduction in social insurance contributions· of 40% in the first year and 30 % 
in the subsequent 6 years, for firms that introduce collectively agreed working time 
reductions. These should have the effect of reducing working time by at least I 0%, 
provided that it is associated with recruitment corresponding to at least 1 0% of the 
annual average workforce level in the company concerned. The extent of the 
reduction in contributions increases to 50o/o and 40o/o in the case of 15% reduction 
of working time and 15o/o recruitment. 

A similar measure offering a reduction in social insurance contributions 
applies to firms reaching an agreement under which, by means of a I Oo/o reduction 
in working time, mass redundancies are avoided. 
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Hest ,,,·n~tice exnn1ple no. II (c,;nt.) 

Tht~ first evalual ion rt·sult s of t ht~ 199() Law are very t:nt~ouruging, 

conlinning the very positive response it has got fi·om the social partners in Fnmec. 
Until July I 997, 920 agreements had been signed in a one-year period., of which 
2/3 for the creation of new jobs and 1/3 t()r job maintenance. 90,000 employees 
arc currently concerned by the agreements in place. 

Concerns about the too high financial cost of this measure are not 
confirmed by the latest evaluation results. In comparison with more traditional job 
creating measures, this measure entails a substantially lower net cost per 
unemployed. 

. Probably more evaluation will be needed in order to assess fully the impact 
of this law. However, it is already clear that it has the merit of encouraging firms 
to rethink with employees the organisation of work and working time. ln this 
respect, it leads to a more active response than for instance traditional cost cutting 
measures. 

This measure will be replaced in 1998 by a new mechanism in the context 
of the recent decisions taken by the government on working time (see main text). 

-------- ------------------------------.-J 

3.3.3. The Role of Social Partners at European level 

The three cross-industry umbrella organisations adopted in November 1996 in Dublin a 
"declaration on employment.,. In their joint contribution the social partners stressed the 
need for an integrated approach to employment, encouraging improvements in the 
macroeconomic environment, exploiting the potential of the internal market to the full and 
implementing structural reforms in the labour market. They paid particular attention to 
lifelong learning. Thi.s, however, has yet to lead to practical follow-ups in terms of dear 
commitments and concrete actions. 

In June I 997, the Social Partners signed a Framework agreement on part-time work. The 
scope of this agreement is significant, as part-time work has become one of the main 
lcatures of the labour market and as it has a great potential with respect to job creation. 

The sectoral social dialogue made progress in several areas. For example, the agricultural 
sector reached an agreement aimed at reducing working time, enhancing training and 
developing new poles of activity. This is the first agreement at European level on working 
conditions (reduction of working time, organisation of work and flexibility) with the aim 
to improve the possibilities of employment. In the cleaning industry the European 
deliberations on new sources of employment proll)pted the industry's social partners to 
adopt a memorandum on new services to private individuals and on agreements covering 
the workers engaged in the new activities thus created. 
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The integration of the Agreement on Social Policy in the Amsterdam Treaty confirms that 
the social partners have a major role to play in the strengthening of the Community social 
policy, and the European Council acknowledged the importance of the contribution of the 
social partners to the process of European construction. 

~\.4. STI~I(NC;Tili(NIN<; Tin: LO<'AL UIMI(NSION 

3.4.1. Job t"rention initiatives nnd local involvement 

nu· /<,:, .. ,.('// ( 'ouncil advocated the promotion l?( initiatives, particularly at regional and 
locall~vels, that create johs which take account of new requirements e.g. in the spheres 
l?( environment and household and social services. It was agreed that this required both 
an improvement l?f the legal, tax and .financial environment affecting such jobs, and a 
mobilisation l?f all actor.\· at the relevant/eve/. 

Enhancing the role of the local actors in job creation. In line with the Council 
recommendations, job creation initiatives in many Member States are becoming 
increasingly locally based. x In some Member States local initiatives have been supported 
through the establishment of new and decentralised bodies at localleve] to implement new 
policies and measures for job creation. It is the Southern European countries (Italy, 
(ireece, Portugal and Spain) who stress more the importance of such initiatives within 
I heir general employment strategies. 

hnployment initiatives at local level oflcr new opportunities for employment and enable 
emerging needs to be met by creating new occupations. In addition to their direct labour 
market function, such initiatives often provide social and economic benefits and services 
to the local community. They mobilise local partnerships and can contribute to local 
processes of economic, social and environmental renewal and development of rural and 
urban areas. 

The Commission is examining the employment potential of the social economy (not-for-
. profit sector). The development of pilot projects, the dissemination of information and 
the promotion of networks in this sector is underway, with funding provided in the 1997 
budget by the European Parliament. In response to the Dublin European Council's 
request, a report on the potential of local development fbr stimulating employment growth 
is being prepared. The report will concentrate on best practice and experiences, and pay 
particular attention to the way co-operation between public authorities, private 
enterprises, social partners and local groups has led to initiatives matching the needs of the 
unemployed. 

8 A working paper of the Commission services gives fuller information about local employment 
initiatives. Cf. "Premier rapport sur les initiatives locales de developpement et d'emploi" SEC(96) 
2061. du 7 novembre 1996. 
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Tt·r..-iaol"i~ll fUtt"ts. /\t the initiative of the Commission some 90 projects due to become 
'l'erritorial l~mployment Pacts have been drawn up in partnership, at regional.or local 
level, hy representatives of public authorities, employers and employees, citizens' 
associations, representatives of training and educational institutions and various other 
bodies. They will cover more than I Oo/o of the EU population in areas registering an 
unemployment rate above national average, and the Community will co-finance them, by 
using the available resources of the Structural Funds and especially their margins of 
flexibility. There are three criteria for such pacts:9 

• a "bottom-up" approach, whereby initiatives should come from local level~ 

• the involvement of a broad public-private partnership made of all relevant actors with a 
significant influence on employment in the area, thus going beyond the normal 
partnership within the framework of the Community structural funds by actively 
including the private sector, the social partners and the relevant NGO's~ 

\ 

• a plan of action based on an analysis of the local situation, to be used to develop an 
integrated strategy and innovative job-creation measures. 

