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Foreword 

Foreword 

The Community enters the 1990s in 
a spirit of considerable optimism. 
Over the past four years economic 
growth has been strong and over 
7 million extra jobs have been cre­
ated. The prospects for this year and 
next are for further employment 
growth of the order of a million jobs 
a year. 

Many challenges remain, however. 
Unemployment is still an obstinate­
ly resistant problem. Little of the 
new job growth in the recent past 
has gone to the unemployed - 85% of 
the new jobs have gone to new en­
t r an t s to the labour market . In 
consequence, unemployment has 
fallen only slowly and remains 
above 8% and, even more worrying-
ly, long-term unemployment has 
improved little. Moreover the scale 
of both overall and long-term unem­
ployment varies markedly across 
the Community. 

Wider social problems are now 
clearly in ter twined with labour 
market difficulties for many unem­
ployed people who are prevented 
from participating fully in society. 
Such exclusion undermines social 
cohesion in the Community, espe­
cially in the context of progress 
towards Economic and Monetary 
Union. 

Despite high employment growth in 
recent years, the Community still 
has a low rate of employment activ­
ity - unde r 60 per cent of the 
population of working age is at work 
compared with over 70 per cent in 
the United States and Japan, and 
65 % in Central and Eastern Eu-

Î 

rope. Much of this difference is ac­
counted for by the lower rates of 
employment of women in the Com­
munity. 

The Community also has to shake 
off a number of residual ideas from 
the 1970s and early 1980s, when the 
emphasis was on holding down un­
employment and keeping people out 
of the labour force. Now we must see 
the priority as removing obstacles 
which inhibit people from working. 
This is particularly true for women 
as Chapter 6 of this Report shows. 
We must also avoid diverting or con­
taining people in narrow segments 
of the labour market, preventing 
them from achieving the i r full 
potential. This is especially the case 
for people working part- t ime or 
under temporary contracts. 

There are also concerns regarding 
our commitment to ra is ing the 
quality and competitive ability of 
the Community labour force. A start 
has been made in promoting Com­
m u n i t y - w i d e coopera t ion over 
vocational training and education, 
but that is not enough. Some Mem­
ber States are unable to afford the 
investment needed to improve the 
basic education upon which train­
ing m u s t build. Other Member 
States need to reassess the present 
division of expenditure on higher 
education in terms of how it assists 
the students' personal development 
or how i t i m p r o v e s t h e i r em-
ployability. Training standards are 
being improved with the support of 
Community investment but, with­
out an appropr ia te educational 
base, this investment will not be 

able to achieve its full potential. 
Meanwhi le m a n y newly indus­
t r i a l i s e d n a t i o n s o u t s i d e t h e 
Community are press ing ahead 
with expanding the appropria te 
educational investment in their 
people. 

Weakness here is of particular con­
cern given t h e success of t he 
Internal Market programme which 
is boosting the growth potential of 
the Community economy, but which 
is creating new demands and new 
challenges as remaining barriers to 
trade are dismantled. Businesses 
in all Member States have to face 
increased competi t ive p ressu re 
from both inside and outside the 
Community. If the Community is to 
exploit the opportunities which are 
being opened up, it must be con­
stantly seeking ways of improving 
competitiveness, which is more and 
more dependent on the skills and 
expertise of the work force. Firms 
must face this challenge by improv­
ing the training and retraining of 
existing employees, but they must 
also be able to recruit people with 
good education and basic training 
which depends on the policies and 
actions of public authorities. Gov­
e r n m e n t s m u s t be p repared to 
expand investment in this area to 
e n s u r e t h a t t he C o m m u n i t y ' s 
human resources are strengthened 
over the long-term and that individ­
uals, men and women alike, share 
fully in the benefits from the new 
market. 

No report in 1990 would be complete 
without a reference to Central and 
Eastern Europe and this report con-
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tains some of the basic facts about 
employment there. At this stage, we 
can say little about the prospective 
effects of démocra t i sa t ion and 
eventual economic renewal. How­
ever , c h a n g e s in C e n t r a l and 
Eas te rn Europe could, in t ime, 
bring far-reaching effects on the 
Community labour market, over 
and above the effects of German re-
u n i f i c a t i o n . I m m i g r a t i o n , for 
example, has not been a major Com­
munity issue in recent years but it 
could easily become so now, given 
the pressure of population growth 
in countries to the South, as well as 
the new potential mobility of our 
neighbours to the East. 

Financia l ass is tance apar t , the 
Community has a lot of valuable 
know-how to communicate to its 
Eastern neighbours in the coming 
months and years - not only about 
techniques of production, but also 
about vocational training and our 
own experience in coping with large 
scale industrial reconstruction, and 
with ensuring local economic re-de­
velopment as employment in steel, 
coal, shipbuilding and other basic 
heavy industries declines. 

These changes outside our borders 
make it all the more necessary to 
continue to develop greater econ­
omic and social cohesion within the 

Community. The Community is 
young, and standards of living vary 
more widely be tween different 
areas than they do between, say, the 
different S t a t e s of the Uni ted 
States. We must continue the politi­
cal process of integration that we 
have begun. In particular, we must 
give priority to narrowing the gap 
between rich and poor by raising the 
living standards of the most disad­
vantaged areas of the Community, 
as described in Chapters 4 and 10. 

The longer term thus holds many 
challenges. The Community will 
undoubtab ly grow in economic 
strength, which will boost employ­
ment and income growth. But will it 
become a more equi table Com­
munity? Will it be able to foster the 
talents and abilities of all its people 
to the full through education and 
training? Will it accept that the 
needs that are now foreseen for im­
proved standards at the workplace 
are no different in kind, although 
obviously less revolutionary, than 
the needs which gave rise to the first 
factory legislation and public health 
provisions in the last century? Will 
we make the necessary effort to en­
sure that those in a relatively weak 
position in society or on the labour 
market, are not the ones who have 
to bear all the stresses and strains 
of change and uncertainty? 

This Employment in Europe Report 
covers a number of important issues 
and contains a great deal of new 
information about European em­
ployment. However, it should not be 
seen as a research report . Nor 
should it be looked to as a source of 
new policy initiatives - the Com­
m u n i t y h a s well d e v e l o p e d 
procedures for that. Rather, the Re­
port is in the nature of a review 
which presents the latest employ­
ment developments and prospects 
in the European economy in, so far 
as possible, a quantitative form; 
discusses a series of current issues 
which a r e r e l e v a n t to u n d e r ­
s t a n d i n g p r e s e n t a n d f u t u r e 
structural employment trends; and 
presents changes in the form and 
direction of Community and na­
t ional policies which affect the 
labour market. Its aim is to stimu­
late, and provide a basis for, debate 
and greater understanding. 

I am p leased t h a t t h e format 
adopted in last year's Report was so 
well received in all quarters. That 
format has been maintained here 
and I t rust that this new Report, 
and its successors, will be as import­
ant a source of ideas, information 
and experience as the first. 

Vasso Papandreou 
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Summary and Conclusions 

Introduction 

As we enter the 1990s, most parts of 
the European Community are en­
joying economic growth, substantial 
job creation and low inflation. Em­
ployment in the Community has 
been increasing at a higher rate 
than at any time since the 1950s 
and, although unemployment re­
ma ins high, it has come down 
significantly. Against this back­
ground, the Community can look 
forward with some confidence to the 
decade which lies ahead. 

This decade promises to be a period 
of immense opportunities for the 
Community. The completion of the 
In terna l Market , in conjunction 
with prospective moves towards 
monetary union and closer coordi­
nation of other aspects of policy, 
offer the potential for stronger econ­
omic performance, more balanced 
development and closer social cohe­
sion within the Community. 

The changes in Central and Eastern 
Europe open up the possibility, not 
only of closer trade and commercial 
links, but also of closer political un­
d e r s t a n d i n g which could have 
far-reaching consequences for the 
economic strength, prosperity and 
stabil i ty of the European econ­
omies, in the West as well as in the 
East. 

Everyone can benefit from these de­
velopments. Businesses stand to 
gain from the expansion of existing 
markets and the opening up of new 
ones. Employees stand to gain from 

the additional jobs which invest­
ment in new production facilities to 
meet the extra demand will create. 
All members of society, whether em­
ployed or not, stand to gain from the 
higher real income which increases 
in efficiency and economic growth 
will generate and from the improve­
ments in living standards and in the 
level of social provision which in­
creased income will allow. 

Challenges 

However , a l t h o u g h the oppor­
tunities are great, there are equally 
substantial problems and challen­
ges which have to be faced and 
overcome if the Community is to 
take advantage of them. 

Fi rs t ly , producers in the Com­
munity face intense and growing 
competition for markets from pro­
d u c e r s o u t s i d e E u r o p e . In 
particular, large US and Japanese 
companies tend to dominate mar­
kets for high-tech, high value-added 
products, such as computers or tele­
communications equipment. These 
are not only the areas in which de­
mand is growing most rapidly, but 
they are also of strategic import­
ance for many other industries and 
a c t i v i t i e s as n e w t e c h n o l o g y 
spreads through the economic sys­
tem, changing both the methods of 
production and the goods and ser­
vices produced. 

But competition for markets is also 
increasing in other areas as develo­
ping countries industrial ise and 
look to emula te the export- led 

growth path followed by European 
and other developed economies. In 
the past, developing countries have 
tended to make the biggest inroads 
into markets for basic manufac­
tures like textiles or clothing, but 
increasingly many of them, espe­
cially the countries in South-East 
Asia, are directing production and 
export efforts towards more ad­
vanced products like electronic 
goods as they become more de­
veloped and their labour forces 
more skilled. 

The Internal Market programme, 
designed to sweep away restrictions 
on the ability of Community produ­
cers to sell in each others markets, 
is a response to these developments. 
Although it will increase still fur­
t h e r the degree of competi t ion 
within Europe, it will favour the 
expansion of the most efficient com­
panies and in critical high-tech 
areas, in particular, promote an in­
crease in the scale of operations so 
that Community firms can compete 
on more equal terms with foreign-
owned, transnational, companies. 

The programme of measures is 
being progressively introduced with 
the end of 1992 as the target date for 
completion of the Internal Market, 
but it is already having a significant 
effect on business development, the 
organisation of production, and on 
employment, as set out in Chap­
t e r 3. C o m p a n i e s a r e a l r e a d y 
adopting a more European perspec­
tive when formulating business 
plans and, in a number of cases, are 
beginning to rationalise their oper­
ations on a European rather than a 

! 
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national basis. The clearest, quanti­
tative, evidence of the effect on 
b u s i n e s s b e h a v i o u r is the do­
c u m e n t e d i n c r e a s e in m e r g e r 
activity. 

Secondly, there is the challenge of 
expanding trade with Central and 
Eastern Europe. Present levels of 
trade are low, and most Central and 
Eastern European countries have 
accumulated large external debts 
which severely limit their ability to 
finance the growth of imports which 
are essential for their economic de­
velopment. Moreover, isolation over 
many years from world markets 
and global competition has retarded 
the introduction of new technology 
and the adoption of modern produc­
tion methods, which means that 
their industries are, for the most 
part, uncompetitive. It will take 
time and considerable investment 
before they are capable of compet­
ing effectively with i n d u s t r i e s 
elsewhere, and of generating the 
growth in export earnings which 
their long-term development re­
quires. 

Thirdly, the rapid pace of techno­
logical advance is con t inu ing . 
Moreover, the speed with which in­
novations in production techniques 
and the development of new pro­
ducts spread from one country to 
another is increasing. Producers 
need constantly to update their 
methods of production and the pro­
ducts and services they sell if they 
are not to be left behind in the com­
petition for markets. The need for 
rapid adaptation puts a consider­
able strain on management and 
workers alike. Managers have to 
keep themselves informed about ac­
tual and prospective developments 
and to be constantly looking to ex­
ploit new market opportunities and 
new ways of increasing efficiency. 
Work forces have to be capable of 
performing new tasks and opera­

ting new kinds of equipment, which 
means that workers have to become 
more adaptable and multi-skilled 
which, in turn, means that there is 
a growing need for appropria te 
training and retraining in a wide 
variety of areas of the labour mar­
ket. 

This more rapid adjustment of pro­
duction capabilities has to take 
place at the same time as the num­
ber of young people coming into the 
Community's work force declines, 
and as the average age of the work 
force i n c r e a s e s . This will pu t 
greater emphasis on the retraining 
of the existing labour force, or of 
re-entrants or late entrants to the 
labour market while, at the same 
time, making it more difficult to 
carry out such training effectively, 
given that the ability to acquire new 
skills tends to diminish with age. 

Included in this new effort will be 
the need to attract women into the 
labour force and to develop the in­
herent skills which they possess but 
which have often been underde­
veloped, or allowed to go to waste, 
because of discrimination and/or a 
lack of childcare facilities. 

Fourthly, problems of the environ­
ment - notably of the threat from 
global warming, of the increasing 
destruction of natural resources 
and of growing pollution - impose 
new constraints on economic devel­
opment. This does not mean that we 
should accept or even welcome 
slower growth of the European 
economy, still less of the world econ­
omy. There are far too many parts 
of the World in desperate need of 
growth in order to further their de­
velopment, create employment and 
raise living standards closer to ac­
ceptable levels . I t does mean , 
however, that the need to protect 
and improve the environment must 
play an increasingly important role 

in determining the direction of de­
velopment, the pattern of growth, 
the kind of goods produced and the 
methods used to produce them. 

The Community has recognised the 
urgency of action to protect the en­
vironment against further damage 
and has incorporated specific provi­
sions in Community legislation to 
enforce minimum s t anda rds on 
toxic emissions, on the quality of 
water and on the extent of pollution 
genera l ly . These developments 
mean that the Community can look 
to a major expansion of the environ­
mental industry both in terms of its 
activities and the number of people 
it employs, and to changes in the 
chemical and transport industries. 

Fifthly, the Community faces the 
challenge of ensuring a more bal­
a n c e d economic d e v e l o p m e n t 
within its borders and greater con­
v e r g e n c e of r e a l i n c o m e s , of 
standards of social provision and 
employment opportunities across 
the Member States. Although there 
are signs that growth since 1986 has 
been highest in the least developed 
parts of the Community - in Spain 
and Ireland in particular - differen­
ces in levels of income per head and 
in the rates of unemployment re­
main substantial both between and 
within Member States. 

While the Internal Market pro­
g r a m m e a n d the o t h e r moves 
towards economic and monetary 
union offer the potential of higher 
growth and more employment in 
the Community as whole, they will 
not automatically benefit all re­
gions and all social groups. The 
programme of structural and re­
gional support that has been put in 
place is essential in order to ensure 
that all parts of the Community -
the peripheral, less developed areas 
as well as the more central de­
veloped regions - share in the gains. 
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An important element is the pros­
pective doubling of the Structural 
Funds by 1993. It is also important, 
if social cohesion is to be maintained 
and strengthened, to develop and 
expand policies aimed at securing 
more equal access to stable employ­
m e n t w i t h d e c e n t w o r k i n g 
conditions across the Community. 

European Labour 
Market Responses 
The immense changes which are 
taking place in the Community, as 
in the world economy as a whole, 
have major implications for the Eu­
r o p e a n l a b o u r m a r k e t . T h e 
intensification of global competition 
combined with the rapid pace of 
technological change implies sub­
stantial changes in the demand for 
labour. Similarly, the increased 
priority which needs to be attached 
to protecting and improving the en­
vironment will inevitably give rise 
to significant changes in the struc­
ture of the Community economy, 
with equally important consequen­
ces for labour demand. 

These labour market changes have 
a number of d imensions . They 
imply major shifts in the occupa­
tional and sectoral distribution of 
the work force. They are likely to 
entail changes in the geographical 
distribution of activity. They will 
almost inevitably be associated 
with the appearance of significant 
imbalances in the demand for and 
supply of particular types of skill in 
many parts of the Community and 
in many areas of activity. Already 
companies across the Community 
are reporting serious shortages of 
skilled labour, especially highly-
qualified scientists, engineers and 
technicians, while at the same time 
there are large numbers of unem­
ployed in many areas who cannot 
find work. 

These kinds of imbalance, however, 
are not new. They are arguably an 
i n h e r e n t consequence of r ap id 
changes in technology and in the 
economic environment. Indeed the 
more r ap id and ex t ens ive t h e 
changes which occur, the more pro­
nounced will the imbalances tend to 
be at any moment in time, simply 
because adjustments of supply to 
demand do not happen instanta­
neously. Historically, in periods of 
high growth, there has always been 
excess demand for particular skills 
or types of labour and excess sup­
plies of others. Historically also, 
employers have tended to complain 
about skill shortages even when sig-
n i f i c a n t n u m b e r s of p e o p l e 
seemingly possessing those skills 
have been recorded in the unem­
ployment figures. 

The critical issue is whether, and to 
what extent, skill shortages are 
seriously weakening the long-run 
competitive position of Community 
producers and/or adding to infla­
tionary pressure, both locally and 
nationally, and therefore constrain­
i n g t h e d e v e l o p m e n t of t h e 
Community economy. As yet the 
answer is unclear. Surveys of busi­
ness suggest t ha t difficulties of 
recruiting skilled labour are a con­
straint on the ability of companies 
to expand output, but hard informa-
t ion a b o u t t h e l eve l s of ski l l 
at tainment in the labour force is 
scarce. 

Nevertheless, it is clear that the 
skills and capabilities of its work 
force will be a crucial element in the 
capacity of the Community to re­
spond to t h e c o m p e t i t i v e a n d 
environmental challenges of the 
1990s. In practice, much of the res­
p o n s i b i l i t y for t h i s l i es w i t h 
employers since, in many cases, the 
skills and techniques required to 
carry out particular tasks can only 
be fully acquired by actually perfor­

ming them. Companies therefore 
need to provide adequate facilities 
for training and retraining both new 
recruits and their existing work 
force. Because of the rapid changes 
in processes of production and the 
kinds of products produced, against 
a background of a diminishing sup­
ply of young people coming onto the 
labour market, retraining is becom­
ing increasingly important. It is 
equally important that workers rec­
ognise that remaining in one job 
doing the same kind of work will 
become less and less possible and 
accept that they may need to ac­
quire several different skills during 
their working lives. 

At the same time, the onus is very 
much on Member States to ensure 
that young people have the right 
kind of general education and basic 
training to equip them with the 
ability to learn quickly and develop 
new expertise across a broad range. 
In many countries, this requires a 
re-orientation of the education and 
vocational training systems to take 
explicit account of the changing 
working environment and the in­
creased need for labour to be able to 
adapt to new ways of doing things. 
It also requires the introduction or 
expansion of teaching facilities in 
areas where the demand for labour 
is growing, such as in the environ­
mental industries. 

While there is a general need in the 
Community for a labour force with 
better and wider skills, the precise 
nature and scale of the need varies 
from region to region. There is a 
clear geographical dimension to the 
labour market imbalances which at 
present exist and which, if reduced 
in importance, could significantly 
improve the productive efficiency of 
the European economies. There are 
two ways of approaching this. The 
first is to encourage people who are 
unable to find employment in the 
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area they happen to live to move to 
another region where their skills 
are more in demand. The second is 
to encourage companies which have 
difficulties in meeting their labour 
requirements locally to relocate 
their production facilities in areas 
where labour is more plentiful. 

The 1992 In te rna l Marke t pro­
g r a m m e inc ludes m e a s u r e s to 
remove restrictions on the ability of 
labour to move from one part of the 
Community to another in search of 
work, both to improve the efficiency 
of the European labour market and 
to increase the employment oppor­
tunities of people who happen to live 
in more deprived areas. 

It is also accompanied by a substan­
tial increase in transfers to the more 
deprived areas, through the Struc­
t u r a l F u n d s , a i m e d a t 
strengthening their economies so 
that they are more capable of gener­
a t ing activity and employment. 
Part of the objective is to reduce the 
necessity for people to move and so 
deprive a region of the skills which 
make it attractive as a location for 
prospective investors. A further in­
tention is to improve the regional 
balance of economic activity across 
the Community and thereby, not 
only has ten the development of 
poorer regions, but also reduce 
problems of congestion in the more 
prosperous and more developed 
areas. 

An important element in the loca-
tional decisions of companies are 
the skills possessed by the local la­
bour force. The ava i lab i l i ty of 
abundant unemployed labour does 
not mean necessarily a plentiful 
supply of the particular skills that a 
firm is seeking. Areas of high unem­
ployment tend also to be areas with 
large numbers of unskilled workers 

or people possessing skills which 
are no longer in demand. In such 
cases, investment in education and 
training may be critical to improv­
ing the attractiveness of a region to 
firms looking to relocate or expand 
productive capacity. 

Given the imbalances in the Com­
munity labour market which are 
likely to manifest themselves in­
creasingly during the 1990s, it is 
important, as stressed in Chapter 6 
of the Report, to make it easier for 
women to work. The evidence indi­
cates that significant proportions of 
women would like to work if the 
obstacles which at present prevent 
them from so doing - a lack of suit­
able childcare facilities, for example 
- were removed and if acceptable, 
good quality jobs were available. 
Measures to make fuller use of the 
po ten t ia l con t r ibu t ion of older 
people to production and to training 
are also needed. These might take 
the form, for instance, of estab­
lishing more flexible re t i rement 
schemes. 

Employment Changes 
and Unemployment 

Despite the substantial increase in 
employment at the end of the 1980s, 
unemployment is still high in the 
Community and rates of participa­
tion in the labour force, particularly 
among women, remain low. As a 
result, the proportion of the work­
ing-age population in work in the 
Community is only 60% - well below 
levels in the US, Japan and the rest 
of Europe. 

A growing proportion of those in 
work in the Community are em­
ployed in service activities and a 
diminishing proportion in manufac­
turing. The main exceptions are 

Spain and Por tugal where the 
manufacturing sector is still expan­
ding significantly, and where a 
sizeable proportion of the work force 
is employed in agriculture. The 
tendency for services to provide the 
bulk of new jobs as the Community 
economies develop and real income 
levels rise is clear. It is also clear 
that the trend towards the increas­
ing importance of services is much 
less pronounced in the FRG than in 
the other more developed parts of 
the Community. In the FRG, manu­
f a c t u r i n g a c c o u n t s for a 
proportionately larger share of em­
p l o y m e n t t h a n in c o m p a r a b l e 
Member States, which is a key fac­
t o r u n d e r l y i n g i t s e c o n o m i c 
strength. 

The large numbers of extra jobs cre­
ated in the Community over the 
past few years have made only a 
small impact on unemployment. 
These jobs have been filled, not so 
much by the unemployed, but by 
young people coming onto the la­
bour market for the first time and 
by people, predominantly women, 
who until finding work had not been 
counted as part of the labour force 
at all and therefore not part of the 
unemployment figures. Between 
1985, when employment began to 
rise again, and 1988, two-thirds of 
the additional jobs were taken by 
women, while only a quarter were 
full-time jobs for men. One third of 
the extra jobs were part-time rather 
than full-time. 

Over the 1990s the average age of 
those available for work will in­
crease progressively. Similar trends 
towards the ageing of the labour 
force a re ev iden t in the Com­
m u n i t y ' s m a i n c o m p e t i t o r 
countries, US, Japan and the South-
East Asian economies, although in 
the latter the work force will remain 

10 



Summary and Conclusions 

significantly younger on average 
than elsewhere. The same trends as 
in the Community are also evident 
in Central and Eastern Europe. 

Effects of the 1992 
Programme 

With two years to go before the com­
pletion of the In t e rna l Marke t 
programme, significant numbers of 
companies are beginning to take ac­
tion to prepare themselves for the 
more competitive business environ­
ment. The effects on employment 
seem to have been particularly posi­
tive. Whereas the Cecchini Report 
foresaw the 1992 programme event­
ually creating an additional 2-5 
million jobs, employment has al­
ready increased by some 7 million 
since 1985. Although only a part of 
this can be attributed exclusively to 
the 1992 factor, it puts former fears 
about initial job losses into perspec­
tive. 

Because of this strong employment 
growth, attention is now focused on 
the sectoral and regional impact. 
The Commission has identified 
those industrial sectors which stand 
to be most affected by the 1992 
measures. These sectors account in 
most Member States for around half 
of employment in indus t ry . In 
Northern States, these sectors tend 
to be both high-tech and more tradi­
tional heavy industries, in many 
cases protected by public procure­
ment policies. In Southern States, 
they tend to be labour-intensive in­
dustries such as clothing, footwear 
or textiles. 

In the North of the Community, fur­
ther rationalisation - which is likely 
to realise economies of scale in pro­
duction, R&D and marke t ing -
seems likely as national protection 

is removed. In the South, countries 
face a choice of continuing to spe­
cialise in current manufactures, or 
of exploiting the opportunities of­
fered by the 1992 programme and 
diversifying their industrial struc­
tures to be more like those in more 
developed economies. There are 
signs in Spain and Portugal - in the 
form of high investment growth, 
both internal and from abroad - that 
industrial transformation is under­
way. 

Further evidence that 1992 is af­
fecting company behaviour is the 
up tu rn in merger activity. The 
number of mergers among the lar­
gest 1000 industrial companies has 
increased more than threefold since 
1983-84, and the number of trans­
national mergers by even more. 

The New 
Environmental 
Imperatives and 
Employment 

Responses to the environmental 
problems created by excessive pol­
lution, the proliferation of toxic 
waste and the depletion of natural 
resources, as well as urban decay, 
will have far-reaching consequen­
ces for the pattern and direction of 
economic development and for em­
ployment. 

The key issues relate not only to the 
action which is taken but to the dis­
tribution of the costs, how those 
costs are financed and what sys­
tems of compensation are put in 
place. There can be no question of 
leaving the less developed countries 
and regions to cope with the prob­
lems themselves, still less of calling 
a halt to economic growth, given the 
enormous disparities in income and 

employment opportunities which 
still exist. 

The most directly affected com­
panies will be in the environmental 
industry (such as those manufac­
tu r ing filtering and monitor ing 
equipment) as well as in the build­
ing and construction industry, as 
polluting plant and decaying infra­
structure are replaced. These shifts 
will pose problems in terms of both 
relocation and retraining. They will 
also mean increased R&D effort to 
resolve problems of environmental 
protection, requiring a commitment 
both of finance and manpower. Fur­
ther changes will, however, spread 
throughout the economy and the la-
b o u r force , e s p e c i a l l y in t h e 
transport and chemical sectors. 

Although the changes in the pattern 
of economic development and struc­
ture of employment will be large, 
they are unlikely to be any greater 
t h a n have resul ted from major 
changes in technology in the past. 
The main difference is t ha t the 
changes required now demand ex­
plicit action by Government - it is 
not possible to rely on market forces 
alone because pollution costs are 
not generally borne by the polluters. 

Recent e s t i m a t e s sugges t t h a t 
around 1% of the Community la­
bour force is employed directly in 
environmental industries (a signifi­
cant proportion in public utilities) 
with a much larger number of jobs 
concerned indirectly. The future 
growth of employment in these in­
dustr ies depends very much on 
Government policy and on the com­
mitment of public expenditure. The 
environmental market at present is 
larger in the FRG than elsewhere 
and is smallest in the Southern 
States, where consequently growth 
prospects are greatest. 
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Most people working in the environ­
ment industries are employed in 
re la t ive ly low-skilled jobs, bu t 
around 20% are involved in man­
agement or technical act ivi t ies 
which will need to be expanded. If 
e n v i r o n m e n t a l a ims a re to be 
achieved, a significant increase in 
the number of skilled people em­
ployed, and in the amount and 
quality of training they receive, is 
essential. 

The Community, in the long-run, 
stands to lose markets unless its 
p roduc t s are env i ronmen ta l ly -
f r i e n d l y a n d i n c o r p o r a t e 
sophisticated pollution controls. At 
present, much of the technically-ad­
vanced equ ipmen t used in the 
environment industry is imported 
or produced under licence. 

Women's Access 
to Employment 

The participation of women in the 
labour force remains low in the 
C o m m u n i t y , s u g g e s t i n g t h a t 
women are still an under-utilised 
resource. There are currently 21 
m i l l i o n e c o n o m i c a l l y - i n a c t i v e 
women in the Community in the 
25-49 age group. A major reason for 
this is that the obstacles to employ­
ment are much greater for women 
than for men. 

The ageing of the Community la­
bour force and the reduced numbers 
of young people entering the labour 
market each year increase the im­
portance of this issue. 

The labour force participation of 
women with children is around 50% 
in the Community as a whole, with 
subs tan t ia l differences between 
Member States. While appropriate 
vocational training is a necessary 
requirement in order that women 

can achieve their potential in the 
labour market, adequate childcare 
arrangements are a key require­
m e n t for m a n y w o m e n to 
participate at all. 

Although women account for 38%> of 
to ta l employment in the Com­
m u n i t y , m a n y w o m e n h a v e 
non-standard terms of employment 
and inferior working conditions. 
28% of women's employment is 
part-time and a significant propor­
tion of women filling such jobs 
would prefer full-time work. Large 
numbers are also employed in tem­
porary jobs, half of them because 
they could not find permanent-ones. 

Research suggests that the greater 
tendency for women to work in part-
time jobs below the level of their 
qualifications contributes to lower 
income and job devaluation. 

Improved social amenities are re­
quired to facilitate the entry of 
women to the labour market. Areas 
where improvement is needed in­
c lude: p re -voca t iona l t r a i n i n g 
courses; t ransport arrangements 
for travelling to and from work; co­
ordination between working hours 
and school hours; childcare and 
creche facilities; systems of paren­
t a l a n d f a m i l y l e a v e d u r i n g 
pregnancy and early infancy. 

Women need little encouragement 
to rejoin the labour force but lifting 
barriers is essential in order to pro­
vide women with an effective right 
to work. Policy measures are being 
directed at remedying the specific 
barriers which prevent women from 
working, and reduce their entitle­
m e n t to equal t r e a t m e n t . The 
Community is supporting training 
and retraining measures from the 
Structural Funds and the Com­
mission has suppor ted a large 
research programme into childcare, 

different forms of leave and social 
amenities affecting women's em­
ployment. 

Community 
Vocational Training 
Policy 

The 1990s will be a period of intense 
pressure on systems of education 
and training in the Community as 
they respond to the increased em­
phasis of employers on technical 
skills, to a labour market becoming 
increasingly European in character, 
and to production with a progress­
i ve ly m o r e i n t e r n a t i o n a l 
perspective. 

There are signs tha t training is 
being accorded more importance in 
Member States and that the inade­
quacy of existing provisions in many 
areas is being perceived. 

The Commmission has a duty under 
the Treaty to develop a common vo­
cational training policy and has 
already made commitments to pre­
pare an instrument giving right of 
access to training, to rationalise 
existing Community-level training 
programmes and to hasten the es­
t a b l i s h m e n t of equ iva lence in 
training qualifications across the 
Community. The evolution of Com­
munity policy, however, has to work 
through national systems. 

There are significant differences at 
present in education and training 
provisions as between Member 
States, in the amount and duration 
of schooling and normal training 
which young people receive, both 
compulsorily and voluntarily. In 
some countries, the FRG in particu­
lar, education and t ra in ing are 
closely linked, with people com­
monly moving between the two. In 
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some other Member States, voca­
tional training has a lower status. 
In the UK, for example, a high pro­
portion of young people have no 
training or education past school-
l e a v i n g age , a cco rd ing to t h e 
evidence of the mid-1980s. 

The main priorities are to improve: 
the status of vocational training; 
the relevance of content and method 
to new needs; cooperation between 
providers of training; apprentice­
s h i p s a n d o t h e r w o r k - b a s e d 
schemes ; voca t iona l gu idance ; 
training of women in technical and 
scientific fields. 

The need for closer links between 
education and initial and conti­
nuing t r a in ing is fundamenta l , 
allied with greater partnership be­
tween Government and both sides 
of industry. 

Wages and 
Labour Costs 

Over the long term, there has been 
a broad tendency for wages to in­
crease in line with inflation. Since 
1983, however, real wage growth 
has slowed down and as a result 
unit labour costs have fallen stead­
ily a n d a r e now lower as a 
proportion of value-added than in 
the 1960s. 

Although the reasons are not fully 
understood, this may be a factor ex-
p l a i n i n g t h e u n u s u a l l y r a p i d 
increase in the rate of employment 
creation which has occurred in re­
cent years and which has been 
associated with a relatively modest 
rate of economic growth. 

Over the past 20 years, nominal 
wage growth and inflation have 
been significantly higher in the less 
developed economies of the Com­

munity than in the more developed 
ones. When wage increases are va­
lued in terms of ECU, however, the 
differences tend to narrow, coun­
t r i e s w i t h r a p i d w a g e r i s e s 
experiencing depreciation in their 
exchange rates to partially offset 
wage inflation. 

Wages levels vary markedly across 
the Community when measured in 
terms of ECU. Differences in real 
income, however, are much less pro­
nounced once differences in the 
p a t t e r n of consumption and in 
relative prices are taken into ac­
count. Differences in real wages 
b e t w e e n M e m b e r S t a t e s h a v e 
tended to narrow in the last 20 
years, but more so in the 1970s than 
in the 1980s. 

In all Member States, the rate of 
increase in real wages was much 
less in the 1980s than in the 1970s, 
and in two countries, Belgium and 
Denmark, real wages actually de­
clined. Despite this fall, Belgium 
experienced a reduction in employ­
ment in the 1980s. 

The gap between male and female 
wages remains significant across 
the Community, despite legislation 
on equal pay, with men earning 25% 
m o r e in m a n u f a c t u r i n g t h a n 
women, but with marked differen­
ces b e t w e e n M e m b e r S t a t e s . 
Although there has been some nar­
rowing of the gap between male and 
female wage rates, this occurred 
much more in the 1970s than in the 
1980s. 

Non-wage costs in the Community -
covering such matters as social se­
cur i ty con t r ibu t ions , pens ions , 
holiday pay, etc - vary widely, rang­
ing from almost half the cost of 
employing someone in France to as 
low as 16% in Denmark. These dif­
ferences reflect different methods of 

financing social provisions. Taking 
account of non-wage costs changes 
considerably the relative levels of 
labour costs across the Community. 

Differences in wages and labour 
costs across the Community largely 
reflect differences in labour produc­
tivity. Labour costs per uni t of 
output do not vary much from one 
part of the Community to another. 
The incentive for producers to relo­
cate from high to low-wage areas 
may therefore not be great. 

There is little evidence of any close 
relationship between relative unit 
labour costs and competitiveness as 
measured by trade performance in 
the Community market, suggesting 
that competitiveness is affected by 
many factors apar t from labour 
costs. 

A policy focused primarily on low 
r a t e s of pay will therefore not 
necessarily secure a shift in market 
shares towards the weaker coun­
t r i e s in t he Communi ty . T h a t 
depends more on their economies 
becoming s t ronger th rough im­
p roved i n f r a s t r u c t u r e , b e t t e r 
education and a more skilled and 
enterprising work force. To the ex­
tent that labour productivity can be 
raised during this process, the way 
is opened to sustainable growth of 
wages and real incomes and greater 
convergence of economic prosperity 
across the Community. 

Managing 
Human Resources 

While dynamic small and medium 
sized firms remain crucial as the 
source of new job creation, and as a 
key to adapta t ion and recovery 
within the European economy, the 
impor tance of large companies 
came more into focus as the decade 
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ended as they sought to exploit the 
market prospects opened up by the 
1992 programme. 

The way large firms recruit and 
manage their labour forces has an 
important impact on standards and 
practices within the labour market 
generally. Over the past decade, 
large firms have learnt to appreci­
a t e t h e b e n e f i t s of f l ex ib le 
operations and the importance of 
people from smaller businesses, and 
have incorporated these ideas in 
their own organisations. 

The tightening of labour market 
conditions and the current demo­
g r a p h i c t r e n d s a r e o b l i g i n g 
companies to give more attention to 
human resource management. 

High among the current concerns of 
large companies are: the education 
and skill ability of the labour force; 
working time patterns; flexible pro­
duction systems to meet global 
market conditions; the relationship 
of the company to local conditions 
and communities. 

The globalisation of marke t s is 
being matched by the globalisation 
of different managemen t ideas. 
Much rethinking is going on about 
appropriate styles of management 
and about the degree of involvement 
of the work force in the decision­
making process. 

The Japanese ways of doing things 
or the strategies of US multination­
als are becoming as much a part of 
the European labour market man­
agement scene as the practices of 
indigenous European companies. 

National Labour 
Market Policies 
Member States spend an average of 
2.5% of GDP on labour market pro­

grammes, a figure which has de­
c l i n e d in r e c e n t y e a r s as 
unemployment has fallen. Two-
t h i r d s of t h i s is s p e n t on 
unemployment compensation, with 
active policies on training, employ­
ment subsidies and special youth 
and disability schemes together ac­
counting for a third of spending. 

Most Member States now put em­
phasis on adult training, labour 
marke t adjus tment and special 
measures to help those who have 
been out of work for a long period at 
the expense of early re t i rement 
schemes and direct job creation pro­
g r a m m e s . D e s p i t e t h e fall in 
unemployment as a whole, long-
term unemployment has persisted 
and particular attention has had to 
be given to the problem. 

With fewer young people coming on 
to the labour market, the introduc­
tion of new skills into the work force 
has to be achieved more through the 
re-training of existing employees. 
Adult training schemes are there­
fore b e c o m i n g i n c r e a s i n g l y 
necessary and account for a growing 
share of labour market spending. 

In some countries, notably the UK 
and France, the scale and focus of 
l a b o u r m a r k e t po l i c i e s h a v e 
changed frequently while in others, 
notably the FRG, there have been 
only limited changes. This is partly 
attributable to differences in the de­
gree of autonomy of the labour 
market agencies in the Member 
States, and the extent of decentrali­
sation. 

The demographic changes in the 
1990s provide an opportunity to re­
duce unemployment further and to 
reintegrate those who have been out 
of work for a long time. At the same 
time, there will be pressure to im­
prove the skill levels of those in 
employment. Responding to both 

social and economic objectives will 
thus remain a challenge for the la­
bour market agencies. 

The Community's 
Structural Funds 
Disparities in income per head and 
in unemployment remain substan­
tial across the Community. From 
the beginning, the Community has 
committed resources to structural 
readjustment and the alleviation of 
serious social problems. These have 
increased and been given more 
coherent purpose under the Single 
European Act as the Community 
has expanded to include poorer, less 
developed countries. 

Under the recent reform of the 
Structural Funds, policy has been 
directed at five objectives: promot­
ing the development of the least 
developed regions; assisting areas 
suffering industrial decline to read-
j u s t ; c o m b a t t i n g l o n g - t e r m 
u n e m p l o y m e n t ; he lp ing young 
people into employment; speeding 
up the adjustment of agricultural 
areas and promoting rural develop­
ment. Allied to this, the Funds have 
been linked to specific policy initia­
tives, in a variety of areas such as 
environmental protection, science 
and technology, women's employ­
ment, and rural development. 

The main policy emphasis is on 
strengthening regional and local 
economies through investment in 
infrastructure and the expansion of 
productive capacity and through 
the training and education of the 
work force. Structural Fund expen­
ditures will double in real terms 
between 1988 and 1993 when they 
will account for 25% of the Com­
m u n i t y B u d g e t . Over 60% of 
expenditure from the Funds will go 
to assisting less developed regions 
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in the least developed Member 
States. 

The key operational elements of the 
reform are closer cooperation with 
national, regional and local govern­
m e n t s a n d t h e a d o p t i o n of 
mul ti-year planning programmes. 
The aim is to pursue national, re­
g iona l and local d e v e l o p m e n t 
objectives at the same time as Com­
munity goals within a coordinated 
and coherent framework for taking 
decisions. 

Systems of monitoring and evalu­
ation have been established so that 
the performance of each programme 
can be reviewed and the content and 
d i rec t ion of s p e n d i n g a d a p t e d 
where necessary. 

Combatting 
Long-term 
Unemployment 

Although unemployment has fallen 
significantly in the Community over 
the past few years, the proportion of 
long-term unemployed - those out of 
work for a year or more - remains 
high and the duration of long-term 
u n e m p l o y m e n t h a s i n c r e a s e d . 
Long- t e rm u n e m p l o y m e n t h a s 
become a particularly entrenched 
problem in many deprived areas of 
the Community, although it is by no 
means confined to such regions. 

It has become increasingly appar­
ent tha t this problem cannot be 
tackled by general macro-economic 
policies alone, and a variety of spe­
cial measures have been targeted on 
a category of people who are in 

danger of becoming permanently 
unemployable. 

Long-term unemployment is con­
centrated in particular parts of the 
Community and among particular 
social groups. It mostly occurs in 
backward or declining areas, among 
unski l led men and women and 
people with disabilities. In some 
areas, young people are particularly 
affected. 

All Member S t a t e s in t roduced 
measures in the 1980s targeted on 
long- te rm u n e m p l o y m e n t . The 
major emphasis was initially on 
general training or retraining, and 
on publicly supported job creation 
programmes. In the North of the 
Community, national efforts have 
shifted towards more limited train­
i n g c o m b i n e d w i t h p e r s o n a l 
counselling. In the South, however, 
the emphasis has changed less. 
Shifts in policy seem to have been 
motivated as much by budgetary 
factors as by concerns about the ef­
fectiveness of different approaches, 
given the lack of proper evaluation 
or even monitoring of most pro­
grammes. 

Reducing long-term unemployment 
has become a major objective of 
Community policy with the reform 
of the Communi ty ' s S t ruc tu ra l 
Funds. In addition, the Community 
has established the ERGO pro­
gramme in order to raise awareness 
of the problem, provide information 
about policy options and to develop 
evaluation methods to identify cost-
effectiveness. Effective targeting is 
seen to be an important factor be­
h i n d t h e s u c c e s s of p u b l i c 
intervention. 

Prospects 

The outlook for the Community 
economy and Community employ­
ment remains favourable. Economic 
growth is projected to moderate 
somewhat from the high rates in 
1988 and 1989, but output should 
nevertheless increase in 1990 and 
1991 by around 3% a year - higher 
than the annual average in the 
1980s. 

After the record increases of 1988 
and 1989, employment is expected 
to continue to increase substan­
tially - by 1.5% in 1990 and 1% in 
1991. In absolute terms about 3 mil­
lion jobs are expected to be created 
in these two years. Manufacturing 
employment is also expected to ex­
pand, reversing the decline of past 
years. 

While unemployment should con­
tinue to fall in most Member States, 
it will do so at a slower pace than in 
the last two years, and it will still 
remain at a high level. Long-term 
unemployment will remain a prob­
lem requiring specific attention - it 
will not be resolved through econ­
omic expansion alone. 

A major reason why increased em­
ployment is not expected to reduce 
unemployment significantly is that 
the labour force is expected to grow 
by more than 2 million in 1990 and 
1991. This increase is the result of 
both higher activity rates - people, 
especially women, being attracted 
into the labour force by the availa­
bility of jobs - and the growth in the 
population of working age, largely 
as a result of immigration. 
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Chapter 1 Employment in the Community and the 
Challenge of the 1990s 

Employment has risen markedly in recent years. What kind 
of jobs have heen created and where did the largest increases 
occur? What are the key trends likely to affect employment in 
the 1990s? 