Promoting the "intermediate" labour markets. The national reports indicate that there 
has been a further expansion of initiatives for the most hard-to-place, by unlocking the 
potential of the social economy. This involves the creation of work in .socially-useful 
activities, which do not generally compete with private businesses. Although these jobs 
are often temporary in nature, evaluation from earlier initiatives shows that they can have 
a more positive effect than traditional, mass government schemes (see Best practice 
Example no. 12). 

Such initiatives have been lminched in Ireland (( 'omnmnily Fmploymenl), Portugal (Social 
/·,'mph~l'lll£'11/ A1arkel I"'OKJ'llmme involving about 40,000 workers), Germany (especially in 
I ~astern Germany, where they account for Jo/o of employment), and Austria 
(( ;emeinniilziKe /•,iiiKiiederuiiR.\'heihi(fe - ( ;.J•:.JJ. in the social care sector). Partly on the 
basis of its earlier experience in the Glasgow area, the UK government will designate 
certain areas or high incidence of social exclusion as Employment Zones where local 
partnc..~rships will he established to provide employment in the intermediate labour market 
or help those becoming self-employed with speciiic training. 

9 cfCommission Communication on the Interim Progress report on the lmplemcntation of Territorial 
Pacts for Employment CSE (97) J of 10.06.1997 
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Improving the effectiveness of start-up grants. Most Member States provide financial 
incentives and assistance in order to help those wishing to start up a new business to do 
so Tlwse arc.~ long standing schemes, whose success rates tc.~nd to he low when the.· nc.~w 

('lllwprerwurs are unemployed with low skills, and high when the henelkiaric.~s arc skilled, 
hut in this case tlw dead-weight cost is likely to be important. Some countries have.~ 

developed innovative.~ approaches combining financial aid with specifk training and 
lc.~chnical assistance oHcn addressed to the unemployed in regions suflcring fi·om structural 
dillicultics (sec Best l)racticc Example no. 13). In this connection, Germany has improved 
the conditions for financial support to the unemployed who set up their own business by 
activating the unemployment benefit, and extended to them the right to a wage subsidy 
when hiring an unemployed person. 

Promoting new jobs in household and social services. Some Member States seek to 
develop the employment potential of new service sectors in the economy, to match 
unfulfilled demand, through targeted labour cost reduction, administrative simplification 
and structuring of the supply of services. In France, fiscal incentives to household-related 
jobs were introduced in 1992 representing 50% of total labour costs, the quality of supply 
of childcare and house care services was improved, and a service voucher system was 
created, as a result of which the number of declared employers increased by 500,000 in 5 
years. In Belgium, a service voucher system has also been implemented, and_ the "Maribel 
Social" programme provides fbr a flat rate reduction of employers' contribution in the 
field of health a~d social welHtre, on the condition that new jobs are created (4,500 
f.()rccast fbr 1997). For 1998, the Netherlands will introduce a new regulation on w·age 
subsidies in order to stimulate home services, inspired in the current experience in the 
cleaning sector. Finally, Portugal has launched a programme to support micro enterprises 
in environment, culture and crafts, which generated 5,000 jobs in 1996. 

National report.-..· indicate plenty of examples ofjob crealion initiatives, mainly at 
the local level, with ve1:)J d{fferenl !{Oaf.-..· and under d{fferenl inslilulional selliiiK-'"· 
ll1is 1s the art' a whert' most experimental ion seems to he underlaken. I I is prohah~l' 
too ,·arft' to draw c·mwlusions ahoutthe c~{/(•('f l!lsuch iniliath•e.,·. In some case.,·. if 
llf'f't'llrs that !he ol~jecln·cs l!l tle••eloplnK new sen•ic'es and l!f rc-inleKratiu~ the 
hard-lo-p/ace 111/emplt~vecl have been mixed up. This may have reduced the 
ejj"ecfil•eness of such measures, and reduced their credibility for potential 
en1ployers and qualified workers, whereas the unemployed may not find permanent 
jobs in such services to the extent required Job creation initiatives in new service 
areas will have to be seen in a broader perspective integrating changes in working 
time, lvorking life and consumption patterns. 

These new sources of employment need to be exploited much more decisively, 
particularly as regards services to people and to local communities, and the not­
for-profit sector. Local employment initiatives and territorial pacts bringing 
together all involved at local, regional and national levels, in a broad partnership 
approach have proved particularly effective. The lessons drawn from these 
succe.\·.~ji1l experienc.:es need to he promoted as part l?{a ·wider local development 

___ tjlj_''.~Y---~~~·oi~K~~!..~'!_}';IIropc_:__ ________ ._ -·-
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lh~st l,r·actice l~xama>le no. 12- ~'Intermediate labour markets" 

Several programmes providing- temporary work experience to the long 
term unemployed and other disadvantaged groups have been in place for years in 
many Member States, with mixed results. Much of the evaluation suggests that the 
programmes have high costs per capita, lead . to displacement of other activities 
and have little or no effect on the participants' long-term employment prospects in 
the real labour market. In addition, attendance of such programmes becomes a 
stigma for participants in the eyes of future employers. 