Introduction 

For the past three years, employ­
ment has been increasing in most 
parts of the Community at a rate 
unprecedented since the 1950s. As 
a result unemployment, which had 
risento 11% in 1986, has come down 
to below 99c. The fall, however, has 
been considerably less than might 
have been expected given the sub­
stantial creation of new jobs. The 
great majority of these jobs have 
been filled not by people moving out 
of unemployment but by new en­
t r a n t s to t h e l a b o u r m a r k e t . 
Equally, a large proportion of the 
jobs have been part-time ra ther 
than full-time, and more have been 
taken by women than by men. 

This chapter examines the recent 
growth in employment in the Com­
munity, and identifies the nature of 
the jobs created and the areas of 
activity in which they have oc­
curred. More generally it indicates 
the main features of current trends 
in labour force growth and the 
structure of employment, and high­
lights prospective changes over the 
coming decade. It provides a back­
ground to the discussion of policy 
issues in other chapters. 

The chapter focuses, first, on the 
change in employment and unem­
ployment in the Community over 
the past decade, making a compari­
son with other industrialised parts 
of the world, and drawing attention 
to the marked differences in labour 
force participation which exist. 

Secondly, it examines changes in 
the sectoral distribution of employ­
ment across the Community in the 
1980s, indicating the importance of 
the shift towards service activities, 
away from manufacturing and agri­
culture. 

Thirdly, it looks in detail at the in­
crease in Community employment 
which occurred between 1985 and 
1988 after several years of slow out­
put growth and little, if any, net job 
creation. It indicates not only what 
kind of jobs were created over this 
period and who filled them, but also 
where in the Community the largest 
expansion in employment occurred, 
and where, in contrast, it fell. 

Fourthly, it examines the conse­
q u e n c e s of t h e h i g h r a t e of 
employment creation for unemploy­
m e n t , i n d i c a t i n g which of t he 
people out of work had most success 
in finding jobs over this period. 

Fifthly, the chapter sets out the 
demographic trends affecting the 
size and age composition of the 
Community's work force. It shows 
t h a t there will be fewer young 
people than before entering the la­
bour market over the coming decade 
and beyond, and that the average 
age of those in employment will pro­
gressively increase. 

In this context, it examines recent 
t r e n d s in t h e p a r t i c i p a t i o n of 
women in the labour force and mi­
gration flows, both of which are 
relevant to any assessment of the 
future availability of labour in the 
Community. 

Finally, there is a review of the 
main features of Central and East­
ern European economies, which are 
a major potential source of addi­
t i o n a l l a b o u r for C o m m u n i t y 
businesses as well as of market 
growth, as these economies become 
more open and as relations with the 
Community become closer. The aim 
is not to analyse potential develop­
ments, but simply to provide basic 
in format ion about the i r demo­
graphic characteristics, the size and 
composition of their labour force 
and its sectoral distribution, and 
about the size and nature of present 
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1 Share of Working-Age Populat ion in Employment 
in the Community and Elsewhere 1969-1989 

2 Unemployment Rates in the Community and 
Elsewhere 1969-1989 

% Labour Force 
Ί 15 

1969 1974 1979 1984 

t r a d e flows be tween the Com­
m u n i t y and the n e i g h b o u r i n g 
economies to the east. 

Employment and 
Unemployment 
Developments 
in the 1980s 

In the period from 1973 - when econ­
omic growth first slowed down from 
the high rates of the 1950s and 
1960s - to the mid-1980s, employ­
ment in the Community failed to 
keep pace with the growth in the 
p o p u l a t i o n of w o r k i n g age 
(Graph 1). The Communi ty , in 
other words, failed to create suffi­
c i e n t new j o b s to p r o v i d e 
employment to those coming onto 
the labour market without causing 
growing unemploymen t among 
exist ing workers (Graph 2). By 
1985, the rate of unemployment 
across the Community had reached 
11%. 

This was in marked contrast to the 
performance of the US, Japanese 
and other Western European econ­
omies , which also exper ienced 
significant growth in young people 
coming onto the labour market, es­
pecially the US. In all of these 
countries, any fall in employment 
relative to working-age population 
was of short duration and unem­
ployment (except in the US where it 
peaked in 1982 at below 10%) was 
kept down. 

The inadequate employment cre­
ation record of the Community was 
described in the 1989 Employment 
in Europe Report. In recent years, 
however, the Community's perfor­
mance has improved. Employment 
increased by 1.7% in 1989, improv­
ing on t h e h igh g rowth r a t e s 
achieved in both 1987 and 1988. The 
number of new jobs created over 
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these three years in the Community 
as a whole was greater than for any 
comparable period since the 1950s. 
As a result, the proportion of work­
ing-age population in employment 
increased significantly between 
1986 and 1989. Indeed the Com­
munity's performance in creating 
jobs over this period was superior to 
that of Japan and European coun­
tries outside the Community, and 
unemployment also came down 
more than elsewhere. 

Despite this improvement, the em­
ployment-population ratio , i.e. the 
proportion of the population aged 
15-64 years in employment in the 
Community, at around 60%, re­
mains well below the levels in the 
rest of Europe, the US and Japan, 
where it is over 70%. The difference 
not only reflects the relatively high 
rate of unemployment in the Com­
munity - which averaged 9% of the 
labour force in 1989 as compared 
with 5% in the US and only 2% in 
Japan and the rest of Europe. It also 
reflects much lower participation 
r a t e s in C o m m u n i t y M e m b e r 
States. 

The recent expansion of employ­
ment in the Community is notable, 
moreover, insofar as it has occurred 
at a time when the growth of output 
- which is usually the main determi­
n a n t of job creat ion - was not 
especially high, at least when com­
pared with the 1960s. GDP growth 
has averaged only around 3.5% a 
year since 1986, a rate of increase 
which in the past, would have been 
associated with little, if any, net 
new job creation. The composition of 
the jobs created up to 1988 is exam­
ined below. 

This change in the relationship be­
tween output and employment was 
noted in the 1989 Employment in 
Europe Report, but the reasons for 
the change remain unclear. In part 

it may owe something to the rela­
tively high proportion of jobs which 
are part-time rather than full-time. 
The fact that most of the new jobs 
are in services where output per 
head tends to be less than in manu­
facturing is another par t of the 
explanat ion. The relat ively low 
growth of real wages during this 
period may also be a factor insofar 
as it has encouraged employers to 
take on more labour (see Chapter 4). 
In addition, there is the possibility 
that employers may have opted for 
more labour-intensive patterns of 
p r o d u c t i o n due to c h a n g e s in 
relative factor costs. 

It is worth noting that a similar 
change in the output-employment 
relationship is evident in the US 
and Japan. In the US, in particular, 
where the growth of the working-
age population and therefore of the 
available labour force has been high 
for some years, the rate of job cre­

ation has also been high, despite 
comparatively modest growth of 
output. 

Sectoral Changes 
in Employment 
in the 1980s 

The service sector has become pro­
gressively more important in the 
Community as the economies of the 
Member States have developed and 
as levels of real income have in­
creased. In particular, a growing 
propor t ion of the Communi ty ' s 
work force has become employed in 
service activities so that they now 
account, on average, for around 60% 
of total employment. 

There are three main reasons for 
the relative growth of jobs in ser­
vices. In the first place, the demand 
for many services increases as 

Distribution of Employment in Agriculture 1988 
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Distribution of Employment in Industry 1988 
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people get richer. Secondly, as econ­
omies develop, ce r t a in service 
activities which were previously 
performed in other sectors (such as 
transportation of goods or account­
ing) tend to get hived off to specialist 
companies which can do them more 
efficiently. Thirdly, the growth of 
output per person employed tends 
to be lower in services than in other 
sectors partly because the personal 
nature of the activity often limits 
the extent to which people can be 
replaced by machines, though com­
puter technology is beginning to 
change this. 

The acute problems of measuring 
output in services, because of the 
intangible nature of the product 
produced, make it difficult to be 
sure about the relative importance 
of these three factors. All of them 
have probably been at work to some 
extent. 

The proportion of the work force 
employed in services does vary 
across the Community, however. It 
tends to be highest, as might be 
expected, in the most developed, 
high income countries, such as Den­
mark or the Netherlands, where it 
is close to 70%, and lowest in the 
least developed, poorer countries 
like Portugal and Greece, where it 
i s 44% a n d 48% r e s p e c t i v e l y 
(Map 5). 

There is, however, one notable ex­
ception. The FRG, which is among 
the most prosperous and most high­
ly d e v e l o p e d s t a t e s in t h e 
Community, has a comparatively 
small proportion of its work force 
employed in services. Indeed it has 
proportionately fewer people em­
ployed in services than Ireland, and 
a similar percentage to Spain. By 
contrast, the proportion of the Ger-
m a n w o r k force e m p l o y e d in 
industry is higher than anywhere 
else in the Community (Map 4). The 
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strength of the German economy is 

clear ly r e l a t ed to th i s charac­

teristic. 

Over the 1980s, the share of employ­

ment in services increased in all 

Member States, while the propor­

tion of people employed in industry 

fell in all Member States for which 

figures are available, bringing it 

down to around 33% in the Com­

munity as whole (Graph 6). There 

was also a fall in agriculture in all 

countries, including the UK where 

the proportion is already the lowest 

in the Community at under 3%. 

Changes in Employment 

in Industry in the 1980s 

The relative importance of different 

kinds of industrial activity varies 

across the Community. In the less 

developed Member States, a com­

p a r a t i v e l y h igh p r o p o r t i o n of 

industrial workers are employed in 

basic manufactures, like textiles, 

clothing, footwear and food process­

ing , w h i c h t e n d to be l a b o u r 

intensive. In Greece and Portugal, 

for example, around half of those 

working in industry are employed 

in such sectors (Graph 7). 

In the more developed countries, a 

higher proportion tends to be em­

ployed in engineering and related 

activities. The FRG is the principal 

example with over half of all the 

people working in industry being 

employed in such areas in 1988. 

This represents some 15% of its 

total work force, a figure far in ex­

cess ofthat in other Member States. 

Over the 1980s, the proportion of 

the total work force employed in 

most sectors of industry declined in 

most Member States. The fall was 

particularly large in mining and 

chemicals. The fall in engineering 

and metal manufacture was par­

6 Sectoral Distribution of Employment in the Member 

States 1979 and 1988 
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ticularly pronounced in the UK, 
where the rate of decline in employ­
ment in industry was greater than 
anywhere else in the Community, 
Luxembourg apart. 

Changes in Employment 
in Services in the 1980s 

The proportion of the work force 
employed in retail and wholesale 
distribution, t ransport and com­
m u n i c a t i o n s , a n d h o t e l s a n d 
catering - which are for the most 
par t basic service activities - is 
much the same in each Community 
country. In 1988, the proportion 
ranged from 21-22% in Portugal 
and the FRG to 26-28% in Spain, 
I taly, the UK and Luxembourg 
(Graph 8). Over the past decade, 
this proportion showed little change 
in the Northern parts of the Com­
munity, the UK and Luxembourg 
apart. 

Banking, finance and insurance, in 
contrast, vary significantly in im­
portance in terms of employment 
across the Community, with the 
less developed states having signifi­
cantly fewer people employed in 
these activities than the more ad­
vanced countries. Whereas in the 
UK, the Netherlands and Luxem­
bourg, 10% or more of the total work 
force were employed in financial 
services, in Italy, Portugal and 
Greece the figure was less than 5%. 
In all countries, the proportion em­
ployed in the f inancia l sector 
increased during the 1980s, in most 
cases considerably. 

Employment in public administra­
tion, education, health and other 
services activities also tends to vary 
across the Community broadly in 
line with the stage of development a 
country has reached and its pros­
perity. As a proportion of total 
employment it ranges from over 

Share of Branches of Services in Total Employment 
in the Member States 1979 and 1988 

% Total employment 
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30% in Denmark, the Netherlands, 
Belgium and France to around 20% 
in Greece, Spain and Portugal . 
Again the FRG is the exception to 
the general rule, with a figure of 
only 25% employed in this sector. 
During the 1980s, the proportion 
increased in all Member States. 

Employment Growth 
in the Community 
1985 to 1988 

Since the mid-1980s, the Com­
munity has enjoyed a dramatic 
upturn in employment, with jobs 
being c rea ted across the Com­
munity at a rate unprecedented 
since the 1950s. Although no de­
tailed figures as yet exist for 1989, 
when the growth of employment 
cont inued a t a high r a t e , it is 
possible (from the Community's La­
bour Force Survey) to examine the 
change in employment during the 
three years from 1985 to 1988 in 
order to obtain some overall im­
pression of the kind of jobs created, 
and the people who filled them. 

Over the Community as a whole, 
employment increased by around 
4% between 1985 and 1988. This 
represents a net addition of 4.8 mil­
lion jobs during these three years, 
1.9 million filled by men, 2.8 million 
by women (Graph 9). Significantly, 
however , th i s inc rease in jobs 
caused only a very small reduction 
in unemployment. While the num­
ber of unemployed men fell by 
almost a million, the number of 
women out of work actually rose by 
over 400 thousand. 

The extra jobs created were filled, 
not so much by the unemployed, but 
by young people coming onto the 
labour market for the first time -
who accounted for over half of the 
increase in employment - and by 
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people who up until finding a job, 
had not been counted as unem­
p l o y e d a t a l l . T h e s e w e r e 
predominantly women who were 
not previously included in the la­
b o u r force b u t who took up 
employment during this period once 
work became available. This in­
crease in participation, over and 
above the increase in the working-
age population, accounted for some 
2 million of the rise in employment, 
or for over 30% of the net addition 
to the people at work (Graphs 9 
and 10). 

The experience over this period 
demonstrates forcibly how difficult 
it is to get unemployment down 
when the population of working-age 
is increasing and when rates of par­
ticipation are still relatively low, 
concealing - it would seem - many 
women and some men who would 
take jobs if they were available. One 
implication is clear - a massive and 
continuing expansion in employ­
m e n t will a lmos t ce r t a in ly be 
necessary in order to reduce unem­
ployment to more acceptable levels 
over the coming years. Even with 
the much smaller increase in the 
working-age population which is 
now in prospect, a net increase of 
some 25 million jobs or more could 
well be required in order to reduce 
unemployment to 5% in the Com­
munity, if recent experience is an 
accurate guide. 

Of the net addition to jobs in the 
period 1985 to 1988, 40% went to 
men, 60% to women (Graph 9). In­
formation on the full-time/part-
time breakdown of new jobs created 
is incomplete because da ta for 
Spain and Portugal are not avail­
able for 1985. Taking this into ac­
count, over 35% of the additional 
employment was part-time, the ma­
jority of this (25% of the total in­
crease) being part- t ime jobs for 
women (Graph 11). About a quarter 

I 
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11 Contribution of Changes in Part-Time and 

Full-Time Employment to Net Employment 

Growth in the Community 1985-1988 
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of the increase in male employment 

was part­time. 

Employment Growth 

in Member States, 

1985 to 1988 

The change in employment between 

1985 and 1988 varied considerably 

across the Community. It ranged 

from a rise of around 3­3.5% a year 

in Spain and Portugal, just under 

2% in the UK and Denmark, to a 

rise of less than 0.5% a year in 

France and an actual fall in Bel­

gium (Graph 12). 

A notable feature of the trends dur­

ing this period was that the change 

in employment experienced by dif­

ferent countries seems to have been 

only partly related to the rate of 

growth of output. Denmark showed 

an above average rise in employ­

ment with a growth rate of GDP 

way below the Community average 

at under 1% a year ­ far lower than 

Belgium where employment fell. 

Italy experienced above average 

growth, yet the increase in employ­

ment was well below average. On 

the other hand, it should be noted 

that the three countries showing 

the highest rate of output growth 

over the three years ­ the UK, Por­

tugal and Spain ­ also had the 

largest increase in employment. 

The lack of a close relationship be­

tween output and employment is 

only partly explained by the tend­

ency for employment growth to lag 

output growth by 6 months or more. 

The varied experience of the last 

three years indicates that growth in 

itself is not the sole determinant of 

job creation and changes in unem­

ployment. Other factors are clearly 

important. 
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In all Member States, the fall in 

numbers of unemployed between 

1985 and 1988 was substantially 

less than the additional number of 

jobs created. Only in Portugal and 

the UK were a significant propor­

tion of the extra jobs created filled 

by people who had previously been 

counted as unemployed (Graph 13). 

Moreover in Italy, although employ­

m e n t rose d u r i n g th i s per iod , 

unemployment also increased. In 

severa l coun t r i e s , pa r t i cu l a r ly 

Spain, France and Italy, a large pro­

portion of the rise in employment 

can be attributed to new entrants to 

the labour market as the working­

age population has increased. The 

addition to the labour force not due 

to an increase in the working­age 

population is by definition the re­

sul t of inc reased pa r t i c ipa t ion 

(mainly of women). This repre­

sented a major source of the rise in 

employment in some countries, not­

ably in the FRG, where it accounted 

for 90% of employment growth 

(Graphs 13 and 14). Belgium, how­

ever, was significantly different 

from other countries. Here, despite 

the fall in employment, unemploy­

m e n t also fell as working­age 

population and the number of par­

ticipants both declined. 
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15 Changes in Total Employment of Men and Women in 
the Member States 1985-1988 
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In all Member States, female em­
ployment increased significantly 
more than male employment be­
tween 1985 and 1988. The only 
exception was the FRG where em­
ployment of men and women rose at 
a similar rate. In most countries, 
the percentage increase in female 
employment was at least twice the 
increase for men (Graph 15). The 
most striking difference was in Bel­
gium where the employment of 
women grew by 3% while male em­
ployment declined by a similar 
amount. 

In a majority of countries, part-time 
employment increased at a signifi­
cantly higher rate than full-time 
employment between 1985 and 
1988 (Graph 16). In some countries 
however, the share of part- t ime 
work fell. In Denmark part-time 
employment of women increased 
only slightly compared to other 
forms of employment, and in Spain, 
where data are only available from 
1987, the number of part-time wor­
kers - particularly men - actually 
declined. 

The apparent trend towards part-
time working is possibly a reflection 
of the search for more flexible work­
ing pat terns in the Community, 
coupled with ever greater pressure 
to keep labour costs down and to 
reduce the proport ion of these 
which are overhead or fixed costs. 
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Sectoral Changes 
in Employment 

The additional jobs created between 

1985 and 1988 were predominantly 

in service activities. Employment in 

services increased in every Com­

munity country over this period by 

an average of around 5%. The rise 

varied, however, from less than 1% 

in Belgium to around 10% in the UK 

and Luxembourg, and over 15% in 

Spain and Portugal (Graph 17). 

By contrast, few extra jobs were cre­

ated in industry, employment in 

this sector changing by very little in 

the Community as a whole during 

these three years. However in the 

less developed countries, Spain and 

Portugal in particular, employment 

increased significantly. 

In agriculture, the numbers em­

ployed appear to have continued to 

decline significantly in most Mem­

ber S ta te s , a l though the exact 

changes are difficult to measure, be­

cause of p rob lems of def in ing 

employment in this sector. 

In most parts of the Community, 

therefore, jobs have to be created in 

either services or manufacturing to 

compensate for the continuing fall 

in agricultural employment as well 

as to absorb natural labour force 

growth and those still unemployed. 

Within the service sector, employ­

ment increased most in heal th, 

education and other services, which 

accounted for over 2 million, or 

around 45%, of all the additional 

jobs created between 1985 and 1988 

(Graph 18). Retail distribution, ho­

tels and catering also showed a 

significant expansion in the num­

bers employed, as did banking, 

finance and insurance. Each sector 

accounted for over 25% of the net 
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19 Trends in the Structure of the Working-Age Populat ion 

in the Community 1961-2025 
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growth of employment in the Com­

munity as a whole. 

In industry, the main growth area 

in terms of jobs was construction 

which accounted for over 5% of net 

employment growth. In other broad 

areas, the number of jobs either re­

mained largely unchanged or fell. 

Changes in 

Unemployment 

As noted above, changes in unem­

ployment between 1985 and 1988 

varied significantly from country to 

country in the Community. The fall 

in the rate of unemployment was 

most marked in Belgium, Portugal 

and the UK, while most other Mem­

ber States showed little change or, 

in the case of Italy, an increase. The 

fall from 10.7% to 10% which oc­

curred over the Community as a 

whole was almost entirely due to a 

decline in male unemployment. 

While the rate of unemployment for 

men fell from 9.3% to 8.2% over this 

period, the rate for women declined 

only marginal ly, from 12.9% to 

12.8%. Indeed , t h e n u m b e r of 

women recorded as being unem­

ployed actually increased during 

these three years (Graph 9), but be­

cause of a large rise in the female 

labour force, the rate went down, 

even if only slightly. 

Demographic Trends 

Until recently, the Community had 

experienced a significant growth in 

the numbers of young people com­

ing onto the labour market. This era 

­ the after­effect of the post­war 

baby boom ­ is now at an end. 

In the 1990s and beyond, the pros­

pect is for the number of young 

people entering the labour market 

each year to decline. Since women 
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in the Community are tending to 
have fewer children as time goes on, 
this trend seems likely to continue 
well into the next century. Whereas 
young people aged between 15 and 
24 now represent around 23% of the 
working-age population in the Com­
munity, by the year 2025 on present 
trends this proportion will have de­
clined to only 18% (Graph 19). 

At the same time as fewer people 
are coming of working age, the aver­
age age of the rest of the labour force 
is rising as the people who first 
started working over the past ten 
years grow older. At present, some 
16% of people of working age are 55 
years old or more. By the year 2025, 
this proportion will be 22%. At that 
time 55% of the Community's work­
ing-age population will be over 40 
years old as compared with less 
than 45% now (Graph 19). 

The ageing of the working-age popu-
l a t i o n is p a r t of t h e g e n e r a l 
tendency for the average age of the 
population as a whole to increase. 
One consequence is that a growing 
number of old people will need to be 
supported financially by propor­
tionately fewer people of working 
age (Graph 20). An equally import­
a n t i m p l i c a t i o n c o n c e r n s t h e 
difficulties it creates for improving 
the skill level of the work force. In 
the pas t , improvements in the 
quality of the labour have come, in 
large measu re , from recru i t ing 
young people with more knowledge 
and understanding of science and 
technology than the previous gener­
ation. This option will be less open 
in the future. 

This trend towards an older work 
force is also evident in the Com­
munity's main trade competitors. 
Both the US and Japan will experi­
ence a fall in the numbers of young 
people coming of working age over 
the 1990s and beyond, and they will 

also have an increasing proportion 
of people aged over 40. However, the 
trend is less pronounced in their 
case than it is in Europe (Graph 21). 

In the newly-industrialising coun­
tries of South-East Asia, which are 
a growing competitive th rea t to 
Community producers, the current 
age-structure of the population dif­
fers markedly from tha t of the 
Community. There, around 35% of 
people of working age are under 25 
and less than 30% are older than 40. 
This clearly gives these countries a 
significant potential advantage in 
terms of the receptability of the 
work force to training and to the 
acquisition of new skills. 

However, the economies of South-
Eas t Asia will, eventually, also 
experience an ageing of their work 
force. By 2025, they are likely to 
have a population age-structure 

which is almost identical to that of 
the Community now (Graph 21). 

Migration 

Trends in working-age population, 
however, only give a first approxi­
mation of the Community's labour 
force in future years. What happens 
to the size and age-structure of the 
work force depends also on other 
factors - trends in migration and in 
participation rates. 

As regards migration, the Com­
munity has gained population over 
the long-term as more people have 
moved into Member States from the 
rest of the world than have moved 
out. The increase from this source 
was small, however, during the 
1980s. In the four years 1984 to 
1987, it averaged less than 0.1% of 
total Community population, or 
only just over 300 thousand a year 
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22 Net Community Immigration 1970-1988 
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(Graph 22). Nevertheless it has 
become slightly more important in 
the past two years. In 1988, net 
immigration amounted to almost 
0.2% of Community population, at 
around 565 thousand. In 1989, 
though no official figures are yet 
available, it was almost certainly 
larger still because of the influx 
from Central and Eastern Europe. 

The bulk of net immigration into the 
Community is accounted for by the 
FRG. In 1988, German population 
was increased by over 450 thousand 
as a result of migration flows, a rise 
of almost 0.8% (Graph 23). Net im­
migration was minimal in other 
Member States, although in Lux­
e m b o u r g i t a d d e d over 1% to 
population. Ireland was the only 
country for which emigration ex­
ceeded i m m i g r a t i o n , as young 
people continued to leave to look for 
work in other countries. 

23 Net Immigration in the Member States 1988 
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Over the past ten years, the partici­
pation of women of working age in 
the labour force has risen from 37% 
to 44%> in the Community as a 
whole. This has added over 7 million 
to the Community work force dur­
ing this period. On the other hand, 
the participation of men has fallen 
from almost 70% to just over.68%, 
reducing the Community work force 
by about 1 million in the same peri­
od. Since the participation rate of 
women in Member States is still 
some way below that in other com­
parable countries, it can be expected 
to increase further so long as em­
ployment opportunities continue to 
expand. 
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Key Employment Indicators in the Community 

Total 
Total population 
Population of working-age (14-64) 
Total employment 
Ratio of employment to working-age population 65.3% 

Total unemployment 
Unemployment rate 
Youth ( 14-24) unemployment rate 

Employment in agriculture 
Employment in industry 
Employment in services 
Share of employment in agriculture 
Share of employment in industry 
Share of employment in services 

Men 

Total population 
Total employment 

Total unemployment 
Unemployment rate 
Youth (14-24) unemployment rate 

Employment in agriculture 
Employment in industry 
Employment in services 
Share of employment in agriculture 
Share of employment in industry 
Share of employment in services 

Women 

Total population 
Total employment 

Total unemployment 
Unemployment rate 
Youth (14-24) unemployment rate 

Employment in agriculture 
Employment in industry 
Employment in services 
Share of employment in agriculture 
Share of employment in industry 
Share of employment in services 

1965 

293.2 
188.0 
122.6 

65.3% 

2.6 
2.1% 

20.1 
49.5 
53.1 

16.4% 
40.3% 
43.3% 

1975 

312.2 
198.1 
124.8 

63.0% 

5.5 
4.3% 

13.9 
48.3 
62.2 

11.2% 
38.8% 
50.0% 

151.9 
82.2 

3.3 

160.3 
42.5 

2.3 

1985 

322.0 
216.0 
124.3 

57.6% 

14.9 
10.8% 
23.1% 

10.5 
40.7 
73.1 

8.5% 
32.7% 
58.8% 

156.6 
78.1 

8.0 
9.4% 

21.4% 

6.8 
31.4 
39.9 

8.8% 
40.1% 
51.1% 

165.4 
46.2 

6.9 
12.9% 
25.0% 

3.7 
9.4 

33.0 
8.0% 

20.5% 
71.6% 

1986 

322.8 
216.9 
125.3 

57.8% 

14.9 
10.7% 
22.3% 

10.1 
40.6 
74.6 

8.1% 
32.4% 
59.5% 

157.0 
78.2 

7.8 
9.2% 

20.6% 

6.5 
31.2 
40.5 
8.4% 

39.9% 
51.7% 

165.8 
47.0 

7.1 
13.0% 
24.3% 

3.5 
9.4 

34.0 
7.5% 

20.1% 
72.4% 

1987 

323.6 
217.6 
128.1 

58.9% 

14.6 
10.3% 
20.9% 

9.7 
41.2 
77.2 

7.6% 
32.2% 
60.2% 

157.5 
79.6 

7.4 
8.6% 

18.8% 

6.4 
31.6 
41.7 

8.1% 
39.7% 
52.2% 

166.1 
48.6 

7.2 
12.9% 
23.3% 

3.5 
9.5 

35.6 
7.3% 

19.8% 
72.8% 

Units :. 
1988 

324.6 
219.0 
130.5 

59.6% 

13.8 
9.7% 

19.6% 

9.4 
41.5 
79.5 

7.3% 
31.8% 
60.9% 

157.5 
80.5 

6.7 
7.8% 

17.2% 

6.1 
31.9 
42.5 
7.6% 

39.6% 
52.8% 

166.5 
49.9 

7.1 
12.5% 
22.2% 

3.3 
9.7 

37.0 
6.6% 

19.3% 
74.1% 

Millions 
1989 

326.1 

132.6 

12.7 
9.0% 

17.4% 

9.0 
42.1 
81.4 
6.8% 

31.7% 
61.5% 

158.8 
81.2 

6.0 
7.0% 

14.9% 

167.3 
51.4 

6.7 
11.9% 
20.1% 

I 
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Struc ture of Populat ion and Working-Age Populat ion in Central and 

Eas tern Europe and USSR 1960-2025 
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Employment in Central and Eastern Europe 

Population 

The total population of Central and 
Eastern Europe - Albania, Bulgaria, 
the German Democratic Republic 
(GDR), Poland, Hungary, Czechos­
lovakia, Romania and Yugoslavia -
at present stands at around 140 mil­
lion. Of these some 93 million are of 
working-age. This compares with a 
total population in the Community 
of around 320 million, of whom just 
under 220 million are of working 
age. The Soviet Union's population 
totals around 285 million, some 185 
million of whom are of working age. 

Of the Central and Eastern Euro­
pean c o u n t r i e s , Po land is t he 
largest by some way with a total 
population of 38 million and with 25 
million between the ages of 15 and 
64. Yugoslavia and Romania are the 
next largest, with populations of 
around 23 million in both cases and 
working-age populations of 15-16 
million. Of the other countries, the 
GDR and Czechoslovakia are of a 
similar size with populations of just 
over and just under 16 million re­
spect ively , wi th 10-11 mi l l ion 
people aged between 15 and 64, 
while Hungary and Bulgaria have 
9-10 million people and working-
age populat ions of 6-7 million. 
Albania, which is one of the least 
developed and as yet least demo­
cratic countries, has a population of 
only 3 million, 2 million of whom are 
of working age. 

The growth in population of the 
Central and Eastern Europe coun­
tries is projected to be less in the 

! 

future than in the past, much less 
than 1% a year rather than over 1% 
year. Within the total, the propor­
t ion of people aged over 64 is 
forecast to increase from 11% at 
present to 16% in 2025, while the 
proportion of children is projected to 
dec l ine by a s i m i l a r a m o u n t . 
(Graph 24). The demographic pro­
jections for the Soviet Union show 
similar trends, though slightly less 
marked (Graph 25). 

Both sets of projections have similar 
features to that for the Community 
(Graph 20) in the sense that the 
populations are ageing. The trends 
in this direction, however, are some­
what less pronounced than for the 
Community where, by the end of 
this decade, the proportion of people 
who are over 64 will be greater than 
the proportion of children aged 
under 14. This is associated with an 
marked increase in the dependency 
ratio (the number of people over 64 
relative to the population of work­
ing age). Although the countries in 
Central and Eastern Europe will 
also experience the same phenome­
non it is likely to be slightly smaller 
in scale. The working-age popula­
tion in both Central and Eastern 
Europe and the Soviet Union has 
grown significantly over the past 30 
years, the rate of increase averaging 
around 1% a year in each case. Over 
the next 30 years, the rate of in­
crease will be much less, very little 
at all in Central and Eastern Eu­
rope and just over 0.5% a year in the 
Soviet Union (Graphs 26 and 27). 

At present, some 22% of the popula­
tion of working age is under 25 in 

Central and Eastern Europe and in 
the Soviet Union, almost the same 
proportion as in the Community. 
Jus t over 40% are over 40 years old 
in both cases, a slightly lower figure 
than in the Community. 

Trends towards an ageing work 
force in the future are similar in 
Centra l and Eas te rn Europe to 
those in the Community. The pro­
portion of young people under 25 
years old is set to fall below 20% by 
the year 2025, while the proportion 
of people over 40 years old is likely 
to rise to 50%. Trends in the Soviet 
Union, although in the same direc­
tion, are much less pronounced. 

However, all the projections of 
population for Central and Eastern 
Europe described here are sur­
rounded with uncertainty. Since 
they were prepared before the re­
cent opening of these countries 
began, they take no account of pros­
pective migration flows. It is clear 
from recent experience that signifi­
cant numbers of people could move 
from Central and Eastern Europe in 
search of work in the Community 
and other countries as they become 
free to do so. 

For the GDR in particular, present 
estimates are that after an outflow 
of 340 thousand in 1989, emigration 
to the FRG could be 285 thousand in 
1990 and 180 thousand in 1991, 
which would mean a decline in its 
population instead of the largely 
stable figure included in the most 
recent demographic projections. A 
similar phenomenon, although al­
most certainly on a smaller scale, 
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28 Male and Female Labour Force in Central and 
Eastern European Countries 1990 

Millions 

could equally occur in the other 
countries. 
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Employment 

The data available on employment 
in Central and Eastern Europe in­
volve some estimation and are not 
as reliable as the statistics for the 
Community. Moreover, allowance 
needs to be made for possible dif­
f e r e n c e s in t h e d e f i n i t i o n of 
employment between the two re­
gions. 

On the basis of data complied by 
ILO, employment in the Central 
and Eastern European economies 
totalled some 60 million in 1988. Of 
this, just under 19 million were in 
Poland, around 9 million in the 
GDR and just under 8 million in 
Czechoslovakia and Romania. In all 
of the countries, women account for 
a much higher proportion of the 
work force, Yugoslavia apart, than 
in the Community (Graph 28). 

Given these employment figures, it 
appears that a higher proportion of 
the working-age population is em­
ployed in Cent ra l and Eas t e rn 
Europe than in the Community. In 
total, 66% of the population aged 
between 15 and 64 was in employ­
m e n t in C e n t r a l and E a s t e r n 
Europe in 1988 as compared with 
59% in the Community (Graph 29). 
This difference is due entirely to 
differences in the rate of employ­
ment of women. Whereas for men 
the average employment rate in the 
Central and Eastern Europe was 
slightly lower than in the Com­
m u n i t y , for w o m e n , i t w a s 
subs tant ia l ly higher at 60% as 
against just 45%. 

As in the Community, employment 
rates in the East show some dif­
ferences as between countr ies . 
Whereas in the GDR, the rate ap-
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pears to have been around 80% in 

1988 for both men and women, and 

around 70% in Czechoslovakia, 

Hungary and Poland, in Yugosla­

via, which is among the poorest as 

well as among the most market­

or iented of the economies, the 

overall rate appears to be not much 

higher than 40% (Graph 30­). The 

ra te for women is es t imated at 

under 35% ­ similar to rates in the 

poorer, less developed parts of the 

Community. 

Employment 

by Sector 

In contrast to the Community, the 

labour force in Central and Eastern 

Europe is much more extensively 

employed in agriculture and indus­

try than services. In Central and 

Eastern Europe as a whole, employ­

ment in services accounts for under 

40% of t o t a l e m p l o y m e n t 

(Graph 31), a figure slightly below 

the proportion employed in services 

in Portugal and Greece and well 

below the Community average of 

over 60%. This is partly a reflection 

of the different stage of economic 

development which the two regions 

have reached, though to an import­

ant extent it is due to the emphasis 

on industrial production which has 

prevailed in these economies under 

central planning. In the more mar­

ket­oriented countries of the East ­

H u n g a r y a n d Y u g o s l a v i a for 

example ­ employment in services is 

at a comparable level to that in the 

Southern parts of the Community. 

Historical figures, insofar as they 

are available, indicate that over the 

past 20 years or so, few changes 

have occurred in the proportions of 

the work force employed in the 

three broad sectors. With the pros­

pective move away from central 

planning and the centralised or­

gan i sa t ion of product ion , it is 

! 
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possible that there could be far more 
pronounced shifts in employment 
between the three sectors in the 
years to come. Historical experience 
in Western Europe would suggest 
that the first tendency is likely to be 
for a movement out of agriculture 
into industry and services. How­
ever , in view of t he a p p a r e n t 
over-expansion of heavy industry 
coupled with the under-expansion 
of consumer goods industries which 
has occurred, the most marked 
change in employment might take 
place within the industrial sector as 
the pent-up demand for consumer 
goods is released. 

Prospects 

The political changes now under­
way in Central and Eastern Europe 

raise both short and long-run issues 
as far as both they and the Com­
m u n i t y a re concerned . In t he 
short-run, the process of systematic 
reform and the abolition of adminis­
t e r e d full e m p l o y m e n t in t he 
countries of Central and Eastern 
Europe as they move from a cen­
trally-planned system of economic 
organisation to a market economy 
will lead to a significant increase in 
unemployment. This gives cause for 
particular concern in a situation 
where social security provision is 
totally lacking. 

In the long-run, after the immediate 
adjustment problems have been 
overcome, there is considerable 
scope for achieving a significant ex­
pansion of trade which could both 
assist the development process in 
Central and Eastern Europe and 

provide business opportunities as 
well as employment for the Com­
munity. 

Up to now trade between the two 
parts of Europe has been small (see 
Employment in Europe 1989, Chap­
ter 3). In 1988, only around 3% of 
total Community exports of goods to 
countries outside the Community 
went to Central and Eastern Eu­
rope. For the FRG, the figure was 
4%, for the rest of the Community, 
2% (Graph 32). In both cases, the 
proportion has declined significant­
ly since 1980. 

32 Share of Extra-Community Exports of Goods going 
to Central and Eastern Europe and the USSR 

1980 and 1988 
% Extra-community exports 

Germany Rest of EC Germany Rest of EC 
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Chapter 2 Short-Term Outlook 

Employment growth continues, albeit at a slower rate. 
Unemployment falls more slowly. 

The outlook for the Community 
economy and employment remains 
favourable. Economic growth is pro­
jected to moderate somewhat from 
the very high rates of 3.8% and 3.4% 
recorded in 1988 and 1989 but out­
put should nevertheless increase in 
1990 and 1991 by around 3% a year 
- higher than the annual average for 
the 1980s. Unemployment should 
continue to fall in most Member 
States although at a slower pace 
than in the last two years. Invest­
ment and exports are projected to 
continue rising at higher rates than 
GDP. Inflation is expected to de­
cline, although not by enough to 
offset fully the rise experienced 
since 1987. On the whole, therefore, 
the pattern of economic develop­
ment is likely to display the same 
favourable features of recent years, 
but in a less pronounced way. 

As always these forecasts are uncer-
t a i n b e c a u s e e c o n o m i c 
developments are shaped by a var­
iety of forces. The measures taken 
in certain countries in the Com­
munity to correct macro-economic 
d i s e q u i l i b r i a , t h e p r o g r e s s i v e 
general tightening of monetary con-
d i t i o n s t h r o u g h o u t t h e 
industrialised world and higher ex­
change r a t e s of the E u r o p e a n 
currencies are depressing demand. 
Moreover, while trends in demand 
and supply are underpinned by the 
completion of the Internal Market, 

the transformation of the economies 
of Central and Eastern Europe and 
the process of achieving German 
economic, mone ta ry and social 
union are adding to forecasting dif­
ficulties. 

A comparison of the present fore­
cast for 1990 with that made last 
year shows that growth is now more 
dependent on the expansion of con­
sumpt ion . I n v e s t m e n t , both in 
equipment and in construction, is 
weakening somewhat. Neverthe­
less, investment is expanding at a 
higher rate than GDP for the fifth 
consecutive year, and investment in 
1991 is expected to be about 21% of 
GDP - two points higher than the 
cyclical low of 19% reached in 1986. 

The inflation forecast for this year 
has been revised upwards by a quar­
ter of a point, to about 4.7% (deflator 
of private consumption), much the 
same as in 1989. The balance of 
trade of the Community is projected 
to show a surplus of 0.5% of GDP in 
1990, slightly more than projected 
in the previous forecast. The trade 
surplus is expected to rise further in 
1991. 

Employment is rising fast and is 
now projected to rise this year by 
1.4% following a record increase of 
1.7% in 1989. Unemployment con­
t inues to fall steadily with the 
current level at around 8.5%. 

Domestic demand 
growth to slow down 

Real domestic demand in the Com­
munity should grow by about 3% in 
1990. This is less than in 1986-1989 
(just over 4% a year on average), but 
it is still well above the rate for the 
period 1983-1985. Disturbingly for 
the global economy, a similar de­
celeration in the rate of growth of 
demand is being experienced by 
most of the industrialised world. 

While gross fixed capital formation 
remains the fastest growing compo­
n e n t of domest ic d e m a n d , t he 
contribution of consumption is be­
coming increasingly important, due 
to the stronger growth of both pri­
vate and public consumption in 
1990. In 1991, real domestic de-
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mand growth is expected to grow by 

2.9% as consumption and invest­

ment weaken slightly. 

Community exports to the rest of 

the world are forecast to increase by 

about 6.8% in volume terms in both 

1990 and 1991, compared with 7% 

in 1989, assuming exchange rates 

remain at present levels but growth 

in world markets slows down slight­

ly. This is partly the result of the 

increase in the demand for Com­

munity exports which is expected to 

come from the countries in Central 

and Eastern Europe (mainly the 

GDR). In other markets, the Com­

munity is expected to experience a 

loss of market share given the high 

exchange rate of its currencies. 

Community imports from the rest of 

the world are not expected to main­

tain the high rates of growth of 

recent years given the weakening of 

domestic demand. In both 1990 and 

1991, import growth could slow to 

around 6% after an increase of 8% 

in 1989. Since 1985, domestic de­

mand in the Community has grown 

faster than domestic output and, 

cor responding ly , impor t s have 

grown faster than exports. The ex­

ternal balance, in real terms, has 

therefore made a negative contribu­

tion to GDP growth. It is expected 

that this will no longer be so in 1990 

and that in 1991 net exports will be 

adding marginally to the rate of 

growth. 

Investment growth 
decelerates 

Gross fixed investment is expected 

to expand in 1990 by 4.6% in real 

terms. While this is slower than in 

the preceding three years, growth 

remains high compared to the first 

half of the 1980s. For the fifth con­

secutive year, growth of gross fixed 

investment is projected to be higher 

than GDP. In 1991, investment is 

forecast to rise by 4% in real terms. 

The s lowdown in i n v e s t m e n t 

growth is mainly due to the effects 

of policies aimed at preventing over­

heating in many Member States, 

especially more restrictive mon­

etary policies. The deceleration is 

especially large in Belgium, Greece, 

Spain and the UK. In the UK, gross 

fixed investment could actually fall 

in 1990. 

The deceleration is particularly pro­

nounced for equipment which had 

shown very high rates of increase in 

1988 and 1989. After an increase in 

real terms of 9% in 1989, invest­

m e n t in e q u i p m e n t in t h e 

Community is expected to grow by 

6% in 1990 and 1991. In the UK, 

investment in equipment is ex­

pected to increase by only 1.7% in 

1990 after an increase of 12% in 

1989. A significant deceleration is 

also expected in Belgium, Ireland 

and Spain. 

Investment in construction is also 

likely to weaken further in 1990 and 

1991. Higher interest rates will 

take their toll on residential con­

struction. Capacity constraints and 

a weakening of pent­up demand will 
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also limit growth after some years 

of strong expansion. 

Stronger 
consumption in 1990 

The rate of growth in private con­

sumption is expected to be the same 

in 1990 as 1989 at just over 3%, 

stronger growth in the FRG offset­

ting slowdowns elsewhere. In 1991 

the rate of growth could fall below 

3% in line with projected weaker 

growth in disposable income. 