More recently, small-scale "intermediate . labour market" schemes 
combining work experience and training in socially useful activities have shown 
more positive results. Often such programmes arc implemented in sectors 
responding to unfullillcd demand. According to evaluation, the initiatives of this 
type which improve panidpants' job chances the most appear to be: those oflering 
an environment as close as possible to "normal jobs"; those which include job­
relevant training~ and. those which are locally organised around activities filling 
existing demand in the local commu_nity (e.g. household, environment, culture and 
social care). 

Ireland launched Community Employment, a scheme providing part -time 
work in the social economy and personal and slcill development for the long-term 
unemployed and other disadvantaged groups. The workforce engaged in the 
scheme gains invaluable work experience while providing community and 
enterprise support facilities, environmental improvements and important 
community-based services. 

The scheme has enjoyed remarkable success, as shown by the growth in 
the number of participants from 15,000 to the present 40,000 annually, which is 
attributed to the attractive conditions of the programme: Participants arc normally 
paid at a level equal to or greater than unemployment benefit and also retain 
secondary h<.mcfits. It is estimated that J(J 'Yo of participants have subsequently 
moved to full-time employment and a further 30°/o into education/training 
programmes. These are very significant results, far above the results of comparable 
measures elsewhere and in Ireland. This success can be partly attributed to the 
current upswing in the Irish labour market, but also reflects improvements in the 
range and quality of activities covered. 

The scheme was modified in April 1996 to provide two distinct options 
which target better the needs of the long-term unemployed, in particular. The 
"Part-Time Integration Option" will be aimed at those unemployed over 12 
months with reasonable prospects of finding employment and wiH last for one 
year. The "Part-Time Job Option" will offer the possibility of up to 3 years 
participation fbr those over 35 years old and registered unemployed fbr at least 3 
years. 

The ESF has been supporting· the training clement of the Community 
Employment Scheme fhnn the beginning and it is planned to re-focus ESF on the 
older long-term unemployed following the mid-term review. 
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Best l)ractice t~xample no. 13 

Measures to promote enterprise creation by young entrepreneurs and the 
self-employment of unemployed persons 

Start .. up grants have enjoyed wide popularity in Europe, despite the 
evidence that the "mortalitY rate" of such businesses can be high, especially when 
they are addreSsed to the unemployed, and that 'only the best qualified candidates 
can take effective advantage of such schemes. A solution to improving their 
effectiveness can be found in the provision of specific training in combination with 
finance and an appropriate assessment of the feasibility of each business project. 

Sin.ct.~ I 9H(>, Hnly has been running quite successfully a Proxramme t!f 
Supporl to Youlh J·:nlrepreneuriul Ac.:tivily, with the aim of encouraging young 
entrepreneurs Lo start up a business (Law no. 44/86). The conditions fbr 
entitlement of benefits were recently revised. People under 36 years of age are 
eligible . fbr the financial aid, which can amount to 90% of costs (in the 
Mezzogiorno) or 60o/o (in northern and central regions ), in addition to other 
supporting services (technical assistance, training, market orientation. Financial aid 
for investments may be in the form of non-refundable grants or loans at favourable 
interest rates. The management .of the system is ensured by the IG SPA (Societa 
per I 'intprenditorialita da giovanile ), a public development company. 

In 1996 a new initiative called Prestito d'onore (Loan Based on Honour) 
was launched, with the aim of supporting unemployed persons who wish to enter 
self-employment in the crafts or manufacturing sector and demonstrate the ability 
to translate an idea into a profitable activity. Under this scheme, small-scale self­
employment initiatives in the Mezzogiorno are funded partly by non·refundable 
grants and partly by loans on H\Vourablc terms. The projects arc selected and their 
feasibility checked al the end of a self-employment training course organised by IG 
SPA. The ESF Objective I programme supports the training part of this activity. 

An ''activation" clement is incJuded in the scheme, to the extent that 
workers who have been made redundant may claim early payment of 
compensation when they propose to enter self-employment . 

ITL 30 Billion for 1995 and ITL 50 Billion for 1996 have been earmarked 
for the implementation of this measure. However, more than 35,000 applications 
have been submitted so far, which led the Government to increase the financing of 
the programme. 
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3.4.2. hu·n•as~d r·ole and derentr·nlisation of employrnent services 

Necommeuda!Jo/ls l!f"lhc Furopea11 ( 'ouncils hal'c' a/.wJ stn•.,·sed the 11ccdto n~/tJ/'111 public 
cmp!t~vment scrl'iccs a11d ('/1/umce their role in ,1oh hrokera}{c', ii~/(Jrming job sec!ker.,· and 
('11/fJit~vers and assJsll11g the acfh•c .\·c·archjin· work 

Ut•('(•nCnalisin~ d(•livl·ry of :tdiv(~ llolkit~s. Decentralisation is designed to ensure 
improved accessibility and tailoring of measures and provisions to local labour market 
needs. It normally entails the devolution of responsibility for policy implementation and 
formulation to the local services. In addition it has often been accompanied by a closer 
involvement of the social partners and of local community groups in the search for 
concrete solutions at the local level. Decentralisation is expected to give a major boost to 
improving the effectiveness of public employment services in finding jobs for the most 
hard-to-place and to serve the needs of both employers and job seekers. 

The European Social Fund (ESF) priorities clearly support and favour decentralisation at 
regional and local levels, and the ESF programmes arc therefore acting as a significant 
stimulant to this tendency. 

In many Member States, the Public Employment Service (PES) is being reorganised in a 
more deccntraliscd way and local employment ofliccs receive much more scope f(lr 
gcm·ing their resources to the requirements of the local labour market While 
decentralisation is well established in Sweden, Finland, Denmark and the Netherlands, it 
has been promoted more recently by initiatives in Germany, Austria, Ireland and Belgium. 
In France de-concentration is currently being piloted in six regions. 

In Germany, the revised Labour Promotion Act, which came into force on 1st April 1997, 
enlarges the fields of action and decision-making, as well as the autonomy of local 
employment offices. These are free to choose amongst existing instruments of active 
labour market policy those which are most suited to local labour market requirements. In 
addition, the local offices have now the possibility of using up to 1 0% of their resources 
for active labour market policy to develop innovative measures which go beyond existing 
measures and which they deem necessary for promising insertion actions. In order to 
reveal the cflicicncy and eflcct ivencss of I heir actions, the oflices have to report annually 
on and account f(>r their active labour market policies. This is also seen as an instrument 
for increasing competition bet ween the various offices. 

In the UK, since I<J<JI delivery of most active policies has been decentraliscd to local 
li'ti/J/111)!. allll J•;utcrpris<' ( 'ouucils (I ,ocal I ~nterprise ( 'ompanies in Scotland). These 
bodies which arc run hy local partnerships (led by the private sector), act under contract 
to the central government to deliver training and other labour market measures according · 
to performance targets laid down by the government. The evaluation results have been 
globally positive, and stressed the TEC' s worth in providing tailored solutions to local 
labour market problems. 

Apart from TECs, there is no evaluation of the degree to which employment services' 
efficiency can be explicitly attributed to different degrees of decentralisation. While the 
devolution of responsibility for measures to local interests clearly brings advantages, there 
is also a need for co-ordination in order to avoid overlapping and duplication. 
Furthermore, within such a "hands off' approach, it is desirable that the stated policy 
objectives are pursued, especially in relation to the targeting of the most hard-to-place 
unemployed. 
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Promoting Customer-Orientation. Together with decentralisation. PES reforms have 
increased the possibility of individualised service to the unemployed. Measures are 
selected in accordance with the duration of unemployment. motivations and chat~acteristics 
of the unemplnyl'd, in the ll"cunework of individual t~ontracts drawn up hctwt'l'll tlw 
unemployed and the employment service - individual case management (sec Best Practin.~ 
examples I and I •1) · 

The national reports also stress the importance of inter-linking the services in charge of 
employment, social welfare and the local authorities, in order to achieve a more efficient 
use of resources. In some cases these reforms have led to the establishment of just one 
reception' office (Kuichet unique), for dealing with re-integration and social protection of 
the unemployed. In other cases, several local public agencies work together with social 
partners and charities in order to find insertion alternatives for welfare recipients 
(Portugal, implementation of the Minimum Guaranteed Income). 

New Role for Private Employment Services. In many countries, there has been a move 
towards ending the monopoly of public services~ in others (Italy, Greece), a similar move 
is being considered. Although the development of private services following de-regulation 
has been quite uneven, with a relatively small market share so far for the private services, 
the present more competitive environment paves the way for new partnerships between 
private and public services. 

=> Many co11ntries are strengtheninK the capacity and ·role l?f the PI~S'. This key 
development enable:-,· the Pl~·.s to improve its market penetration, and to perform ils 
multiple role in matching the supply with the demand of jobs, providing 
il?formation on the lahour market, and supporting the re-integration of the most 
hard to place unemployed . Full exploitation of the possibilities of new 
il?formation and communication technologies should enhance the capacity of PES 
to ensure the.\·e tasks. 
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Best Practice Example no. 14- Public employment services 

l·.arly idcnt.ifit:ation and early action to prevent long-term unemployment require 
well-rcsourced and well-run employment services, and a fully developed range of 
active measures. Sweden runs a well-equipped employment service, which plays a 
fundamental role in underpinning active labour market policy. With 390 
employment ollices and 1, 700 statr per million workers, Sweden has one of the 
highest coverage in I £urope. Almost 90 °/o of the unemployed are registered with 
the employment services. Individual case-management and early identification of 
the most diilicult to place among the unemployed are actively promoted. Most 
unemployed having reached 6 months of unemployment are offered participation 
in an active measure ( 4 months for the young unemployed). 

The 1996 Employment Bill gave a stronger role to municipalities in the use of 
labour market funds. Already before the decentralisation reforms, the individual 
employment offices already had a rather wide scope of decision in the choice of 
programmes for each beneficiary. 

Two-thirds of the labour market policy budget goes to active measures. Around 
5% of the labour force is involved is some kind of active programmes. A monthly 
average of between 40,000 and 50,000 unemployed participate in training, 
whereas the monthly average of those in work experience schemes (ALU) was 
42,000 and 53,000 in 1995 and 1996 respectively. 

Active labour market policies of this magnitude have certainly played a decisive 
role in maintaining relatively low rates of long-term unemployment in Sweden 
despite the deterioration in the employment situation since the early nineties. The 
long-term unemployed represent less than 2 % of the labour force in Sweden 
against a El.J average of 5.2 o/o. However, evaluation results have pointed out to 
the "vicious circle" bet ween either recurrent unemployment or transitions back and 
forth between open unemployment and labour market programme participation. 
Low integration rates have been observed in such schemes, in the present difficult 
employment situation, thereby transforming active schemes for many participants 
simply in a way to renew benefit eligibility. Recent evaluation has furthermore 
indicated undesirable substitution effects in the work experience schemes and 
suggested the need to increase the target-orientation of programmes and to design 
individual action plans that are flexible enough to adjust to individual needs. 