The volume of public consumption 

is projected to increase by jus t 

under 2% in 1990, in line with the 

trend of the last few years. In 1991, 

it is assumed that a new effort at 

restraint will take place, reducing 

growth to 1.5%. 

Inflation unchanged 

in 1990, but could 

decline next year 

After a trough in 1987, inflation, as 

measured by the deflator of private 

consumption, started to accelerate 

again in 1988 and 1989. On the evi­

dence of the l a s t six m o n t h s , 
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consumer prices are expected to in­
crease this year at a similar rate to 
last year. This somewhat disap­
pointing inflation forecast is the 
outcome of higher than expected 
rises in unit labour costs which are 
not completely offset by weaker im­
port prices. In 1991, inflation could 
ease if wage increases moderate as 
projected, despite a larger rise in 
import prices. 

The prices of imported goods and 
services, which had been an import­
ant factor behind rising inflation 
last year, are forecast to increase by 
only 2% on average for the Com­
munity in 1990 compared to 6.6% in 
1989. This is due to the weakening 
of the dollar and the expected stable 
trend of non-oil primary commodity 
prices expressed in dollars. Oil 
prices, which rose steeply at the end 
of last year, are not expected to in­
crease very much. Assuming real 
stability of exchange rates for the 
rest of the forecast period, import 
prices are forecast to increase by 
3.4% in 1991. 

Average wages per head in the Com­
munity are expected to increase in 
1990 by 6% - just 0.7% faster than 
the preceding year. In 1991, the in­
crease could fall to 6%, the same as 
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in 1989. The deceleration of wage 
rises in 1991 is expected to be signi­
ficant in the countries where the 
increases are now highest - Greece, 
Portugal, Italy and the UK. Given 
projected productivity growth of 
1.6% this year and 2% in 1991, unit 
labour costs would increase by 5% 
in 1990 and by 4% in 1991. Real unit 
labour costs (using the GDP defla­
tor) should remain stable in 1990. 
Next year, they could fall slightly, 
thus contributing to a further in­
c r e a s e in t h e p r o f i t a b i l i t y of 
investment. 

Budgetary 
consolidation 
marks time 

Genera l government borrowing 
over the Community as a whole 
should increase slightly in 1990 as 
a percentage of GDP and resume its 
downward path next year. The over­
all p i c t u r e , h o w e v e r , h i d e s 
i m p o r t a n t differences be tween 
Member States. In 1990, the in­
crease in total general government 
borrowing as a percentage of Com­
munity GDP is mainly the result of 
the falling surpluses and rising defi­
c i t s in t he FRG, t h e UK and 
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Portugal, which is only partly offset 
by movements in the opposite direc­
tion in other countries. If allowance 
is made for the increase in the pub­
lic deficit in the FRG related to 
exceptional factors (tax reform and 
reunification) government borrow­
ing in the Community, measured as 
a percentage of GDP, would remain 
the same in 1990 as in 1989. 

Some improvement 
in external balances 
but major internal 
imbalances remain 
The external position of the Com­
muni ty is expected to improve 
slightly in 1990 and 1991 as a result 
of a more favourable trend in the 
real balance, and an improvement 
in the terms of trade. The surplus on 
the trade balance is forecast to in­
crease from 0.2% of GDP in 1989 to 
0.5% in 1990, and to 0.7% in 1991. 
The current account is expected to 
move in parallel - small surpluses of 
0.2-0.3% of GDP are projected for 
1990 and 1991. 

However these aggregate figures 
conceal major imbalances within 
the Community. The German sur­
plus on trade on its own amounts to 
65 billion ECU or over 1% of Com­
munity GDP and is forecast to rise 
to 93 billion ECU in 1991 while the 
rest of the Community remains in 
significant deficit. 

Developments in 
the rest of the world -
slower growth of 
world output 
and trade 
In 1990, real GDP growth in the rest 
of the world is forecast to be only 
just over 2%, almost one percentage 
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point lower than last year. World 
economic growth will be depressed 
by the slowdown in the United 
States and the countries of Central 
and Eastern Europe. Among the 
EFTA count r ies , a pronounced 
slowdown is also expected in Nor­
way and Finland, while growth in 
Sweden is expected to remain low. 

The countries of Central and East­
ern Europe are suffering because of 
the transition from central plan­
ning to market economy which will 
inevitably take some t ime. The 
OPEC countries, too, are forecast to 
show some slowdown in economic 
activity, but should still achieve 
growth of 4%. The dynamic South 
East Asian economies are expected 
to grow by 6.6% - slightly less than 
last year. The group of other Asian 
developing countries is expected to 
maintain last year's growth rate of 
4%. 

Growth of world trade (measured by 
real imports of goods) in 1990 is 
likely to reflect the fall in output 
growth and is expected to be 2% 
lower than last year at just under 
6.3%. Although US imports in 1990 
are expected to rise at a similar rate 
as in 1989, imports of the indus­
trialised countries as a whole may 

be 2% lower than last year, mainly 
due to lower import growth in the 
Community, Canada and Australia. 
Another sharp fall in import growth 
is expected in the USSR. Import 
growth of the non-OPEC developing 
countries is also projected to slow to 
around 6.5% in 1990. Almost the 
only parts of the world to show an 
increase in import growth are likely 
to be the OPEC countries and the 
GDR. 

Employment 
creation continues 
but unemployment 
remains high 

After the record increases of 1988 
and 1989 - 1.6% and 1.7% respec­
tively - employment is expected to 
continue to increase substantially -
by 1.4% in 1990 and 0.9% in 1991. 
In absolute terms, about 3 million 
jobs are expected to be created in 
these two years. Employment cre­
ation is expected to be higher than 
the Communi ty average in the 
FRG, the Ne the r l ands , Luxem­
bourg, France and Spain. As was 
the case in 1988 and 1989, manufac­
turing employment is expected to 
expand again by nearly 1% in 1990 

and 1991 revers ing a tendency 
which had lasted for many years. 

Despite this strong performance, 
however, the fall in unemployment 
is only expected to be small, with the 
possibility of increases in the UK, 
Greece and the FRG (the latter re­
flecting the large immigration flow). 
The principal reason why increased 
employment is not expected to re­
duce unemployment significantly is 
that the labour force is expected to 
increase by more than 2 million in 
1990 and 1991. 

This increase is the result of both a 
higher activity rate - activity rates 
tend to rise when employment pros­
pects are good - and an acceleration 
in the growth of the working-age 
population - the result of the large 
immigration flows into the FRG. In 
recent years, the activity rate of the 
working age population in the Com­
munity has risen, responding to the 
greater availability of jobs. Com­
par i son wi th t he much h igher 
activity rates in the USA and Japan 
suggests, however, that there is still 
an important reservoir of potential 
labour in the Community, over and 
above w h a t the unemployment 
figures suggest. 
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Chapter 3 Employment Prospects and 1992 

1992 is bringing both employment growth and structural 
changes in employment. New opportunities are opening up in 
all Member States, as businesses respond to the removal of 
remaining barriers to trade. 

Introduction 

With just over two years to go before 
the completion of the Internal Mar­
ket programme at the end of 1992, 
the process of sweeping away re­
strictions on competition between 
producers in different Member 
States is well advanced. Some 60% 
of the decisions required to ensure 
completion have been officially 
adopted by Community countries. 
Moreover there are clear signs that 
significant numbers of companies 
throughout the Community, espe­
cially the larger enterprises, are 
taking specific action to prepare 
themselves for the more competi­
tive business environment which 
the 1992 programme will create. 

Although recent economic growth 
and substantial job creation are 
mainly the result of other factors, 
the decisions and actions of com­
panies in response to the 1992 
programme seem already to be hav­
ing an effect. At the very least, they 
put estimates of the employment 
consequences of the Internal Mar­
ket into perspective. Whereas the 
Cecchini Report and the associated 
forecasts of the Commission's ser­
vices (see Employment in Europe 
1989) foresaw the 1992 programme 

producing between 2 and 5 million 
additional jobs, but only after some 
initial job losses, recent experience 
has been far more positive. Since 
1986, growth of GDP in the Com­
munity has been close to 3.5% a 
year. Over this period, employment 
increased by 1.5% a year, which 
means that some 7 million more 
jobs were created in jus t th ree 
years, a rate of employment expan­
sion greater than at any time since 
the 1950s. Economic growth this 
year and next should continue to 
contribute to further employment 
growth. 

In the light of this, the debate on the 
employment impact of the Internal 
Market has turned away from con­
cerns about the overall benefits to 
seeking to identify areas where em­
p loyment is l ikely to be mos t 
affected, either positively or nega­
tively - which will call for a major 
training effort - as well as to con­
sidering the sort of challenges and 
opportunities that the 1992 process 
offers the less developed regions of 
the Community. 

By monitoring developments, it 
should be possible to prepare and 
begin to implement, through the 
Structural Fund and other Com­
munity programmes, countervail­

ing measures to assist the transi­
tion to new employment structures. 

Company Strategies 

Companies which ignore the new 
t r a d i n g conditions in the Com­
munity market and fail to plan 
ahead risk being at a serious disad­
vantage. Surveys carried out by the 
Commission during the past year 
show that companies anticipate in­
creased competition in their home 
marke ts both from imports and 
from other European companies 
setting up production and/or mar­
keting facilities there. But they are 
also expecting to be able to export 
more to neighbouring countries. In­
deed, developments in recent years 
have in any event been pushing in 
this direction. Between 1982 and 
1988, trade between Member States 
rose from 55% of their total exports 
to 62%. 

To meet the additional demand cre-
a t e d by an e n l a r g e d m a r k e t , 
companies surveyed are planning to 
invest more both at home and in 
other countries, to add to the growth 
in productive capacity which has oc­
curred in recent years. Since 1986, 
investment in new equipment has 
risen at an average rate of over 9% 
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a year in real terms in the Com­
munity as a whole. 

There are also signs that companies 
are responding to the new competi­
tive environment by seeking to 
rationalise their production units 
and to expand their scale of oper­
ations. One tangible expression of 
this has been the marked rise in 
merger activity within the Com­
m u n i t y s ince t h e m i d - 1 9 8 0 s , 
particularly in the industrial sector, 
as illustrated below. 

Some of the growth in mergers is the 
result of US, Japanese and other 
European companies acqui r ing 
C o m m u n i t y f i rms in o rde r to 
strengthen their position in the In­
ternal Market - an objective which 
has also been pursued through ex-
p a n d i n g i n v e s t m e n t in n e w 
facilities. There has been a marked 
increase in direct investment in the 

Community particularly from the 
US, Japan and EFTA countries. For 
example, total cumulative US in­
vestment grew from 71 billion ECU 
in 1985 to 107 billion ECU in 1988, 
while cumulative Japanese invest­
ment increased from 19 billion ECU 
to 28 billion ECU over the same 
period and there are now more than 
500 individual J a p a n e s e enter­
p r i s e s e s t a b l i s h e d in Member 
States. 

Employment 
Implications of 
Rationalisation 

The rationalisation process which 
seems al ready to be underway, 
w h e t h e r accomplished th rough 
mergers or through the normal 
workings of competitive market 
forces - favouring an expansion of 

Monitoring Employment 
Trends in Europe 

SYSDEM is a European system of documentation on employment set 
up by the Directorate General for Employment, Industrial Relations 
and Social Affairs of the Commission in 1989. 
The object of the system is to monitor studies, reports and analyses 
on employment trends and developments whether they cover individ­
ual Member States or the Community as a whole. A documentation 
centre and data bank has been established containing abstracts, 
summaries and references to the accumulated material. 

SYSDEM operates through a network of national experts working in 
co-operation with the Commission Services and National Government 
officials from Employment Ministries and Employment Agencies. 
The first of a series of quarterly reports from SYSDEM was published 
in May 1990. This contained country reviews, summarising reports 
on employment trends in each of the Member States, and reported on 
some 35 studies covering: 

• the impact of 1992 
• human resource planning 
• changes in financial services 
• the regional consequences of integration. 

the most efficient firms at the ex­
pense of inefficient companies - has 
implications for employment in the 
Community. As companies ration­
alise their production, distribution 
and other facilities, some job losses 
are likely. This probability has al­
ways been recognised, but insofar 
as the efficiency of producers in the 
Community is improved, any short-
term job losses should be more than 
compensated by increased growth 
and higher employment elsewhere 
in the economic system. 

Job losses in particular firms or 
areas do not, therefore, mean that 
an overall fall in employment in the 
Community is likely. What happens 
to total employment depends large­
ly on overall economic growth and 
other developments. The process of 
completing the Internal Market is 
taking place against a background 
of relatively strong output growth 
and even stronger job creation. 

Any job losses indirectly caused by 
the 1992 programme of measures 
are thus being swallowed up by the 
large expansion of employment now 
taking place in the Community. 
This does not mean, however, that 
there will no adverse effects on em­
p l o y m e n t from the process of 
rationalisation and restructuring 
which has been initiated. The im­
pact of abolishing restrictions on 
competition in the Internal Market 
will not be uniform across the Com­
munity. Since achieving gains in 
efficiency depends partly on some 
companies increasing their market 
share at the expense of others, some 
countries and regions will inevit­
ably experience an expansion of 
production in certain sectors, others 
a contraction. The exact distribu­
tion of this effect depends on where 
the most efficient companies in any 
given sector are located and on 
which areas prospectively offer the 
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most advantageous production op­
portunities. 

Employment Impact 
Studies 

Since the regional implications of 
the 1992 programme are both diffi­
cult to foresee and potentially of 
great importance, the Commission 
has devoted much effort both to as­
sessing possible developments in 
different parts of the Community 
and to monitoring events in each 
Member State as the process un­
folds. 

This chapter presents a synthesis of 
studies which have been carried out 
by the Commission on the sectoral 
impact of the Internal Market in 
industry in the Member States and 
the results of recent studies which 
have been monitored by the Com­
munity's documentation system on 
employment trends, SYSDEM (see 
Box). 

The main focus is on developments 
in industry. This is not because the 
service sector will be unaffected by 
the 1992 measures. On the con­
trary, some of the most important 
b a r r i e r s to compe t i t i on to be 
removed will be in service activities, 
especially finance and insurance, 
where companies will be more able 
to open offices in other Member 
States and to compete on more 
equal terms with domestic com­
panies. 

The focus on industry is primarily 
because industrial products still 
dominate trade both between Mem­
be r S t a t e s a n d b e t w e e n t h e 
Community and the rest of the 
world. (Industrial goods account for 
around 70% of all trade in the Com­
munity, visible plus invisible, and 
this proportion shows no tendency 
to decline.) 

Î 

This does not necessarily imply that 
large numbers of new jobs will be 
c r e a t e d in i n d u s t r i e s as t hey 
become more competitive. Rather, a 
primary function of the industrial 
sectors, because of their major con­
tribution to trade, is to generate the 
income which can support employ­
men t g rowth in service sector 
activities. While many services also 
contribute to net export earnings, 
their contribution remains small in 
relation to manufacturing. Unless 
industrial producers in the Com­
munity can compete effectively in 
both the Internal Market and else­
where in the world, the economic 
development of the Community will 
be retarded and it will become in­
creasingly difficult and costly to 
sustain total employment or gener­
ate further job growth. 

Sectoral Effects 

In its initial analysis conducted in 
1988/9, the Commission identified 
40 sectors out of the total of 120 in 
industry which can be expected to 
be particularly affected by the remo­
val of restrictions on competition 
within the Internal Market. They 
are sectors where, for example, non-
ta r i f f b a r r i e r s in t h e form of 
government procurement policy or 
the imposition of special technical 
s tandards or administrative con­
trols are especially important. 

They include industries (e.g. tele­
communications) where the market 
is fragmented into national seg­
ments and which stand to gain from 
rationalisation and from the cre­
ation of bigger units by being able to 
compete more effectively with firms 
outside the Community. They also 
include labour-intensive industries 
such as textiles, clothing and foot­
wear and more capital-intensive 
industries such as machine tools, 
consumer electrical goods and cars 

where there are significant price 
disparities across the Community. 
Here competition should lead to re­
structuring and the realisation of 
economies of scale with potentially 
significant implications for market 
shares. (See Employment in Europe 
1989 for a fuller list and a more 
detailed description of the selection 
criteria.) 

Additional studies carried out by 
the Commission have focused on the 
40 sectors originally identified and 
which were thought to account for 
about half of both employment and 
value-added in industry in the Com­
munity as a whole, and for similar 
proportions in each Member State. 

A closer examination of the position 
in each Member State has meant 
that some modification of the defini­
tion of sectors liable to be affected 
by the 1992 measures was found 
necessary, compared with the in­
itial study. This was particularly 
the case for Portugal, where the 
share of employment of affected 
sectors was reckoned to be 68% of 
to ta l employmen t in i n d u s t r y , 
Greece, where it was reckoned to be 
62% and Denmark, where a figure 
of 49% rather than 40% was thought 
more realistic (Graph 40). 

By and large, affected sectors ac­
count for a similar proportion of 
value-added as employment. The 
major exception is Ireland, where 
the high rate of profit earned by the 
fore ign-owned m u l t i - n a t i o n a l s 
which dominate the high-tech sec­
tors means that the value-added 
proportion is much higher than the 
employment proportion. 

There is a clear division between the 
North and the South of the Com­
muni ty as regards the affected 
sectors. In the Northern countries, 
the industries likely to be most af­
fected by the process of completing 
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the Internal Market tend to be those 
which are capital-intensive, such as 
the car industry, or those which 
have been protected by public pro­
curement policy, whether high-tech 
industries like computers or tele­
c o m m u n i c a t i o n s or h e a v y 
industries like the production of 
electricity generating plant or rail­
way rolling stock. In the Southern 
countries, the industries most liable 
to be affected tend to be labour-in­
tens ive ones, such as tex t i les , 
clothing and footwear, which have 
been highly protected. 

In the North of the Community, the 
fact that domestic producers will no 
longer be in a privileged position 
when supplying the public sector is 
likely to have far-reaching implica­
tions for the s t ructure of heavy 
industr ies . These industries are 
characterised by huge amounts of 
fixed capital equipment and often 
tend to be operating at less than full 

capacity. There are important op­
portunities for rationalising the 
production facilities now located in 
each Member State in order to re­
alise the large economies of scale 
potentially available, as well as to 
reduce excess capacity. 

In high-tech industries, such as 
p h a r m a c e u t i c a l s a n d m e d i c a l 
equipment - where national produ­
cers are also protected both by 
public procurement policy and vari-
ous f o r m s of t e c h n i c a l a n d 
administrative restrictions as well 
as state aid - production in the world 
economy is dominated by multi-na­
tional companies, especially US and 
Japanese. Ending the fragmenta­
tion of the Internal Market should 
enable the most efficient Com­
muni ty producers to expand in 
terms of productive capacity and 
R&D effort and so speed up the rate 
of introduction of new products and 
processes, putting themselves in a 

40 Importance of most Affected Sectors in Member 
States 1987 

% Total 

Β UK DK IRL NL 

s t r o n g e r compe t i t i ve pos i t ion 
re la t ive to foreign-owned com­
panies. 

In mass-consumer products, such 
as cars and domestic electrical ap­
pliances, various administrat ive 
barriers and differences in technical 
standards across the Community 
have led to fragmented marketing 
and distribution networks, as well 
as in some degree to unnecessary 
fragmentation in production. There 
are signs already that the larger 
companies are beginning to widen 
the geographical spread of supplier 
networks, to reduce the central 
stocks which they hold, to set up 
new production facilities in markets 
where sales are likely to expand, 
and to enter cooperation agree­
men t s wi th companies a l ready 
located in the market concerned. 
The trends in merger activity de­
scribed below are symptomatic of 
the r e s t r u c t u r i n g process now 
underway. 

Trade Performance 
and Employment 
Prospects 

An analysis of the prospects for the 
industries liable to be most affected 
by the process of completing the In­
ternal Market has to begin from an 
examination of the existing position 
of the industries in each of the Mem­
ber States. An initial focal point is 
their present trade performance in 
the prevailing market environment, 
which should give some indication 
of the present competitiveness of 
particular industries in different 
countries (see Box). 

The results can only be indicative of 
how industries in various Member 
States stand to be affected by the 
removal of present restrictions on 
competition. This is because the 
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analysis is static and takes no ac­
count of developments over time. By 
contrast, competition, in practice, is 
a dynamic process involving the 
progressive adoption of new produc-
t i on t e c h n i q u e s a n d t h e 
introduction of new products which 
alter the parameters determining 
market shares. 

Nevertheless, trade shares do not 
tend to change rapidly over time. 
The prevailing pattern should indi­
cate at least which industries in 
which countries are better placed at 
present to take advantage of the 
opportunities created by the com­
pletion of the In terna l Market . 
Those with relatively strong trade 
performance already have a compe­
titive edge and are likely to be more 
able to generate the finance re­
q u i r e d for r e s t r u c t u r i n g a n d 
expansion. 

The results of analysing current 
trade performance suggests that 
those in the weakest position tend 
to be the poorest and least de­
veloped countries on the periphery. 
In the FRG, 73% of employment in 
the sectors likely to be affected by 
the 1992 process, equivalent to 40% 
of total industrial employment, is in 
industries with strong trade perfor-
m a n c e in t he C o m m u n i t y . In 
Denmark, the proportion is 67%. By 
contrast in Spain and Greece, em­
p l o y m e n t in t h e s t r o n g l y 
compet i t ive i n d u s t r i e s is only 
around a third of the total employed 
in the sectors concerned (Graph 41). 

There are, however, two exceptions 
to this finding. Ireland seems to be 
better placed than might be ex­
pected from its general economic 
ranking, the UK worse placed. In 
Ireland, more than half of employ­
m e n t in t h e s e s e c t o r s is in 
industries which are competitively 
strong. In the UK, the proportion is 

only around a third, much the same 
as in Spain and Greece (Graph 41). 

These disparit ies reflect, in the 
Irish case, the importance of large 
and highly competitive US and 
other multinational companies in 
strategic high-tech and pharmaceu­
tical industries. In the case of the 
UK, they reflect in part the com­
p a r a t i v e l y l a r g e a m o u n t s of 
employment still in traditional, de­
c l i n i n g or s l owly g r o w i n g 
industries, in part its loss of market 
share in mass consumption pro­
ducts like cars and machine tools, a 
loss which has not been compen­
sated by a growth of high-tech 
industries. 

These results suggest that prevail­
i ng i m b a l a n c e s in e c o n o m i c 
performance and prosperity could 
persist, with the risk that they could 
widen as the Internal Market is 
completed. However, as empha­
sised above, these results reflect 
only the current position. A key aim 
of the 1992 programme is to change 

fundamental ly the environment 
and the constraints within which 
competi t ion between producers 
from different Member States takes 
place. Part of this process involves 
making it easier for companies to 
locate in the less developed regions 
and also to increase the importance 
of any cost or labour supply advant­
ages which these areas offer. 

Developments in the 
Southern States of 
the Community 

The challenge for the less developed 
Southern Member States is to res­
pond to t he new oppor tun i t ies 
which are opening up. However, 
they face a strategic dilemma as 
regards the direction of future de­
velopment. These countries tend to 
have a disproportionate share of 
employment in, and generate a rela­
tively large proportion of the i r 
income from, highly labour-intens­
ive , l ow- tech i n d u s t r i e s , l ike 

Measuring Trade Performance 

The indicator of trade performance used is a combination of three 
measures: 

1) The extent to which imports of the sector concerned are covered by 
exports, ie 

X/M where X is exports of the sector and M is imports. 
2) An index of export specialisation, ie the proportion of a country's 

exports accounted for by the sector in relation to exports of the 
sector in the Community as a whole as a proportion of total 
Community exports, or 

(Xs/Xc)/Xse/Xe where X is exports and the superscripts s, c and e 
refer, respectively, to the sector concerned, the country in which it 
is located and the Community as a whole. 

3) An index of industrial specialisation which is precisely equivalent to 
the index of export specialisation except that industrial production 
is compared rather than exports, ie 

(P7Pc)/Ps7Pe where Ρ is industrial production and the 
superscripts are as in 2) above. 
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textiles, clothing and footwear. In 

contrast to the more industrialised 

countries in the North, they also 

tend to export different kinds of pro­

ducts from those which they import, 

reflecting a relatively specialised 

industrial structure ­ though this is 

much less t rue of Spain than of 

Greece and Portugal. (A feature of 

economic development and rising 

real income is an increasing tend­

ency for countries to export and 

import the same kind of product, 

Japan being almost the only major 

exception.) 

The choice facing these countries is 

either to go on specialising in the 

same kind of products as now, or 

alternatively to promote restructur­

ing in order to bring the pattern of 

the goods they produce more into 

line with that in the rest of the Com­

munity. The first path may offer an 

easier and more profitable route in 

the short­term. The lowering of in­

ternal barriers to trade should allow 

producers in the South to expand 

their exports of clothing, footwear 

and similar products to the rest of 

the Community. At the same time, 

investment in these industries is 

likely to be attracted away from the 

North towards the South by lower 

labour costs. 

The drawback of this strategy, how­

ever, is that their economies may 

become locked into slowly growing 

markets which, in the longer term, 

will almost inevitably be taken by 

producers from even less developed 

countries outside the Community. 

The share of imports of textiles from 

non­EC coun t r i e s in the Com­

munity market , for example, is 

already rising strongly, from 38% of 

total sales in 1985 to 47% in 1988. 

The second path, towards a conver­

gence of their industrial structure 

with that in the North of the Com­

41 Share of Industrial Employment in Sensit ive Sectors 

in the Member States 1987 

50 

E 

UK 

GR 

IRL 

NL 

Β 

I 

F 

Ρ 

DK 

D 

Π Weak sectors 
EO Average sectors 
■ Strong sectors 

50 

50 

% Industrial Employment 
50 

munity, though potentially more 

risky and costly in the short­term, 

seems to offer the better long­term 

prospect. This, however, depends on 

the implementation of policies to 

create a climate favourable to busi­

ness development and to upgrade 

the quality of the labour force. It 

also depends on attracting com­

panies from other Member States or 

from outside the Community to in­

vest in new productive capacity and, 

in particular, to transfer new tech­

nology and know­how along with it. 

It also depends on the Community's 

Structural Fund support for infra­

structure, industrial development 

and vocational training being effec­

tively used for strengthening local 

economic and development capac­

ity. 

There are signs that the process of 

industrial transformation in the 

South is underway, especially in 

Spain which has become much less 

dependent on basic industries like 

clothing and footwear and which is 

becoming increasingly important in 

capital­intensive indust r ies like 

cars and domestic electrical ap­

pliances. Between 1984 and 1988, 

foreign direct investment increased 

significantly in both Spain and Por­

t u g a l , t h o u g h i t r e m a i n e d 

unchanged in Greece between 1984 

and 1988 (Graph 42). 

Much of the direct investment in 

Spain and Portugal has come from 

companies in the Community or in 

other European countries, and very 

little from US or Japanese firms. (In 

Spain, US and Japanese companies 

accounted for less than 109Í of direct 

investment over the period 1986 to 

1988, in Portugal, less than 15%.) 

A difficulty faced by both countries 

is that many of the new strategi­

cally important high­tech indus­

tries may well be in the hands of 

non­domestic companies whose ac­
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tivities and policies are ultimately 

controlled from outside the country. 

This, in some degree, has posed a 

problem in Ireland in the past, 

where there seems to have been 

comparatively little transfer of tech­

nology and know­how to the rest of 

industry from the large multina­

tional enterprises established in 

high­tech sectors. In most cases, the 

policy of these companies has been 

to stop short of locating the most 

critical parts of R&D activity in Ire­

land, preferring to keep it elsewhere 

close to company headquarters. 

Developments in the 

Northern States of 

the Community 

The challenge facing the indus­

trialised economies in the North of 

the Community is to respond to the 

increased competition in high­tech 

and industrially advanced sectors 

while, at the same time, smoothing 

the shift of employment out of de­

clining traditional heavy industries 

into growth sectors. The latter is 

particularly a problem of certain re­

gions where heavy industries are 

d i sp ropor t iona te ly located and 

where Government policy has pro­

tected existing jobs and delayed 

modernisation in the past. 

In these areas, the aim is to expand 

the range of production activities, 

introduce more advanced tech­

nology and renew decaying infra­

s t r u c t u r e , in o rde r to provide 

employment both to those who 

stand to lose their jobs in traditional 

industries and to new entrants to 

the labour force. If the decline of 

traditional industries is accelerated 

by the 1992 process, then the rate of 

new job creation in new sectors has 

to be even higher than before in 

order to prevent any worsening of 

the long run depopulation of these 

! 

areas. Unless this process of econ­

omic decline is halted, these regions 

may continue to lose their best 

people who will seek employment 

elsewhere, thus perpetuating the 

process. 

The Consequences 

for Skills and 

Training 

The structural changes induced by 

the completion of the Internal Mar­

k e t wi l l i n e v i t a b l y h a v e 

far­reaching consequences for skill 

requirements and for training and 

retraining needs in the Community. 

Governments in Member States 

have to take seriously the need for 

the more rapid adaptation of the 

work force to new production tech­

niques , new products and new 

activities, at a time when fewer 

young people will be coming onto 

the labour market. 

Most of the employment impact 

studies carried out by the Com­

mission highlight the increasing 

importance of training during the 

1990s. Sectors with a comparatively 

unskilled work force are shrinking 

in size relative to other sectors. 

Moreover, even in sectors where 

skill levels are already high, there 

is a strong incentive to raise these 

still further in order to keep pace 

with changes in production pro­

cesses and methods of working. 

The fall in jobs for unskilled wor­

kers is accompanied by a growth in 

demand for managerial and admin­

i s t r a t i v e sk i l l s as well as for 

qualified engineers and techni­

cians. The trends in demand for 

skilled workers in industry, how­

ever , seem to vary across t he 

42 Direct Foreign Investment as a Share of GDP in Greece, 
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Community. In the FRG, France 
and the Netherlands, as well as in 
Ireland and Portugal, there is evi­
dence of i n c r e a s i n g d e m a n d , 
whereas in the UK, demand seems 
to be stable. 

So far as the overall employment 
prospects in broad sectors are con­
ce rned , t he comple t ion of the 
Internal Market is likely to mean 
additional jobs in high-tech indus­
tries experiencing rapid changes in 
production processes and the rapid 
development of new products. This 
process is likely to intensify skill 
shortages which are now being felt 
in the FRG and France, in particu­
l a r , w h e r e t h e d e m a n d for 
electronics engineers and computer 
scientists is outstripping supply. 

In sectors where rationalisation to 
exploit economies of scale and re­
duce costs means fewer production 
units but no significant expansion 

in the size of the market, employ­
ment may well decline, at least in 
production activities, accelerating 
current trends. In these cases, com­
pan ies may face t he choice of 
retraining staff to do other jobs 
within the enterprise or, alterna­
t ively, l ay ing off worke r s and 
recruiting new employees with dif­
ferent skills. As labour markets 
tighten, there are signs in some 
Member States that companies are 
now much more inclined to pursue 
the first option as well as seek re­
cruits from outside their normal 
markets, including from among the 
unemployed. 

Employment and 
Company Mergers 

One tangible sign that the 1992 pro­
g r a m m e is affect ing b u s i n e s s 
behaviour is in the intensification of 
merger activity. 

43 Mergers and Acquisit ions in the Industrial sector in 
the Community 1983/84 to 1988/89 
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Between 1983-84 and 1988-89, the 
number of mergers among the lar­
gest 1000 indust r ia l companies 
across the Community as a whole 
i n c r e a s e d from 155 to 492 
(Graph 43). This concerns mergers 
at all levels: national, Community 
and involving third countries. It 
should be stressed that the data 
concern inward acquisitions only 
and not acquisitions by Community 
c o u n t r i e s in t h e r e s t of t h e 
world,which are known to be run­
ning at a high level. 

Given that employment has been 
growing strongly at the same time 
as merger activity has been acceler­
a t ing , t he re are no reasons to 
believe that the merger activity will 
have any adverse overall effects on 
employment, ra ther the reverse. 
However, the extent of the mergers 
are such that quite significant areas 
of the Community economy and 
quite considerable numbers of em­
ployees are being affected if only by 
changes in the pattern and struc­
t u r e of o w n e r s h i p of t h e i r 
e m p l o y e r s . T h i s m a y l ead to 
changes in their work practices as 
the products and services supplied 
change, as investment increases 
and as management styles alter 
(see Chapter 7). 

This may require a considerable ef­
fort in the fields of human resource 
management and vocational train­
ing in order to ensure that the 
mergers are fully successful. 

It is natural that the completion of 
the Internal Market would be ac­
compan ied by some inc r ea sed 
merger activity both among na­
tional companies, as they seek to 
strengthen themselves in the face of 
increased competition from other 
Community countries, and between 
firms located in different Member 
States as they attempt to produce 
for a wider market. It was also to be 
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expected that companies from out­

side the Community would have 

more incentive to acquire firms in­

side in order to be better able to 

exploit the Internal Market devel­

opments. Jus t as other firms have 

done in other markets. 

While the number of'national' mer­

gers among companies in the same 

Member State has doubled over this 

period, the growth in transnational 

m e r g e r s h a s b e e n even more 

marked, especially among Com­

munity firms. Between 1983­84 and 

1988­89, t he n u m b e r of 'Com­

munity' mergers between industrial 

companies from different Member 

States rose from 29 in 1983­84 to 

197 in 1988­89, a figure which 

amounts to 40% of the total number 

(Graph 43). In 1988­89 alone, the 

number almost doubled as com­

p a r e d w i t h t h e y e a r b e f o r e . 

Transnational mergers within the 

Community tend to be larger in 

terms of the assets involved than 

national mergers (Graph 44). The 

number of Community firms ac­

quired by companies from outside 

has also increased in recent years, 

particularly in 1987­88 and 

1988­89. 

The growth of merger activity in the 

service sector has been at a com­

parable rate to that in industry. 

Between 1984­85 and 1988­89, the 

number of mergers across the Com­

m u n i t y ro se from 67 to 174 

(Graph 45). In contrast to develop­

ments in industry, however, there is 

as yet little sign of any marked ac­

celeration in the trend as 1992 gets 

closer. Moreover, the bulk of mer­

gers have been between national 

companies r a the r than between 

companies from different countries. 

Half of all mergers in services were 

in distribution in 1984­85 and half 

in banking and insurance. In 1988­

89, only a third were in distribution, 

44 Mergers and Acquisi t ions by Size of Enterprise in 
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as opposed to two­thirds in banking 

and insurance. Moreover, whereas 

90% of mergers in distribution in 

1988­89 were between nat ional 

companies, 40% of mergers in bank­

ing and 55%> of those in insurance 

were between companies located in 

different countries. 

Merger activity has not been uni­

form across the Community. As 

might be expected, large mergers, 

for example those involving com­

panies with a combined turnover of 

more than 1 billion ECU, have been 

proportionately more important in 

t h e five l a r g e s t c o u n t r i e s 

(Graph 46). 

Merger activity in the service sector 

has been slightly more evenly dis­

tributed across the Community. In 

1988­89, only half of mergers in this 

sector took place in the UK, France 

and the FRG while 35% occurred in 

Italy and Spain. 

46 Mergers and Acquisit ions in the Industrial Sector 
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Chapter 4 Wages and Labour Costs 

Chapter 4 Wages and Labour Costs 

Real wages in the Community grew more slowly in the 1980s 
than in earlier years. Labour costs per unit of output vary 
much less between Member States than average wages. 
Productivity is the key to real wage and employment growth. 

Introduction 

The level of wages in the Com­
munity and their rate of increase 
are factors which, through their im­
pact on the costs of production, 
affect employment, inflation and 
economic growth. At the same time, 
they are major determinants of real 
income. Clearly it is desirable that 
the wages of those in employment 
should go up over time and that all 
people in society can thereby enjoy 
rising living standards. But it is 
equally desirable tha t the right 
economic balance is maintained -
that pay increases do not lead to 
increased inflation and do not jeop­
ardise the process of growth itself 
through damaging competitiveness 
and the climate for investment. 

The process of completing the Inter­
nal Market, in conjunction with 
moves towards monetary union, fo­
cuses increased attention on the 
behaviour of labour costs in differ­
ent parts of the Community. As 
restrictions on the ability of firms to 
sell in other markets are swept 
away, the costs of production will 
become a more significant element 
in the competitive process. Other 
things being equal, producers who 
succeed in keeping costs down are 
likely to gain at the expense of those 
who fail. 

At the same time, the prospective 
centralisation of monetary policy 
and the eventual adoption of a 
single European currency under the 
proposals for monetary union would 
remove the possibility of using ex­
change rate changes as a means of 
correcting for differential move­
ments in costs. 

These two developments together 
will give added incentive for com­
panies to avoid cost increases in 
general and, since wages and sa­
laries are usually a major element 
in costs, to avoid increases in labour 
costs in particular. This has pro­
voked some concern, especially in 
the high wage parts of the Com­
munity, that this will increase the 
downward pressure on wages and 
that there will be a tendency for 
firms to move their production to 
areas where wages are lowest. 

It is not sufficient, however, to focus 
on relative wages alone. In the first 
place, differences in the productiv­
ity of the work force are equally 
important determinants of labour 
costs in different parts of the Com­
munity. In the second place, the 
costs of production are only one ele­
ment in the competitive process. As 
real incomes grow and demand for 
more sophisticated products ex­
pands, the quality of the goods or 
se rv ices p roduced is l ikely to 

become increasingly impor tan t . 
Since the quality of output tends to 
be linked to the skills and efficiency 
of the labour force (which in turn are 
reflected in wages) differences in 
rates of pay alone are liable to give 
a misleading indication of the com­
petitive position of any company, 
region or country. 

Inflation, its causes and the direc­
tion of causation, has been a subject 
of considerable debate, which will 
not be re-opened here. For present 
purposes, it is sufficient to recognise 
that the Community has, over the 
past few years, and after some diffi­
cult years of tensions and conflict, 
re-established what seems to be a 
sustainable and employment crea­
ting balance between wages and 
profits, with rates of inflation at ac­
ceptably low levels. This chapter 
concentrates on presenting the facts 
about the long-run development of 
wages in the Community, including 
the relationship between pay and 
labour costs as a background to un­
derstanding long-run changes in 
the structure of Community em­
ployment. 

The difference between pay and la­
bour costs are determined by the 
behaviour of two elements: non-
wage labour costs (which employers 
have to bear) such as social security 
or pension contributions, and the 

! 
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productivity of the labour force. 
Variations in the former depend 
largely on the policies of govern­
m e n t s across t he Communi ty , 
whereas the latter depends on a my­
riad of factors including skills, 
know-how, work effort, organisa­
tional efficiency and the capital 
equipment used, only some of which 
are under the control of employees. 

Insofar as the available data allow, 
the trends and structure in relative 
wages and the differences in labour 
costs across the Community are 
considered, distinguishing where 
possible between different sectors. 
Relative wages between men and 
women in different Member States 
are also analysed - an issue of in­
creasing importance, in view of the 
trend for more women to come into 
employment. 

Changes in Wages in 
the Community over 
the Long-term 

Over the long-term, average real 
wages in the Communi ty have 
tended to increase broadly in line 
w i t h l a b o u r p r o d u c t i v i t y 
(Graph 47). As a result, average la­
bour costs per unit of output have 
increased more or less at the same 
rate as inflation, which has enabled 
the share of profit in output to be 
maintained. Indeed since 1983, real 
wages have grown more slowly than 
productivity and in consequence 
unit labour costs have come down 
significantly in real terms. 

This, however, is only a broad tend­
ency. There have been significant 

departures from the long-term pat­
tern in certain years. In particular, 
in 1974-1975, when the stable and 
high rates of economic growth of the 
post-war years came to an abrupt 
end following the sharp increase in 
oil p r ices , l abour product iv i ty 
growth slowed down but real wages 
continued to rise as before. Labour 
costs per unit of output therefore 
went up in real terms. Though they 
fell between 1975 and 1979 as out­
put and productivity recovered, 
they remained higher than before 
up until 1983. 

Since 1983 real wage growth has 
been appreciably slower, at around 
only 1-2% a year as opposed to 4-5% 
cent a year before 1975. As a result, 
unit labour costs have fallen stead-
i ly a n d a r e now lower a s a 
proportion of value-added than in 
the 1960s. 

47 Real Wages, Labour Productivity and Capital Stock 
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Japan has shown a similar long-
te rm pa t t e rn of change in real 
wages and labour costs to that of the 
Community, though in Japan unit 
labour costs have varied more mar­
kedly, partly reflecting a tendency 
for real wages to grow more steadily 
year by year than productivity 
(Graph 48). By contrast, in the US, 
uni t labour costs have been ex­
tremely stable in real terms as real 
wage growth has been kept in line 
with the growth in productivity 
(Graph 49). In years when output 
and labour productivity have fallen, 
real wages have also tended to de­
cline or have risen very slowly. Over 
the 1970s and the first half of the 
1980s, the growth of both average 
real wages and productivity in the 
US was below that in the Com­
munity, despite higher growth of 
output and total real income. 

As regards employment, the num­
bers in work in the Community 
declined in the mid-1970s and early 
1980s as output fell or grew only 
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slowly. Since 1985, the recovery in 

GDP growth and the increase in in­

vestment, against a background of 

low inflation and modest rises in 

real wages, has led to substantial 

job creation. Over the past five 

years the rate of increase in employ­

ment has been significantly faster 

than at any time since the 1950s. 

This unusually rapid rate of em­

ployment creation, however, has 

been associated with a relatively 

modest growth in output by histori­

cal standards, certainly much lower 

than in the 1960s. This reflects a 

slowdown in the underlying rate of 

labour productivity growth in the 

economy as a whole which seems to 

date back to the mid­1970s. A simi­

lar phenomenon is apparent in the 

US especially, but also in Japan. 

There are a number of possible rea­

sons for this slow­down (as noted in 

Chapter 1), though as yet no conclu­

sive exp lana t ion h a s been put 

forward. The shift of employment 

from agriculture and manufactur­

ing towards services may be a 

contributory factor, as might be the 

apparent slow­down in the growth 

of capital per worker (Graphs 47 to 

49) but, because of measurement 

problems, it is difficult to be sure 

about this. 

The smaller rate of increase in real 

wages may also have played a part 

by encouraging employers to take 

on more labour. (See Chapter 4 of 

Employment in Europe 1989). Alter­

natively, it may be a reflection of an 

expansion of low wage, low produc­

t ivi ty jobs , pa r t i cu l a r ly in the 

service sector, as labour became 

more abundant and more prepared 

to take low paid employment be­

cause of a general shortage of jobs. 

Such a phenomenon occurred in 

periods of high unemployment in 

the inter­war years and can still be 

observed in less developed coun­

I 
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tries, where people are employed to 
do non-essential and barely profit­
able work simply because they are 
available for little pay. 

The Pattern of 
Inflation across the 
Community 

Inflation over the past 20 years has 
var ied widely across the Com­
munity. In a number of countries, 
Greece and Spain in particular, but 
also in Ireland and Italy, the rate of 
price increase has exceeded 10% a 
year for prolonged periods. In the 
FRG, the Nether lands and Bel­
gium, on the other hand, price rises, 
especially in the 1980s, have been 
below 5% a year. In all countries, 
except for Greece, inflation has been 
much lower in the 1980s than in the 
1970s. 

This pattern of inflation is paral­
lelled in the behaviour of wages, 
with the growth of nominal wages 
very much in line with price infla­
tion in the different parts of the 
Community. Over the 1970s, wages 
in manufacturing (for which there 
are reasonably comparable figures 
on earnings across the Community) 
increased on average at an annual 
rate of around 13-14% a year while 
prices rose at around 11% cent a 
year. The rate of wage increase in 
this period, however, ranged from 
over 23% a year in Spain to 8% a 
year in the FRG (Graph 50). 

Over the 1980s, the rate of wage 
increase in the Community as a 
whole fell to around 8% a year, 
while annual inflation came down 
to 6-7%. Although the range of wage 
increases in individual Member 
States was somewhat wider than in 
the earlier period, from about 22% a 
year in Greece to only around 3% a 
year in the Netherlands, the ma­

jority of states experienced annual 
rates of increase of between just 
u n d e r 5% a n d j u s t over 10% 
(Graph 51). 

A marked feature of these two de­
cades is that rates of wage increase 
and inflation have tended to be sig­
n i f i c a n t l y h i g h e r in t h e l e s s 
developed economies. Moreover, 
and without exception, the coun­
tries which experienced relatively 
high rates of wage increase in the 
1970s continued to experience high 
rates of wage increases during the 
1980s. 

While the range of wage increases 
as between Member States has been 
relatively wide over the past 20 
years, when valued in terms of ECU 
instead of national currencies, the 
range of increase has been much 
narrower. Those countries in which 
e a r n i n g s have r i sen re la t ive ly 
rapidly have in all cases experi­
enced some depreciation in their 
exchange rates to offset partially, if 
not fully, the excess of their wage 
inflation over that in other Member 
States. Similarly, countries with 
relatively low rates of pay rises have 
seen their exchange rate appreciate 
to bring the rates of increase more 
into line with those e lsewhere 
(Graphs 50 and 51). 

The potentially adverse effect of 
high nominal pay increases on pro­
duction costs relative to those in 
competing countries has therefore 
been nullified to a large extent by 
exchange rate movements. The ex­
p e r i e n c e in t h e two d e c a d e s , 
however, has been somewhat differ­
ent. In the 1970s, there was very 
little relationship between wage 
rises when measured in terms of 
n a t i o n a l cu r r enc ie s and when 
measured in terms of ECU. Because 
of relative movements in exchange 
rates, those countries with the hig­
hest rate of wage inflation did not 

generally show the largest rise in 
earnings valued in ECU and there­
fore did not apparently suffer any 
wage cost disadvantage as a result 
of this (Graph 50). Spain, however, 
seems to have been the one excep­
t ion, wi th t he h i g h e s t r a t e of 
earnings both in national currency 
and in ECU terms. 

The 1980s, however, seem to have 
been very different. Those countries 
with the largest rises in wages in 
national currency terms have also 
tended to show the largest rise in 
ECU terms. Accordingly, high rates 
of wage inflation seem to have 
meant the countries concerned suf­
fering some wage cost disadvantage 
(Graph 51). The exception appears 
to have been Greece where despite 
wage inflation of over 20% a year 
since 1979, currency depreciation 
has kept the increase in earnings in 
ECU terms down to only 6% a year, 
slightly less than in the FRG with 
its very low rate of wage inflation 
(Graph 51). 

The difference in experience be­
tween the two periods may owe 
something to the heightened con­
c e r n a b o u t i n f l a t i o n a n d t h e 
increasing reluctance of govern­
ments to use currency depreciation 
as a means of compensating for ex­
cessive wage rises. Depreciation, by 
raising the price of imported goods 
in national currency terms, has 
been seen to feed through into do­
mestic inflation and therefore to 
perpetuate the wage/price spiral. If 
the concern is to bring down infla­
tion, frequent devaluations have 
been seen not to be the answer. 

Since the European Monetary Sys­
tem (EMS) was introduced in 1979, 
it is noticeable that countries be­
longing to the EMS exchange rate 
mechanism, under which curren­
cies are fixed in value against each 
other, have by and large experi-
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enced the lowest rates of wage infla­
tion. On the other hand, these were 
also the countries with the lowest 
inflation rates in the 1970s. More­
over, Greece apart, the reduction in 
inflation achieved between the two 
decades has not been much differ­
e n t for c o u n t r i e s i n s i d e t h e 
exchange rate mechanism as op­
posed to those outside (e.g. the UK 
or Spain). On the other hand, the 
monetary and fiscal policies fol­
lowed by the two groups of countries 
were also not very different. 

The high priority given to control of 
inflation, supported by EMS and 
the moves towards monetary union 
now in prospect, means that nomi­
nal wage rises are likely to continue 
to have a considerable effect on 
relative wage costs and therefore on 
cost competitiveness. 

Relative Levels of 
Pay in Member States 

50 Changes in Hourly Earnings of Manual Workers in 
Manufacturing in the Member States 1970-1979 
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A comparison of relative levels of 
earnings across the Community 
shows that there are substantial 
differences between the more pros­
perous, developed countries and the 
poorer, less developed Member 
States. Average hourly earnings of 
manual workers in manufacturing, 
gross of tax (again the most com­
parable series available), ranged 
from around 11 ECU in Denmark 
and just under 9 ECU in the FRG to 
around 2 ECU in Portugal and 
Greece in October 1988 (Graph 52), 
a fivefold difference. For the ma­
jority of States, average earnings 
were between 6 and 8 ECU an hour. 

These differences in wage levels do 
not necessarily reflect differences in 
real income levels or living stand­
ards of the workers concerned. 
Differences in levels of prices and in 
patterns of consumption from one 
country to another also have to be 
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taken into account. After adjusting 

for these (i.e. taking purchasing 

power s tandards as the unit of 

measurement) , the difference in 

earnings between Member States is 

reduced markedly. Indeed the gap 

between Denmark and Portugal is 

more than halved (Graph 53). 

In addition, it should be emphasised 

that this comparison is in terms of 

gross earnings and takes no account 

of quite large differences in rates of 

income tax as between countries, 

which have significant effects on 

take­home pay. This is particularly 

the case for France, where gross 

earnings are relatively low, much 

lower than its relative level of in­

come per head would sugges t , 

reflecting lower rates of income tax 

and higher social contributions by 

employers than in many other parts 

of the Community (see below). 

The evidence also suggests that the 

difference in real wage levels (i.e. in 

terms of what wages can buy in each 

country) between Member States 

has tended to narrow over the past 

20 years. However this narrowing 

between the richer and poorer coun­

tries, which indeed is one of the 

primary objectives of Community 

policy, was more apparent in the 

1970s than in the 1980s (Graph 53). 

Over the 1980s, all Member States 

experienced a much slower rate of 

real wage increase than over the 

preceding decade, and three coun­

tries, Luxembourg, Denmark and 

Belgium, have even shown a decline 

in real earnings in the later period, 

a phenomenon unprecedented in 

the post­war years. 

Relative Pay of Men 

and Women 

The gap between the wages paid to 

men and those paid to women re­

60-



Chapter 4 Wages and Labour Costs 

mains significant in most parts of 
the Community, despite equal pay 
legislation. Over the Community as 
a whole, men in manufacturing em­
ployed in m a n u a l jobs earn on 
average around 25% more per hour 
than women. Although this is only 
one broad type of occupation in one 
sector, the figures are probably 
broadly representative of the situ­
ation in the economy as a whole. The 
difference is a reflection partly of 
women being employed in lower 
grade jobs than men or in industries 
where pay levels in general are rela­
tively low, partly of women being 
paid less than men for the same type 
of work. The data available do not 
allow the relative importance of 
these two potential sources of dis­
parity to be assessed. 

There are, moreover, marked dif­
ferences between Member States as 
regards the gap between male and 
female earnings (Graph 54). Where­
as in Denmark and Italy, women 
working in manual jobs in manufac­
turing were paid on average 85% of 
the hourly rate for men, and in 
France and Greece 80%, in the UK 
and Ireland they received less than 
70% of the men's rate and in Luxem­
bourg, less than 60% (though here 
because of the minute size of the 
manufacturing sector, women may 
be employed in entirely different 
types of job t han men and the 
figures may not be representative of 
differentials in the rest of the econ­
omy). 

Over the past 20 years, there ap­
pears to have been some narrowing 
in the differential between wages of 
men and women. In manufacturing, 
average hourly earnings of women 
have risen by more than those of 
men in all Member States since 
1973. However, in all countries ex­
cept for Be lg ium, Greece and 
France, the relativity between the 
two narrowed much more in the 
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1970s than in the 1980s (Graph 54). 
Indeed in two countries, Denmark 
and the UK, the wage differential 
between men and women in manu­
facturing actually widened between 
1979 and 1988. 

Non-wage Labour 
Costs 

Wages represent only one element 
of the labour costs incurred by em­
ployers when taking on workers. 
Employers also have to pay various 
additional amounts in the form of 
social security contributions to the 
state, contributions to public and 
private pension schemes on behalf 
of their employees and holiday pay, 
as well as certain payments in kind. 
These are voluntary as well as 
statutory obligations, although in 
practice there may be little effective 
difference between the two since 
employers, if they are to attract and 
retain labour, are likely to have to 
conform to conventional practices. 

There are marked differences in the 
scale of these non-wage costs across 
the Community. They range from 
almost half the total costs of em­
ploying someone in France and Italy 
to 30% in Ireland and the UK, and 
to as low as 16% in D e n m a r k 
(Graph 55). 

These differences reflect, to a large 
extent, variations in the method of 
financing the social security system 
and of organising pensions. In coun­
tries with high non-wage costs, the 
system of social welfare and income 
support is funded more through em­
p l o y e r s ' c o n t r i b u t i o n s t h a n 
elsewhere and the public sector 
tends to be heavily involved in man­
aging pension schemes. In other 
countries, the social security system 
tends to be financed more from 
general taxation and in some cases 
there are more extensive private 

pension schemes, the UK being a 
notable example. 

The effect of adding non-wage costs 
to wage costs is to change signifi­
cantly the relative levels of costs of 
e m p l o y m e n t b e t w e e n Member 
States. Whereas Denmark has the 
highest level of average gross earn­
ings for manufacturing workers in 
the Community, in terms of the 
overall costs of employment it ranks 
only fifth - below France which, as 
noted above, has relatively low 
rates of pay in manufacturing. 

Clearly, so far as employers are con­
cerned, it is the to ta l costs of 
employment rather than the gross 
earnings of their employees which 
are important when it comes to de­
cisions on expanding/contracting 
their labour force. Total employ­
ment costs are also important when 
deciding on rates of pay. 

Similarly, as far as employees are 
concerned, what ma t t e r s is not 
gross earnings but the overall real 
income obtained from employment. 
Part of this income will be in the 
form, for example, of pension entit­
l emen t s and access to var ious 
benefits. If employers do not provide 
this or do so on an inadequate scale, 
employees will have to make provi­
sion out of their earnings. Equally, 
employees are unlikely to be any 
better off if social welfare schemes 
are funded from employers' con­
t r ibu t ions r a t h e r t h a n genera l 
taxation, since it only means that on 
the one hand they have to pay 
higher taxes out of their gross earn­
i n g s a n d , on t h e o t h e r , t h a t 
employers cannot afford to pay such 
high levels of gross wages. 

The implication of this is that it is 
not very important for employment 
how social welfare schemes are 
funded, whether through general 
taxation or social contributions, and 

how significant non-wage benefits 
happen to be. This is simply a 
general illustration of the principle 
that the ultimate incidence of a tax 
- i.e. who finally bears the cost - may 
have little to do with on whom or 
what the tax is imposed. In other 
words, the ult imate incidence of 
both employers' contributions and 
personal income tax is on employees 
and not employers. 

In recent years, there has been 
some debate in the Community on 
the level of employers' contributions 
which, in some quarters, have been 
termed a tax on employment. It has 
sometimes been argued that one 
way of inc reas ing employment 
would be to reduce this tax on the 
grounds that it would then reduce 
the costs of hiring people. However, 
while this is true in some trivial 
sense, if there is simply a shift from 
employers' contributions to some 
other form of tax or if it is associated 
with a lowering of real benefits, it is 
unlikely in itself to alter the overall 
costs of employment and therefore 
unlikely to change the total num­
bers employed. The only way it 
would do so is if it led to some mis-
perception on the par t of either 
employers or employees of the real 
cost being incurred, or of the real 
wage on offer, which is always con­
c e i v a b l e e s p e c i a l l y in t h e 
short-term. 

Changes in the Cost 
of Employment 

Inc luding non-wage costs with 
wages is necessary in order to see 
how the cost of employment has 
changed in the Community over the 
recent past. In real terms, the total 
cost of employing someone (i.e. in­
cluding non-wage costs along with 
wages) increased at a much slower 
rate during the 1980s than in the 
1970s. Between 1970 and 1979, real 
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compensation per employee in in­
dustry (i.e. wages plus other costs, 
using the average price of GDP to 
adjust the nominal figures) in­
creased at an average rate of 4-5% a 
year in the Community as a whole, 
due partly to wage rises, partly to 
increases in social contributions 
and other non-wage costs. There 
were, however, significant differen­
ces between Member States, with 
Belgium showing an annual rise of 
almost 9% a year and the Nether­
lands a rise of almost 7%, while in 
Italy and the UK the annual rate of 
increase averaged less than 4%. For 
six of the Member States (no data 
are available for Spain, Portugal or 
Greece), the growth ra tes were 
w i t h i n 1-2% of e a c h o t h e r 
(Graph 56). 

For all countries during the 1970s, 
the rate of increase in compensation 
per employee was greater than the 
g rowth in l abour p roduc t iv i ty 
(measured by output per head), in 
some cases - Belgium, Luxembourg 
and the Netherlands - significantly 
so. This implies that the cost of em­
ployment over th i s period was 
rising faster than the apparent con­
tribution of labour to value-added. 

Experience in the 1980s was quite 
different. The rate of increase in 
average compensa t ion per em­
ployee in real terms between 1979 
and 1987 was less than 2% a year 
over the Community as a whole, 
with only three countries, Ireland, 
Belgium and Italy, showing in­
creases of more than 2% and three 
countries, Denmark, Portugal and 
t h e N e t h e r l a n d s , exper ienc ing 
hardly any rise at all (Graph 57). 

In marked contrast to the 1970s, all 
countries experienced a slower rate 
of growth in real compensation per 
employee than in labour productiv­
i ty, in a n u m b e r of cases t he 
difference being substantial (2% a 
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58 Changes in Nominal Unit Labour Costs in National 
Currencies and in ECU in the Member States 
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year or more). The 1980s therefore 
saw a marked reduction in the costs 
of employment relative to the con­
tribution of labour to value-added. 
The effect in many cases was to off­
set the tendency over the preceding 
decade for wages to increase in ex­
cess of productivity and to restore 
the relativity between the two to 
close to what it had been in 1970. 

The Growth of Unit 
Labour Costs in 
Industry 

Combining compensation of em­
ployees and output per head gives 
labour costs per unit of output, i.e. 
the proportion of the value of a unit 
of output which is absorbed by the 
cost of the labour required to pro­
duce i t . To m a k e m e a n i n g f u l 
comparisons between countries, 
some adjustment has to be made for 
the differential importance of self-
employment, since the income going 
to the self-employed is not included 
as part of employees' compensation. 
The usual adjustment is to assume 
that the average income received by 
the self-employed, and by non-
waged family helpers, is the same 
as the average compensation per 
employee. This may not be the case 
in practice, however, though it is 
arguable that whatever the actual 
income earned by the self-employed 
it should correspond broadly with 
wages paid to employees for similar 
work. If it is less, which seems often 
to be the case, then the self-em­
ployed are seemingly receiving less 
than they could get if they were 
employed. In the case of industry 
examined below, where self-em­
p l o y m e n t is n o t g e n e r a l l y 
important, this adjustment matters 
less than in agriculture and ser­
vices. 
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In the 1970s, unit labour costs in 

industry measured in national cur­

rencies rose in six of the Member 

States by between 6 and 9% a year 

in nominal terms (Graph 58). In Ire­

land, Italy and the UK, the rise was 

close to 15% a year (no data are 

available for Spain, Portugal and 

Greece). Measured in terms of ECU, 

however, the rates of increase were 

remarkably similar, at 9­10% a 

year, though the rise was slightly 

lower in Italy, despite its high rate 

of inflation. 

In the 1980s, the growth of unit 

labour costs in national currency 

terms slowed down in most coun­

tr ies to around 2 to 7% a year 

(Graph 59). However, although the 

difference in the rate of increase 

between Member States measured 

in national currencies narrowed 

over this period, the difference in 

terms of ECU widened. In the FRG 

and Denmark, the rise was around 

6% a year between 1979 and 1987. 

In Belgium and Spain, it was less 

than 2% a year. 

There is little sign of any relation­

ship between increases in national 

currency terms and increases when 

measured in ECU, so that those 

countries with relatively large rises 

in unit labour costs did not gener­

ally suffer a deterioration in labour 

cost competitiveness as a result. 

Moreover, there were some signifi­

cant differences between the rate of 

growth of unit labour costs and the 

rate of growth of average earnings. 

Ireland and Spain, for example, 

were among the countries with the 

highest rate of increase in hourly 

earnings in terms of ECU over the 

1980s (Graph 51). Both countries, 

however, showed relatively small 

i nc reases in un i t l abour costs 

(Graph 59). The reason was that in 

both countries, the growth in labour 

Adjusted Labour Costs: Definition 

The national accounts figures for compensation of employees do not 
include the income of the self­employed or any informal payments 
made to unpaid family helpers. Consequently, they will tend to 
understate actual labour costs to varying extents. Although the im­
portance of these two groups is much less for industry than for 
agriculture or services, it is nevertheless of some significance and 
since it varies as between Member States, it tends to distort any 
comparison which is made. To adjust for the problem, the method used 
is to multiply the published figures for compensation of employees by 
the ratio of total employment in the sector to the numbers of wage and 
salary earners. This is equivalent to assuming that the self­employed 
and other workers in the sector receive the same average income from 
employment as wage and salary earners. Although this may not be 
true in practice, it nevertheless gives a reasonable estimate of the 
opportunity costs involved in these groups working in the sector 
concerned and therefore a reasonable estimate of labour costs. 
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productivi ty was comparatively 

high, which more than offset the 

high rate of increase in average 

wages, illustrating the importance 

of focussing on unit labour costs. 

Where an economy is experiencing 

large gains in industrial productiv­

ity, wages can also rise relatively 

rapidly without any worsening of 

cost competitiveness. 

Relative Unit Costs 
in Industry 

Differences in levels of unit labour 

costs across the Community corre­

spond by and large to differences in 

wage levels, which may reflect the 

apparent tendency for unit labour 

costs to be higher in more developed 

than in less developed economies. 

The level of unit labour costs in in­

dustry in 1987 (the last year for 

which data are available) varied 

from just over 70% of value­added 

in Belgium and Denmark to under 

60% in Spain and Ireland and under 

50% in Portugal (Graph 60). 

In all countries, labour costs in­

creased relat ive to value­added 

during the 1970s, with a corre­

sponding shift in the distribution of 

industrial income from profits to la­

bour. Between 1979 and 1987, and 

again in all countries, labour costs 

declined relative to value­added 

and, consequently, there was a shift 

from wages back to profits. In all but 

three member states, Belgium, the 

FRG and Luxembourg, the effect of 

this decline was to reduce real unit 

labour costs below the level of 1970, 

implying that the share of profits in 

value­added was in most cases 

higher in 1987 than it had been 17 

years earlier. 
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Unit Labour Costs 

and Trade 

Performance 

Jus t as wages are only one element 

of labour costs, costs of production 

are only one element in the compe­

titive process. Non­cost factors, like 

the design of a product, its relia­

bility and performance, can be 

equally if not more important and 

are likely to become increasingly 

relevant as real income grows and 

people can afford to become more 

selective and discr iminat ing in 

what they buy. Competitiveness is 

an intangible concept which it is 

hard to measure ex ante, but which 

can be measured ex post in terms of 

trade performance. A reasonable in­

d i c a t o r of r e l a t i v e t r a d e 

performance for Community coun­

t r ies is the movement in thei r 

shares of the Internal Market in 

manufactured goods, i.e. of intra­

Community exports. 

In the 1970s, the countries which 

expanded their share of intra­Com­

munity trade in manufactures most 

were Spa in , I r e l and and I ta ly 

(Graph 61). While Italy experienced 

the lowest rise in unit labour costs 

over this period, Ireland had one of 

the highest increases (no data are 

available for Spain). In the 1980s, 

Italy, Ireland and Spain again in­

creased their share of intra­Com­

munity exports of manufactures as 

did the FRG. Though the rise in unit 

labour costs was relatively low in 

Spain and Ireland, it was relatively 

high in both the FRG and Italy. 

Moreover Belgium, which showed 

the smallest increase in unit labour 

costs over this period, experienced a 

decline in its trade share. 

In general, therefore, the relation­

ship between unit labour costs and 

the movement in export shares is 
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not a simple one, and factors other 

than costs would seem to be at least 

as important in determining trade 

performance and, hence, the overall 

competitiveness of a country's in­

dustry. 

Labour Costs 

by Sector 

Average wages vary both between, 

and within, sectors of activity in the 

Community. They tend to be rela­

tively high in a number of industrial 

and service activities, in high­tech 

areas and in financial services, for 

example, and relatively low in agri­

c u l t u r e a s we l l as in b a s i c 

manufacturing and service trades, 

such as textiles and clothing or re­

ta i l ing . The var ia t ion in wage 

levels, or more precisely, compensa­

tion per employee, between Member 

States in the different sectors fol­

lows b r o a d l y t h e p a t t e r n of 

variation for industry as a whole 

(Graph 62). Thus Member States 

with high employment costs in one 

sector tend to have similarly high 

costs in other sectors. 

However, there are some differen­

ces in the pattern of unit labour 

costs. In services the relativities be­

tween Member States are similar to 

those in industry, but this is not 

true of agriculture (Graph 63). Here 

there is little relationship between 

the level of wages or the level of 

economic development and unit la­

bour costs. Countr ies with the 

highest labour costs relative to 

value­added (once costs are ad­

jus ted for self­employment and 

non­waged family helpers) tend to 

be those, like the FRG, Portugal and 

Italy, where these workers are most 

important. Indeed in two cases, the 

FRG and Portugal, unit labour costs 

on an adjusted basis exceed 1, which 

means that labour costs are more 

than 100% of value­added. This, of 
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64 Compensat ion per Employee in Manufacturing 

Sectors in the Five Largest Member States 1986 
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Unit Labour Cost 

course, is impossible and reflects 

the fact that the self­employed and 

non­waged employees work for con­

siderably less than the average 

wage in agriculture. 

Labour Costs in 

Manufacturing 

Industries 

A comparison of wages in different 

industries within manufacturing 

reveals some similarity in the pat­

tern of relativities between Member 

S ta tes . Broadly, chemicals and 

transport equipment tend to show 

the highest levels of compensation 

per employee, while food and drink 

and other manufacturing products 

tend to show the lowest levels 

(Graph 64). There are, however, 

some notable differences between 

countries, particularly office equip­

ment, which has the highest wages 

in France and Spain, but among the 

lowest in the UK and the FRG. 

Whereas there are marked differen­

ces in wage levels in the same 

industry as between the five largest 

Member States, unit labour costs 

are much more similar (Graph 65). 

This is again a reflection of the close 

relationship between wage levels 

and labour productivity. The UK in 

particular, which has comparative­

ly low levels of compensation per 

employee in most industries, has 

unit labour costs which are com­

parable to, and in a number of cases 

higher than, those in the FRG, 

France and Italy. In Spain, on the 

other hand, where levels of compen­

sation per employee are also low, 

differences in productivity are not 

sufficient to offset this cost advant­

age completely so that unit labour 

costs are slightly below those in the 

other countries. 
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A feature to emerge from comparing 
wages and unit labour costs in the 
different industr ies is tha t in a 
number of cases those industries 
which have relatively high wage le­
vels also tend to have high levels of 
labour productivity so that unit la­
bour costs are no higher than in 
other sectors and are often lower. 
Chemicals in most countries and of­
fice machinery in Spain, France and 
Italy are clear examples (Graph 65). 
Equally, low wage industries, e.g. 
other manufactures which includes 
clothing and footwear, do not typi­
cally tend to have low unit labour 
costs. 

Nevertheless, it is interesting to 
note that there are major differen­
ces not only in wage levels but also 
in unit labour costs between indus­
t r ies in all t he count r ies . The 
corollary of this is that the profits as 
a share of value-added also vary 
markedly between industries, the 
implied figures ranging from under 
20% to over 60%. The reason for this 
is unclear. 

The Implications for 
the 1992 Programme 

The 1992 programme of measures 
will increase the possibility of com­
pe t i t ion be tween p roduce r s in 
different Member States and is 
therefore likely to increase the im­
p o r t a n c e of r e l a t i v e c o s t s of 
production in different parts of the 
Community. The fact that wage le-
ve l s in t h e l e s s d e v e l o p e d , 
peripheral countries, like Spain, 
Portugal or Greece, are relatively 
low might then become a more im­
portant factor both in increasing the 
market share of their producers and 
in influencing the decisions of com­
panies, whether resident or based 
elsewhere, about the location of new 
investment. 

The evidence set out in this chapter, 
suggests, however, that low wages 
do not necessarily mean low labour 
costs. On the contrary, given that 
low wages tend to go hand in hand 
with low productivity, unit labour 
costs are often higher in low wage 
areas and in low wage industries. 
Companies may therefore have 
little to gain in many cases, from 
relocating their production away 
from high wage parts of the Com­
munity where the work force is 
highly skilled and productive, and 
where product quality can be better 
assured. On the other hand, there 
are some activities where labour 
skills are less important or where 
the labour force can be easi ly 
trained to carry out the work, where 
consequently low wage levels are a 
more attractive inducement. How­
ever, to the ex t en t t h a t t he se 
activities are relatively basic in na­
ture and labour intensive, with 
comparatively little growth poten­
t i a l ove r t h e l o n g - t e r m , 
specialisation in such areas of pro­
duction may not necessarily be in 
the best interests of the country con­
cerned. 

A concern in the North of the Com­
munity is that the low wage levels, 
the comparatively under-developed 
social welfare systems, and the infe­
rior conditions of employment in the 
South could become a threat to liv­
i n g s t a n d a r d s a n d w o r k i n g 
conditions in the North. The fear is 
that companies will either relocate 
production, or threaten to do so, un­
less wages are t r immed or that 
wages in the North will be bid down 
as people move away from low wage 
areas in the South in search of bet­
ter paid jobs. Although this fear 
might be exaggerated given the evi­
dence presented in this chapter, it 
nevertheless underlines the argu­
ments in favour of ensuring that 
certain basic minimum standards 

are maintained or created across 
the Community in order both to as­
suage this concern and to ensure the 
development of greater social cohe­
sion. 

Conclusions 

While there are significant differen­
ces in average wage levels across 
t he Communi ty , both be tween 
Member States and between sec­
t o r s , t he se differences la rge ly 
reflect variations in labour produc­
tivity. Thus, labour costs per unit of 
output produced do not vary very 
much from one part of the Com­
munity to another. This implies 
that the incentive for producers to 
relocate from high-wage areas may 
not be great. 

Moreover, there is little evidence of 
any close re la t ionsh ip between 
relative labour costs and competi­
tiveness, as manifested in the trade 
performance of each Member State 
in the Community market. Those 
countries experiencing the lowest 
rates of increase in unit labour cost 
have not necessarily expanded their 
share of intra-Community trade the 
most. This reflects that the fact that 
competitiveness is determined by 
many factors apart from wages. Ac­
cordingly, a policy focused primarily 
on low rates of pay will not necess­
arily secure a shift in market shares 
towards the weaker countries in the 
Communi ty . S t r eng then ing the 
economies of the poorer countries 
and regions depends not only on im­
proving their infrastructure (with 
t he s u p p o r t of t h e S t r u c t u r a l 
Funds), but also on improvements 
in education and training, the en­
couragement of investment and the 
growth of new and more efficient 
enterprises. To the extent that pro­
ductivity can be raised by such 
means, the way is opened for a sus-
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tainable growth of wages and real 
incomes and the attainment of 
greater convergence in economic 
prosperity across the Community. 
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Chapter 5 The Environment and Employment: A New 
Balance in Economic Development 

The Community faces a major challenge - how to protect the 
environment without inhibiting growth and employment 
creation and how to develop the new jobs and training 
facilities that stricter environmental controls demand. 

Introduction 

Economic growth along the lines 
pursued this century looks to be less 
and less sustainable. It has re­
su l ted , unwi t t ing ly , in ser ious 
damage to the global ecosystem. 
This pattern of growth has had its 
positive side - not least the creation 
of income and employment - but its 
continuation risks diminishing the 
general well-being of present and 
future generations, and it is crea­
ting wider problems for which, as 
yet, no easy solutions exist. 

The protect ive capaci ty of the 
earth's atmosphere is being eroded 
by gaseous emissions, mineral re­
sources are being over-exploited, 
waters are being gradually poi­
soned with waste, and the living 
world is being threatened to such an 
extent that increasing numbers of 
animals, plants and unique habi­
tats are in danger of extinction.The 
actions needed to limit further dam­
age to the envi ronment and to 
reverse the process of deterioration 
have far-reaching economic and em­
ployment consequences. 

Other envi ronmenta l problems, 
while not life-threatening, impair 
the quality of life of many people 

living in the Community. These 
problems stem, in particular, from 
urban decay - the result of many 
European cities having infra-struc­
ture and communal facilities which 
were built in the last century, or 
earlier. They also stem from grow­
ing congestion and increasingly 
inefficient transport systems, which 

are not only a major source of air 
pollution but cause excessive noise 
and stress. They result, in addition, 
from the closure of factories and the 
general exodus of industry from 
areas which have been left blighted. 

Nor are the problems confined to 
u rban areas . Much agricul tural 
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land is being managed in search of 
increasing productivity involving 
the excessive use of chemical fertili­
sers which, as they filter through 
the soil, become an increas ing 
source of pollution and eutrophica-
t i o n ( o r g a n i c a n d m i n e r a l 
e n r i c h m e n t ) of r ive r and sea. 
Leisure and employment interests 
need to be reconciled with ecological 
concerns as unspoilt land in remote 
areas, often with particular conser­
vation value, is developed for local 
industry, forestry and tourism. 

Policies to tackle environmental 
problems are beginning to be ac­
c o r d e d h i g h p r i o r i t y by 
governments - whose scientific ad­
visors are now virtually unanimous 
about the seriousness of the present 
situation - and by the electorate -
who place such problems high on 
the list of issues which most concern 
them (Graph 66). The link between 
CFCs and the hole in the ozone 
layer is now as difficult to dispute as 
the l ink be tween smoking and 
cancer. 

Although the problems are global, 
the Community has a special res­
ponsibility as one of the world's 
most industrialised regions, one of 
the largest consumers of primary 
energy and fossil fuels and the big­
gest importer of raw materials in 
the world. 

Economic and 
Employment Impact 

Tackling the environmental prob­
l e m s wil l affect t h e p a t t e r n , 
composition and location of econ­
omic activity and the nature and 
scale of employment in different 
areas of the Community. 

There will be major costs - cleaning 
up the environment requires sub­
s t a n t i a l e x p e n d i t u r e a n d 

commitment of resources. The is­
sues are not just what actions are to 
be taken, however, but how the cost 
of adjustment is to be met. 

The general principle of 'polluter 
pays' accords with natural justice 
and gives appropriate signals to pol­
lu ters to minimise the harmful 
effects of their activities. However, 
there are many instances where its 
application is difficult or has unde­
s i rable social or d i s t r ibu t iona l 
consequences. Much environmental 
damage was caused by polluters 
long since dead or inactive, while a 
number of the most serious present 
or prospective problems are located 
in the less developed, poorer parts 
of the world or, indeed, in the low 
income regions of the Community. 

There can be no question of leaving 
such areas to cope with the prob­
l ems t h e m s e l v e s , s t i l l less of 
seeking to call a halt to economic 
growth in countries and regions in 
desperate need of income and em­
ployment. Ra the r t han slowing 
down the development of these 
economies, the aim has to be to 
change its pattern and direction so 
that it does not follow the path pion­
eered by the developed countries in 
the past, but instead follows one 
that can be sustained without caus­
ing unacceptable ecological damage 
and excessive depletion of natural 
resources. 

Activities which are major sources 
of pollution, particularly in heavy 
industry, will have to decline or 
adapt their production processes. 
Such changes will have knock-on 
effects on their suppliers, including 
fuel and raw material suppliers, as 
well as on the local economies con­
cerned. On the other hand, other 
activities stand to expand signifi­
cantly. The environment industry -
which comprises areas such as the 
water industry, waste disposal and 

producers of filtering and monitor­
ing equipment - and the building 
and construction industry - which 
will be needed to replace polluting 
plant and decaying infrastructure -
are both likely to see substantial 
expansion, as will all those in the 
rest of the economy who are affected 
by these changes. This switch of em­
phasis in activities poses issues of 
relocation and retraining. 

Equally, research and development 
effort directed towards environ­
m e n t a l p r o t e c t i o n a n d t h e 
introduction of ecologically-safe 
processes of production will require, 
not just the commitment of addi­
tional financial resources, but an 
expansion in manpower in this area 
and the development of specific 
skills. 

However these are merely the most 
obvious consequences for employ­
m e n t in t he C o m m u n i t y . The 
radical changes in the direction of 
economic development which are 
called for are likely to permeate 
through most sectors of the econ­
omy, affecting activities and jobs in 
ways which will only become clear 
as the process unfolds. 

While substantial changes in the 
structure of employment and in the 
nature of jobs which people are re­
quired to do will be required, the 
task is by no means unmanageable. 
The adjustment will be no greater, 
and arguably much less, than that 
which was wrought by the indus­
trial revolution. There still remains 
the need for increased awareness 
and information to facilitate the 
changes. 

During this century and last, the 
decline in employment in agricul­
ture also brought massive social 
changes with the shift from rural 
living to an urban and industrial 
way of life. In the last 20 years, 
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millions of jobs have been lost in 
many regions as mining and heavy 
industry have declined and plants 
have been closed. 

The creation of new economic acti­
vit ies and the redeployment of 
people living in such regions has 
often taken time, and has some­
times involved high social costs, but 
the t rans i t ion to new economic 
structures has been, or is in the 
process of being, achieved in most 
cases. 

A major feature of the present chal­
lenge, however, is that in contrast to 
many changes in the past it has to 
be consciously managed by explicit 
decisions by Government and other 
agencies ra ther than by market 
forces alone. The reason is simply 
that the market left to itself is not 
capable of handling, either at all or 
within an acceptable period of time, 
the special problems which protec­
tion of the environment involves -
such as the recognition and inter-
nalisation of social costs. Moreover, 
the challenge is not confined to the 
Community but is global in scale, 
requiring concerted international 
action. 

Sustainable 
Economic 
Development 

Sus ta inab le development (Box) 
means "meeting the needs of the 
present without compromising the 
ability of the future generations to 
meet thei r needs" (World Com­
m i s s i o n on E n v i r o n m e n t a n d 
Development, 1987 and Bergen 
Ministerial Declaration on Sustain­
able Deve lopment in t he ECE 
Region, 16 May 1990). This means 
ensuring that adequate attention is 
paid, not only to any damage caused 
to the environment by prevailing 

pa t te rns of production and con­
sumption, but also to the natural 
resources which are being used in 
satisfying present demands but 
which cannot be replaced. 

Present systems of accounting nor­
mally used to measure the level of 
economic achievement and rate of 
economic growth - which are gener­
ally taken as indicators of social 
progress or social well-being - do not 
necessarily indicate whether, and to 
what extent, the way existing needs 
are being met is sustainable. The 
main reason is that such systems of 
national accounts were set up pri­
marily to record the output of, and 
expenditure on, goods and services 
in m a r k e t economies and t h u s 
largely use market prices as a unit 
of measurement. These prices, how­
ever, do not necessarily reflect the 
true costs of production if they fail 
to include the costs of replacing 
natural resources that are being de­
pleted or, in the case of production 
processes, if they fail to include the 
harmful effects of any pollution 
caused or the costs of cleaning it up. 
In such cases, the market gives 
wrong signals to producers and con-
s u m e r s a l i k e , r e s u l t i n g in a 
sub-optimal allocation of natural re­
sources. 

This does not mean that market 
forces do not have a major role to 
play in tackl ing envi ronmenta l 
problems. On the contrary, properly 
managed, they are an important 
m e a n s of b r i n g i n g abou t t he 
changes in patterns of production 
and consumption which have to 
occur. However, intervention is es­
sential in order to ensure that mar­
ket forces are giving signals and 
incentives which accord with envi­
ronmental objectives. The imposi­
tion of taxes on polluting producers 
and on the use of scarce resources, 
such as energy; the levying of char­
ges on emissions; the subsidisation 
of environmentally-friendly or re­
source-saving products or activities; 
the elimination of subsidies on envi­
ronmental ly damaging activities 
and other economic measures such 
as tradeable licences or permits - all 
can play a part in redirecting econ­
omic development and ensur ing 
that it is sustainable. 

Government action is required to 
establish a framework of controls, 
penalties and incentives if the re­
q u i r e d c h a n g e s a r e to occur . 
However, this kind of framework 
has to be international in scope for 
it to be sufficiently effective. Envi­
ronmenta l problems tend to be 

Measuring sustainable development 

'Sustainable development' is a relatively new concept. It relies on a 
more complex definition of economic progress than conventional 
measures of national income or output. A satisfactory method of 
'environmental accounting' has yet to be provided. Problems to be 
solved include: 

• how to differentiate expenditure by household and by government 
on environmental protection from other spending, to give a more 
realistic indication of real income and production; 

• how to put a value on the world's remaining natural resources, in 
order to measure the cost of consuming them; 

• how to measure the environmental costs of pollution so that they 
can be properly taken into account in any measure of production. 
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Sources of Air Pollution in the Community 

67 Sources of Air Pollution in the 
Community by Sector 1988 
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global in scale with widespread ef­
fects which are not confined within 
the borders of the country res­
p o n s i b l e for t h e p o l l u t i n g or 
ecologically damaging activity. 
Equally, the pressure exerted by 
competition for trade makes it diffi­
cult for individual countries or 
regions to impose unilaterally a 
framework of controls and fiscal 
penalties without at the same time 
erecting controls on imports, with 
potentially damaging effects on the 
exporting countries. 

The series of internat ional con­
ferences now taking place is a step 
in this direction, although so far 
they have been more concerned 
with gathering evidence than with 
the difficult task of creating an ef­
fective system of environmental 
management at the world level. 

Part of this task should include the 
construction of an efficient system 
of accounting which makes proper 
allowance for environmental effects 
and the depletion of exhaustible re­
sources, since it would allow the 
position across the world to be moni­
tored and give better guidance to 
policy than at present exists. 

The Scale and Nature 
of the Problems 

The sou rce of t he m a i n , life-
t h r e a t e n i n g , e n v i r o n m e n t a l 
problems in the Community stems 
from the air pollution produced 
mainly by industry, motor vehicles 
and electricity generation. Together 
these are responsible to varying de­
g rees for emis s ions of carbon 
dioxide, sulphur dioxide, nitrogen 
oxide and a number of other pollu­
t an t s (Box). In aggregate , they 
account for 80-95% of such emis­
sions (Graph 67). 

In the North of the Community, the 
major problems relate to pollution 
of the air (and subsequently soil, 
water and forest) resulting from the 
burning of fossil fuels for energy, 
industrial production and trans­
port, and to the pollution of soil and 
water through the production and 
use of chemicals, and waste dispo­
sal. In certain regions, the Ruhr in 

the FRG, the Lille area of France, 
parts of Belgium, Northern Eng­
l and and Sou th Wales , heavy 
industry in decline or no longer in 
production has left a legacy of toxic 
waste and soil pollution. 

In the South of the Community, the 
same kinds of problems'exist but, 
because of the lower levels of indus-

Major air pollutants and their environmental 
impact 

The effects of gaseous emissions are varied. The ozone layer, which 
protects the earth from the sun's ultra-violet radiation, is being eroded 
by the use of CFCs found in aerosols, refrigerators and air conditioning 
units. The effect of the increase in radiation passing into the atmos­
phere is compounded by the accumulation of 'greenhouse gases', 
particularly carbon dioxide (which is generated as fossil fuels are 
burnt) which trap the heat energy in the atmosphere. The resulting 
global warming is predicted to cause sea levels to rise and cover 
low-lying land and turn large areas into desert, significantly reducing 
the habitable regions of the earth some time in the next century. 
Further damage is caused as emissions of sulphur and nitrogen 
compounds combine to produce acid rain. Acid depositions, which look 
set to increase at least in the short term, have caused severe damage 
to vast areas of forest and land, have rendered many inland lakes and 
waterways near sterile and may contribute to the incidence and 
impact of various respiratory ailments. 
Sulphur dioxide (SO2): 
• From combustion of sulphur-containing fuels, mainly coal and oil, 

and some industrial processes. 
• Causes acidification of soils, damage to agriculture, forestry and 

lakes, and may have adverse effects on human health. 
Nitrogen oxide (NOx): 

• Combines with hydrocarbons emitted by cars to produce oxidants 
like ozone which may cause photochemical smog, eye irritation, 
plant damage etc. 

Carbon dioxide (CO2): 
• From burning carbon-based fuels. 

• Is a major cause of global warming which could have serious and 
widespread long-term effects through climate change. 

Chlorofluorocarbons (CFCs): 
• Used in aerosol sprays, in refrigeration and air conditioning plants, 

and as solvents. 

• Cause of the destruction of the ozone layer in the stratosphere, 
allowing more ultraviolet radiation to reach the earth. 
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trialisation and income, they are 
less acute although the need to take 
corrective action is no less pressing. 
Relative to the North, the South has 
major problems of soil erosion - the 
legacy of abandonment of farms and 
overgrazing, of falling water tables 
due in part to the planting of euca­
lyptus trees in place of indigenous 
but more slow growing species. 
There are also the potential con­
flicts be tween the i n t e r e s t s of 
conservation and tourism. 

Both North and South face prob­
lems in major cities caused by traffic 
congestion, over-crowding and the 
decay of urban infra-structure. Des­
pite the lower average density of 
population in the South, cities like 
Athens, Rome and Naples are both 
generating and suffering from air 
pollution from traffic to a greater 
extent than comparable cities in the 
North. In these cities, the problem 
has long passed the point where it 

is a danger to human health and 
even life. Moreover, whereas popu­
lation is tending to remain stable in 
most major Northern cities, it is still 
increasing in many cities in the 
South. On the other hand, traffic in 
urban centres is increasing rapidly 
in most places irrespective of popu­
lation change. Moreover, despite 
the slow growth of the largest cities, 
increasing proportions of people are 
living in towns and cities rather 
than the country (Graph 71). 