This is in line with recent decisions to strengthen individual case-management 
Concrete individual plans of action should be drawn up between the employment 
ofllcc and the job-seeker, and participation in programmes should reflect individual 
characteri:)tics and motivations. 
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3.5. SlJI,I,OI{T FOR t~:MPLOYMENT PROMOTION IN MEMBER STATES 
PJ{OVIDED BY TilE STRUCTURAL FUNDS 

The Structural Funds, acting in support of economic and social cohesion. have an 
important rok~ to play in promoting sustainable growth and employmt~nt The~ contribute 
lo illlHJOVing tiH.~ pt~lftlrlllalln' of thl' JliOdurtiVll Sl~Ctor tluough tht• dt•\dopnlt.'l\1 of 
inliastructUrt\ tlw suppo1t. extended to productivt~ investment. rural dl~vclopmcnt at~tivitit~s 
and the adaptation of human resources. Programmes aim at increasing the employment 
content of growth, by taking employment into account and by exploiting local 
potentialities and new sources of employment. The interventions are also targeted at 
immaterial investment (research, services to enterprises, human capital) and technological 
innovation. 

In the context of structural change within labour markets and in order to enhance 
employability as needed, the Funds, particularly the European Social Fund~ underpin 
Member State efforts through: improving education and training systems \\ithin the less 
developed regions, as well as supporting lifelong learning across the EU as a whole~ 
matching labour supply to the changing demands of the economy; promoting social 
inclusion and equal opportunities for all~ acting as a catalyst for change \Vithin the 
Member States' human resource development policies and labour market systems. As well 
as these medium- and long-term structural eflcds, the Funds also have a :-.horl tenn 
impact through extra demand l(lr goods and services 

I >cspite the progress achieved in real convergt~llCl\ between the Member States, large 
disparities remain in terms of competitiveness, skill levels and unemployment. The 
( 'ommission attaches great importance to ensuring consistency between the c.ontinuing 
eflbrt of the Structural Funds and the European employment strategy. 

Analysis of the Multi-Annual Programmes shows the coherence between the priorities set 
out in the employment strategy and the operation of the Structural Funds_ and the 
European Social Fund in particular. The mid term evaluation and review of Objective 1, 
3, 4, Sb and 6 programmes as well as the new programming period for Objective 2 regions 
provide the opportunity, in accordance with existing Community legal pro\isions, to 
sharpen the focus of Structural Funds support on employment. 

Guidelines issued by the Commission to the Member States at the end of \1ay I 997 
provide a policy fhunework for programme adjustments. These guidelines emphasise a 
number of key priorities including: the need to shift fi·om passive to active labour market 
measures, with the preventive approach lying at the heart of the latter~' strengthening links 
between education systems and the labour market~ the potential for job creation through 
local development and employment initiatives~ maximising the spill-over effect on local 
employment from infrastructure work~ increasing the employment impact of state-aid co­
financing in terms of sustainable jobs creation~ the need to give high priority to start up 
SMEs ·and to improve their international competitiveness, especially in the sen ices sector. 
Actions in support of the principle of equal opportunities would seek to facilitate access to 
employment and business services as well as to improve social infrastructure and the terms 
and conditions of employment. 

The role of research, technological development and innovation as factors for 
competitiveness and jobs creation was highlighted. Guidelines have also been issued on 
how to achieve sustainable development and employment in Objective 2 regions. 
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In its commtmication Agenda 2000, the Commission has presented its proposals with the 
aim to define the political and financial perspectives for the period 2000-2006. ·Within a 
streamlined structure of Objectives, the Commission proposes to achieve greater 
concentration on regions and target g(oups experiencing greatest disadvantage. It is the 
Commission's view that Objective I regions will continue to deserve high priority as the 
Structural Funds' support plays a fundamental role not only with regard to economic and 
social cohesion, but also in creating employment and reducing high levels of 
unemployment. In order to facilitate economic diversification and dynamism in the 
Objective 2 regions, the Commission wishes to give particular priority to training and 
access to new technologies to unlock employment opportunities. The new Objective J will 
underpin Mcmbci· State eflorts to modernise their education, training and employment 
systems, with its main guidelines being defined within the fi·amework of the European 
l~mploymc11t strategy 
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Annl'X I : Tlu~ l(mJlloyment Indicators 

The t.~mployment situation in the Union improved sornewhut in 1995/96, aHer the 
deterioration registered in I 992/94 ( cf Macro-economic and employment indicators 
hereafter). The employment rate increased marginally to reach 60.4o/o in 1996 versus 
60.1% in 1994. It picked up for women (50.3% Vs 49.6°/o) while stabilising for men 
(70.5o/o Vs 70.6%). 

The improvement halted temporarily in 1996, in line with the deceleration of economic 
activity (GDP grew by 1.6% Vs 2.4% in 1995 and 2.9% in 1994). The employment rate 
increased by 0.1 °/o only and the unemployment rate rose by 0.2%, to I 0. 9%), after having 
fallen by 0.4o/o in 1995. However, the data available for 1997 are encouraging. The 
monthly rate of unemployment for July, at 10.6%, was 0.3% below its level of 12 months 
before. 

This improvement was largely due to the increase in the number of part-time jobs. The 
employment rate in full time equivalent hardly moved over the last two years (55.2o/o in 
1996 Vs 55.1°/o in 1994). The improvement recorded for women was limited (42.2o/o Vs 
41.8o/o) and the fall continued for men (68.4% Vs 68.8o/o). 

The growth in employment registered f(>r women (1.0°/o increase in 1995 and in 1996) 
was essentially due to their increased participation in the labour force and yielded 
therefore no significant reduction of unemployment. While the activity rate for women 
moved up from 56.8o/o in 1994 to 57.5% in 1996, their unemployment rate fell from 
12. 7o/o to 12.6% only. On the contrary for men, the activity rate continued to fall (from 
78.5o/o in 1994 to 78.0% in 1996) so that the rate of unemployment decreased (from 
10.0% in 1994 to 9.6o/o in 1996). 