Urban environmental problems re­
sult, not only from traffic, but from 
decaying sewers and buildings, 
from the devastation and waste 
land left behind when industry 
closed or moved out to less con­
gested locations, from deteriorating 
housing, and from inadequate rec­
reational facilities and communal 
amenities. These problems are com­
mon to Nor thern and Southern 
cities alike. 

71 Proportion of Populat ion l iving in Urban Areas in the 
Member States 1960,1972,1985 
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As growth occurs and industrial 
production increases, the consump­
tion of energy, the use of motor 
vehicles and the import of exhaus­
tible resources to fuel production 
and satisfy consumer demands all 
tend to go up. Unless economic 
growth is better managed it will 
lead to increased pollution and wor­
sening environmental problems. 
However, in the past 15 years or so, 
the link between economic growth, 
the rate of pollution and the con­
sumption of scarce resources of 
energy and other primary products 
has been broken. 

Community action in the form of the 
imposition of emission standards, in 
combination with increased energy 
prices, have led to ways of increas­
ing the efficiency of use and have 
achieved a degree of success in 
lowering emissions relative to GDP. 

Whereas up to 1973, the Com­
munity's demand for energy rose 
broadly in line with GDP, since then 
energy saving has occurred at an 
average rate of around 1.5% a year. 
Thus, although total consumption 
has risen, it has declined signifi­
cantly in relation to GDP. 

Emissions of SO2 by t h e Com­
munity Member States have been 
reduced considerably over the same 
period, since 1980 by around a third 
(Graph 69). On the other hand, CO2 
emissions, although falling in rela­
tion to GDP during the 1980s and 
declining in absolute terms between 
1980 and 1986, have risen over the 
past four years as the upturn in 
growth has taken place and, signifi­
cantly, as energy prices have fallen 
in real terms following the collapse 
of world oil prices (Graph 68). NOx 
emissions have followed a very simi­
lar trend, declining in the first half 
of the 1980s, then increasing again 
(Graph 70). Emissions from indus­
t r y h a v e s h o w n t h e g r e a t e s t 
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reduction, while transport has been 
responsible for a growing propor­
tion of the emissions produced. 

To put the apparent success in re­
ducing the rate of these emissions in 
perspective, however, scientists 
have recommended that, in order to 
be in line with the capacity of the 
environment to absorb these pollu­
tants, CO2, SO2 and NOx emissions 
should be reduced by at least 50% 
and possibly more. 

Trends in the use of chemical fertili­
sers in a g r i c u l t u r e , however -
which are the major source of ni­
t r a t e l o a d i n g s in so i l , a n d 
significant in the progressive eutro-
phication of waterways - appear less 
favourable. Between 1980 and 1985 
(the last year for which figures are 
available), their consumption in­
creased across the Community as a 
whole, a l though a t a markedly 
slower rate than over the previous 
ten years (Graph 72). 

Although some success has been 
achieved in breaking the link be­
t w e e n e c o n o m i c g r o w t h a n d 
pollution, more economic growth 
tends to produce more environmen­
tal problems. The focus of attention 
must clearly be on electricity gener­
ation on the one hand and the 
t ransport industry on the other, 
with a possible view to changing 
methods of production in the first 
case and encouraging a shift in the 
use of different forms of transport in 
the second. In this regard, it is salu­
tary to note that the beneficial effect 
on emissions of Community legisla­
tion making the fitting of catalytic 
converters to all new cars compul­
sory from 1992/93 is likely to be 
offset almost completely by the in­
creased use of cars and lorries that 
is predicted (Graph 73). 

However, gains resulting from the 
completion of the Internal Market 
will provide savings which could 

permit investment in environmen­
tal protection equipment and in 
environmentally-friendly products. 
For example, the Directive on large 
combustion installations created 
d e m a n d t h r o u g h o u t t he Com­
munity for equipment which was 
previously only sold in a limited 
number of Member States. The en­
vi ronmenta l protection services 
industry will prosper when regula­
tion is harmonised throughout the 
Community, with a beneficial effect 
on growth and employment gener­
ally. 

Community Action 

A C o m m u n i t y p r o g r a m m e of 
measures to protect the environ­
ment was first implemented in 
1973. This has since grown into a 
substantial body of legislation, im­
posing minimum s tandards and 
controls across the Community, cui-

The Effects of 
Higher Growth 

72 Consumption of Nitrogenous Ferti l isers in the Member 
States 1970,1980,1985 

The completion of the Internal Mar­
ket carries three main implications 
for environmental protection. In the 
first place, it will tend to raise the 
rate of economic growth over and 
above what it otherwise might have 
been. Secondly, by eliminating vari­
ations in technical requirements 
and controls, companies will be de­
nied the possibility of gaining a 
competitive advantage as a result of 
hitherto different levels of environ-
m e n t a l s t a n d a r d s in M e m b e r 
States. Thirdly, the opening up of 
competition in public sector pro­
curement creates the possibility for 
the most efficient producers of vari­
ous kinds of equipment for cleaning 
up or preventing pollution, or dis­
posing of waste, to expand their 
share of the Community market. 
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minating in 1986 with the incorpor­
ation of specific provisions relating 
to the environment into the Treaty 
(Box). 

Present legislation arose from the 
desire to ensure fair competition in 
a free trade area while, at the same 
time, allowing countries to impose 
restrictions on the free movement of 
goods on justifiable grounds, envi­
ronmental protection being one of 
them. Legislation at present exists 
over a wide range of areas, includ­
ing the enforcement of product 
standards, limits on trade in haz­
ardous waste, quality control (in the 
case of water), as well as emission 
standards (Box p.80). 

Most legislation at present takes 
the form of administrative controls, 
but success in ensuring compliance 
has been patchy. The enforcement 
of controls is difficult and costly to 
implement and can involve long de­

lays, especially in cases where 
Member Governments, in the form 
of public sector agencies, are the 
culprits. There is, therefore, in­
c r e a s i n g i n t e r e s t in economic 
measures which work through the 
market mechanism to penalise of­
fenders through levying taxes or 
charges, or which encourage good 
practice. 

In addition to legislation and the 
imposition of standards, the Com­
munity now operates a range of 
programmes of financial aid for en­
vironmental protection (Box p.85). 
These programmes work largely 
t h rough the S t ruc tu ra l Funds , 
which are aimed predominantly at 
assisting developing regions, re­
gions in industrial decline or the 
unemployed, but which since 1989 
have to take specific account of the 
environmental consequences of the 
support being given. 

73 Car Ownership in the Community 1970-2000 

500 

400 

300 

200 

100 

Cars per 1000 inhabitants 
500 

400 

300 

H 200 

100 

1970 1975 1980 1985 1990 1995 2000 

Employment Effects 
of Environmental 
Protect ion 

The full consequences for employ­
ment of giving high priority to 
environmental problems is hard to 
gauge. There is, as yet, no consist­
ent or coherent set of figures which 
indicate with any certainty how 
many people are employed in the 
environmental industries, or how 
the number has changed over the 
past, let alone a more general figure 
encompassing all those jobs, wher­
ever they occur, which have a major 
environmental 'component'. There 
is not even an agreed definition of 
what activities the environmental 
industry covers. This is primarily 
because they are so varied: cleaning 
up the environment; disposing of 
waste; managing water and other 
resources; controlling pollution; 
producing equipment to limit or 
eliminate emissions and to measure 
their effects, and so on (Box p.81). 

However, recent estimates suggest 
that around 1.2-1.5 million people 
in the Community are directly em­
ployed in ac t iv i t ies which are 
related to environmental protec­
t i o n , a n d w h i c h g e n e r a t e 
value-added of around 45-50 billion 
ECU. These f igures r e p r e s e n t 
around 1% of both Community em­
ployment and GDP. The wider 
figure for employment in environ­
mentally related activities could 
easily be twice as large. 

The environmental industries can 
be divided into two parts. One con­
sists of the industries supplying 
intermediate environmental goods, 
such as pollution control equip­
ment, or basic infrastructure for the 
improvement or protection of the 
environment, such as civil engineer­
ing and construction works. Some 
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50% or more of employment in this 
part is in the construction industry, 
and around 25-30% is in mechanical 
or electrical engineering. 

The other part comprises the indus­
tries which purchase and operate 
pollution control equipment and in­
f r a s t r u c t u r e e i t he r to p r e v e n t 
e m i s s i o n s p r o d u c e d , i n , for 
example, electricity generat ion, 
chemical production or iron and 
steel manufacture, or because they 
are concerned with waste disposal 
or water supply. In this part - the 
industries at the sharp end - 60-65% 
of employment is in public utilities 
or other parts of the public sector, 
with 35-40% in private industry, al­
though the proportion varies across 
the Community depending on the 
extent to which public utilities are 
publicly or privately owned. 

The scale of the industry varies con­
siderably between Member States. 
The FRG has, by some way, the 
largest and most developed indus­
try with the highest number of 
people employed. Estimates sug­
gest that it accounts for around 40% 
of total activity within the Com­
munity in this area (Graph 74). The 
less developed countries of the Com­
mun i ty have s ignif icant ly less 
developed environmental indus­
tries. Spain, Portugal, Greece and 
Ireland together account for under 
4% of total Community activity in 
environmental protection. 

To some extent, this disparity re­
f lec t s t h e d i f f e r i ng s ca l e of 
environmental problems which in­
d i v i d u a l S t a t e s face . M o r e 
importantly, however, it reflects the 
extent and nature of regulations 
and controls, and the scale of gov­
ernment expenditure in this area. 
The higher the priority given by 
government to environmental pro­
tection and improvement and the 
more resources it is prepared to 

I 

Environmental Commitments in the 
Single European Act 

Article 100 A 

(3) On the Internal Market: the Commission, in its proposals 
concerning health, safety, environmental protection and 
consumer protection, will take as a base a high level of 
protection. 

Article 130 R 

1. Action by the Community relating to the environment 
shall have the following objectives: 

• to preserve, protect and improve the quality of the 
environment; 

• to contribute towards protecting human health; 
• to ensure a prudent and rational utilisation of natural 

resources. 
2. Action by the Community relating to the environment 

shall be based on the principles that preventive action 
should be taken, that environmental damage should as 
a priority be rectified at source, and that the polluter 
should pay. Environmental protection requirements 
shall be a component of the Community's other policies. 

3. In preparing its action relating to the environment, the 
Community shall take account of: 

• available scientific and technical data; 

• environmental conditions in the various regions of the 
Community; 

• the potential benefits and costs of action or lack of 
action; 

• the economic and social development of the Community 
as a whole and the balanced development of its regions. 

4. The Community shall take action relating to the 
environment to the extent to which the objectives 
referred to in paragraph 1 can be attained better at 
Community level than at the level of the individual 
Member States. Without prejudice to certain measures 
of a Community nature, the Member States shall 
finance and implement the other measures. 

5. Within their respective spheres of competence, the 
Community and the Member States shall cooperate 
with third countries and with the relevant 
international organisations. The arrangements for 
Community cooperation may be the subject of 
agreements between the Community and the third 
parties concerned (but without prejudice to Member 
States' competence to negotiate in international bodies 
and to conclude international agreements). 
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commit, the larger will be the size of 
the industry set up to meet the de­
mand created for its products and 
services. 

The electricity generation industry 
is a clear example where there is 
existing technology, which, if im­
plemented, could make significant 
improvements in global CO2, SO2, 
and NOx emission levels, but where 
the cost of modifying existing plant 
is high and, in general, Govern­
ments have been reluctant to act. 

The future growth of the environ­
ment industry in the Community is 
thus highly dependent on the devel­
opment of environmental policy and 
on the specific measures taken for 
ecological protection and improve­
ment. Any projections of its future 
impor tance , of the n u m b e r s of 
people likely to be employed or of 

the skill and training requirements, 
are heavily contingent on political 
decisions. 

Employment 
Prospects 

A number of studies have been 
undertaken which project future 
output and employment, on the 
basis of assumptions about prob­
able future policy. While the results 
should not be regarded as more 
than indicative, they do suggest -
partly in the light of trends in the 
US, which has moved well ahead of 
the Community in this area in re­
cent years - that the major growth 
of jobs in the next five years will be 
in waste management and water 
t r e a t m e n t . These indus t r i es a t 
present account for over half of 
value-added and employment in the 
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sector, and could grow by 6-7% a 
year, possibly creating over 30 thou­
sand additional jobs (Graph 75). 

Among individual Member States, 
the largest potential growth could 
come in the developing countries of 
the Mediterranean where pollution 
control is less developed and where 
compliance, even with present Com-
m u n i t y s t a n d a r d s on s e w a g e 
disposal for example, would require 
significant expenditure. A number 
of other more developed countries, 
such as the UK and Italy, are in a 
similar position and are also likely 
to need to expand activity by rela­
tively large amounts (Graph 76). 

The impact of increased environ­
menta l expendi ture will not be 
confined to the environmental in­
dustry alone. To bring plant and 
facilities up to standard, or to re­
place those which are incapable of 
being modified or repaired, will 
have substantial knock-on effects 
on employment in other sectors. A 
major example is the replacement of 
decaying sewers in many cities 
around Europe which, in itself, will 
involve immense capital spending 
and considerable work for the con­
struction industry. The need to 
replace or renovate infrastructure 
and buildings will have similar con­
sequences. 

Indeed, the restoration and renova­
tion of buildings and public places 
was an important area of publicly 
supported job creation initiatives, 
especially for young people, when 
unemployment was at its worst in 
the mid-1980s. These activities 
have in some cases been incorpor­
ated into mainstream public (often 
local) and, occasionally, private sec­
t o r w o r k . H o w e v e r , a s t h e 
unemployment crisis has lessened, 
so has the support. 
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The obstacle to all such employment 

creating activity is simple ­ finance. 

Much of the necessary remedial and 

replacement work falls within the 

public sector, as do many environ­

menta l activit ies. With present 

political as well as economic con­

s t r a i n t s on a n y s i g n i f i c a n t 

expansion of public expenditure, re­

flecting a general reluctance among 

people to pay more taxes, the fact 

t h a t work is desirable or even 

necessary does not ensure that it is 

carried out. 

Short­term concerns can often be 

very short­sighted, however. The 

successful implementation of wide­

ranging, long­term, environmental 

protection programmes have been 

shown not only to have achieved 

ecological aims, but also to have 

strengthened the long­term compe­

titiveness of the region concerned. A 

particular case is the Ruhr area in 

the FRG which has devoted consid­

erable effort to cleaning up an 

environment polluted by decades of 

heavy industrial production. After a 

major programme of expenditure, it 

has achieved remarkable success in 

reducing air pollution, decontami­

nating the soil and restoring its 

natural habitats. Beyond that, it 

has developed a thriving new indus­

try around clean technologies and 

efficient waste management equip­

ment. More than 100 thousand new 

jobs in some thousand small and 

medium­sized en te rpr i ses have 

been created. 

More generally, a system of exten­

sive and s t r ingent controls and 

regulations on emissions and other 

forms of pollution has not prevented 

German industry from maintaining 

its competitive strength. Indeed, 

the early adoption of environmen­

t a l l y ­ c l e a n p r o c e s s e s a n d t h e 

d e v e l o p m e n t of new p r o d u c t s 

around them has arguably served to 

improve even further the competi­

Main environmental industries 

Services: 

Water management and purification; waste management; recycling; 
conservation of threatened or damaged habitats; technological re­
search and development; training and advice for operators of pollution 
control in industry and public agencies; public transport. 

Product ion of equipment: 

End­of­pipe filters, scrubbers, treatment plants; equipment for collec­
tion and transport of waste; monitoring and control equipment; public 
works materials; planning, engineering and design. 

Environmentally-friendly goods: 

eg. PCB and CFC substitutes, biodegradable plastics, biodegradable 
detergent, catalysers, lead­free petrol, non­toxic paints etc. 
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75 Distribution of the Pol lut ion Control Market in the 

Community 1989 and 1995 
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tive position of German manufac­

turers ­ in the car industry, for 

example ­ since producers else­

where now have to catch up, and try 

to contest already entrenched mar­

ket positions. 

Both examples point the way for the 

Community. If measures to protect 

the environment are not incorpor­

ated as an integral part of future 

development both of the economy 

and of particular products and pro­

cesses then, not only will the threat 

to human and ecological well­being 

continue, but the Community will in 

the long­run lose marke t s , and 

hence jobs, to producers elsewhere 

who have adapted to the new imper­

atives. 

In this regard, it has to be recog­

n i s e d t h a t m u c h of t h e m o s t 

advanced technological equipment 

used in the environmental industry 

­ tha t is, equipment with a high 

micro­processor content for moni­

toring and measuring ­ is currently 

either imported from the US or 

Japan, or is manufactured in the 

Community in foreign­owned firms 

or under licence. 

All these considerations have impli­

c a t i o n s for t h e p a t t e r n of 

d e v e l o p m e n t w i t h i n t he Com­

mun i ty . The adopt ion of more 

stringent emission controls and the 

inclusion in the productive process 

of various cleaning or filtering de­

vices could mean that producers in 

the South need to import such 

equipment from the North because 

of a lack of local production capa­

bility, so adding to problems of 

regional imbalance. At present, the 

pollution equipment industry is 

heavily concentrated in the FRG, 

France, the UK and the Nether­

lands, these four countries together 

accounting for some 80% of employ­

m e n t in p o l l u t i o n e q u i p m e n t 

manufacturing in the Community. 
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This should not mean the imposi­
tion of a less stringent set of controls 
and standards in the South of the 
Community. Such a move would 
tend to perpetuate the existing loca-
tional pattern of the environmental 
equipment industry and the exper­
tise which exists in this sector. 
Instead, it highlights the import­
a n c e of e n c o u r a g i n g t h e 
development of pollution control in­
d u s t r i e s in a l l p a r t s of t h e 
Community in order not to worsen 
problems of regional imbalance. 
This might be easier to achieve 
against the background of the early 
adoption of a uniform system of 
relatively stringent controls rather 
than of some kind of two-level sys­
tem. 

It leads back, however, to the issue 
of financial and technological trans­
fe r s w h i c h a r e e s s e n t i a l if 
deve lop ing a r e a s in t h e Com­
munity, and indeed in the rest of the 
world, are to be able to follow paths 
of development which safeguard the 
environment and strengthen their 
long-term competitive position. The 
Structural Funds have a part to 
play in this regard. 

The Community's responsibility for 
the environment does not stop at its 
borders. The most pressing ecologi­
cal problems are global in scale. 
Given the Community firms' tech­
nological edge and expertise in the 
environmental protection industry, 
they could give a lead in the protec­
tion of the global environment. A 
s t a r t h a s a l r e a d y been m a d e 
through the PHARE programme, 
where assistance to Poland and 
Hungary to clean up the pollution 
caused by unregulated heavy indus­
trial pollution is already creating 
jobs there and in the Community. 

A further potential for job creation 
and the promotion of an effective 
strategy of sustainable develop-

Î 

ment arises from the activities fore­
seen by the Lome Convent ion, 
signed in December 1989. 

The Need for Training 

The kind of employment in the en­
vironmental industry, judged in 
terms of job content and skills, is not 
markedly different from tha t in 
other sectors. As elsewhere, a large 
proportion of the labour force is em­
ployed in jobs with low skill content. 
Around 70% of jobs are in the water 
supply industry, concerned with 
pollution control and treatment, or 
in waste collection and disposal, 
where many of the operations do not 
require a high level of skill. In total, 
some 80% of the people currently 
employed in the environment indus­
try are relatively low skilled with 
few qualifications. 

Nevertheless, the other 20% of the 
work force, involved in manage­
ment and technical activities, are 
highly ski l led and ex tens ive ly 
trained. Moreover, if present envi­
ronmen ta l objectives are to be 
achieved, a significant increase is 
needed in both the number of skilled 
people employed and the extent and 
quality of t ra ining they receive. 
There are a number of reasons for 
this. Firstly, environmental prob­
l e m s a r e c o m p l e x a n d ou r 
understanding of them is limited. 
Secondly , t h e r e is a need for 
measures to be anticipatory and 
preventative rather than reactive -
it is often difficult or impossible to 
take effective corrective action after 
the pollution has been caused, and 
it is generally more costly. Thirdly, 
it is important to tackle problems in 
the most efficient and cost-effective 
way. Fourthly, as popular aware­
ness of the environment increases, 
new sectors of activity are emerging 
- the creation and maintenance of 
nature reserves, country parks and 

urban open spaces, the restoration 
of old buildings and places of his­
torical interest. 

The skills required are increasingly 
multi-dimensional as the pervasive 
nature of environmental problems 
become apparent, as the application 
of new technology (micro-processors 
and sensors) widens the scope of 
possibilities, and as pollution con­
trol becomes an integral part of 
productive processes. At the man­
agerial level, the need is for people 
capable of determining the environ­
m e n t a l a c t i o n to t a k e in full 
knowledge of the technical options, 
the economics of each and the legis­
lation in force, and then being able 
to plan, coordinate and communi­
cate this in an effective way. At the 
technical level, there is a need for 
specialists to develop and improve 
protective devices and measuring 
equ ipmen t , manage control fa­
cilities and to give advice. 

Within the public sector, the need is 
for engineers capable of devising 
and operating more sophisticated 
and accurate measurement tech­
niques and analysing the results, 
not only to monitor the scale of the 
problem but also to give advice, es­
pecially to small and medium-sized 
companies which cannot afford to 
employ specialists. In the environ­
mental industry itself, the need is 
for technicians who unders tand 
both the production process and the 
environmental aspects, so that they 
can advise on cost-effective means 
of avoiding or minimising pollution, 
while maximising the efficiency of 
production. 

At present the education and train­
ing facilities available in most parts 
of the Community are inadequate in 
terms of both the number of people 
they can take and the courses they 
offer. In particular, teaching needs 
to move away from the traditional 
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separation of scientific disciplines 
and become broad-based and multi-
disciplinary in character because of 
the complex nature of environmen­
tal problems. 

There is also a need to adapt to the 
emergence of the rapidly growing 
industry around the provision of 
recreational facilities, conservation 
and na ture reserves, where the 
range of skill requirements include 
urban planning, the restoration of 
buildings and areas of land, urban 
and rural landscaping, the manage­
ment of nature reserves, town and 
country parks, forests, and so on. 
Many of the jobs being created here 
do not require a high level of scien­
tific knowledge, but they do require 
broad training programmes which 
can encompass the wide range of 
issues involved. 
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Community Financial Aid for Environmental 
Protection 

Projects involving environmental im­
provements can qualify for assistance 
from a range of Community programmes 
. These funds, which provide oppor­
tunities for new jobs, include: 

ACE - Action by the Community 
relat ing to the Environment 

Subsidies for: 
• the development of new and clean 

technologies; 
• the upkeep or restoration of seriously 

threatened biotopes which are the 
habitat of endangered species; 

• waste recycling; 

• reclamation of sites contaminated by 
waste or dangerous substances; 

• protection or restoration of soil threat­
ened or spoilt by fire, erosion or 
desertification 

The Structural Funds 

The Community's Structural Funds (Eu­
ropean Regional Development Funds, 
European Social Funds, European Agri­
cultural Guarantee and Guidance Fund -
see Chapter 10) all play a role in environ­
mental protection. For example, a per 
hectare aid is granted to farmers for the 
extensification of production, or for prac­
tices compatible with environmental 
protection in sensitive areas 

ENVTREG 

A new initiative within the Regional 
Fund, provides financial assistance for 
productive investment, and for environ­
mentally beneficial investment in 
infrastructures directly linked to econ­
omic development. ENVIREG's priorities 
are: 

• investment in the storage, treatment, 
recycling and safe disposal of danger­
ous industrial waste and effluent, and 
agricultural waste; 

• monitoring of emissions into the air 
and discharges into water and soil; 

• investment in small and medium-
sized enterprises (SME) with a view 
to reducing emissions or installing 
clean technologies; 

• vocational training linked to such ac­
tivities; 

• reafforestation, prevention of forest 
fires and soil erosion 

IMP - Integrated Mediterranean 
Programmes 

Actions aimed at improving the socio­
economic stability of certain 
Mediterranean regions. Includes protec­
tion of the environment. 

MEDSPA - Strategy and p lanning 
for the protect ion of the environ­
ment in the Mediterranean bas in 

This fund is focused on the problems af­
fecting natural water resources, marine 
pollution, the management of urban or 
industrial waste, and the upkeep of open 
spaces. 

EIB - European Investment Bank 

Provides financial support for a wide 
range of projects, including loans to envi­
ronmental protection schemes. These 
include those dealing with transport, 
waterways, energy, industry, agricul­
ture, forestry and fishing, the service 
sector, housing, professional training 
centres, tourism, and pollution control. 
Projects applying for any EIB funding 
must comply with Community Directives 
on the environment. 

NCI - N e w Community Instrument 

Provides loans for investment in SME, 
including those relating to the environ­
ment, new technologies, and the rational 
use of energy. 
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Chapter 6 Employment for Women - Is Access to Jobs 
Easier or Not? 

The participation of women in the labour market continues 
to increase. However, many women face specific, often very 
practical, difficulties which need to be overcome if they are to 
have equal access to employment. 

Introduction 

Throughout the 1980s, women's 
share of total employment rose in 
every Member State, largely due to 
the growth of part-time jobs in the 
service sector. Despite this growth 
in women's employment, the lower 
levels of labour force participation 
in the Community compared with 
the United States or Eastern Eu­
rope suggest that women remain an 
under-utilised resource during a 
period when the Communi ty ' s 
working-age population is shrink­
ing. 

If the Community is to reach its full 
economic potential in the years to 
come, it will need to make full use of 
all the human resources available. 
With greater emphasis on the need 
for women to work, the positive 
growth of jobs for women has 
brought another issue - that of equal 
access of women to the labour mar­
ket - to the forefront. 

How far women come onto the la­
bour market depends on a number 
of factors - how women register the 
fact that they are looking for work, 
the social infrastructure that makes 
it possible for them to work and the 
social security and working time ar­

rangements that would enable both 
women and men to combine work 
and family life. The sort of jobs they 
are able to do will also depend on the 
access they have been able to have 
to appropriate forms of vocational 
training. The importance of the dif­
ferent obstacles to women's labour 
force participation varies widely be­
tween Member States. 

Access to the labour market throws 
up more difficulties for women than 
for men. Indeed, for par t i cu la r 
groups of women, the road to work 
or back to work appears to be lit­
tered with obstacles. There are 21 
mi l l ion economica l ly i n a c t i v e 
women in the Community in the 
pivotal 25 to 49 age group, a growing 
proportion of whom would like to 

77 Activity Rates of Women in the Member States 
1979 and 1988 

Activity rate (%) 
80 

GR Β NL D 

\ 

87 



Chapter 6 Employment for Women - Is Access to Jobs Easier or Not? 

78 Employment Rate of Married Women Aged 25-49 in the 
Member States 1985 and 1988 

Employment rate (%) 
-, 100 

79 Share of Women Job Seekers in the Member States 
Seeking a Job after a Period of Inactivity 

1985 and 1988 

% job seekers 

work. They are composed of two 
groups: 

• women seeking to re-enter the 
labour market after an absence 
of several years or more. 

• women seeking to combine 
their jobs with family responsi­
bilities which require absences 
or leave of varying duration. 

The first group were identified by 
the Commission's first Action Pro­
gramme for Equal Opportunities for 
Women in 1982 as requiring special 
measures to facilitate their return 
to working life. 

Concern about access to employ­
ment for the second group of women 
- m o t h e r s w i t h f ami ly r e s ­
ponsibilities for children and adult 
dependants - has come to the fore 
during the 1980s as part of a wider 
debate on family time and its rela­
tion to working time and working 
life. 

Women's Access to 
Employment 

The issue of access has been high­
lighted by both demographic and 
economic changes. The female la­
bour force comprises fewer and 
fewer younger single women and 
more and more older m a r r i e d 
women with children. Between 
1985 and 1988 the proportion of 
married women aged 25 to 49 years 
old in employment rose by 2.5% 
while that of men in the same age 
group declined by 0.5% (Graph 78). 

A second indicator of the desire to 
work is the number of unemployed 
women in the Community seeking a 
job after a period of absence from 
the labour market. In 1988 they ac­
counted for 2.2 million or 31% of 



Chapter 6 Employment for Women - Is Access to Jobs Easier or Not? 

women job seekers compared to only 
1.2 million or 18% of men job see­
kers (Graph 79). 

There are substantial and growing 
numbers of women seeking employ­
ment. Many of these are women who 
have been economically active (as 
f ami ly h e l p e r s in Greece for 
example), but who are now seeking 
guaranteed paid employment. 

The flow of women onto the labour 
market has been accompanied by a 
decline in fertility rates. The in­
verse relationship between fertility 
and labour market participation is 
world-wide and not unique to Eu­
rope. The fall in fertility can be seen 
in the rise in the age of mothers at 
the birth of their first and often only 
child - a result of longer education 
and increased labour market par­
t ic ipat ion of the i r mother . The 
proportion of women with a second 
and third child in the Community is 
falling (Graph 80). 

The number of young people avail­
able to join the working population 
has been shrinking since 1981. An 
increasing proportion of children 
are being raised in single-child, 
single-generation and even single-
parent families. In Denmark, the 
UK and the FRG one household in 
ten with a child under the age often 
is a one-parent family, headed in 
most cases by a woman. Between 
1960 a n d 1986, d ivorce r a t e s 
doubled in Denmark and the FRG, 
tripled in Belgium, France and Lux­
e m b o u r g , q u a d r u p l e d in t h e 
Netherlands and increased six-fold 
and nine-fold in the UK and Portu­
gal respectively. 

This changing family structure is 
causing profound changes in the ex­
tended family support that earlier 
generations of women relied upon to 
allow them to go to work. This has 

implications for improved access to 
the labour market for working mo­
thers. 

The labour force participation of 
lone mothers with children under 
four is not very different from that 
of all mothers with children under 
four, at around 50%. There are con-
s i d e r a b l e v a r i a t i o n s b e t w e e n 
Member States, however. Where 
lone mothers with dependent child­
ren work, they tend to work longer 
hours than other mothers. Since 
maintenance payments play a less 
important role than wages and sa­
laries in the income of lone mother 
families, the faster rate of house­
hold decomposition may propel ever 
greater numbers of mothers in the 
25 to 49 age group to seek jobs. 

For many employers in some sectors 
(e.g. financial services) who are fac­
ing shortages of skilled staff (see 
Chapter 8 of Employment in Europe 

1989) women seeking to return to 
work are an obvious solution to 
their problem. Despite the existence 
of a substantial pool of long-term 
unemployed, many employers do 
not readily recruit from this supply 
of labour. The reasons are complex, 
but include the fact that there are 
both regional and skills mismatches 
between the long-term unemployed 
and jobs available. 

The convergence of interests be­
tween employers who w a n t to 
recruit women seeking to return to 
work and the desire of women to 
have an independent working life 
has led to a vigorous debate around 
the so-called 'extra-work' dimen­
sions of equal i ty policy. These 
include what were regarded in the 
1960s a n d 1970s as d i s p a r a t e 
'mother only' concerns - childcare, 
maternity leave, transport to work, 
the care of sick and dependent child­
ren and adults. 

80 Average Number of Children per Woman in the Member 
States 1970 and 1988 

Average number of children per woman 
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81 Part Time Employment as a Share of Total Employment 

in the Member States 1988 
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Attitudes have changed. In the 1989 

Eurobarometer study, 11,000 Euro­

pean respondents were asked to 

choose the top priorities for their 

governments in family policy. Top of 

the list came housing, selected by 

44% of respondents, followed closely 

by the availability of childcare ar­

rangements, identified by 39% of 

interviewees. 

The same study found that the ideal 

number of children per family aver­

aged out at 2.1, a level similar to 

t h a t necessary to main ta in the 

population of Europe at its present 

level, but well above the present 

average number of children per 

family in the Community. 

Women's 
Employment: 
Still more Precarious 
than that of Men 

82 Share of Employees working under Temporary 

Contracts in the Member States 1988 

% Employees 

Progress in ensuring that women 

have equal access to paid employ­

ment is slowly being achieved. 

Women now account for 38% of total 

employment in the Community and 

this proportion continues to rise. 

Such positive advances for women 

have another dimension as far as 

the quality of jobs they hold is con­

cerned. Oppor tuni t ies for work 

outside the home for some women 

means reluctant acceptance of non­

standard employment for others. 

Part­time employment represents 

only 13% of total Community em­

p l o y m e n t (1988) b u t 2 8 % of 

women's employment (Graph 81). 

Part­time employment is increasing 

both in the Community as a whole 

and among women in particular. In 

1988 alone, part­time employment 

among women increased by jus t 

under 1% which meant an addi­

tional half a million women holding 

p a r t ­ t i m e j o b s in t h e Com­
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munity.While for the majority of 
part-time women workers and their 
employers, this form of working ar­
rangement suits their respective 
needs, for a growing number of 
women - 1.6 million - part-t ime 
working is not a choice.It is involun­
tary, in that they are unable to find 
a full-time job. Similarly, temporary 
work ing is more p r eva l en t for 
women than for men (Graph 82). It 
is also often involuntary. Among 
women temporary workers, 50% 
hold such jobs because they could 
not find a permanent one. 

Many temporary jobs are part-time 
as well and this compounds the 
problem of secure employment for 
women who are marginal on the 
labour market. Besides part-time 
and t e m p o r a r y work ing , o the r 
forms of atypical or non-standard 
employment contracts account for 
large shares of women's economic 
activity.Examples are to be found 
among family helpers, among whom 
women represent 50-80% in the ma­
jority of the Member States, and 
manufactur ing homeworkers , of 
whom there are an estimated 1.5 
million in the Mediterranean coun­
t r ies , the majority again being 
women. 

The importance of the different 
forms of non - s t anda rd jobs for 
women's employment varies consid­
e rab ly ac ros s t h e C o m m u n i t y 
depending on the demand for flex­
ible labour. One in every two women 
at work in the Netherlands works 
part-time while one in four women 
in Greece is a family helper. 

T h e c o n t i n u e d t e n d e n c y for 
women's employment to be segre­
gated into a restricted range of jobs, 
occupations and sectors of industry 
adds to the precarious nature of 
women's position on the European 
labour markets.This is especially 
the case where flexible forms of 

Registering for Unemployment 

Entitlement to unemployment benefit is one of the most important 
incentives to register at an employment office. Entitlement depends 
on registering, on being available for, and actively seeking, work, on 
having been in insurable employment and having acquired a contribu­
tions record. Many women, particularly those returning to the labour 
market, are not entitled to benefit and so have less incentive to 
register. 

The type and duration of work sought are factors in registration in 
some countries. In France and Ireland, people seeking part-time work 
are not counted as unemployed. In Spain, Luxembourg and the 
Netherlands, those seeking less than 20 hours work per week (19 
hours in FRG) are excluded. In Denmark the cut-off is 15 hours. 
Similarly in France, the FRG, Luxembourg and Spain, those seeking 
temporary work are not counted as unemployed. These administrative 
arrangements are more likely to exclude women than men, since 
women predominate among part-time workers, among those working 
short hours and among some groups of temporary worker. 

Certain categories of women are also treated differently from men 
with regard to requirements to register at labour exchanges. In the 
UK and Ireland, for example, all lone mothers supporting dependent 
children are exempted from the requirement to seek work. This is also 
the case in the Netherlands for lone parents of children up to 16 years 
old. In France and the FRG most lone parents (usually mothers) with 
children under three years old are exempt from the requirement to 
register for work. 

83 Share of all Unemployed Men and Women Registered 
as Unemployed in the Member States 1988 

100 
% Total unemployed (ILO definition) 

100 

! 
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working fall outside the protection 

of labour law, collective agreements 

and social security systems. Para­

doxically the response need not lie 

in separate solutions for women.In­

creasing the statistical and social 

visibility of atypical employment, 

preparing measures to improve the 

coverage of health and safety regu­

lations and the discouragement of 

their use as a means for gaining 

unfair advantage in the competition 

process would benefit both men and 

women. 

The Social Amenities 

for Women in 

Employment 

Women as mothers or carers for de­

pendants need various forms of 

permanent social amenities in order 

to facilitate their entry and re­entry 

to employment. These amenities 

embrace all those responses of em­

p loyers , local a u t h o r i t i e s , t he 

voluntary sector, collective agree­

ments and national state measures, 

which make it easier for women to 

work and go on training courses and 

allow them to combine a job with 

domestic responsibilities. 

The first stage in making employ­

ment accessible to women is to 

establish their availability for work. 

Even at this early point, the paths 

pursued by women and men are 

somewhat different. A large propor­

tion of women in the Community 

make no contact at all with public 

labour market placement agencies 

in s e e k i n g work. One in four 

women, compared with only one in 

seven unemployed men in the Com­

munity, do not register at public 

agencies (Graph 83). Only in Italy 

and Portugal are registration rates 

higher for women than for men. 16% 

of unemployed women use news­

84 

100 

Activity Rates of Women wi th and wi thout Children 

in the Member States 1988 

Participation rate (%) 

■ Women aged 20-49 with no children 

■ Women with at least one child aged 0-4 years 

G Women with at least one child aged 5-9 years 

100 

papers and personal contacts exclu­

sively to find work, compared with 

only 7% of men. 

The use of informal networks to find 

work makes sense given that many 

women expect to enter jobs usually 

done by women, similar to those oc­

cupied by their neighbours and 

friends. However, because registra­

tion may be a condition for access to 

labour market training and employ­

ment programmes, the absence of 

registration or failure to register 

may exclude substantial numbers of 

women in some countries from en­

tering training programmes and 

obtaining advice on training and 

employment opportuni t ies (Box 

p.91). 

The type of jobs sought by men and 

women, not surprisingly, are differ­

ent ­ because of sex segregation of 

the employment market and to the 

unequa l sha r ing of family res­

ponsibilities. In the crucial 25 to 49 

age group, only 2% of men are seek­

ing a part­time job compared with 

30% of women and 37% of married 

women in the same age group. Re­

search in the UK indicates that the 

greater readiness of women to ac­

cept part­time work in jobs below 

the level of their qualifications con­

tributes to lower levels of income 

and job devaluation. 

At this initial stage, special pre­vo­

cational training courses have an 

important role to play in enabling 

women to update their knowledge of 

job oppor tun i t i e s , rebui ld con­

fidence in presenting themselves for 

jobs or training programmes which 

m a t c h t h e i r c a p a b i l i t i e s , a n d 

examine constructively some of the 

obstacles they may encounter after 

an absence from the labour market. 

Women with children have less suc­

cess in establishing themselves in 

employment than women without. 
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Mothers with school age children 

have higher employment rates in 

general than mothers with pre­

school children (Graph 84). Both 

have lower employment rates than 

women without children from ap­

proximately the same age group. 

Travelling to Work and 

Equal Opportunit ies 

Having decided to look for a job, 

what distances will women travel to 

work? Labour market access for 

women raises the question of how 

far they are both willing and able to 

travel away from home. 

The relationship between gender, 

t r a n s p o r t and employment for 

women now seems indisputable and 

has complex repercussions for mo­

thers ' employment options, their 

household arrangements and public 

t r anspor t policy. Evidence from 

France has identified access to a car 

and numbers of children as factors 

which influence where mothers 

work. 

The research found that poorly edu­

cated or unskilled mothers were 

more reluctant to work far from 

their home because the extra pay 

was insufficient. Even if they were 

willing to do so, they were more 

restricted than more educated and 

skilled women because they fre­

quently had less access to a car. 

Thus employers and potential wor­

kers can find themselves cut off 

from each other. 

The proportion of married women 

and married men working full­time, 

combining work and childcare trips 

on the way home from work varies 

enormously. 62% of French married 

women, for example, but only 31% 

of married men with children over 

six, combined work and childcare 

trips on the way home from work. 

68% of Dutch married women, com­

pared with only 12% of men, made 

childcare trips on the way home. 

These issues have wider implica­

t i o n s , for e x a m p l e , for t h e 

relationship of employment to the 

e n v i r o n m e n t (Chap te r 5). The 

failure of transport systems to meet 

the needs of working parents in 

either quality or quantity may lead 

to increased demand for car usage 

at peak hours to transport them­

selves and their children to school 

and work, leading to increased traf­

fic congestion. 

The relationship between t rans­

port, mobility and work underlines 

the different constraints on women 

and men in obtaining and retaining 

a job. A transport policy for working 

parents needs to be sensitive to the 

mul t ip le t r a n s p o r t demands of 

working mothe r s in par t icular . 

S u c h po l i c i e s wou ld i m p r o v e 

women's access to a wider range of 

jobs and facilitate employers' access 

to larger numbers of potential re­

cruits. 

School Hours and 

Working Hours 

The mismatch between working 

hours and school hours is a common 

obstacle to women's access to the 

labour market. School hours affect 

both working mothers seeking to 

stay in their jobs and women seek­

ing to r e t u r n to work after an 

absence caring for smaller children. 

The m i s m a t c h be tween school 

hours and working hours typically 

means t ha t the working mother 

must choose between: 

• seeking and accepting part­time 

work which corresponds to 

school hours; 

• organising after­school care; 

85 Opening Hours of Schools in the Member States 

D Closed 

■ Open 

D Childcare 
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• remaining economically inac­

tive. 

School hours correspond little, if at 

all, to working hours and vary con­

siderably between Member States 

and between different school sys­

tems within Member States. For 

example, there are just three hours 

in any day when all the schools of 

the Community are open at the 

same time: from nine in the morn­

ing to midday. Outside these three 

hours , school sys tems function 

quite differently so the implications 

for women's employment are spe­

cific to each country (Map 85). 

School hours in the Community can 

be categorised into four groups ac­

cording to their compatibility with 

working hours and compared with 

the activity rates of women with a 

child aged 5 to 9 years old (Graph 

86). (A continuous school day means 

that school continues into the mid­

a f t e r n o o n w i t h or w i t h o u t 

post­school childcare. A broken 

school day means that children are 

e x p e c t e d to l e a v e t h e school 

premises.) The absence of sufficient 

school buildings obliges a large 

number of children in Greece and 

Portugal to attend school mornings 

or afternoons, on a rota basis. The 

s i tuat ion is changing in Spain, 

where canteens for school lunches 

are being introduced in some re­

gions. Though there are regional 

differences inside Member States, 

the four different patterns exist in a 

general form. 

The b roken school day in t he 

Nether lands , where children go 

home to lunch may have something 

to do with the high rate of part­time 

working there: 87% of employed 

women in the Netherlands with a 

child aged 5 to 9 years old work 

86 Activity Rates of Women wi th a Child Aged 5-9 in 

Relat ion to School Hours in the Member States 

1988 

Participation rate (%) 

■ Continuous school day 
S Attendance in shifts 
Π Short school day 
Π Broken day with lunch break 
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part­time. This pattern should be 

distinguished from the desire to be 

at home at midday to take charge of 

the family. A recent French study 

revealed t h a t half the marr ied 

women questioned who were work­

ing full­time outside Paris managed 

to get home at midday for lunch. 

School hours are just one of the as­

pects of school organisation that 

affect women ' s work ing l ives . 

School holidays, breaks, and free 

days also need to be considered and 

these issues should form part of any 

ar rangements for pre­vocational 

training and preparations for re­

turning to work. 

While the labour force participation 

rates of women are different in Por­

tugal and Greece, they share a 

common trait: they have the highest 

rates of non­salaried employment in 

the Community. This has conse­

quences for women in that it may 

allow more flexibility in working 

hours. One in four employed women 

in Greece with a child under 10 is a 

family he lper and one in four 

women in the same category in Por­

tugal is self­employed. In other 

respects Portugal is exceptional. 

There is a higher rate of child em­

ployment reported than in other 

Member States. With an underde­

veloped schooling system it is not 

unknown for young children to ac­

company their mothers to work in 

certain sectors and regions. 

Solutions to the mismatch between 

school hours and working hours 

have the attraction of generating 

local employment. The employment 

of after­school carers, school can­

teen workers and managers and 

school holiday schemes, all have the 

potential for labour­intensive flex­

ible employment for women (and 

men). The undervaluation of such 

service activities ­ in terms of pay, 

career and working conditions ­ has 
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blocked their emergence as a coher­
ent, and necessary, adjunct to both 
the employment of women and the 
protection of children. 

Expecting a Child 
and Expected to Work 

The arrival of a child or the sudden 
need to ca re for a d e p e n d a n t 
relative frequently obliges many 
women, old and young, either to ac­
cept a r i g id work p a t t e r n or 
withdraw from the labour market. 
The impor t ance of family res­
ponsibilities in women's and men's 
employment has formed part of the 
Community's social policy since its 
inclusion in the first Social Action 
Programme published in 1974. 

The Commission has supported a 
wide variety of proposals to stimu­
late a greater sharing out of family 
r e s p o n s i b i l i t i e s . Among t h e s e 
measures have been the promotion 
of systems of childcare and of paren­
tal and family leave. Not all women 
with children, for example, wish to 
work. Where they live, the needs of 
their child or children, the type of 
job they hold, their own health, and 
the availability of suitable childcare 
may be temporarily incompatible 
with working. 

The fact that some mothers, despite 
such obstacles, manage to hold a 
full-time job is not an argument in 
favour of propelling them onto the 
labour market. The Community La­
bour Force Survey of 1988 reveals 
that 1.5 million women in the Com­
munity with a child aged 5-9 worked 
40 to 49 hours a week. A further 500 
thousand worked over 50 hours a 
week. 

The Question of Leave 

The introduction of different forms 
of authorised paid, part-paid or un-

paid absence from work is a post­
war phenomenon which gathered 
momentum during the 1980s and is 
likely to rise in importance during 
the 1990s. The importance of legit­
imate or authorised periods away 
from work inside an otherwise con­
tinuous employment contract arises 
from various factors. Firstly, there 
is the shortage of labour in some 
Member States. Secondly, there is 
the interest of service sector em­
ployers in holding on to working 
mothers with children by facilitat­
i n g t h e i r r e - e n t r y i n t o t h e 
workforce, so saving themselves re­
training costs. Thirdly, there is the 
promotion of leave as a contribution 
to achieving equal opportunities for 
women at work. 

A fourth factor is the growth of sa­
laried employment among women 
as opposed to being self-employed or 
family helpers. A fifth factor is un­
doubtedly the desire of parents to 
protect the interests of their child­
ren. For an increasing proportion of 
European families, the experience 
of child-raising comes just once or 
twice and is not to be delegated or 
neglected. 

Three types of leave are of interest 
to women who wish to leave the 
labour market temporarily and yet 
retain a guaranteed right to return. 
These are: 

• pregnancy and maternity leave 
before and after a birth for 

87 Durat ion of Maternity Leave and Average Weekly 
Compensat ion as % of Usual Pay in the Member 
States 1988 

Ante-natal leave D Post-natal leave Compensation 
Duration (weeks) Compensation {% usual earnings) 
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women and paternity leave for 
fathers at the time of birth; 

• parental leave for mothers 
and/or fathers in the months 
and early years after a birth or 
adoption; 

• family leave for mothers or fa­
thers to attend to school, 
medical and family res­
ponsibilities. 

While leave for holidays, illness, oc­
cupational injury and disease are 
now widely accepted as a standard 
part of the terms of employment, 
both practice and attitude towards 
other forms of leave differ widely 
across the Community.These dif­
ferences tend to reflect divergent 
attitudes towards women and the 
family rather than financial con­
siderations. 

Maternity leave is relatively stand-
a r d a c r o s s t h e C o m m u n i t y , 
averaging around 16 weeks (Graph 
87). Pay for this period is generally 
calculated as a proportion of former 
earnings. The lowest proportion -
70% - is found in Ireland and the 
shortest duration of pay is in the UK 
- six weeks at 90% of earnings and 
12 weeks at a flat rate. 

Graph 88 shows the number of 
women on maternity leave during 
the reference week for the Com­
munity Labour Force Survey in 
1988. Less than 1% of women in the 
Community with a job are on mater­
nity leave at any one time. Among 
the countries for which harmonised 
data are available, the highest pro­
portions of women absent from 
work due to maternity leave are 
found in D e n m a r k (1.8%) and 
France (1.4%). Both have high la­

bour force p a r t i c i p a t i o n r a t e s 
among women and considerable ex­
per ience with m a t e r n i t y leave 
schemes. 

Eligibility for maternity benefit - a 
payment exclusively for women -
seems to be based on rules which 
include criteria of continuity of em­
ployment or hours of work which 
are met much less frequently by 
women (married women in particu­
lar), than by men. 

Examples of eligibility criteria are 
two years continuous employment 
with the same employer in the UK, 
and working 18 hours a week and 
having 6 months insured employ­
ment in Ireland. These cri teria 
exclude as many as two out of three 
women part-time workers in the UK 
and Ireland who work less than 20 
hours a week. 

88 Share of Employed Women Absent from Work 
Due to Maternity Leave 1988 

% Employed women 
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P a r e n t a l leave provisions have 
grown in Member States, partly 
t h rough collective ag reemen t s . 
Such provisions, along with the re­
organisation of working time and 
childcare services, are one of the 
ways that women, and men, can 
combine work and home. They 
guarantee a job on return to work 
and, for employers, ensure conti­
nuity of staff familiar with their 
operations and needs. 

Nine of the 12 Member States have 
developed forms of parental leave, 
paid or unpaid, but there are huge 
differences between the various 
schemes. The UK has no provisions 
at all. Ireland has a limited form of 
career break scheme in the public 
sector and Belgium has a more 
general career break scheme, 85% 
of whose beneficiaries are women. 
Denmark provides for up to 10 
weeks leave paid at 90% of previous 
salary. The schemes vary not only 
in duration and payment ( if any ) but 
also in the extent to which they are 
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transferable between mother 'and 

father. There are further variations 

which take account of adoption, 

numbers of children and, in France, 

for example, of multiple births. 

Absences from work for personal, 

family and other (undefined) rea­

sons are typically more important 

for women than for men. In 1988, 

1.3% of women and 0.5% of men in 

the Community with a job were ab­

sent from work in a selected week 

due to personal, family or 'other' 

reasons, according to the Labour 

Force Survey. Relatively small 

numbers are involved : half a mil­

lion women in ten Member States 

(excluding Netherlands and Italy) 

out of 40 million women with a job. 

Denmark again, has the highest 

proportions of women (1.7%) and 

men (0.9%) who cite such reasons 

for their absence from work. Den­

mark is followed closely by the UK, 

w h i c h h a s no p a r e n t a l l e a v e 

scheme, but where 1% of women 

and 0.9% of men with a job fell into 

this category. 

Hours 

Taking a break from work is one 

way of coping with work and family 

combined. Shorter working hours is 

another. According to the Labour 

Force Survey, the number of women 

(and men) who worked less than 

their usual hours in a week due to 

maternity leave, special leave or for 

family or personal reasons was very 

small. Shorter hours for personal 

and family reasons involved less 

than half a million women and men 

out of over 100 million job holders in 

the Community. 

The Nordic countries, including 

Denmark within the Community, 

have an enlarged concept of leave 

which allows for more extended 

leave, for a wider range of reasons 

and with considerable consensus 

Î 

between employers and unions as to 

their desirability. Thus in Sweden, 

for example, there can be a 20% gap 

between the numbers of women re­

corded as working and the numbers 

actually at work on the day of a 

survey. This is due to the generous 

paid leave provisions for parents. 

Women in Sweden are entitled to 

eight weeks paid leave before and 

six weeks after childbirth and addi­

tional nursing leave. Either parent 

is enti t led to full­time parenta l 

leave until the child is one year old 

with 90% pay or half­time leave at 

half­pay until the child is two years 

old. Parents retain seniority and the 

same or equivalent job and, on re­

turning to work, can reduce their 

working hours by two hours a day in 

addition to their 90 days a year fam­

ily leave for the care of sick children. 

Such a system of leave not only re­

duces women's recorded level of 

unemployment but contributes to 

the high level of labour force partici­

pa t ion (80%) among women in 

Sweden. 

But for many women in the Com­

munity, when parental leave comes 

to an end or a single income no 

longer suffices for a larger family, 

the decision to r e t u r n to work 

ar i ses . At th is point, childcare 

moves to the top of many families' 

priorities. 

Childcare 

The relationship between women's 

employment and the availability of 

childcare in the Community has 

been well established by research. 

Commission research into childcare 

h a s out l ined the l ink be tween 

women's employment, full­time or 

part­time, the numbers and ages of 

children in the household and the 

availability of childcare provision. 

89 Share of Young Children Accomodated by Publ ic 

Childcare Provis ion in the Member States 1988 

100 
Children aged 0-2 ■ Children aged 3-5 
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The presence of children in the 
household has a far greater impact 
on the employment rate of women 
than that of men. In the 12 Member 
States, 89% of men with a child aged 
under four work full-time. The rate 
for women with a child of the same 
age is only 25%, compared to 57% 
for women aged 25 to 39 years old 
with no children. 

The activity rate of women tends to 
fall further as the number of child­
ren in the household under the age 
of ten increases. The number of 
children which constitutes a turn­
ing point varies between Member 
States. In Ireland, a second child 
leads to a sharp fall off in activity 
rates of women, while in France, 
Belgium and Denmark, the critical 
point is three children. 

In some Member States the growing 
concern about labour shortages dur­
ing the next five years due to 
demographic changes has prompted 
some employers to increase their 
efforts to recruit women who have 
left work to have a child. Several 
large firms have decided to open 
workplace creches. This trend is 
likely to grow as competition for 
new staff increases. 

The availability of public childcare 
services in the form of nurseries or 
infant classes in schools varies 
widely across the Community. At 
one end of the spectrum are Den­
mark, Italy, France and Belgium 
where a large proportion of pre­
school children are catered for by 
public childcare services. In con­
trast , Luxembourg, Netherlands, 
Ireland and the UK have limited 
provision for less than 5% of child­
ren aged under 4 (Graph 89). In 
nearly all countries of the Com­
munity, childcare a r rangements 
inside the family is the predomi­

nant form when children are small, 
according to Commission research. 

The quality of childcare often leaves 
a lot to be desired. Childminders are 
frequently unregistered. Training 
for childcare staff and indeed care­
ers in childcare are in their infancy. 
Yet, as more and more mothers seek 
to return to work, unregulated sol­
utions are spreading into a mosaic 
of private arrangements. 

The European approach to child­
care differs from t rends in the 
United States. There, developments 
have centred on the role of em­
ployers in supplying and advising 
on childcare as well as on use of the 
tax system. Only 2% of US em­
p l o y e r s p r o v i d e w o r k p l a c e 
nurseries, but there are other em­
ployer models. One such model 
involves private childcare corpora­
tions which enter the market to 
provide childcare to employers on 
supply contracts. Even faster grow­
ing as a model is tax deductible 
childcare assistance for employees 
o r g a n i s e d by e m p l o y e r s i n t o 
'Funds'. 

Like other social infrastructural de­
velopments, childcare expansion is 
employment crea t ing. Improve­
ments in training, qualifications 
and career development for child­
care workers would enhance the 
value and eventually the earning 
power of childcare workers who are 
predominantly women. 

Community Policies 

Women's access to the labour mar­
ket has been developed by the 
Community in a variety of forms: 
u n d e r i ts c u r r e n t Second Pro­
g r a m m e of A c t i o n for E q u a l 
Opportunities for Women (1986-
90) , a s p a r t of s p e c i a l 

C o m m u n i t y - w i d e soc ia l pro­
grammes, and under the activities 
of the European Social Fund. 

The European Social Fund, in colla­
boration with the Members States, 
has developed a wide range of re­
sponses to integrate women more 
fully into the labour market includ­
ing: all-women courses for those 
returning to work after an absence; 
training programmes in non-tradi­
tional occupations; and training in 
occupations where women have 
t rad i t iona l ly been under- repre­
sented. 

In 1987, the ESF grant-aided just 
under 7,000 projects involving 1.2 
million women in the 12 Member 
States. Women constituted 39% of 
the beneficiaries of ESF grants. The 
proportion of women among the 
total of ESF beneficiaries was as 
high as 47% in the FRG and 49% in 
Denmark. 

Apart from the Commission-funded 
IRIS network of women's training 
p r o g r a m m e s l aunched in 1988 
(which now joins together over 200 
women's public and private sector 
training projects across the Com­
munity - Box), there is also the 
Commission action-research pro­
gramme - ERGO - for the long-term 
unemployed. ERGO supports or 
promotes projects and programmes 
which can help unemployed women 
and men break out of the vicious 
circle of labour market exclusion by 
sharing experience and developing 
good practice (Chapter 10). 

Under the Commission's Second 
Programme of Action for Equal Op­
p o r t u n i t i e s for W o m e n , t h e 
Commission has funded a wide 
range of research and action in the 
field of childcare and its relation to 
the labour market. Research has 
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been supported on the subject in 
every Member State, technical sem­
inars on childcare costs, staffing 
and the role of men in childcare 
have been funded and the Com­
m i s s i o n ' s e x p e r t n e t w o r k on 
childcare has contributed to wide­
ning the a rena of the childcare 
debate across the Community. 

prepare a code of conduct for the 
protection of pregnant women in the 
workplace. 

The Second Programme of Action of 
Equal Opportunities for Women is 
drawing to a close at the end of this 
year and is currently being evalu­
ated. With the expected increase in 

the labour force participation of 
women, access to employment and 
the labour market will remain a pol­
icy issue in the Third Programme of 
Action currently being prepared by 
the Commission. In a changing la­
bour market, old barriers will be 
overcome and new obstacles may 
have to be identified and measures 

As part of its Action Programme 
relating to the implementation of 
the Community Charter of Basic So­
c ia l R i g h t s for W o r k e r s , t h e 
Commission will present a Recom­
menda t ion on Childcare before 
1992. 

In relation to transport, geographi­
cal a n d social i n f r a s t r u c t u r a l 
constraints on women's access to 
the labour market, research by the 
Commission has begun to identify 
the policy issues, as has the re­
search of the European Foundation 
for the Improvement of Living and 
Working Conditions on the theme of 
social cohesion. 

The introduction of paid leave from 
work for family or parental res­
ponsibilities is an important policy 
measure which will allow women to 
retain their jobs and careers. A 
Draft Directive on Parental Leave 
has been prepared by the Com­
miss ion and p r e s e n t e d to t he 
Council, where it remains. 

Protecting the health and safety of 
pregnant women in the workplace is 
part of the Commission's priorities 
set out in the Action Programme to 
implement the Community Charter 
of Basic Social Rights for Workers. 
The Commission is due to publish a 
Draft Directive specifically on preg­
nancy and maternity in 1990. This 
will allow women both to have child­
ren and to remain in the workforce. 
In addition, the Commission will 

IRIS - A Community programme 
for women's t ra in ing schemes 

The history of IRIS 

The IRIS network was created on the initiative of the Commission in 
recognition of the importance of training for women if they are to 
benefit fully and equally from economic growth and technological 
development. A Commission Recommendation was adopted in No­
vember 1987 on vocational training for women and their access to all 
types and levels of training. A year later, in December 1988, IRIS was 
launched. 

Its Objectives are: 

• to increase the provision of good quality training for women 

• to publicise women's training needs, promote exchanges of infor­
mation and experience, develop cooperation and identify partners 

• to evaluate and develop training programmes adapted to the needs 
of women 

• to increase the involvement of employers and trade unions in 
vocational training programmes for women 

Its Actions are: 

• inter-programme exchange visits and possibilities for transna­
tional partnerships and sponsorships 

• four national seminars and a transnational seminar organised 
annually to analyze training strategies as well as a series of 
technical evaluation meetings 

• publications including the IRIS bulletin with update news on the 
network and on training in Europe; the Skills Message Board 
which presents the IRIS training programmes which have finished 
and the skills acquired by trainees; specialised dossiers and an 
annual directory giving a profile of network members 

• a database of IRIS member programmes, which gives detailed 
information on the sector and type of training carried out, the 
trainee target group and the training programme 

• an electronic mail and bulletin board facilitating communication 
and exchange ofinformation, still in its experimental phase. 
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designed to remedy them. This will 
be among the tasks of the Third 
Programme for the period 1991 to 
1995. 

Conclusions 

The 1970s was a period of affirma­
tion of women's place in the labour 
force and entitlement to equal treat­
ment with men. The preoccupations 
turned around demonstrations of 
the similarity of women and men on 
the labour market and of the need 
to compare like with like. The 1980s 
has seen a shift towards recognising 
that there are differences and that, 
to ensure equality, policies on preg­
n a n c y , on d i f f e r e n t fo rms of 
employment and on educational 
orientation need to be developed. 

With the close of the decade, the 
debate has gradually shifted in the 
Community from establishing the 
n a t u r e of the differences - for 
example, part-time versus full-time 
work - to devising policies and spe­
cific measures to take account of 
those differences. Access to the la­
bour marke t is one area where 
women start out with handicaps not 
generally encountered by men. The 
intention of new policy measures is 
not to develop a new form of labour 
market protectionism for women, 

but rather to remedy the specific 
barriers which block the full utilisa­
tion of women's capabilities and 
prevent their entitlement to equal 
treatment. 

The needs of women attempting to 
re-enter the workforce after a long 
absence and of those who want to 
retain their jobs while taking leave 
or career breaks are similar in 
many ways. Retraining and return-
to-work programmes will have a 
large role to play for older women 
who have been absent for a consid­
erable period. Their special labour 
market difficulties are recognised in 
t h e t r a i n i n g a n d e m p l o y m e n t 
measures of the Structural Funds. 

The decline of old manufacturing 
regions and the widening divide be­
tween developed m e t r o p o l i t a n 
zones and their outlying residential 
areas risk creating new time-space 
constraints on women's ability to 
make use of new employment op­
portunities. This will affect both 
older women and younger mothers. 

The development of different forms 
of leave and working hours, avail­
able to women and men alike, could 
offer to parents the type of flexi­
bility in household management 
which many employers seek in the 
workplace. As the population of Eu­

rope ages and life expectancy leng­
thens, leave for the care of the 
elderly will take on the urgency that 
childcare has today. 

The Commission has sought to play 
a leading role in the Community as 
far as public awareness and infor­
mation on these issues is concerned. 
Many Member Sta tes and local 
authorities have shown an interest 
and willingness to involve them­
selves and share their experiences 
in discussion about policies on child­
care . The Commission and the 
Member States are currently evalu­
a t i n g t h e s e m e a s u r e s as t h e 
Commission's Second Programme 
of Action for women draws to a close 
at the end of 1990. 

The Commission has supported a 
considerable research programme 
into childcare, different forms of 
leave and social infrastructure af­
fecting women's labour mobility. 
Women need little tempting back to 
work. For many households , a 
double income is imperative. Lifting 
some of the obstacles will establish 
equa l i ty of access and provide 
women with an effective right to 
work in a labour market where they 
will represent an ever greater pro­
portion of the participants in the 
1990s. 
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Chapter 7 Managing Change in Large Companies 

The way large firms recruit and manage their labour forces 
has an important impact on standards and practices within 
the labour market generally. Globalisation of markets is 
bringing many changes - not least in management styles. 

Introduction 

In the 1980s, the talk was all about 
dynamic small and medium sized 
firms as the source of new job cre­
ation, and as the key to adaptation 
and recovery within the European 
economy. Despite squabbles about 
the correct interpretation of US and 
European statistics about the birth 
and death of businesses, it was clear 
that there was something in the ar­
gument. 

Small companies with less than 100 
employees remain important and 
still account for well over a third of 
total employment in the European 
Community. In 1986, however, 28% 
of all people in work in the Com­
munity and 42% of those working in 
manufacturing were employed in 
large companies with over 500 em­
ployees (Graph 90). As the decade 
ended, the traditional strengths of 
t he l a r g e c o m p a n i e s h a v e re-
emerged, reinforced by the market 
prospects opened up by the 1992 
programme and reflected in a new 
wave of mergers and concentration 
(Graph 91). 

The relative importance of large 
versus small and medium sized 
firms is not the only issue, however. 
The way large firms do business is 
important for all sizes of firm since 

they set many of the s tandards 
which others eventually follow. In 
particular, the way large firms oper­
ate with regard to the recruitment 
and management of their labour 
force has an important impact on 
the standards and practice within 
the labour market generally. 

Not that the learning process is all 
one way. Large firms have learnt 
the benefits of flexibility from smal­
ler businesses and begun to make 
their own operations more flexible. 
They have also seen the importance 
of the people they employ and have 
themselves moved away from for-
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mal, bureaucrat ie s tructures to­

w a r d s m o r e e n t r e p r e n e u r i a l 

organisational systems in which re­

wards are more directly related to 

performance. They have also been 

quick to modify their recruitment 

practices as labour markets slack­

ened and t h e n t i gh tened . The 

outcome of all this has been to raise 

the profile of human resource issues 

within the general context of com­

pany management strategies .and 

this profile is likely to remain high 

over the coming decade. 

Changing Priorities 
Within Companies 

Historically, the emphasis in man­

agement has been with production 

and the production process ­ invest­

i ng in t h e r i g h t p l a n t a n d 

equipment and using it to produce 

quality products. In the 1950s and 

1960s there was a marked shift in 

e m p h a s i s t o w a r d s m a r k e t i n g , 

identifying consumer and user 

needs and organis ing the com­

panies ' activities to meet them, 

pushing production into a second­

ary, supportive role. 

The economic crises, high rates of 

inflat ion and major s t r u c t u r a l 

changes of the late 1970s and early 

1980s brought another change of 

emphasis, this time highlighting 

the importance of sound financial 

management. The emphasis was on 

cost control, both in terms of the 

shop floor and in terms of corporate 

borrowing. 

Human resource management in 

the 1980s was largely about mana­

ging the recession. In terms of em­

ployment, it meant coping with, at 

best, low growth and, at worst, a 

serious structural decline. It meant, 

for many companies, especially 

larger ones, finding ways of reduc­

91 Mergers and Acquisit ions in the Community 

1983/84-1988/89 

500 

400 

300 

200 

100 

Number of mergers and acquisitions 

Π National 
■ Community 
Π International (inward only) 
D Total 

500 

400 

300 

200 

100 

1983/84 1984/85 1985/86 1986/87 1987/88 1988/89 

ing the labour force without resort­

ing to mass redundancies. Firms 

use a variety of devices to achieve 

this ­ leaving vacancies unfilled or 

offering early retirement ­ whilst at 

the same time seeking to contain 

labour costs, both by holding down 

nominal increases and cutting back 

on non­wage labour costs. 

As the 1980s came to an end, and as 

confidence in the expanding Com­

munity economy increased, a new 

balance has emerged, combining 

the different strands of manage­

m e n t c o n c e r n s i n to a m o r e 

integrated and cohesive strategy. 

Not all factors have changed, some 

have just persisted like the perva­

sive spread of new technology which 

is a constant warning to companies 

of the dangers of slipping behind. 

Equally, the continuing trends to­

wards global markets for a growing 

number of products and services 

and the on­going flurry of mergers 

all pu t pressure on companies, 

which are forced to run in order to 

stand still. 

Overall, however, there has been a 

marked improvement in market 

p rospec t s which have b rough t 

greater confidence and enhanced 

profitability. Indeed such is the 

pressure in some areas of the Com­

munity that firms are beginning to 

report labour shortage as a poten­

t i a l b o t t l e n e c k to m e e t i n g 

production targets. 

All of this would, anyway, have put 

emphasis on the labour and human 

resource management policies of 

companies, but it has been rein­

forced by demographic trends. The 

reduction in the number of young, 

be t t e r educated and adap tab le 

people coming on to the labour mar­

ket is both pushing up the average 

age of the labour force and forcing 

companies to come to terms with 
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using new sources of labour. At the 
same time, a range of other issues -
from education, training and work­
ing time arrangements to the extent 
of labour force involvement in man­
a g e m e n t and the place of t he 
corporation in the local community 
- is broadening the human resource 
agenda for large companies. 

Human Resource 
Management 

Human resource management, or 
personnel management to give it its 
more traditional title, is still ac­
c o r d e d low p r i o r i t y in m a n y 
companies with, for example, man­
ager s e a r n i n g less t h a n t h e i r 
counterparts responsible for other 
functions and being less well repre­
sented on boards of directors. 

The position is changing, however. 
The competition to attract scarce 
young brain power to implement 
and guide company strategy as well 
as to attract personnel to imple­
ment that strategy on the shop floor 
on in the office is becoming intense. 
Many companies now feel that they 
need to compete as hard to attract 
and keep the labour they want as in 
selling the goods or services they 
produce. 

Moreover, companies who operate 
progressive employment practices 
are finding that such policies give 
them a competitive advantage in 
the market place. The search for 
greater flexibility in the workplace, 
more involvement in education and 
training, new forms of contract and 
greater employee participation are 
c r ea t ing a new agenda among 
human resource managers in large 
companies. 

J u s t as markets have been glo­
balised, so have management ideas. 
Thus the Japanese ways of doing 

things , or the s t ra tegies of US 
mult inat ionals , are becoming as 
much a part of the European labour 
market management scene as the 
practices of indigenous European 
companies. Different approaches 
are being assessed and exploited in 
order to ensure tha t European-
based i n d u s t r i e s and serv ices 
maintain their competitiveness in 
world markets. 

Current Issues 

Many issues are currently being re­
viewed in the human resource field, 
but high on the agenda of large com­
panies are the education and skill 
ability of the labour force, working 
time patterns, the development of 
production systems able to meet glo­
bal market conditions, systems of 
performance incentives, the owner­
s h i p of t h e c o m p a n y a n d t h e 
company's relation to local condi­
tions and communities. 

Education and Training 

Skill shor tages , and even more 
basic problems of labour force lite­
racy and numeracy, are leading 
many large employers to seek much 
greater involvement in education 
and training. Such involvement, 
however, has gone further in the US 
where businesses are increasingly 
developing corporate educat ion 
strategies and taking a sustained 
interest in reform of the school sys­
tem. The problems are often similar 
as r ega rds exis t ing employees, 
many of whom need retraining but 
have generally had little recent ex­
posure to education. 

Skills are not limited to the oper­
ation of machines or other practical 
matters. Skills of communication 
and t eamwork also need to be 
taught in modern companies. More­
over, the successful upgrading of a 

company and of its products or ser­
vices can require remedial and 
advanced training for the entire 
workforce. Basic numeracy skills 
a r e i n c r e a s i n g l y n e e d e d , for 
example, in order to implement 
statistical process control, and here 
European companies suffer a disad­
vantage relative to the Japanese 
with thei r superior teaching of 
mathematics in school. 

The involvement of companies in 
education can extend to setting up 
their own education courses or even 
institutes. Even so, much training is 
still done on the job, but in the more 
progressive companies this is in­
c r e a s i n g l y p e r f o r m e d w i t h i n 
s t r u c t u r e d p r o g r a m m e s which 
monitor the level of achievement. 

Working Time 

Working time issues have been the 
subject of tough negotiations in Eu­
rope for over a decade. While much 
remains to be resolved, and the 
Commission is making proposals in 
this area, the pattern of working life 
for employees in large companies is 
continuing to change under press­
ure of both the production process 
and the global market. 

Companies natura l ly seek flexi­
bility in their operations but, most 
of all, they seek a high level of capi­
ta l u t i l i s a t i o n and con t inuous 
operation. Sometimes this is driven 
by technology, as in the chemical 
and other processing industries, but 
it can equally be determined by 
market needs, servicing the globe 
on a 24 hour a day basis. 

However, companies need to bal­
ance their own demands against the 
social and individual needs of the 
workforce in the countries in which 
they operate. As various forms of 
shift-working become even more 
widespread in production, mainten-
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ance, delivery and retailing, there is 
a continuous search for formulae to 
reconcile the interests of company 
and employees. So far no universal 
patterns seem to have emerged, and 
local negotiations are common in 
agreeing arrangements in individ­
ual cases. 

Companies have also sought to 
make the form of employment more 
flexible, with the growth of part-
time, temporary and self-employ­
ment (Graph 92). 

Productivity, Pay and 
Ownership 

Incentives to promote productivity 
have been developed with pay 
linked to performance for many 
groups of workers, especially mana­
gers. A related trend is the move 
towards skill-based pay, where wor­
kers are rewarded for the range and 

number of skills that they can de­
velop and apply. 

Pay-for-performance schemes can 
raise productivity if they are inte­
grated within an overall employ­
ment strategy for the firm. They do 
not necessar i ly work if simply 
tacked on to existing employment 
contracts. 

While most of the European econ­
omy is still owned in traditional 
ways, by families, banks or share­
holders, senior managements has 
come to take a bigger share - notably 
through managemen t buy-outs. 
This is being extended further with 
t he s p r e a d of employee s h a r e 
ownership plans (ESOPs), which 
have been used particularly in the 
case of succession or distress pur­
chases of private companies. 

Giving the work force a stake in the 
company's performance is not a 
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universal panacea for improved 
profitability, but it tends to be asso­
ciated with positive management 
approaches which, overall, raise the 
performance of the company. This 
shows itself especially in 'high in­
volvement organisations' (HIOs) as 
described later. 

Flexibility and 
Sub-Contracting 

Major changes have been observed 
in the pattern of vertical integration 
and disintegration of companies in 
recent years and in the structure of 
ownership. 

The whole question of company 
structure relative to purpose (what 
business are we in?) has led to or­
ganisat ional changes which are 
aimed at maintaining control over 
product or service quality and de­
livery, but which may affect the 
management of production in a var­
iety of ways. 

The new emphasis on core activities 
has encouraged companies to con­
tract out functions such as security 
or catering but many others also put 
marginal or irregular activities out 
to specialised, mostly smaller, com­
panies. 

The advantages in terms of reduc­
ing the company's risk or financial 
stake in operations is offset, how­
ever, by the need for much more 
ligorous systems of management 
and control which again have impli­
cations for the training and skill 
structure of the work force. 

At the same time as companies have 
been expanding in size through 
mergers and acquisitions, they are 
also under pressure to be more res­
ponsive to local consumer demands 
and to develop their own distinctive 
products. Flexible systems of manu-
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facturing and distributing goods 
and sophisticated information and 
telecommunications systems have 
allowed companies to decentralise 
their operations while at the same 
time expanding in size. 

T h e c o m p u t e r i n d u s t r y , for 
example, has centralised its R&D to 
benefit from economies of scale, 
while decentralising its supply and 
dis t r ibut ion ne tworks be t te r to 
serve and service its customers. 
Likewise, firms specialising in fast 
food or financial services have found 
that their success depends upon 
opening c lus ters of shops with 
longer opening hours in various sec­
tions of large towns. They need to 
offer a wide range of products which 
involve some element of individual 
customisation to cater for local tas­
tes. 

Companies in fashion markets have 
similar experiences. A successful 
clothing enterprise operating in a 
world market may supply its pro­
ducts through a computer-control­
led network of factories based on 
flexible manufacturing technology, 
warehouses that operate modern 
stock control systems and shops 
that regularly put new products in 
front of consumers. As local fa­
shions change, the manufacturing 
system can respond quickly. Thus 
the company benefits from both the 
advantages of being local and of 
being able to exploit transnational 
economies of scale. 

Companies and the Local 
Community 

While companies are increasingly 
global in scale, they are neverthe­
less constrained by the fact that 
their operations are inevitably lo­
cally-based. For a variety of reasons 
- good business sense as well as good 
neighbourliness - they have to be 

careful about their relations with 
the local community and, in case of 
major difficulties such as closures or 
redundancies, much more inclined 
to participate actively in the wider 
process of readjustment of the local 
economy than in the past. 

Local image is important, not least 
because large companies generally 
seek to recruit the best people avail­
able on the local labour market. 
Moreover, with the changing pat­
tern of work - notably the much 
higher participation of women in 
work and the consequent demand 
for flexible hours, creche facilities, 
transport etc. - companies have to 
be more involved in the local econ­
omy and local family life in order to 
attract suitable employees. 

Companies will, ul t imately, put 
their own interests first in times of 
economic difficulties, but quality 
companies know that their success 
depends on the active and positive 
involvement of their workforce. 

Management 
Philosophies 

The ways in which companies adapt 
their recruitment, training and em­
p l o y m e n t pol ic ies to t h e new 
environment depend on a variety of 
factors, not least the overall busi­
ness philosophy of the company. In 
this respect, the dominant model is 
still the management perogative 
one, with the more participative in-
v o l v e m e n t mode l s t i l l in t h e 
minority and examples of the high 
involvement model relatively few 
and far between. 

However, in the tight labour market 
conditions of the 1990s and with the 
increasing need for companies to 
maintain flexibility in their oper­
at ions, all managemen t models 
have to place emphasis on human 

resources . Managemen t models 
with a higher involvement may give 
a competitive edge. In this respect, 
while there is good European ex­
perience to draw upon, lessons are 
also to be learnt from outside the 
Community - notably from the US 
and Japan. 

The traditional management pero­
gative model - where management 
decides and the workforce obeys - is 
based on the premise that, not only 
do managers represent the owners 
of capital, but they are better in­
f o r m e d a b o u t t h e c o m p a n y . 
Decision-making inside a company 
is restricted to senior management 
whose task is to ensure that change 
is implemented effectively. 

The weakness of this model is that 
many management decisions have 
implications for the entire work 
force. The decision to merge with or 
a c q u i r e a n o t h e r b u s i n e s s , for 
example, may have major effects on 
future prospects, pay levels or loca­
tion of work. Arguments in favour of 
greater involvement are not purely 
altruistic. There is evidence that 
lack of employee involvement, just 
as much as a clash of corporate cul­
tures, may be an important factor 
behind the failure of many mergers 
and acquisitions, which otherwise 
seem commercially sound. 

Because of these factors, many 
firms have begun to involve em­
ployees much more - at least in the 
la te r s tages of decision-making 
when, for example, budgets and tar­
get dates for implementing changes 
are discussed. At this operational, 
as opposed to strategic, level many 
firms have developed more formal 
systems of worker involvement. 
These may take the form of consult­
a t i o n s a t t h e w o r k p l a c e , 
negotiations with trade unions, sur­
veys of workers' attitudes or the 
involvement of employees in discus-
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Managing Change 
Experiences 

Transatlantic 

The ways in which large multi-national companies 
manage their internal company labour markets have 
changed considerably in recent years. The Com­
mission has supported various face to face meetings 
in order to promote a wider exchange of experiences 
between European companies, and between them and 
US and Japanese companies. 

Transatlantic dialogue began in 1985 between the 
Commission, the US Industry Co-ordinating Group 
(USICG) and European firms concerning approaches 
to planning for growth and managing change. A series 
of seminars and meetings have been held, built 
around case study experiences and exploring the pol­
icy ideas being developed by the Commission, 
government and industry. 

The first seminar in May 1986 in Bruges was on 
'Employment Practices in American and European 
Firms'. 
Three main themes were covered: 
• Planning for change within the company: growth 

and reduction of the labour force. 
Examples of labour force growth and of adapting 
to technological advances through organisational 
designs and systems were given together with 
examples of labour force reductions that 
demonstrated the involvement of employees. 

• New areas of job creation. 
Large firms are the mainstay of most economies 
but they are not major new job creators. The 
majority of jobs created over the last fifteen years 
in the US and Europe have been in the service 
sector and concentrated in small and medium sized 
companies. The impact of trucking deregulation in 
the US on new small businesses, the problems 
experienced by large non-competitive companies in 
adjusting to the new environment, and examples 
of two successful business start-ups were given. 

• External considerations. 
Three examples were used to show the growing 
need for closer cooperation between industry and 
educational institutions, including small business 
job creation programmes and company sponsored 
youth training schemes. 

The second seminar, in Antwerp in May 1987, was on 
"Managing Change: Working for Growth and Employ­
ment". 

sions on quality control through 
'quality circles'. 

The advan tage of ' involvement 
models' of management of various 
sorts is that, by associating a broad 
range of management and workers 
and/or their representatives in deci­
sion-making, this ensuives a high 
quality of ideas and speeds up the 
implementation of change. Once 
change has occurred, its results are 
likely to be moi'e effective. 

A new form of managerial approach 
being increasingly tried in the US is 
that of the 'high involvement or­
ganisa t ion ' or HIO. This takes 
involvement to its logical conclu­
sion, drawing all levels of the work 
force into the decision-making pro­
cess. 

HIOs generally encompass four 
types of involvement, extended to 
workers at all levels in the hier­
archy: 

• power to make decisions (with­
out which employee 
involvement in any form re­
mains trivial) 

• rewards for performance (to 
align employees' motivations 
with business needs) 

• information (to allow employees 
to make good informed deci­
sions) 

• training to expand employees' 
knowledge and skills (to help 
them make decisions and im­
plement them) 

While applied most in the US, the 
high-involvement approach was de­
veloped by the Tavistock Institute 
in the UK in the early 1950s. Since 
then the concept has developed 
little in Europe, although isolated 
examples exist, such as in the use of 
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small teams to build Volvo cars in 
Sweden. In the US, by contrast, 
some thousand companies have in­
corporated the idea, mainly in the 
manufacturing sector but also in 
services. 

P e r h a p s because of the oppor­
tunities for imitation, HIOs have 
become clustered in certain manu­
facturing sectors such as the paper 
industry, where it is fast becoming 
the norm in the US. While it has 
wide applications, it appears to be 
particularly attractive in industries 
using continuous-process techno­
logies, where each employee is given 
responsibility for one part of the 
production process. 

Though trade unions in the US have 
not been particularly involved in 
high-involvement, there are exam­
ples of unions pa r t i c ipa t ing in 
setting them up, and where aspects 
of the organisation's design was dis­
cussed in advance, with full union 
representation. 

While one of the key features of 
HIOs is the low number of mana­
gers, the single most important 
factor behind its successful adop­
tion is seen to be the vision and 
imagination of the managers in­
volved. They have to be able and 
willing to break the mould - cau­
tious managers will rarely pull it 
off. 

The basic lesson that can be gleaned 
from the examples of successful 
large companies over the past de­
cade is that innovation needs to be 
undertaken across the company as 
a whole, and that it needs to involve 
all people in the organisa t ion . 
Change is not easily implemented if 
it is introduced in a piecemeal, ad 
hoc, top-down, manner. 

This seminar was an opportunity for the Euro­
pean Commission to present its policies to 
promote employment growth to representatives 
of the US and the European business community. 
The Seminar stressed the completion of a unified 
Internal Market by 1992 as the European Com­
munity's strategic goal, and covered employment 
and economic growth strategies; Internal Market 
and industrial policies; labour market adapta­
bility and managing change. 

Meetings were held in 1988 and 1989 leading up 
to a seminar in April 1990, in Washington DC, on 
'Work Organisation Flexibility and Workplace 
Education and Training', which was attended by 
Commissioner Vasso Papandreou. 

Participants at the US seminar looked at a series 
of problems in the labour markets of the US and 
Europe. 
A range of company case studies were presented, 
from how US employers are coping with the in­
creasing need for high levels of skill in their 
workers, to ways in which even small firms are 
making partnerships with universities to develop 
and deliver both remedial and advanced training. 
The changing balance of bargaining power in the 
labour market was stressed, encouraging com­
panies to offer work environments which meet the 
needs of a more discriminating and demanding 
labour force. Policy issues which arose were 
examined, including the role of Government in 
training. 

Other Seminars 

A series of other management-related seminars 
have been held, outside of the Commission-
USICG framework, and which have focused on 
employment issues for large companies in the 
context of 1992. 

Four seminars have been held: 

• Managing the Size and the Composition of the 
Labour Force. June 1989 Brussels. 

• Relations Between Large Companies and 
their Local Communities. November 1989 
Barcelona. 

• Alternative Working Patterns and Demo­
graphic Change. March 1990 Dublin. 

• The Workforce as a Vital Resource. June 1990 
Brussels. 
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Technological 

and Social Pressures 

for Change 

In addition to external economic 

pressures and the managerial style 

of the company, technical innova­

tions at the workplace also affect 

employment. Developments in in­

formation technology, biotechnol­

ogy and materials technology in 

recent years have provoked a major 

change in employment structures, 

and further t ransformations lie 

ahead (Graph 93). 

Technical change reduces costs and 

brings new products onto the mar­

k e t . The s p e e d w i t h w h i c h 

information technology know­how 

is applied is crucial to economic suc­

cess. Lowering of trade restrictions 

has opened up a world market for 

new technology, which has become 

a pre­requisite of competitiveness. 

Countries which do not have access 

to this technology market are heav­

ily d i sadvan taged ­ as seen in 

Eastern Europe. 

As the value of IT has grown, so has 

its cost fallen. Prices have been re­

duced by as much as 25 per cent 

each year over the past 20 years. 

The extent of the reduction is illus­

t r a t e d by the fa l l ing pr ice of 

DRAMS (Dynamic Random Access 

Memories), an essential component 

of most sophisticated electronic and 

consumer goods used today. It is 

e s t ima ted t h a t the m a r k e t for 

DRAMS grew by 36 per cent in 1988 

and 1989 alone. The spread ofinfor­

mation technology is also indicated 

by the rise in the ownership of PCs, 

which was as much as 1000% over 

t h e five y e a r s 1983 to 1988 

(Graph 94). 
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However, information technology is 
only of value if it is used in an ap­
propriate working environment. A 
major benefit of IT comes from its 
ability to integrate the activities of 
the firm. This requires restructur­
ing and a redesign of jobs in order to 
ensure a smooth information flow 
throughout the enterprise. This in 
t u r n r e q u i r e s o r g a n i s a t i o n a l 
changes which can have a signifi­
cant influence on employment and 
working conditions, and which often 
require a trial and error period dur­
ing which technical, operational 
and training problems can be ident­
ified and put right. 

If firms do not do this, they may find 
that IT has yielded low productivity 
gains because they have over-in­
v e s t e d in t h e h a r d w a r e a n d 
software but under-invested in the 
organisational structures required 
to make it work. 

As economic, managerial and tech­
nical pressures act as a stimulus for 
change, political and social forces 
will also be brought to bear. The 
Community is committed to ensur­
ing t h a t companies gain the i r 
competitive edge through increased 
efficiency, rather than at the ex­
pense of vulnerable groups within 
the workforce. Economic pressures 
for change are therefore tempered 
by concerns for basic standards on 
issues such as pay, working condi­
tions and employees' rights. 