The percentage of long term unemployed, i.e. those who had been without a job for 
more than one year, fell in 1996 to 48.3% of all unemployed, after the sharp rise recorded 
between 1992 (40.6%) and 1995 (49.2%). Only men benefited from this change. For 
them, the share of long term unemployment decreased by I. 7 percentage point to 46.6o/o 
in 1996 while it increased by 0. I percentage point to 50. I o/o for women. 

The unemployment rate n>r youth moved in line with the overall unemployment rate over 
the last two years. It tell from 22.2%) in 1994 to 21.6% in 1995 but rose to 21.8o/o in 
1996. llowcvcr, the unemrlloyment r·ate kept increasing for young won1en (from 
21.()o/o in I 994 to 21.1°/o in I 996) 

In 1996, the employment rate increased significantly in 8 Member States: Luxembourg 
(+ 1.3%), The Netherlands(+ 1.2%), Spain (+0.8o/o), Ireland (+0.8%), Denmark (+0.5%), 
Greece (+0.5%), Portugal (+0.5%) and the United Kingdom (+0.5%). This h~s much to 
do with output growth as GOP grew, in 1996, by more than 2% in all these countries. 

The employment rate grew only marginally in Italy (+0.2o/o). It did not change in Belgium 
and Finland. It decreased in France (-0.2o/o), Germany (-0.7%), Austria (-1.0%) and 
Sweden(-1.8%). These countries, except Finland, experienced GDP growth below 1.5°/o 
in 1996. In Finland, where GDP increased by 3.3% in 1996, the stagnation of the 
employment rate, despite a growth in employment of 1.4o/o, is essentially accounted H>r 
by a strong rise of the population ofworkingage (+ 1.4%). 
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ANNEX 2 

LIST OF EXAMPLES OF BEST PRACTICE SUGGESTED 
BY MEMBER STATES 

Network for the integration of hard-to-place young people F 

Decentralisation of delivery of active measures F ~ D+ IRL+I 

Promotion of new activities for youth employment F 

Promotion of jobs in household services F 

Ref(lnn and reduction of working time F 

Reform of the financing of social protection F 

Employment agreements on wage moderation and B 
redistribution of work 

Local Employment Agencies (ALE) B 

First Work Experience (PEP) B 

Guaranteed income Allowance for part-time workers B 

Career breaks B 

Reduction of labour cost through cuts in social insurance B 
cont rihutions 

( :ommunity Employment Scheme IRL 

Back to Work Allowance IRL 

Welfare to work- the New Deal UK 

Transition from School to Work (Target 2000) UK 

Low non-wage labour costs UK 

Liberalisation of product markets UK 

Dual Training System D+A+L 

Wage policy A 

I ,abour Foundations A 
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2'2 Insertion grant f(n Social Employment (GEB) 

23 Adult Hducation and lligher Education f(>r life-long learning 

24. Active Labour Market Policies 

25. Agreements lor Employment Stability in the framework of 
social dialogue 

26. Workshop Schools 

27. System of Qualification and Certification 

28 Traineeship contracts. 

29 Management of job vacancies by I NEM through television 

30 Mull i-Annual I ~mployment Programme 

.n. Temporary Auxiliaries Division (DAT) 

]2. Re-employment Aid 

33. Tax Relief 

34. Made to measure training and re-training for unemployed 
persons 

35. Solidarity agreements for reduction of working time 

36 Support to youth entrepreneurship in the Mezzogiorno 

37 Area contracts and Territorial Pacts 

JX Extensive tripartite co-operation 

J<J. Early identification and early action to prevent long-term 
unemployment 

40. Activation of unemployed young people 

41. Integrated Programme of Intervention 

42. Subsidised working posts for special groups of unemployed 

43. Schools of Technical Apprenticeship 

44. Measures on activation 

45. Job rotation 

46. Measures to prevent bottlenecks at the regional level 
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47. . Programme of support to the long-term unemployed p 

4X Training and technical assistance to micro and small enterprises p 

49. Local networks for employment p 

50. Sectoral human resources programmes p 

51. Promotion of economic growth and employment creation NL 

52. Flexibility and security in employment NL 

53. Activation of social security NL 

S4. Improved intermediation in the labour market NL 

SS. Promotion ofjobs Hn the long-term unemployed NL 
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COUNCIL RESOLUTION on the 1998 employment guidelines 

THE COUNCIL OF THE EUROPEAN UNION, 

Having regard to the Treaty establishing the European Community, 

Whereas under Article 2 of that Treaty the Community has as its task the promotion, in particular, of a 
high level of employment, 

In accordance with the conclusions of the Amsterdam European Council and the Resolution on Growth 
and Employment which referred to the procedure as envisaged in the new Title on employment in the 
Amsterdam Treaty and stated that the Council should seek to make those provisions immediat~ly 
effective, 

On the basis of the conclusions of the extraordinary European Council meeting on Employment of 20 
and 21 November 1997, 

Having regard to the draft from the Commission and the Commission communication "Proposal for 
Guidelines for Member States' Employment Policies 1998" of 1 October 1997, . 
Having regard to the Resolution embodying the contribution of the European Parliament to the 
extraordinary European Council meeting on Employment, 

Having regard to the Opinion of the Economic and Social Committee on the Commission 
communication, 

Having regard to the contribution of the Committee of the Regions to the extraordinary European 
Council meeting on Employment, 

Having regard to the opinion of the Employment and Labour Market Committee, 

Having regard to the Social Partners' contribution to the extraordinary European Council meeting on 
Employment, 

Having regard to the contribution of the Member States to the preparation of the extraordinary 
European Council meeting on Employment, 

Whereas the issue of employment is central to the concerns of Europe's citizens and every effort must 
be made to combat unemployment, the unacceptable level of which poses a threat to the cohesion of 
our societies; 

Whereas the Luxembourg European Council marks a new departure in the thinking and action upon 
which the Union's Member States have been embarked since the Essen European Council meeting; 

Whereas the Luxembourg European Council agreed upon an overall strategy involving three aspects: 

( 1 ) the continuation and development of a coordinated macro-economic policy, underpinned by an 
efficient internal market, 

(2) the harnessing of all Community policies in support of employment in accordance with the 
principles of the Treaty, and 

------ -------
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(3) the coordination of Member States' employment policies, based on common lines of approach for 
both objectives and means, with a resolve to converge towards jointly set, verifiable, regularly 
updated targets which should be incorporated in the national action plans for employment drawn 
up by the Member States; 

Whereas this coordination of Member States' employment policies should be implemented through the 
adoption by the Council, having received the opinion of the Employment and labour Market Committee 
acting in close cooperation with the Economic Policy Committee, of employment guidelines, which are 
compatible with the broad economic policy guidelines and which set specific targets, the achievement 
of which is regularly monitored under a common procedure for assessing results; 

Whereas the implementation of the guidelines may vary according to their nature, their impact on 
Member States and the parties to whom they are addressed; whereas they must respect the principle 
of subsidiarity and Member States' responsibilities with regard to employment; 

Whereas these guidelines centro on four main lines of action: improving employability, developing 
entrepreneurship, encouraging adaptability of businesses and their employees to enable the labour 
market to react to economic changes and strengthening the policies for equal opportunities; 

Whereas the implementation of this strategy calls for the combined efforts of all concerned: Member 
States, regions, social partners and Community institutions, and whereas the European Parliament and 
the European Investment Bank have demonstrated their commitment in this regard; 

Whereas the differing situations of the Member States in relation to the problems addressed by the 
guidelines will result in differing solutions and emphases in line with individual situations; 

Whereas the objective of these measures is to arrive at a significant increase in the employment rate in 
Europe on a lasting basis; 

Whereas preventive measures are of particular importance in reversing the trend of youth 
unemployment and long-term unemployment through early identification of individual needs and 
tailor-made responses systematically giving precedence to active employability measures rather than 
1;assive support measures; 

Whornas common indicators, basnd on comparable statistics, ,uo important for the effective monitoring 
and assessment of employment policies and for the identification of good practices, 

HEREBY ADOPTS THIS RESOLUTION: 

1. The 1998 Employment Guidelines appended hereto are adopted. 

2. The guidelines will have to be incorporated into national employment action plans drawn up in a 
multiannual perspective so that they are given practical effect in the form of national objectives which 
are quantified wherever possible and appropriate, followed by their transposition into national 
regulatory, administrative and other measures. The differing situations of the Member States. in 
relation to the problems addressed by the guidelines will result in differing solutions and emphases, in 
line with individual situations. 
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3. National employment action plans will set deadlines for achieving the desired result in the light, 
intm alia, ·of thu administrative and financial H!sources which can be drawn upon. 

4. I ach Mnmhur Slain will, uvury ynar, smuf tho Council and the Commission its national employment 
action plan, in which it frames its policy with regard to oach of the guidelines, together with a report 
on the manner of its implementation. 

5. Member States are invited to submit in 1998 their first national employment action plan based on 
these guidelines to the Council and the Commission for examination in sufficient time before the Cardiff 
European Council. 

6. The Council undertakes to: 

(a) carry out in the second half of 1998, on the basis of the information provided by the Member 
States, and after receiving the report of the Employment and Labour Market Committee, an 
examination of the manner in which the Member States have transposed the guidelines in their 
national policy; 

(b) and, in parallel, prepared jointly with the Commission, taking account of that examination, a report 
on the employment situation in the Community and on the main measures taken by the Member 
States to implement their employment policy in the light of these guidelines, which report will be 
submitted to the Vienna European Council. 

7. The Council notes that the Commission undertakes to prepare and submit in due course the reports 
requested by the European Council. 

8. The Council notes that the Commission undertakes to communicate by 15 October 1998 draft 
guidelines for Member States' employment policies in 1999. 

9. The Council affirms that the social partners at all levels will be involved in all stages of this 
approach and will make an important contribution to the implementation of these guidelines and the 
promotion of a high level of employment. That contribution will be regularly assessed. 

1 0. The Council will organize regular contacts with the social partners to allow for proper preparation 
of their six-monthly meetings with a troika of Heads of State or Government and the Commission. 

-------------- - - ----------- -------- - ----
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• 

THE 1998 EMPLOYMENT GUIDELINES 

I. IMPROVING EMPLOYABILITY 

Tackling youth unemployment and preventing long-term unemployment 

In order to influence the trend in youth and tong-term unemployment the Member States will 
develop preventive and employability-oriented strategies, building on the early identification 
of individual needs; within a period to be determined by each Member State which may not 
exceed five years and which may be longer in Member States with particularly high 
unemployment, Member States will ensure that: 

every unemployed youno oerson is offered a new start before reaching six months of 
unemployment, in the form of training, retraining, work practice, a job or other 
employability measure; 

unemployed adults are also offered a fresh start before reaching twelve months of 
unemployment by one of the aforementioned means or, more generally, by 
accompanying individual vocational guidance. 

These preventive and employability measures should be combined with measures to 
promote the re-employment of the long-term unemployed. 