The combination of these political 
and social pressures, together with 
economic and technological innova­
tions, will continue to act in the 
coming decade. 

Conclusions 

The first step towards managing 
shifts in employment is to under-

! 

stand and anticipate them. The 
Community has an important role 
to play in this. The great diversity 
of laws, customs, practices and cul­
tures across Member States makes 
it difficult to generalise about re­
sponses to changes in employment 
structures, and there are little hard 
data available. This underlines the 
need for Member States to pool their 
knowledge and experience. 

Effective management of change de­
pends on an integrated view of an 
enterprise or of the economy. New 
technology is inseparable from em­
ployment practices, as it is from 
working conditions. Employees are 
as valuable to production as man­
agement. 

Piecemeal, top-down methods do 
not seem to have been as successful 
as a means of introducing change as 
a managerial style which empha­
s i s e s m u t u a l ef for t a n d 
involvement. 

On a macro level, the Community 
has a role to play in ensuring that 
s t ruc tura l shifts in employment 
work to the benefit of all. The side-
effects of change should not fall 
unduly on disadvantaged social or 
economic groups or deprived re­
gions. 

The challenge is to mitigate the ne­
gative costs while maximising and 
sharing the benefits. The first step 
is greater awareness and under-

High Involvement Companies - A Case Study 

The response of one US manufacturer to competition from low wage 
countries was to develop an 'involvement team' composed of repre­
sentatives of all levels of the workforce, from factory operators to 
technicians, engineers and marketing people. At the same time, their 
product was redesigned so that it could be made in the high labour 
cost US suburbs and still be competitive. 
The company achieved a remarkable transformation. It reduced the 
production cycle from four weeks to one hour. This meant that faults 
in the product could be quickly detected and repaired, with a dramatic 
improvement in quality. Wages went up by 20-30% because new levels 
of productivity were tied to performance pay. Company profits also 
increased, by a factor of two to one over the bonuses it pays to its 
employees. The high-involvement method has now become standard 
within the company and has been adopted successfully in plants 
outside the US. 
HIO companies need not be particularly large. Another US example 
makes a children's drink and has a plant with 40 employees but only 
one manager. The plant operates around the clock, and employees 
make most decisions on their own, with minimal managerial inter­
ference - they regularly hire and fire team members, make 
recommendations for promotion and take technical decisions. 

A sister plant has 80 employees and again only one manager. The 
employees benefit from profit sharing, the use of information pro­
grammes down to operator level and extensive training. 
The company has calculated that its high-involvement plants are 40% 
more productive than traditionally-organised factories, which mat­
ches similar estimates from other companies which have adopted the 
HIO approach. 
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standing, gained through shared 
experience. From there, the Com­
munity can begin to develop its own 
strategy for change for the coming 
decade. 

In the 1990s the impact of change 
will be very different from in the 
1980s. Economic and employment 
growth are forecast to go hand in 
hand and companies will be encour­
aged to focus on: 

• encouraging geographical/in­
dustrial/occupational mobility; 

• attracting young married fe­
males back into employment; 

• encouraging those of retirement 
age back into employment. 

Work packages will have to be more 
tailor-made for different types of 
employee. For example, in-house 
training could be offered to school-
leavers, nursery facilities to women 

with children, and a shorter work­
ing week for elderly people on the 
point of retiring. 

While the proportion of unskilled 
workers is generally likely to fall, 
employees with technical skills, 
particularly in IT, bio-technology 
and materials technology will be 
sought after. Similarly, while rou­
tine clerical work is likely to tail off, 
managerial and professional tasks 
will probably expand, just as over 
the 1980s (Graph 93). 

The general shift towards skilled 
work suggests that a broad based 
education and training programme 
will become as important as appren-
t icesh ip and specific technica l 
qualifications. Firms are likely to 
want their workers to cover a wider 
range of functions. Closer attention 
will be paid to recruitment policies 
and training practices, as well as to 
providing conditions of employment 
suited to these groups. 
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Chapter 8 The Development of Vocational Training 

Member States need to respond to forthcoming changes in 
the labour market which will require higher standards of 
skills. This means developing a common policy of education 
and training, while respecting the national systems which 
exist. 

Introduction 

The 1990s are likely to be a period 
of intense pressure on the voca­
t ional t r a i n i n g sys tems of the 
Community. They will need to re­
spond to changes in demand from 
the labour market characterised by 
a stronger emphasis on quality and 
higher standards of both general 
and technical skills. At the same 
time they must work out how to 
prepare young people to enter a la­
b o u r m a r k e t w h i c h wi l l be 
increasingly European in character. 
This will require changes in atti­
tude, levels of communication skills 
and better knowledge of other Mem­
ber States. 

The creation of the Internal Market 
will lead to restructuring at na­
t ional and i n t e r n a t i o n a l level, 
demanding new and different skills. 
Companies which operate world­
wide r e q u i r e s taff who t h i n k 
internationally, are willing and ca­
pable of opera t ing in different 
cultures and of fostering interna­
tional contacts. 

Member States are already actively 
responding to many of the challen­
ges implied and are engaged in 
reforms and reviews designed to ex-
t e n d , d i v e r s i f y a n d i m p r o v e 

provision. There is already a much 
stronger perception of the import­
ance of training - both initial and 
continuing - and of the need to re­
view its content and the adequacy of 
existing structures and systems for 
providing it. 

Under Article 128 of the Treaty of 
Rome, the Commission has a duty 
to develop a common vocational 
training policy and has undertaken 
in 1990 to bring forward proposals 
to revise the 1963 Decision which 
sets out the basic principles of such 
a policy. It has already made a num­
ber of other commitments, namely : 

• to prepare an instrument prop­
osing a right of access to 
training, in accordance with the 
Social Charter; 

• to make proposals for rationa­
lising existing Community-level 
training programmes; 

• to speed up action on estab­
lishing comparability of 
training qualifications. 

These developments will have to 
take account of the marked differen­
ces between the national systems of 
training and of education. The de­
velopment of a common policy is not 
a matter of making proposals for 

structural changes to these existing 
sys tems in order to ha rmoni se 
them: national education systems 
are the product of long and complex 
development, reflecting national 
history, culture and values. The 
evolution of Community policy must 
therefore work through them, not 
against them, leaving responsibility 
in national hands where appropri­
ate but paying proper regard to 
common European objectives. 

Some Key Differences 

There are a number of significant 
differences between national sys­
tems of providing initial training. 

• The age at which compulsory 
schooling finishes still varies 
considerably. In about half the 
Member States the statutory 
minimum age for leaving full-
time schooling is fixed at 16. In 
Greece, Ireland, Luxembourg 
and Belgium it is 15 and in Por­
tugal, it is 13. 

Although in practice many 
young people stay on in general 
education after the end of com­
pulsory schooling, this means 
that countries with low mini­
mum leaving ages may face two 
problems: first, pupils who do 
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not stay on may arrive on the 
labour market inadequately 
prepared; second, those who 
stay on and enter training may 
find that a shorter period of 
compulsory schooling has not 
have provided the necessary 
broad general education needed 
as the foundation for good 
quality vocational training. 

Some systems require partici­
pation in part-time compulsory 
education or vocational prep­
aration after the pupils leave 
school (e.g. the Netherlands up 
to the age of 17 and Belgium 
and the FRG up to 18). 

Mainstream initial training is 
mainly work-based in the FRG, 
but mainly based on school, col­
lege or training centres in all 
other systems. 

The location of central minis­
terial responsibility for training 
varies. Apprenticeships and 
work-based training are regu­
lated by education ministries in 
Denmark and the FRG, but by 
employment ministries in Por­
tugal and the UK. In nearly all 
Member States, post compul­
sory vocational courses longer 
than a year are the res­
ponsibility of education minis­
tries (the Youth Training 
Scheme in the UK is a notable 
exception). 

But where there are not enough 
courses or they are of low 
status or quality, post-compul­
sory vocational training is 
provided to young people by 
much shorter courses run by 
employment authorities. Be­
cause they are not under 
education sponsorship, these 

95 Share of 15-19 Age-Group in the Total Populat ion in 
the Member States 1990, 2010, 2025 

% Total Population 
2010 D 2025 

courses are usually outside the 
regulated mainstream systems 
and separate from them. They 
include, for example, the train­
ing programmes run under the 
authority of the regions in Italy, 
the large number of shorter and 
longer courses organised 
through the employment auth­
orities in Portugal and Spain, 
and the various types of courses 
('stages') offered to unqualified 
or poorly-qualified school lea­
vers in France. 

• The socio-economic status of a 
young person in training varies 
according to the type of training 
and the system of provision, so 
that young people may be 
treated as students, trainees or 
employees and may be receiv­
ing training allowances, 
salaries, or nothing. 

The Consequences of 
Demographic Change 

European and nat ional policies 
need to take account of the demo­
graphic 'time-bomb' which is likely 
to affect the supply of young people 
coming onto the labour market . 
Over the next 35 years, the numbers 
of young people aged between 15 
and 19 is projected to decline from 
over 7% of total populat ion to 
around 5%, with even greater pro­
portionate falls in certain Member 
States, such as Italy, Spain and Ire­
land, where this par t icular age 
group currently represents a higher 
percentage of population than else­
where (Graph 95). Overall the 
decline in numbers across the Com­
munity might be as much as 15% 
over this pei'iod. 

While one positive consequence will 
probably be a fall in youth unem-
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ployment, the changes could also 
mean: 

• increased urgency to ensure 
that all young people receive 
training so that a greater pro­
portion enter the labour market 
with a qualification; 

• competition between employers, 
which in some regions may lead 
to earlier recruitment of young 
people into employment and the 
risk of them not getting adequ­
ate general education and basic 
training. 

Different Patterns 
of Education and 
Initial Training 

The differences in the length of com­
pulsory full-time schooling (and the 
inclusion of compulsory part-time 
training in some Member States) 
make it difficult to compare reten­
tion rates - the extent to which all 
young people receive a substantial 
period (one to three years) of train­
ing or education after the end of 
full-time compulsory schooling. 
Nevertheless, such a comparison 
gives some idea of current differen­
ces between Member States which, 
in some cases, are substantial. 

According to the Community La­
bour Force Survey for 1988, some 
80% of young people aged between 
14 and 18 were in education in the 
Community, with the proportion va-
rying between 70% and 90% in 
Member States, with the exception 
of Portugal, where it was under 60% 
(Graph 96). For 19-22 year-olds, the 
university age-group, the propor­
tion in education was around 30% in 
total, though close to 50% in the 
Netherlands and Belgium as op­
posed to only just over 15% in the 
UK. For the 22-24 age group, the 

96 Share of Young People in Educat ion in the Member 
States 1988 

100 
% Age-group 

97 16-18 Year Olds Part ic ipat ing in Educat ion or 
Training in the Member States 1985/86 

% Age-group 
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Notes 

1. Under education are grouped all types of education provision not 
directly intended to prepare students for a particular occupation. 
In addition to academic upper-secondary courses, a number of 
Member States (France, Ireland, Italy, the Netherlands) include 
tertiary level technical education. 

The data referred to here exclude evening courses, of whatever 
kind, and job-specific, in-firm, training courses offered by private 
or commercial training firms for which reliable comprehensive 
data are not available. 

2. Full-time training includes all wholly school-based provision as 
well as sandwich-type courses, in which students keep their 
'student' status but spend part of their time working. 

3. Part-time training includes: 

• apprenticeships, which are classified as part-time training, both 
because only part of the training takes place in a training institu­
tion and because the trainee often has the status of an employee; 

• other part-time training courses, which covers a wide range of 
different types. Some are part-time in the sense that the student 
can exercise another activity, and most are shorter than 12 
months, though they may be full-time during the actual training 
period - for example, the European Social Fund-financed short 
training courses. 

98 Part ic ipat ion in Educat ion and Training in the Year 
Immediately Fol lowing the End of Compulsory 
Educat ion in the Member States 1985/86 
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proportion in the Community was 
around 16%. 

However, figures for education ex­
clude those on t ra ining courses 
whe the r full-time or par t - t ime. 
They, therefore, tend to be some­
w h a t m i s l e a d i n g for M e m b e r 
States, notably the FRG, where vo­
cational training is impoi'tant. 

Statistics for training are less up-to-
date. In the mid-1980s, the latest 
period for which data are available, 
the proportion of 16 year-olds in 
education or training varied from 
close to 100% in the FRG, France 
and the Netherlands to under 609f 
in Spain and less than 50% in Por­
t u g a l ( G r a p h 97) . W i t h t h e 
exception of Luxemboui'g, however, 
all the more developed Member 
States had over 80% of 16 year-olds 
in full-time education or training. 
For 18 year-olds, there are equally 
pronounced differences between 
countries, with the FRG having 80% 
of this age group in training or edu­
ca t ion as compared wi th only 
around 30% in Portugal and the UK 
- the latter being in marked contrast 
to the other more developed econ­
omies. Note, however, that the data 
are incomplete for part-time train­
ing courses and therefore may 
understate the actual figure in some 
cases. 

There are also marked diffei-ences 
between Member States as regards 
the relative use made of education, 
on the one hand, and training, on 
the other. With the exception of 
Denmai'k, 40% or more of young 
people in the more developed coun­
tries of the Community go on to do 
some form of training, whether full-
time or part-time, when they finish 
compulsory education (mostly at 
the age of 15-16, though only 13 in 
Portugal) rather than continuing 
with schooling (Graph 98). In Italy, 
this propoi'tion reaches 60%. In the 
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less developed economies, the pro­

portions are around 15% or less. 

More extensive data on training and 

education beyond the initial year 

are difficult to obtain. Although it is 

notoriously hard to make compari­

sons between countries with very 

different systems and practices, or 

to establish common methods of col­

lating statistics, it is vital to have 

reasonably accurate information 

about the cur ren t position and 

about trends if a coherent Com­

munity approach is to be developed. 

At present, although there is a wide­

s p r e a d f e e l i n g t h a t t r a i n i n g 

provision is inadequate in many 

Community countries in relation to 

the provision in the US or Japan 

and that an increased effort is re­

quired, it is almost impossible to 

verify this view by reference to hard 

evidence. Too much of research at 

present seems to be directed at pro­

jecting trends in skill and training 

needs into the 1990s and beyond, 

despite there being almost no evi­

dence of what the current position 

is. 

Some data, however, are available 

for the education and training ex­

perience of young people up to the 

age of 24 in the mid­1980s, but only 

for four Community countries, the 

FRG, France, Netherlands and the 

UK. These data confirm that in the 

FRG, close to 100% of young people 

aged 24 had had some formal train­

i ng or e d u c a t i o n b e y o n d t h e 

compulsory school­ leaving age 

(Graph 99). In the Netherlands, the 

figure was 97%, in France 89% and 

in the UK only 77%. 

In the FRG a high proport ion, 

around 40%, had had experience of 

part­time training in the dual sys­

tem ­ which combines work with 

formal vocational training courses 

(Box) ­ even if they had not been in 

full­time further education or on a 

full­time training course. In the UK, 

part­time training is also import­

ant, although here a much smaller 

percentage of 24 year­olds than 

elsewhere had had experience of 

full­time education or training. 

There are also marked differences 

between the four countries in the 

movement of young people between 

education, training and paid em­

ployment. In the FRG, some 17% 

had moved from full­time voca­

tional training into the part­time 

training provided by the dual sys­

tem and a significant proportion 

had also moved in the opposite di­

rection, implying that there were 

many more people with double 

qualifications than in the other 

countries. In the Netherlands also, 

there was significant mobility be­

t w e e n g e n e r a l e d u c a t i o n a n d 

full­time training schools. In the 

UK, in contrast to the three other 

countries, there was little move­

m e n t b e t w e e n e d u c a t i o n a n d 

training. 

Such differences are also shown by 

the evidence on the numbers of 

people qualifying in engineering 

and technology. In 1985, some 

80 thousand people in the UK ob­

t a i n e d s o m e q u a l i f i c a t i o n in 

engineering or technology, as com­

pared with 140 thousand in France 

and 185 t h o u s a n d in t he FRG 

(Graph 100). The main disparity, 

however, was not so much in the 

number of graduates obtaining de­

grees in these disciplines but in the 

number of craftsmen. In the UK the 

number of craftsmen qualifying was 

only around a third of the French 

number and a quarter of the FRG 

number. 

99 Proport ion of Young People rece iv ing Post-Compulsary 

Educat ion or Training by the Age of 24 in some Member 
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Towards 

Convergence Despite 

the Differences? 

Community policies to improve vo­

cat ional t r a i n i n g need to t ake 

account of the marked differences in 

national systems of provision and 

their consequences in terms of how 

young people progress th rough 

them. At the same time, they must 

produce a better qualified workforce 

and greater equality of opportunity 

between regions ­ two of the priority 

objectives of current Community 

policy. 

The following set of key priority ob­

jec t ives should be reflected in 

Community policy aimed at increas­

ing convergence and cooperation in 

initial and continuing education 

and in training : 

• i­aising the status of vocational 

training; 

• adapting content and methods 

to new needs; 

• increasing coherence and flexi­

bility within education/training 

provision; 

• promoting stronger cooperation 

between providers of training; 

• strengthening apprentice­

ship/work­based systems; 

• improving vocational guidance; 

• training moi'e young women in 

technical and scientific fields. 

Fundamental to all such strategies, 

however, is the need for coordina­

tion between educat ion, ini t ia l 

training and continuing training. 
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This is still often impeded, both na­

t i o n a l l y a n d loca l ly , by t h e 

separation of responsibility for vo­

cational training between education 

authorities, who provide courses of 

longer duration as part of the edu­

cation system, and employment 

au tho r i t i e s , who provide shor t 

courses which may not lead to certi­

ficates of any value for further 

training. 

A second structural necessity for 

the future is the development of 

greater partnership between gov­

e r n m e n t and the two s ides of 

industry. People responsible for 

education and training are increas­

ingly a w a r e t h a t t hey canno t 

respond effectively to the new needs 

by 'going it alone'. The definition of 

new t r a in ing requ i rements has 

usually been a matter for joint ac­

tion between firms and training 

authorities in most Member States. 

But the active involvement of the 

two sides of industry is now needed 

in the delivery of training. It is in­

creasingly seen as necessary to 

enable compulsory schooling to pro­

vide an introduction to the 'world of 

work'. 

Hence the growth of lai*ge­scale 

schemes for giving not only trai­

nees, but also pupils and teachers 

from compulsoi'y schools, some di­

rect experience of industry. There 

has also been an increase in the 

number of schemes linking together 

schools and local companies with 

the aim of stimulating among pu­

pils, teachers and employers alike, 

a greater awareness of the need for 

continuity and coherence between 

compulsory education, initial voca­

tional training, employment and 

continuing training. 

Many na t iona l in i t ia l t r a i n i n g 

schemes today are characterised by 

a major reduction in specialist 

t r a in ing and a correspondingly 
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greater emphasis on better mastery 
of general subjects, all-round skills 
and problem-solving experience. 
There is a corresponding need to 
ensure that training in the work­
place - whether part of such broader 
courses or of subsequent specialist 
courses - is well integrated with the 
school or college-based component. 

The growing use of modular units is 
important here for the flexible ap­
proach they offer to training. They 
allow parts of courses to be more 
rapidly revised and updated; they 
allow courses to be more flexible and 
they oblige those developing them to 
be clearer and more specific about 
the aims and content of each stage 
of the training process. The poten-
t i a l for t h e u s e of m o d u l a r 
'European' courses is only just be­
ginning to be explored. 

Universities and other educational 
establishments will still be centres 
of knowledge and research, but not 
necessarily places where students 
will come to learn specific skills. 
More flexible ways of organising 
training and research are likely to 
develop and be considered as nor­
mal ways of acquiring knowledge 
and skills, after compulsory school­
ing or basic fur ther educat ion. 
'Distance' learning could be an im­
portant part of this development, 
exploiting the potential provided by 
the expansion of information and 
communication technologies. 

Another key concept is that of 'en-
t e r p r i s e t r a i n i n g ' , to deve lop 

crea t iv i ty , in i t i a t ive and inde­
pendence in the trainee, in contrast 
to much training which often tends 
to a c t i v e l y d i s c o u r a g e s u c h 
qualities. 

These changes in training philos­
ophy ref lec t t he need to give 
technical and vocational training a 
new status and image. In a world 
with a shortage of potential trai­
nees, where initial and continuing 
training are becoming increasingly 
important as regards the import­
ance of an economy, much more 
attention will have to be paid to 
wooing young people. Hitherto, vo­
cat ional t r a i n i n g has been too 
closely associated with low-status, 
pseudo social welfare, institutions, 
espec ia l ly in t h e older i ndus ­
trialised countries. At the same 
time, in many Member States the 
gap between general education, as a 
preparation for university and tech-
n i c a l e d u c a t i o n , h a s b e e n 
considerable. 

If both technical and vocational 
training are to fulfil their role in the 
Europe of tomorrow, all this will 
have to change. The social status of 
trainees must be raised to a point 
where it reflects their economic im­
portance. The same applies to those 
who train them. Such changes re­
quire political action and depend on 
national government to take a lead. 
The Community can help develop 
the basis for such policies by defin­
ing these priorities in its own policy 
statements. 
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Chapter 9 National Labour Market Policies 

National expenditure on labour market policies is still 
dominated by unemployment compensation, but the 
importance and variety of more active policies is increasing. 

Introduction 

At the beginning of the 1990s, policy 
makers in Member States of the 
Community still face the problem of 
high and persistent unemployment. 
Although the number of unem­
ployed has been gradually falling 
since 1986, it still stands at more 
than 12 million (a figure equivalent 
to the entire population of Greece 
and Ireland combined) or 8% of the 
Community's work force. With long-
term unemployment remaining at a 
high level as unemployment comes 
down and since joblessness is now 
the most common cause of poverty, 
unemployment is more than ever a 
social problem and not just a prob­
lem of labour market imbalance. 

Policy-makers in Community coun­
t r i e s a l so face an i n c r e a s i n g 
problem of a mismatch between la­
b o u r s u p p l y a n d d e m a n d , in 
qualitative rather than quantita­
t ive t e r m s . On t h e one h a n d , 
growing competition on world mar­
k e t s r e q u i r e s a sh i f t from 
standardised mass production to­
wa rds diversif ied h igh-qua l i ty 
products and consequently a more 
skilled labour force. On the other 
hand , t he reduced n u m b e r s of 
young people entering the labour 
market and the deficiencies in the 

general education and vocational 
systems hamper the development of 
the required skills. Skill shortages 
are emerging as a major labour 
market problem. 

Labour market policy is potentially 
an important weapon for national 
governments to combat unemploy­
ment and skill shortages. While 
labour market policy alone cannot 
solve these problems and needs to 
be supplemented by policy in other 
areas - by general economic man­
agement and education policy - it 
can have a powerful effect: 

a) through 'active' programmes of 
public expenditure in the form 
of public employment services, 
adult training schemes, employ­
ment subsidies and special 
measures for the young and dis­
abled, it can directly influence 
the supply of and demand for 
labour as well as the matching 
between them; 

b) through 'passive' measures 
such as unemployment benefit 
and early retirement schemes, 
it can maintain the income of 
those who become unemployed; 

c) through the regulatory frame­
work of public rules and 
regulations, it can set the condi­

tions for contracts of employ­
ment and the general terms 
under which people work. 

As this chapter shows, labour mar­
ket policies in Community countries 
have in some degree developed in 
similar ways but also display a 
number of differences. As the num­
ber of young people entering the 
labour market has declined, and 
with it the rate of youth unemploy­
ment, as long-term unemployment 
has failed to decline and as concern 
a b o u t sk i l l - l eve l s h a s g rown , 
policies have tended to change in 
response. 

Most Member States have put in­
creased emphasis on adult training, 
labour market adjustment and spe­
cial measures to help those who 
have been out of work for a long 
period. They have also tended to put 
less emphasis on early retirement 
schemes and direct job creation pro­
grammes. On the other hand, there 
are differences in the degree of re­
liance on special schemes to combat 
youth unemployment and in the ex­
tent to which policy is directed 
towards improving the flexibility 
and adaptabi l i ty of work forces 
within companies as opposed to im­
proving the balance of supply and 
demand in the (external) labour 
market. 

121 



Chapter 9 National Labour Market Policies 

In most Member States public ex­

p e n d i t u r e on u n e m p l o y m e n t 

compensation continues to be con­

siderably larger than expenditure 

on active policies aimed at improv­

ing the workings of the labour 

market. With the increasing possi­

bility of mismatch between supply 

and demand for particular skills, a 

shift of emphasis and resources 

from income maintenance to active 

measures is likely to become necess­

ary in most parts of the Community. 

Trends in National 

Labour Market 

Policies 

The scale of public expenditure is 

not an ideal basis for comparing the 

relative importance of labour mar­

ket policies across the Community. 

It neglects non­financial measures 

as well as private sector initiatives, 

it reflects past rather than present 

spending priorities, and it measures 

the amount of money put into a pro­

g r a m m e r a t h e r t h a n w h a t i t 

achieves, which depends on the effi­

c i ency a n d e f f e c t i v e n e s s of 

expend i tu r e r e l a t ive to needs . 

Nevertheless it is better than noth­

ing and if used jud ic ious ly in 

conjunction with other information, 

represents a useful indicator for re­

viewing comparative approaches 

and degrees of effort. 

It should be noted, moreover, that 

such public expenditure is only 

p a r t l y f inanced from n a t i o n a l 

revenue sources. To varying de­

g r e e s , t h e a c t i v e s p e n d i n g 

programmes are financed from the 

Comrmmity Social Fund, in the case 

of the poorer countries substan­

tially so. Most Member S ta tes , 

however, do not publish informa­

tion in a form which allows the 

importance of this source of finance 
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to be identified. What appear to be 

national initiatives, therefore, are 

in a number of cases largely sup­

ported from Community resources, 

various training schemes in Ireland 

and the Youth Training Scheme in 

the UK being particular examples. 

At present, Member States spend 

an average of 2.5% of GDP on labour 

m a r k e t p r o g r a m m e s , a l though 

there are wide variations between 

counti'ies. In 1988/89, the level of 

expenditure ranged from less than 

1% of GDP in Greece and Portugal 

to over 4% of GDP in Denmark, Ire­

land and Belgium (Graph 101). In 

the majority of countries, expendi­

ture has tended to decline slightly 

in recent years as unemployment 

has come down. The reduction has 

been most pronounced in the UK 

where the fall in unemployment has 

been largest. On the other hand, 

expenditure has increased in four 

count r ies ­ D e n m a r k , t h e FRG, 

Greece and Portugal ­ despite fall­

ing unemployment. 

In most Member States, expendi­

ture in this area is still dominated 

by spending on unemployment com­

p e n s a t i o n . On a v e r a g e , ac t ive 

policies of, for example, training, 

employment subsidies and special 

y o u t h a n d d i s a b l e d s c h e m e s , 

together account for only around 

o n e ­ t h i r d of e x p e n d i t u r e 

(Graph 101). Only in Portugal , 

Greece and Italy does spending on 

active measures exceed spending on 

unemployment compensation. This, 

however, is a reflection of the low 

rates of unemployment benefit in 

these countries rather than of high 

levels of active expenditure. Spend­

ing on active policies, at over 1% of 

GDP, is highest in Denmark, Bel­

gium, Netherlands and, perhaps 

su rpr i s ing ly , I r e land (much of 

which is financed from the Social 

Fund). It is lowest in Greece and 
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Luxembourg, where it is less than 

0.6% of GDP. 

Early retirement schemes, which 

are different in kind from both un­

employment compensa t ion and 

active policy measures, are import­

ant e lements of labour m a r k e t 

policy in D e n m a r k , B e l g i u m , 

France , Luxembourg and Italy. 

Elsewhere in the Community, they 

account for little or no expenditure, 

though s imi la r end­ resu l t s are 

achieved in the FRG and Spain, as 

well as in France, by regulation of 

pension schemes or more favour­

able treatment of older workers in 

the unemployment system. In most 

countries, however, early retire­

ment schemes have become less 

important in recent years, espe­

cially in France where spending 

almost halved relative to GDP be­

tween 1985 and 1988. 

In recent years, expenditure on ac­

tive measures has increased in 

relation to GDP in all Member 

States with the exception of Luxem­

bourg, Ireland, Belgium and the UK 

(Graph 101). The increase has been 

especially marked in the Southern 

States of Italy, Spain, Portugal and 

Greece, where such measures were 

re la t ively under­developed and 

where in the case of Spain and Por­

tugal joining the Community has 

provided additional finance. Expen­

di ture on active labour marke t 

policies in the Community, how­

ever, is still well below the level in 

Sweden where it exceeds spending 

on the generous unemployment 

benefit scheme. 

The incentives schemes, it should be 

noted, generally fall in to the ca­

tegory of state aids, and as such, 

under the provisions of Articles 92 

and 93 of the Treaty, they have to be 

notified to the Commission and 

a u t h o r i s e d be fore b e i n g im­

plemented. 

There are significant differences in 

the composition of active policies as 

between Member States. In the ma­

jority of countries, t ra ining and 

retraining of adult workers is at 

present the most important element 

of expenditure. In Italy and Luxem­

bourg, however, it is of negligible 

importance. Measures to combat 

yoLith unemployment account for a 

similar proportion of expenditure as 

training policies across the Com­

munity as a whole, but are of much 

greater significance in Italy and Ire­

land than elsewhere. Indeed in 

Belgium, Greece and the FRG, they 

account for very little spending at 

all. Similarly, employment sub­

sidies are important in Belgium and 

Spain, but in the UK, France and 

Denmark are hardly used at all, 

while measures for the disabled are 

significant in the Netherlands and 

Denmark but are almost non­exist­

ent in Ireland, Italy, Spain, Greece 

and the UK. 

In recent years, at least three major 

shifts in the composition of active 

po l i cy m e a s u r e s a r e e v i d e n t 

(Graph 102). Special programmes 

to combat youth unemployment and 

employment subsidies have de­

clined in importance while training 

schemes for adult workers, espe­

cially for those unemployed, have 

become increasingly more import­

ant. Several Member States have 

either introduced new programmes 

or redesigned and expanded the 

funding of existing programmes 

(e.g. Denmark, UK, France and 

Spain). The UK and the Nether­

lands have phased out direct job 

creation programmes in the belief 

tha t the unemployed are bet ter 

served by the provision of training 

rather than artificial jobs. 

Two other common tendencies are 

an increased concentration of policy 

on the long­term unemployed and 

the growing importance of benefits 
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in kind instead of cash payments. 
Member States have either redi­
rected training schemes towards 
the long-term unemployed (e.g. 
France and the UK) or created new 
training programmes specifically 
for this group (e.g. the FRG and 
Denmark). In addition, a number of 
Governments have introduced new 
job-search facilities for those find­
ing it hard to find work. These new 
services take the form of'job clubs' 
in France, the UK and the Nether­
lands, or of 'job-search coui'ses' in 
Ireland and Denmark. 

Changes in rules and regulations 
governing the working of the labour 
market are much harder to identify 
and assess than public spending 
programmes. The most significant 

changes in recent years have con­
cerned employment protection and 
working time arrangements. In the 
former area, there has been a wide­
spread, though generally modest, 
trend towards deregulation in the 
form of relaxing restrictions on dis­
missal of employees. This trend, 
however, has varied in content. In 
the UK, for example, it has taken 
the form of confining protection to 
workers in larger companies who 
have been employed for more than 
two years. In France, the govern­
m e n t i n i t i a l l y e a s e d t h e 
administrative requirements for re­
dundancies, but has since restored 
some measure of protection on a 
decentralised basis by enlarging the 
rights of works councils and enforc­
ing retraining initiatives. In many 

Placement services for the long-term 
unemployed 

• The UK's Job Interview Guarantee and the linked Work Trial 
scheme were introduced into a number of inner city areas in April 
1990. The idea is to offer enhanced recruitment services to em­
ployers who will sign a formal agreement to guarantee job 
interviews to long-term unemployed people. These services consist 
of short customised training courses to train people to the em­
ployer's requirements and also making the unemployed available 
on a three-week trial basis without wages. Only travel and meal 
expenses will be paid by the employer. 

• In Greece, employers in receipt of a general wage costs subsidy to 
promote job creation are obliged to take half of those they hire from 
amongst the registered unemployed. Job centres attempt to give 
priority to the long-term unemployed. In practice this is difficult 
because of their lack of qualifications and experience. Although the 
official job centres are the only permitted employment agencies in 
Greece, employers often turn to informal channels of recruitment, 
thus reducing the number and quality of vacancies available to the 
official service. 

• In Italy, employers must notify all vacancies to the official place­
ment service, and the service has a system of offering them to the 
unemployed in order of priority of their need for employment. They 
are placed on the waiting list in an order determined by their 
duration of unemployment, family situation, health and other 
social criteria. Employers are obliged to accept the applicants 
offered to them provided they meet agreed criteria on qualifica­
tions and experience. 

countries, in Belgium, France,the 
FRG and Spain, the legal scope for 
fixed-term contracts has been wid­
ened and in two countries, Spain 
and Italy, temporary on-the-job 
t ra in ing programmes for young 
people are also used as a kind of 
fixed-term contract. 

As regards working time, the move­
ment towards a reduct ion now 
seems less strong than in the early 
and mid-1980s. In a number of 
countries, such as the FRG and 
Denmark, it has been left entirely to 
collective bargaining, whereas else­
where, in France, Spain, Belgium 
and Greece, government action has 
been taken. In many countries, the 
i ssue has been combined with 
moves to increase the flexibility of 
working time through extending 
shift systems to utilise plant and 
machinery more intensively and 
through weekend working. 

Changing Labour 
Market Problems 
and Differing Policy 
Responses 

The t r e n d s in l a b o u r m a r k e t 
policies and the differences between 
countries are the result of various 
factors, including the changing na­
tu re and importance of specific 
problems, how they are perceived by 
national governments, the chang­
ing order of priori t ies and the 
ins t i tu t iona l framework within 
which policy is framed and im­
plemented. 

Labour m a r k e t policies are , of 
course, likely to change as the na­
t u r e of t h e p rob lem they a r e 
addressing is changing. Similarly, 
differences between the problems 
faced by individual governments 
will tend to be reflected in differen­
ces b e t w e e n t h e p o l i c i e s 

124 



Chapter 9 National Labour Market Policies 

implemented. The common trends 

in policy identified above in some 

degree reflect general changes in 

the nature of labour market prob­

lems across the Community. 

The fall in unemployment over the 

past few years has led directly to a 

reduction in unemployment com­

p e n s a t i o n a n d a c o n s e q u e n t 

increase in the relative importance 

of active policy measures ­though in 

Southern states this increase was 

the result of a conscious policy deci­

sion. Similarly, the decline in early 

re t i rement schemes and special 

youth employment programmes re­

flects major demographic changes 

in the Community. The significant 

fall in birth rates which occurred in 

the 1970s means a substantial de­

cline in the numbers of young people 

entering the labour market, which 

together with a rising proportion 

going into higher education, has al­

ready brought a sharp reduction in 

youth unemployment in most coun­

tries and so has reduced the need for 

measures to combat this. 

As a result of falling numbers of 

young people, the introduction of 

new skills into the work force and 

adap ta t ion to new technologies 

have to be achieved more through 

training existing employees rather 

than through relying on the new 

g e n e r a t i o n . A d u l t r e t r a i n i n g 

schemes are therefore becoming in­

c r e a s i n g l y n e c e s s a r y a n d a r e 

consequently accounting for an in­

creasing share of labour market 

spending in many states. The same 

demographic trend explains the de­

clining emphasis on measures to 

reduce labour supply, such as early 

retirement schemes, which in any 

event have proved costly to finance 

and therefore hard to sustain for 

long periods. 

In place of generous subsidies to 

persuade people to stop working 

I 

completely, several member gov­

ernments, e.g. Denmark, France, 

Italy and the FRG, are now experi­

menting with more flexible schemes 

under which people work part­time 

or retire gradually over a period. 

Such s chemes can po t en t i a l l y 

achieve two objectives at the same 

time: that of tackling the unemploy­

ment problem which still remains, 

while ensuring that the increasing­

ly scarce skills possessed by older 

people are not lost completely. 

More emphasis is being put on 

measures to ensure reintegration of 

the long­term unemployed into the 

labour market and greater partici­

pat ion of other groups such as 

married women. In the case of the 

l o n g ­ t e r m u n e m p l o y e d , new 

measures include those aimed at 

helping them in the search for jobs 

through training on techniques of 

self­presentation and other forms of 

guidance and counselling. Such pro­

grammes are increasingly person­

alised and tailored to the particular 

needs of each individual (Box). 

Differences in policy t rends be­

tween countries owe something to 

differences in the problems faced. 

Variations in the scale of unemploy­

ment compensat ion are closely 

related to variations in rates of un­

employment, Ireland, Spain and 

Belgium with the highest ra tes 

being the largest spenders and Por­

tugal and Luxembourg where rates 

a r e lowest be ing the s m a l l e s t 

(Graph 101). However, there are 

significant differences between 

countries in the rates of benefit paid 

to those out of work and in the cover­

age of the system. Denmark and the 

Netherlands have by far the most 

g e n e r o u s a n d m o s t e x t e n s i v e 

schemes and therefore spend much 

more on unemployment compensa­

tion in relation to the numbers out 

of work than other Member States. 
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For Italy and Greece the reverse is 
the case (Graph 103). 

Differences in the composition of ac­
tive policy measures also reflects in 
some degree different manifesta­
t ions of p rob lems as be tween 
Member States. In the 1980s, youth 

training schemes were most perva­
sive in Italy, Ireland, France and 
the UK, where youth unemploy­
ment was highest. In the FRG, on 
the other hand, where the dual sys­
tem of vocational training as part of 
basic education ensures that school 
leavers are for the most part inte-

Help in developing job search skills 

• Belgium, France, the UK and the Netherlands have job clubs in 
which groups of long-term unemployed people make intensive 
applications for work under the guidance of an advisor, with the 
employment service providing stationery, postage stamps and 
other practical aids to making applications. In Ireland, the job club 
concept is provided within the context of a four-week counselling 
course. 

• In France, an initial assessment interview may be followed by an 
evaluation of the level of occupational ability, sessions to advise on 
job-seeking techniques or in-depth guidance sessions. The last two 
measures have decreased in importance since 1987, and now about 
15% of long-term unemployed people interviewed after a year of 
unemployment go onto modular training courses lasting around 
three months. These include training in job-search techniques, as 
well as elements of vocational training chosen specifically for the 
individual's needs. 

• The UK's Employment Training scheme (ET) also incorporates 
training in job-search techniques alongside vocational training. 
Another element in the UK package of measures are the Restart 
courses, which last one week and are intended to develop job search 
techniques and raise self-confidence. These are attended by about 
9% of long-term unemployed people, whereas job clubs are at­
tended by about 2%. 

• In the FRG, an extensive vocational guidance and counselling 
service is provided, offering individual or collective information 
sessions through which 27% of participants are placed directly into 
employment. 

• In Ireland, the job-search programme helped 8% of participants to 
get work within one month of completion, and a further 8% enrolled 
on training schemes. 

• Job clubs seem to be very successful in getting long-term unem­
ployed people into work. In the UK, 50-60% of the (2% of) 
participants obtain work, with an average stay of 8-9 weeks. The 
small pilot experiments in the Netherlands have had a success rate 
of 73%. 

• If a large number of people enter job clubs, the number and quality 
of applications reaching employers will rise. Thus over the long-
run job club participants compete with each other and with 
non-participants, which could lead to a decrease in placement 
rates. 

gra ted into the labour market , 
youth unemployment never became 
a serious problem. This illustrates 
the fact that differences in labour-
market problems to some extent re­
flect differences in insti tutional 
a r r angemen t s , especially as re­
gards systems of education and 
basic vocational training. Educa­
t i o n s y s t e m s w h i c h c o m b i n e 
practical experience with theoreti­
cal training may therefoi-e serve to 
ensure that young people are better 
able to find work and so prevent a 
youth unemployment problem aris­
ing. 

Policy Strategies 

Differences in the problems faced, 
however, only explain part of the 
variation in the nature and direc­
t i o n of pol icy a c r o s s t h e 
Community. An important distinc­
tion can be drawn between policies 
aimed at bringing supply and de­
mand on the labour market into 
balance (external adjustment) and 
policies whose aim is to impiOve the 
flexibility and adaptability of labour 
within firms (internal adjustment). 
The first approach is intended to 
encourage greater mobility of wor­
kers between companies, the second 
to promote a more skilled labour 
force which can more easily be rede­
ployed from task to task as needs 
change inside a company. The first 
is best represented by labour mar­
ket policy in the US, the second by 
the policy of large firms in Japan. 

None of the Member States in the 
Community has opted for one of 
these two approaches to the exclu­
sion of the other and so differences 
within the Community tend to be 
smaller than are found outside. 
There are, however, significant dif­
ferences in e m p h a s i s be tween 
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internal and external adjustment. 
In the FRG, the focus of policy tends 
to be more on improving internal 
adjustment through measures to in­
crease job security, improve skills, 
adjust working time, and so on. In 
other countries, like France and the 
UK, there has been more reliance on 
trying to adjust supply and demand 
in the labour market through early 
retirement, redundancy payments, 
government training schemes, new 
forms of placement services and so 
on. In line with this approach, both 
countries have made it easier for 
firms to get rid of workers, and in 
the UK, in contrast to the FRG, pub­
lic financial support for short-time 
working has been abolished. 

Despite these differences, there 
seems to be a common trend to­
wards internal adjustment policies 
in the Community. This in turn re­
flects the important demographic 
changes taking place and the in­
creased emphas is on producing 
high quality, diversified products 
rather than mass produced, stand­
ardised goods. Accordingly, early 
retirement schemes have declined 
in importance and more and more 
large firms are developing long-
term labour force strategies, which 
involve transferring and retraining 
workers rather than simply opting 
for mass redundancies. 

While there seems to be a common 
trend towards emphasis on active 
policies, it is still the case, however, 
tha t no Community country has 
tried to match the Swedish system 
which combines positive incentives 
and support for re-entry to the la­
b o u r m a r k e t w i t h an 
unemployment insurance scheme 
which is strictly seen as providing 
temporary income support and so 
avoids becoming a long-term social 
security fall-back system. 

Training 

• The dual system is the core of the vocational training system 
in the FRG. In 1989, some 600 thousand training places were 
offered through the placement offices. Training occurs in two 
separate places: in the firm and at the vocational training 
centre. Young people undergoing training have the status of 
employees and receive a training allowance which is fixed by 
collective agreement. A course of training in the dual system 
usually lasts three years, although for some highly technical 
occupations it may be extended to three and a half. 

• FIP is the Spanish national training and vocational integra­
tion plan launched in 1985. It covers all the vocational 
training carried out for the Ministry of Labour. The training 
generally takes place in centres directly controlled by INEM 
(the national employment institute) as well as in a network 
of collaborating centres. The training is free of charge to 
participants, who may also be eligible for other help and 
grants. The Plan also provides for subsidies to enterprises 
and collaborating centres to compensate them for the costs 
incurred. 