Transition from passive measures to active measures 

Benefit and training systems - where that proves necessary - must be reviewed and 
adapted to ensure that they actively support employability and provide real incentives for 
the unemployed to seek and take up work or training opportunities. Each Member State: 

will endeavour to increase significantly the number of persons benefiting from active 
measures to improve their employability. In order to increase the numbers of 
unemployed who are offered training or any siml1ar measure, it will in particular fix a 
target, in the light of its starting situation, of gradually achieving the average of the 
three most successful Member States, and at least 20%. 

Encouraging a partnership approach 

The actions of the Member States atone will not suffice to achieve the desired results in 
promoting employability. Consequently: 

the social partners are urged, at their various levels of responsibility and action, to 
conclude as soon as possible agreements with a view to increasing the possibilities for 
training, work experience, traineeships or other measures likely to promote 
employability; 
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the Member States and the social partners will endeavour to develop possibilities for 
lifelong training. 

Easing the transition from school to work 

Employment prospects are poor for young people who leave the school system without 
having acquired the aptitudes required for entering the job market. Member States will 
therefore: 

improve the quality of their school systems in order to reduce substantially the number 
of young people who drop out of the sch.ool system early; 

make sure they equip young people with greater ability to adapt to technological and 
economic changes and with skills relevant to the labour market, where appropriate by 
implementing or developing apprenticeship training. 

II. DEVELOPING ENTREPRENEURSHIP 

.Making A_ ~er to ~-YJ.LS!nd run businesses by providing a clear, stable and predictable 
SfJt of rulos and by improving the conditions for the development of risk capital markets. 
Tho new facilitias offerad by the European lnvastment Bank combined with the Member 
States' efforts will enable new businesses to be set up more easily. The Member States 
should also reduce and simplify the administrative and tax burdens on small and medium­
sized enterprises. To that end the Member States will: 

give particular attention to reducing significantly the overhead costs and administrative 
burdens for businesses, and especially small and medium-sized enterprises, in particular 
when hiring additional workers; 

encourage the development of self-employment by examining, with the aim of reducing, 
any obstacles which may exist, especially those within tax and social security regimes, 
to self-employment and the setting up of small businesses. 

Exploiting the opportunities for job creation 

If the European Union wants to deal successfully with the employment challenge, all 
possible sources of jobs and new technologies and innovations must be exploited 
effectively. To that end the Member States will: 

investigate measures to exploit fully the possibilities offered by job creation at local/eve/ 
in the social economy and in new activities linked to needs not yet satisfied by the 
market, and examine, with the aim of reducing, any obstacles in the way of such 
measures. 
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Making the taxation system more employment-friendly and reversing the long-term trend 
towards higher taxes and charges on labour (which have increased from 35% in 1980 to 
more than 42% in 1995). Each Member State will: 

set a target, if necessary and taking account of its present level, for gradually reducing 
the overall tax burdtm and, where apfJroprinte, a target for gradually reduc1iJg the fiscal 
pressure on labour and non-wage labour costs, in particular on relatively unskilled and 
low-paid labour, without jeopardizing the recovery of public finances or the financial 
eqw1ibrium of social security schemes. It will examine, if appropriate, the desirability of 
introducing a tax on energy or on pollutant emissions or any other tax measure; 

examine, without obligation, the advisability of reducing the rate of VAT on 
labour-(ntensive services not exposed to cross-border competition. 

Ill. ENCOURAGING ADAPTABILITY IN BUSINESSES AND THEIR EMPLOYEES 

Modernizing work organization 

In order to promote the modernization of work organization and forms of work: 

the social partners are invited to negotiate, at the appropriate levels, in particular at 
sectoral and enterprise levels, agreements to modernize the organization of work, 
including flexible working arrangements, with the aim of making undertakings 
productive and c01npetitive and achieving the required balance between flexibility and 
security. Such agreetriEmts may, for example, cover the expression of working time as 
an annual figure, the reduction of working hours, the reduction of overt1ine, the 
development of part-time working, lifelong training and career breaks; 

for its part, each Member State will examine the possibility of incorporating in its law 
more adaptable types of contract, taking into account the fact that forms of 
employment are increasingly diverse. Those working under contracts of this kind 
should at the same time enjoy adequate security and higher occupational status, 
compatible with the needs of business. 

Support adaptability in enterprises 

In order to renew skill levels within enterprises Member States will: 

re-examine the obstacles, in particular tax obstacles, to investment in human resources 
and possibly provide for tax or other incentives for the development of in-house 
training; they will also examine any new regulations to make sure they will contribute to 
reducing barriers to employment and helping the labour market adapt to structural 
change in the economy. · 
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IV. Sl_RENGTHENING THE POLICIES FOR EQUAL OPPORTUNITIES 

T acklinn _gender gaps 

.Mornbor States should translate their dosiro to promote equality of opportunity into 
increased employment rates tor women. They should also pay· attention to the imbalance in 
the representation of women or men in certain economic sectors and occupations. Member 
States will: 

attempt to reduce the gap in unemployment rates between women and men by actively 
supporting the increased employment of women and will act to reverse the 
under-representation of women in certain economic sectors and occupations and their 
over-representation in others. 

Reconciling work and family life 

Policies on career breaks, parental leave and part-time work are of particular importance to 
women and men. Implementation of the various Directives and social-partner agreements in 
this area should be accelerated and monitored regularly. There must be an adequate 
provision of good quality care for children and other dependents in order to support 
women's and men's entry and continued participation in the labour market. The Member 
States will: 

strive to raise levels of access to care services where some needs are not met. 

Facilitating return to work 

The Member States will: 

give specific attention to women, and men, considering a return to the paid workforce 
after an absence and, to that end, they will examine the means of gradually eliminating 
the obstacles in the way of such return. 

Promoting the integration of peoole with disabilities into working life 

The Member States will: 

give speCial attention to the problems people with disabilities may encounter in 
participating in working life. 
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