• In Ireland, with a relatively large proportion of the population 
under 25 years, training is high on the list of priorities for 
meeting the objectives of integrating young people into work­
ing life, and an extensive range of measures has been 
developed (Graph 102). In 1989, out of an estimated total of 
67 thousand school-leavers, 42% had jobs, 31% were in fur­
ther education, 11% were still seeking their first job and 5% 
were unemployed. 10% had emigrated and 1% were unavail­
able for work. Almost 45% of those leaving school in 1988 with 
no formal qualifications were unemployed a year later, com­
pared to 28% of those with some qualification, and 9% of those 
who completed secondary education. 

• In Italy, recent measures have emphasised the regional as­
pects of training systems. Innovation plans of the regional 
training systems aim at enhancing the quality of the regional 
training systems by developing closer links with schools and 
firms, targeting measures more closely on disadvantaged 
groups and strengthening the contribution of vocational 
training to the spread of new technologies. 

• Employment Training, for adults, and the Youth Training 
Scheme are the main elements of the training system in the 
United Kingdom. Employment Training, the new programme 
for training unemployed adults, aims to provide appropriate 
training of the right quality and relevant to the jobs available. 
YTS was introduced in 1983 and some 2 million young people 
have passed through it. The scheme has recently been re­
viewed and a number of areas needing improvement 
identified. Only 40% of trainees obtain a recognised qualifi­
cation, often at a low level; the training does not always reflect 
the needs of the labour market. A reform of the scheme will 
place more emphasis on the achievement of qualifications and 
employers will be expected to progressively take over the 
provision and development of youth training. 
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Measures affecting the functio­
ning of the labour market 

• Private placement agencies have recently 
been made legal in Portugal. A law of April 
1989 allows both commercial and non­
profit-making agencies to operate. 
Commercial agencies have to have a licence 
and non-profit agencies an authorisation 
from IEFP, the national employment and 
vocational training institute which is res­
ponsible for overseeing the system. 
Jobseekers may not be asked to pay for the 
services of registration, guidance and selec­
tion, but may be asked for up to 50% of the 
national minimum wage in the case of find­
ing a temporary job, and 75% for a 
permanent job. 

• The latest amendment of the Employment 
Promotion Act in the FRG allows temporary 
work agencies to operate for an additional 
period of 6 months 

• New rules have been introduced in Belgium 
governing part-time work. Part-time wor­
kers must have written notice of their work 
schedule, and regulations governing the 
flexibility of part-time workers' hours have 
been introduced. 

• Portuguese enterprises may now employ 
temporary workers, but recourse to tempor­
ary work is strictly regulated. Temporary 
workes are to be treated in exactly the same 
way as permanent workers. The placement 
of workers abroad has also been regulated 
to guarantee their repatriation and social 
protection. 

• In France, new mechanisms for preventing 
redundancies and holding joint consult­
ations have been introduced. To prevent 
redundancies, joint consLiltation is required 
for the forward-looking management of la­
bour, state support for the preventive 
actions of companies have been brought in 
and sanctions on employers to discourage 
the dismissal of the over-55s have been 
generalised. Dismissal procedures have 
been clarified, improving individual guaran­
tees and establishing the methods and time 
limits for the consultation of workers' repre­
sentatives. Retraining agreements have 
been extended to all cases of redundancy, 
regardless of the size of the workforce and 
the number of workers affected. 

Institutional 
Frameworks 
National policy makers are con­
strained in their ability to choose 
among potential policy instruments 
by institutional factors. Each of 
them has to operate within their 
own national institutional frame­
work defined by the nature of the 
political system, industrial rela­
t i o n s , t he l e g i s l a t i v e s y s t e m , 
historical experience, customs and 
traditions and so on. 

One institutional factor which has a 
major influence on the composition 
of policy in cei'tain parts of the Com­
munity, as noted above, is the fact 
that a number of measures are co-
financed by supra-national funds, 
in particular by the European Social 
Fund which supports training and 
youth programmes, particularly in 
poorer countries and regions. 

Institutional diffei'ences are also 
part of the explanation of why in 
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some countries, like the UK in par­
ticular, labour market measures 
have changed frequently in scale 
and focus while in others, like the 
FRG, there has been hardly any 
change at all. 

But institutional variations cannot 
explain all the differences in the 
policy response to common prob­
lems which are observed. The order 
of priorities varies significantly be­
tween countries, partly reflecting 
differing national perceptions of the 
relative importance of particular 
problems, partly reflecting different 
stages of economic development and 
levels of prosperity. For example, 
t he m u c h h i g h e r s p e n d i n g on 
measures for the disabled in the 
Nether lands and Denmark than 
elsewhere in the Community has 
everything to do with the ordering 
of priorities in these comparatively 
prosperous countries and nothing to 
do with the relative numbers of dis­
abled who happen to live there. 

Examples of wage subsidy schemes 

• The amended Vermeerd/Moor Act in the Netherlands amalga­
mates three existing measures offering wage cost subsidies to 
employers who hire long-term unemployed - MOA (Measure to 
support integration into working life), MLW (Scheme for the 
long-term unemployed) and MVM (employment creation 
scheme). Under the amended scheme, employers may qualify for 
a lump sum payment for LTUs who are given work expérience 
for up to one year, for exemptions from social security contribu­
tions (worth up to 17.5% of wage costs) and a lump sum payment 
towards any training costs if they offer a normal job to someone 
unemployed for two years. The Temporary Employment Refund 
Scheme offers employers a subsidy amounting to one third of the 
gross minimum wage if they hire long-term unemployed as 
temporary workers. 

• Return to Employment Contracts (CRE) - work contracts for the 
long-term unemployed - in France offer 100% exemption from 
social security contributions to the employer in return for pro­
viding long-term unemployed people with a job for at least 6 
months, and a lump sum payment for every full-time contract. 
Any training is also subsidised with a lump-sum refund for every 
training hour. 

• France also offers 50% exemption from social security contribu­
tions for up to a year for employers who hire long-term 
unemployed people on completion of a training programme. 

• The Young Workers Scheme in the UK (now abolished) offered 
a fixed sum per week to employers who recruited youth and paid 
them less than a certain wage. This scheme was primarily 
designed to prevent, rather than reduce, unemployment. 

• The Jobstart allowance in the UK is paid as a wage supplement 
to long-term unemployed people who take up a job at less than 
a certain wage. Two-thirds of applicants for the allowance obtain 
it. 

• In Denmark, long-term unemployed people who have been out 
of work for two-and-a-half years are guaranteed a job. A subsidy 
of around 60% of wage costs is offered to employers for offers of 
work of seven to nine months duration. Those who are not offered 
a job by a private employer are placed in the public sector, usually 
with a local authority. In 1983 this measure reached 96% of those 
eligible, but finding the vacancies placed a strain on local auth­
orities, despite the increased involvement of private sector 
employers, who provided 27% of the jobs offered. 
Some skilled workers had to accept work beneath their level of 
qualification, but despite this, 40% of those found work in the 
private sector were taken on permanently, although only 11% of 
those who entered the public sector stayed with the same em­
ployer. 

• A job guarantee scheme is being introduced in the Netherlands 
for people under 21. This coincides with the abolition of unem­
ployment benefits for this group. Remuneration will be at the 
minimum legal wage for youth, which is a little above the former 
level of social security. 
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Chapter 10 Promoting Economic and Social Cohesion - the 
Community's Structural Policies 

The Community's Structural Funds have been reformed to 
become effective instruments of economic and employment 
development. Measures are being planned and co-ordinated 
to promote economic and social cohesion and to enable all 
regions to benefit from the Internal Market. 

Introduction 

The signatories of the Treaty of 
Rome recognised that the re-adjust­
ments needed in order to bring 
about an integrated Community 
economy could not, and should not, 
take place without public interven­
t ion . F rom the beg inn ing , the 
Community has had policies and 
budgets earmarked for the structu­
ral adjustment of its economy and 
for the treatment of serious social 
problems. 

The basic arguments behind these 
interventions have remained the 
same from then until now: economi­
cally, it is more efficient to assist the 
process of adjustment than to let it 
take place on its own; socially, it is 
desirable in order to avoid the 
burden and costs of adjustment fall­
ing mainly on those least able to 
bear it; and politically, it is necess­
ary to provide suppor t for the 
economically weaker regions in the 
Community. 

However, the adoption of the Single 
European Act in 1987 (Box) has 
greatly enlarged the scope of Com­
munity action and given coherent 

purpose to its structural policies. 
New priority objectives have been 
set with the aim of promoting the 
overall harmonious development of 
the Community and of devising and 
pursu ing actions leading to the 

strengthening of its economic and 
social cohesion. In particular, the 
Community is committed to trying 
to reduce disparities between the 
various regions and the backward­
ness of the least favoured regions. 

Economic and Social Cohesion in the 
Single European Act 

Article 130 A 

In order to promote its overall harmonious development, the Com­
munity shall develop and pursue its actions leading to the 
strengthening of its economic and social cohesion. 
In particular, the Community shall aim at reducing disparities be­
tween the various regions and the backwardness of the least favoured 
regions. 

Article 130 Β 

Member States shall conduct their economic policies, and shall co-or­
dinate them, in such a way as, in addition, to attain the objectives set 
out in Article 130 A. The implementation of the common policies and 
of the internal market shall take into account the objectives set out in 
Article 130 A and in Article 130 C and shall contribute to their 
achievement. The Community shall support the achievement of these 
objectives by the action it takes through the structural Funds (Euro­
pean Agricultural Guidance and Guarantee Fund, Guidance Section, 
European Social Fund, European Regional Development Fund), the 
European Investment Bank and the other existing financial instru­
ments. 
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104 Income per Head in Purchas ing Power Standards 
1988 

105 Change in GDP per Head 1980-1988 

Annual growth 
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ι - 2% 

2 - 3% 

> 3% 

Economic and 
Social Disparit ies 
between Regions 

Communi ty s t r u c t u r a l suppor t 
policies need to be seen in the con­
text of the Community's regional 
and unemployment problems, and 
to be set against the wide range of 
policy initiatives that have been 
taken to combat these problems by 
the Member States. 

The Community faces considerable 
regional imbalances. The distribu­
tion of income between the Member 
States of the Community is wide. In 
1988, the most recent year for which 
figures are available, the average 
level of income per head in the 25 
most prosperous regions of the 
Community was two and a half 
times higher than in the 25 poorest 
regions (Map 104). 

At the same time, regional dis­
p a r i t i e s ex is t w i t h i n M e m b e r 
States. In the FRG, Liineberg has a 
level of income per head only half 
that of Darmstadt. In France and 
the UK the situation is broadly 
similar. In Italy, variat ions are 
greater with the poorest regions of 
the South having an average level 
of income per head under half that 
of the prosperous Northern regions. 

In general , regional dispari t ies 
within the Community are greater 
than the United States or Canada. 
It is difficult to compare like with 
like, since the more narrowly the 
regions are defined, the greater the 
differences tend to be. However, for 
the nine standard United States 
census regions, the difference be­
tween the highest and the lowest 
average income per head is around 
45%. For the European Community, 
the difference (attempting a similar 
level of aggregation by combining 
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Portugal with Spain and Denmark 
with the Federal Republic), is 85%. 
At a more disaggregated level, 
Washington DC has a level of in­
come per head twice as high as 
Mississippi, whereas the income per 
head of Ile de France is several 
times that of the poorest areas of 
Greece. 

Over the 1980s, disparities in in­
come per head have shown little 
tendency to narrow. As Map 105 
shows, large areas of Spain, Greece 
and Sou the rn I ta ly, which are 
among the poorest parts of the Com­
munity, experienced relatively little 
growth in income per head between 
1980 and 1988, while South-East 
England, parts of Southern Ger­
many and Northern Italy, which are 
among the most prosperous areas of 
the Community, experienced rela­
tively high rates of growth. On the 
other hand, Eastern Macedonia and 
Thrace in Greece and the Centro 
region of Portugal, both compara­
tively poor areas, enjoyed among 
the highest rates of growth. 

Unemployment 
problems 

Although unemployment in the 
Community has begun to fall signi­
ficantly, it still averages 8.5% and 
its d is t r ibut ion is very uneven 
across the regions. In 19 regions of 
the Community in 1989 it exceeded 
15% (Map 106). The problem is con­
centra ted , not only in different 
areas of the Community, however, 
but also on particular groups of 
people - notably young people and 
older workers. 

This polarisation of unemployment 
and the problems it creates is ad­
dressed elsewhere in the Report 
(Chapters 1 and 11). It is sufficient 
here to underline two dimensions of 
the problem, other than the regional 

one - firstly, tha t over half of the 
unemployed have been unemployed 
for more than one year (a particular 
problem for older workers) and sec­
o n d l y , t h a t t h e r a t e of 
unemployment of young people 
under 25 years old is twice that of 
the unemployed in total. 

New Priori t ies 

In the early years of the Com­
munity, Community funds were 
primarily intended for the retrain­
ing and relocation of the labour 
force in order to compensate for the 
effects of removing trade barriers, 
or other sectoral changes - the role 
assigned to the European Social 
Fund. A new dimension was added 
by the setting up of the European 
Regional Development Fund in 
1975 which put the emphasis on a 
broader regional approach designed 

to counteract problems of regional 
imbalance and decline. 

The adoption of the Single Euro­
pean Act strengthened this process 
by ensuring that the Member States 
conduct and co-ordinate their econ­
omic policies in order to pursue the 
overall goals of economic and social 
cohes ion . Moreover , t he Com­
m u n i t y w a s c o m m i t t e d to 
suppor t i ng the ach ievement of 
these policies by the action it takes 
through the Structural Funds (Eu­
ropean Agricultural Guidance and 
Guarantee Fund, Guidance Section, 
European Social Fund, European 
Regional Development Fund), the 
European Investment Bank and the 
other financial instruments. 

These changes of orientation and 
emphasis in policy have, to a large 
extent, parallelled the expansion of 
the Community. While the latest 

106 Unemployment Rates in the Community 1989 
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The Structural Instruments 
These are the financial mechanisms administered by the 
European Commission and the European Investment Bank, 
which can help to fund measures or projects carried out 
within the Community to meet common objectives: economic 
development of the regions, promotion of employment, envi­
ronmental protection, energy conservation and new sources 
of energy, provision of linking infrastructures, adaptation of 
activity sectors (agriculture, fisheries, steel, etc). 

They break down into instruments making grants and in­
struments making loans. 
(a) Grants are made mainly by the three structural Funds, 

with 1989 commitments totalling 9.5 billion ECU (Graph 
107): 

(i) the European Regional Development Fund (ERDF), 
which was set up in 1975 to help reduce regional 
imbalances in the Community (1989 commitments: 
4.5 billion ECU); 

(ii) the European Social Fund (ESF), which has the task 
of promoting job opportunities for workers (1989 com­
mitments: 3.5 billion ECU); 

(iii) the European Agricultural Guidance and Guarantee 
Fund (EAGGF), guidances section, which, as part of 
the reform of the common agricultural policy, aims to 
speed up the adaptation of agricultural structures and 
to contribute to the development of rural areas (1989 
commitments: 1.5 billion ECU). 

Grants are also provided to promote structural policies in 
the following areas: fisheries, environment, transport 
infrastructure, energy etc. 

(b) The Community can place its borrowing capacity at the 
disposal of economic operators by granting Community 
loans 

(i) the European Investment Bank (EIB); 
(ii) the New Community Instrument (NCI); 
(iii) the European Coal and Steel Community (ECSC), 

some of whose loan may carry interest subsidies; 
(iv) the European Atomic Energy Community 

(EURATOM). 
These loans are granted at market rates and provide an 
important additional source of funding for investors. 

The total volume of the financial assistance is appreciable; it 
amounted to approximately 20 billion ECU in 1988 (grants 
from the three structural Funds accounting for 7.7 billion 
ECU). These figures compare with a Community budget total 
of 45 billion ECU for the 1988 financial year and agricultural 
market support of 27 billion ECU in the same year. 

1988 changes have still to be fully 
digested in terms of integrating the 
various dimensions of Community 
and national policies, and while 
much remains to be done to ensure 
maximum effectiveness in the use of 
Structural Fund resources, a basic 
re-orientation of Community action 
is now well underway. 

Responses to 
Regional Imbalance 

The successful promotion of econ­
omic and social cohesion in the 
Community is dependent on the 
combined actions of the Member 
States, of the Community with its 
common policies, and of the Struc­
tural Funds. While the most visible 
developments in recent years have 
been in terms of Community level 
responses, Community actions need 
to be seen against the background 
of t he long-s tanding m e a s u r e s 
taken at national level, which vary 
significantly between countr ies 
( though i t is difficult to make 
meaningful comparisons from the 
data available). 

National regional policy measures 
can be difficult to define since most 
Government economic policy deci­
sions have some dis t r ibut ional 
effect between regions. However, it 
is normal to avoid considering the 
effects of such aggregate measures 
as part of regional policy and to con­
centrate on those measures which 
are intended more directly to com­
bat major problems of regional 
imbalance. Such measures can be 
categorised into four broad groups: 

• Measures to support incomes 
and raise the level of demand in 
the poorer regions through bud­
get transfers from national to 
regional level. 
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• Measures to reduce production 
costs in the poorer regions 
through subsidies or lower 
taxes. Examples are the re­
duced social security taxes 
applied in the South of Italy 
since 1971 and the Regional 
Employment Subsidy in the UK 
in the mid-1970s, designed to 
encourage companies to employ 
more people. 

• The relocation of public services 
and public administration de­
partments from the richer to 
the poorer regions in order to 
provide employment directly 
and to generate additional in­
come. Examples include the UK 
and Portugal. 

• Measures designed to increase 
the economic strength of poorer 
regions by expanding and im­
proving the resource base 
through investment in infra­
structure, through the 
extension of productive capac­
ity, through assistance to 
employment creation, and by 
the training and education of 
the local work force. 

The first two groups of measures, 
involving la rge-sca le f inancia l 
transfers, are the most familiar and 
the longest s tanding. However, 
their long-term effectiveness in im­
proving the economic potential of 
weak regions has been questioned. 
Subsidising income and employ­
ment may provide short-term relief, 
but it does not automatically lead to 
the elimination of long-run depend­
ency. 

Since government departments and 
public services are generally grow­
ing slowly, if at all, or are being 
privatised, the use of this third op­
tion has diminished in recent years. 

The main emphasis, therefore,of 
Community action is now on the 
fourth type of approach. While there 
is no standard set of measures, it 
generally involves a comprehens­
ive, locally or regionally based set of 
activities designed to improve econ­
omic capacity through enterprise 
development, workforce t ra ining 
and technology transfer, as well as 
through more conventional invest­
ment in industr ial and physical 
infrastructure. 

Unemployment 
Policy Responses 

The principal policy response to un­
employment has been training, but, 
as described in Chapters 9 and 11, 
this policy has been considerably 
extended in recent years, particu­
l a r l y as r e g a r d s h e l p for t h e 
l o n g - t e r m u n e m p l o y e d . Whi le 
Structural Fund support through 

the European Social Fund is also 
being readjusted, it is still primarily 
geared to vocational training (Box). 

The effectiveness of policies to 
tackle unemployment are as much 
a matter of debate as the effective­
ness of regional policies, with some 
giving greater emphasis to flexi­
bility and mobility as solutions to 
u n e m p l o y m e n t ( t he E u r o p e a n 
Round Table Report produced by a 
group of European business people 
in mid 1990) and others (such as the 
WIDER Report produced by a group 
of economists in early 1990) giving 
g rea t e r emphas i s to vocational 
training and Swedish-style labour 
market policies. 

Increasing emphasis is being placed 
in the Member States on the correct 
diagnosis and counselling of the un­
e m p l o y e d as we l l as u p o n 
p r o g r a m m e s which a re locally 
based. The aim is to develop broad, 

107 Breakdown of the Structural Funds (Regional Fund, 
Social Fund, EAGGF) for the Community 1989 
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The European Regional Development Fund 

The European Regional Development Fund (the Regional Fund) is 
intended to help redress the principal regional imbalances in the 
Community and is directed towards Objectives 1,2 and 5b (see below). 
Its aim is to strengthen the economic potential of the regions, support 
structural adjustment and growth and create permanent jobs. It 
contributes to the financing of productive investment, infrastructure 
investment and measures designed to develop the indigenous poten­
tial of the regions. 

It also helps to promote regional development at Community level by 
means of studies and pilot schemes. The Commission will continue to 
prepare periodic reports on the social and economic situation and 
development of the regions with a view to assessing the impact of 
regional policy and identifying guidelines for future policy. 

integrated approaches to unem­
p l o y m e n t p r o b l e m s i n c l u d i n g 
guidance, counselling, appropriate 
training and encouragement for em­
ployers to recruit the unemployed. 
Even when programmes against 
unemployment are developed and 
introduced across a national spec­
trum, they still generally need to be 
implemented regionally and locally, 
so that they can be adapted to both 
local labour market requirements 
and the needs of the unemployed. 
As the labour market improves, em­
p h a s i s is m o v i n g a w a y from 
massive State-funded job creation 
schemes towards activities which 
will help the unemployed get into 
the growing number of job vacan­
cies which are becoming available. 

The Reform of 
the Structural Funds 

The European Agricultural Guidance and 
Guarantee Fund 

The EAGGF (Agricultural Fund), guidance section, is concerned with 
the adjustment, reorganisation and strengthening of agricultural 
structures and their continued development. It provides funding 
under Objectives 1, 5a and 5b. 

The main categories of assistance are: 
• measures to help re-establish a balance between production and 

market capacity such as set-aside schemes, afforestation, aban­
donment of certain types of production, etc; 

• measures to modernize and adjust production such as the reorgani­
sation of holdings, helping young farmers, early retirement 
schemes, etc; 

• measures to promote the processing and marketing of agricultural 
and fisheries products; 

• protecting and reserving the environment; 

• measures to support farm income in less favoured and mountain­
ous areas. 

The Agricultural Fund is also concerned with rural and tourist infra­
structures and development of forestry. A modulation of market 
management measures in favour of small farms, or farms located in 
less favoured areas, comes under the guarantee section of EAGGF. 

The immediate reason for the re­
form of the Structural Funds was 
the enlargement of the Community 
and the subsequent pressure for ac­
tions to strengthen economic and 
social cohesion in the Community. 
The accession of Spain and Portugal 
to the Community brought a sub­
s t a n t i a l w i d e n i n g of r eg iona l 
disparities. It led to a doubling of 
the population of the least-favoured 
regions - those with a per capita 
GDP of less than 50% of the Com­
munity average. 

However, pressures for reform had 
been building up for some time. 
There was a need for better admin­
i s t r a t i v e p r o c e d u r e s , g r e a t e r 
effectiveness in dealing with the 
problems of regional disparities and 
better targeting on priorities. Also, 
the experience of the Integrated Me­
diterranean Programmes - which 
had been set up in order to compen­
sate for the effects of enlargement 
on certain areas in France, Italy and 
Greece - had shown the benefits of 
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suppor t ing p rogrammes r a t h e r 
than relying on the project based 
approach which had been prevalent 
previously. 

Pressure for greater integration 
and social cohesion was expressed 
in Article 130A of the EEC Treaty 
supplemented by Article 23 of the 
Single European Act, passed in 
1987, which required the coordina­
tion of the Structural Funds and the 
Community's lending instruments 
(the European Investment Bank 
and the New Community Instru­
ment) to "strengthen economic and 
social cohesion" and "reduce dis­
p a r i t i e s b e t w e e n t h e v a r i o u s 
regions and the backwardness of 
the less favoured regions". 

Decisions were taken by the Euro­
pean Council and the Council of 
Ministers in 1988 to reform both the 
financial resources and administra­
tion of the three Funds which make 
up the Structural Funds - the Re­
gional Fund, the Social Fund and 
the European Agricultural Guid­
ance and Guaran tee Fund. The 
reforms have expanded the Structu­
ral Funds and the scope of their 
operations. (In the mid-1980s, the 
distribution of the funds between 
Member States was broadly in line 
w i t h t h e i r r e l a t i v e p o v e r t y -
Graph 108.) 

In February 1988, the Council de­
c ided to i n c r e a s e t h e b u d g e t 
available to the Structural Funds 
from some 7.2 billion ECU in the 
1988 budget to some 14 billion ECU 
(in 1988 prices) by 1993. This repre­
sents a major change in Community 
spending: in 1986, the Funds took 
up 18% of the Community budget; 
by 1993, they will have reached 
25%. 

The purpose of better coordination 
between the Funds and the Finan­
cial Instruments is to enable the 

The European Social Fund 

The European Social Fund contributes to 
the financing of two types of measure: 
• vocational training projects, accompa­

nied where necessary by vocational 
guidance; 

• subsidies towards recruitment into 
newly created stable jobs and towards 
the creation of self-employed activities. 

The Fund can also contribute up to 5% of its 
annual budget to the financing of: 

• actions of an innovatory nature in the 
field of vocational training; 

• accompanying measures needed for the 
implementation of the ESF regulation; 

• measures aimed at staff within two or 
more Member States within the frame­
work of the social dialogue; 

• guidance and advice for the re-integra­
tion of the long-term unemployed. 

It is primarily directed towards Objectives 
3 and 4 of the Structural Funds across the 
whole Community. This means measures to 
combat long-term unemployment of people 
aged over 25 who have been without a job 
for more than 12 months and also helping 
people under 25, no matter how long they 
have been without work. As regards Objec­
tives 1, 2 and 5b, the Fund assistance can 
be granted to persons who are unemployed, 
threatened with unemployment or em­
ployed in small and medium-sized 
enterprises. 

Following the guidelines concerning Euro­
pean Social Fund intervention in respect of 
actions against long-term unemployment 
and in favour of the occupational integra­
tion of young people, preferential treatment 
is given to transnational operations, train­
ing in advanced technology, innovatory 
operations, training and recruitment incen­
tives in the interest of modernisation, 
improved and more effective training struc­
tures, operations for categories of people 
encountering special difficulties on the la­
bour market, and also actions in regions 
under Objectives 1, 2 or 5b which demon­
strate a special effort to take account of the 
needs and prospects of the labour market. 

- 1 3 7 -



Chapter 10 Promoting Economic and Social Cohesion - the Community's Structural Policies 

108 Structural Fund Expenditure and Income per 
Head of Populat ion in the Member States 1986/87 

GDP per head (1000 PPS) Structural Fund per head (ECU) 

109 Distribution of the Structural Funds be tween 
Objectives for the Community 1989 
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Community to offer financial sup­
p o r t in a m o r e cos t -e f fec t ive 
combination of grants and loans and 
to follow an integrated approach. A 
new possibility for providing global 
grants to finance a series of individ­
ual projects, or groups of projects, 
has also been introduced. 

The introduction of three to five-
y e a r b u d g e t i n g p e r i o d s a l so 
represents a new approach in the 
distribution and planning of finan­
cial support for regional policies. 

Five Priority 
Objectives 
The nub of the operational reforms 
are the Five Priority Objectives 
which the funds now pursue. It is 
these five Objectives which provide 
the framework for the distribution 
of funds and the priorities for Com­
m u n i t y pol icy on r e g i o n a l 
development. They provide the 
goals to aim for and the criteria by 
which success is measured. 

Over the five years 1989-93 the 
Priority Objectives will receive a 
total of almost 60 billion ECUs, 
nearly two-thirds of which will be 
directed towards Objective 1 areas 
(Graph 109). 

The Five Priority Objectives are: 

• Objective 1 Areas 

Promoting the development and 
structural adjustment of re­
gions whose development is 
lagging behind. These regions 
are known as Objective 1 areas, 
or less favoured regions - LFRs. 
Over 60% of Structural Fund 
resources have been allocated 
for these regions and particu­
larly for Objective 1 regions in 
Portugal, Ireland and Greece 
(Map 110). In total around 
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70 million people live in these 
regions. 

• Objective 2 Areas 

Strengthening the economies of 
regions, frontier regions or 
parts of regions seriously af­
fected by industrial decline. 
These Objective 2 areas, in 
which over 53 million people 
live, are generally developed 
areas whose previously flour­
ishing economies have been 
weakened by structural 
changes. They will receive near­
ly 12% of Structural Fund 
resources. 

• Objective 3 

Combatting long term unem­
ployment. 

• Objective 4 

Helping young people into em­
ployment. 

Objectives 3 and 4, outside of 
Objective 1 regions will receive 
just over 12% of total Structural 
Fund resources. With the ac­
tions undertaken inside 
Objective 1 regions, Objective 3 
and 4 activities total almost 
20% of Structural Fund resour­
ces. 

• Objective 5 

a) Speeding up the adjustment 
of agricultural areas. 

b) Promoting the development 
of rural areas. 

Objectives 5a and 5b will re­
ceive 10% of total Structural 
Fund resources. 

The five Priority Objectives are to 
be achieved through a strategy of 

110 Regions of the Community rece iv ing Assistance 
under Objectives 1, 2 and 5b 
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112 Structural Fund Expenditure per Head of Populat ion 
in the Member States 1989 
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113 Community Support Framework Example - France 
(Objectives 3 and 4) 
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p a r t n e r s h i p and p rogramming . 
Better planning and co-ordination 
will be the key to the success of the 
Structural Fund reforms. 

While Spain and Italy are the lar­
gest recipients of money from the 
Funds (Graph 111), in terms of ex­
penditure per head, Ireland, Greece 
and Por tuga l were the la rges t 
beneficiaries in 1989 (Graph 112) 
and are planned to remain so over 
the period up to 1993. As before the 
reform, expenditure per head varies 
inversely with income per head of 
Member States. 

Partnerships 
and Community 
Support Frameworks 

P a r t n e r s h i p be tween the Com­
munity, national, regional and local 
authorities is reflected in how deci­
sions are made on the allocation of 
funds as well as how those decisions 
are implemented. The new plan­
ning procedures follow a three-
stage process. 

First, acting on behalf of the regions 
concerned, Member States submit 
regional development plans and 
their plans for operations to combat 
long-term unemployment and to fa­
cilitate the occupational integration 
of young people to the Commission. 
Then, on the basis of these plans 
a n d d i scuss ion wi th Member 
States, the Commission draws up 
an outline of what support is to be 
earmarked for the regions or groups 
of people concerned. This document, 
called the "Community Support 
Framework", outlines the priorities 
for Communi ty ass i s t ance , the 
forms of assistance and the overall 
cost. 

The Community Support Frame­
work, the l inchpin of the new 
partnership, is the overall policy do-

140-



Chapter 10 Promoting Economic and Social Cohesion - the Community's Structural Policies 

c u m e n t w i t h i n wh ich specific 
policies for regional and local devel-
o p m e n t a n d for t r a i n i n g a n d 
employment objectives, and their 
implementa t ion , a re described. 
Thus the overall Community re­
gional development objectives are 
met at the same time as Member 
States' own regional priorities. This 
new partnership approach has re­
quired some radical re-thinking by 
Member States and Commission 
alike. 

lems, and that they result in at least 
an equivalent increase in the total 
volume of official or similar structu­
ral aids in the Member State. A CSF 
may cover the whole of a Member 
State or one region and may be 
aimed at alleviating the specific un­
e m p l o y m e n t p rob l ems defined 
under Objectives 3 and 4 as well as 
at correcting structural problems 
(Graph 113). 

Each CSF must include: 

b) the economic prospects of 
the Member State and/or re­
gion concerned; 

c) the expected knock-on ef­
fects; 

d) consistency with other Com­
muni ty policies ( in ternal 
market, environment, com­
petition, research, regional 
policy, agricultural policy, 
social policy, etc). 

Community Support Frameworks 
(CSF) are also part of the strategy 
for improved planning aimed at pro­
ducing, not only better coordination 
between the different funds, but 
also more effective coordination be­
tween the different administrations 
involved and better use of the Com­
munity's other structural resources: 

• the re-adaptation aids, loans, 
interest subsidies and guaran­
tees provided by the European 
Coal And Steel Community 
(ECSC) (Box); 

• loans and guarantees from the 
European Investment Bank, 
the New Community Instru­
ment and EURATOM; 

• Community resources allocated 
to other re-structuring actions; 

• Community resources allocated 
to research; 

The CSF provides the blueprint for 
spending on regional incentives and 
actions to promote training and em­
ployment for periods of 3-5 years 
and sets out the main priorities for 
joint action. It is within this frame­
work that individual programmes 
are agreed and implemented. The 
purpose of the CSF is to ensure that 
the increase in funds has a genuine 
impact in the regions concerned and 
on the priority employment prob-

5 

A statement of the priorities for 
action in relation to: 

a) the principle of consistency 
with the economic and social 
policies of the Member State 
and/or region concerned; 

An outline of the forms of as­
sistance. 

An indicative financing plan for 
the different forms of assist­
ance. The plan must take 
account of expected available 

The European Coal and Steel Community 
The European Coal and Steel Community (ECSC) provides readapta­
tion aid to workers in the coal and steel sectors who, following a 
permanent discontinuation, curtailment or change of their companies' 
activities: 

• are redeployed (either internally or externally), 

• follow a retraining programme, 
• take early retirement, 

• undergo a period of unemployment. 
In the coal sector, this aid is further extended to workers made 
redundant following the introduction of new production techniques or 
equipment. 
Readaptation aid is normally payable for periods of up to 18 months 
and covers a maximum average of 3 thousand ECU per worker, 
subject to a special contribution by the Member State. In recent years, 
special budgets allowed for the doubling of this amount in the case of 
early retirement, vocational training and redeployment. 
Moreover, the ECSC finances the creation of new activities in the coal 
and steel regions through loans at reduced interest rates. It also 
contributes to the construction of social housing for workers in the 
coal and steel sectors. 
ECSC resources are made up largely of the levy which is imposed on 
coal and steel production. In 1990, the ECSC budget stands at 435 
million ECU. Some 63% of this budget is devoted to readaptation aids. 
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Case Study: the Mezzogiorno 

The Mezzogiorno, in Italy, has faced problems of economic development for many years. It is rich in natural 
beauty, beaches, historic, archaeological and architectural monuments, but turning these into economic 
resources has proved difficult. 
In 1958 the per capita income of the Community's richest regions was several times that of Calabria in the 
Mezzogiorno. Thirty years later the situation has improved but problems remain. In 1988, unemployment was 
23.5% (the national average was 11.3%) and per capita GDP was under two-thirds of the Community average. 
Thirty years ago a major problem was infrastructure. Large scale public investment since then has considerably 
improved principal road, rail and air links but this has not been sufficient. 
While physical communications have improved, other infrastructure problems remain, notably in terms of water 
supply and telecommunications - lack of which inhibits industrial development. General industrial infrastruc­
tures, such as industrial parks and services, are lacking. There is also a lack of local enterprise culture, partly 
a legacy of extended social security support. 

Equally important, however, are the weaknesses as regards the development of human resources. Educational 
institutions are continuing to produce young people with qualifications which do not match present-day labour 
market needs. There is a particular lack of technical training and education. Partly in consequence, the 
Mezzogiorno had nearly 800 thousand unemployed young people under 25 in 1988. 
To combat these problems, the Community Support Framework encompasses investment in training along with 
investment to support local industrial development (Graph 114). 

114 Community Support Framework Example - Mezzogiorno 
(Aims and Sources of Finance) 
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Case Study two: North-East England 

The second type of regional problem is that of decline in a once powerful economic area. North-east England is 
one such region. Its development as a major industrial area in the late 19th century was based on coal, iron ore 
and minerals. Later it flourished with the growth of iron and steel, heavy engineering, oil and chemical 
industries. 
The massive development of these industries created a narrow and vulnerable dependency, the effects of which 
have been felt as these industries have gone into decline. Since 1970 over 200,000 jobs have been lost in the 
North-east and for many years it has experienced unemployment levels well above the national average. 
In 1988, it was 13.2%, nearly twice the national average. But this hid blackspots of unemployment in some 
areas as high as 18.8%. In 1977-84 the GDP per capita fell from 5.3% below the national average to 12.6% below. 
In addition to the declining industrial landscape, the North-east has many rural areas dependent on agriculture 
and extractive industries. Problems have arisen in these areas as a result of declining employment opportunities 
from out-migration, unbalanced social structure, lack of most services and remoteness. It is an area which 
typifies the problems of the Community's poorer industrialised regions. 
The basic objectives of UK regional policy for the North-east are the creation and modernisation of infrastruc­
ture, encouragement of productive investment and local enterprise, creating a skilled workforce, urban 
regeneration and improvement of the environment. The Community Support Framework reflects these aims 
(Graph 115). 

115 Community Support Framework Example - North East 
England. (Aims and Sources of Finance) 

0 20 40 60 80 100 120 
ι ; ι r~ 

Community grants 
Public funds 
Private funds 

Development of productive activities 

60 
Million ECU 

120 

- 1 4 3 -



Chapter 10 Promoting Economic and Social Cohesion - the Community's Structural Policies 

The Evidence on Regional Growth 

The feasibility of correcting regional disadvantage has always provoked differing views - from 
those who believe that peripheral regions have fundamental location disadvantages to those 
who believe that any failure to correct imbalance is due to inappropriate policies. 
Traditionally, it has been argued that manufacturing production will tend to gravitate towards 
the richer, geographically central regions of the Community. Producers in the more central 
regions are seen to enjoy advantages resulting from their proximity to the main concentrations 
of population and to industrial suppliers and customers, whereas producers on the periphery 
have higher transportation costs, wait longer for supplies, and have more limited markets to 
draw upon and to supply. Because manufacturing production generates much of the income 
which is regenerated into services, it also encourages the development of service activities in 
the central regions. 

Evidence from other parts of the world suggest that this 'a priori' reasoning may be flawed. 
In the US, coastal areas are the ones with the strongest growth and many of the Southern 
States have emerged from economic backwardness at the expense of the older industrial urban 
areas. Equally the apparent location disadvantages of the newly industrialising countries in 
South East Asia, or indeed of Japan before them, have not prevented them from succeeding 
in world markets. 
Moreover, the tendency for consumers and companies alike to spend more on high unit value, 
sophisticated products, like cars, electrical goods or electronic equipment, as incomes rise 
means that transport costs become less important relative to other costs. Improvements in 
telecommunications and the increased mobility of capital also affect where enterprises decide 
to locate. 
These changes and more detailed concerns - the skills of the local labour force, their 
educational attainment, and the ease with which they can be trained; the physical infrastruc­
ture and ease of access or communication; research and education facilities available; the 
dynamism of the local or regional authorities - all play a bigger role nowadays in location 
decisions. 
Given that regional measures have existed in most Member States for many years, and given 
the scale of expenditure on such measures, what has been their effect in terms of reducing 
regional disparities? Until recently, the evidence was not encouraging. Despite all the efforts 
and expenditures there had been a widening of regional disparities in the 1970s and early 
1980s with regard to both GDP per head and the rate of unemployment. 

However, the more recent evidence is more encouraging. At Europe's periphery, growth rates 
over the 1980s were higher than at its centre. In the 1980s, the UK, Italy, Spain and Portugal 
achieved annual average rates of growth which were just over 0.5% higher than growth in the 
Federal Republic, France and the Benelux countries. Moreover in both Spain and Portugal, 
manufacturing output and employment expanded faster over this period than in the rest of 
the Community. At the same time, population growth was also higher in the peripheral 
countries, so that the gap in terms of income per head was not significantly closed (Map 104). 

There are also increasing numbers of tangible examples of peripheral areas which have clearly 
turned their economies round from decline to growth. Notable examples include many parts 
of Scotland, especially the Strathclyde region and cities such as Dundee, the Abruzzi area of 
Italy, the South-West of France, parts of Spain and so on. 

However, one factor whose benefit is often over-stated with regard to North-South or 
centre-periphery comparisons is the level of wages. The competitive advantage of low wages 
at its periphery is generally offset by low rates of productivity (see Chapter 4). Thus, low wages 
cannot be relied upon to ensure regional progress. Rather, the evidence suggest that improved 
living standards and better employment prospects in the regions flow primarily from high 
levels of investment and productivity in both capital and labour. 
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resources, the 'additionality' re­
quirement and the need 
effectively to combine grants 
and loans. 

• Information on technical assist­
ance or studies required for the 
implementation of the 
measures proposed. 

• Procedures for implementing 
the CSF and for monitoring and 
assessment procedures. 

Programming 
Prior to the reforms and the intro­
duction of the CSF, the Structural 
Funds financed several thousand 
individual projects. Now the ap­
proach is to develop programmes 
which identify actual priorities for 
regional and employment actions 
and provide a structure for making 
decisions about the type and level of 
funding. Programming is intended 
to encourage: 

• decentralisation of the manage­
ment of Community assistance; 

• predictability of Community as­
sistance, which will help 
stimulate investment; 

• improved assessment of Com­
munity assistance; 

• better administration of appli­
cations for assistance. 

The term "Integrated Approach" 
used to describe: 

i s 

a programme which involves 
financing by more than one 
fund, or at least one fund and 
one financial instrument; 

measures financed by different 
funds or financial instruments 
which are mutually reinforcing 

Reaching out to Rural Areas 
At Community and national level, various sources of finance have 
been available which may have an impact on rural development, but 
without being embodied in any explicit strategy. Since the 1980s, 
however, policy has turned towards encouraging integrated develop­
ment in certain rural regions - for example, in la Lozere in France, the 
Western Isles of Scotland and south-east Belgium. The Integrated 
Mediterranean Programmes also contain strategies for rural develop­
ment. Most recently the Community has developed a new policy 
initiative following its report 'The Future of Rural Society'. This 
programme has the immediate effect of co-ordinating the Com­
mission's own programmes and activities which have a relevance for 
the development of rural areas, and includes a number of other specific 
priorities affecting both the farming and the non-farming rural popu­
lations. 

For the farming population, the emphasis will be on focussing assist­
ance on the most needy farmers (small farmers in regions where other 
forms of economic development are thought unlikely to be successful, 
such as hill farmers), a significant investment in forestry, and the 
encouragment of product quality so as to enable premium prices to be 
obtained. For the non-farming community four priorities have been 
selected for assistance: the development of human resources, encour­
agement for rural business, measures to make the countryside more 
modern and attractive, and maintenance of the rural heritage. 
The development of rural areas is the particular focus for Objective 
5b in the reform of the Structural Funds, but most of the less developed 
regions referred to in Objective 1 are also rural in character. Rural 
development cannot be dissociated from an overall policy of structural 
adjustment just as regional development programmes cannot simply 
focus on the development of large conurbations where economic activ­
ity is concentrated. 
The development potential of rural regions can often be encouraged 
by local initiatives. Strategic thinking at the local level and support 
to identify problems and implement solutions will greatly assist the 
effectiveness of such action. 
A number of practical steps have been suggested by the Commission 
to stimulate local strategic thinking and planning: 

• stepping up training/information/awareness campaigns for the 
political, economic and social authorities of the regions concerned, 
for example, through seminars, information brochures on Com­
munity initiatives in the rural environment, and the financing of 
preparatory studies; 

• creating a network of rural development agencies or agents to take 
on a mobilizing and co-ordinating role; 

• producing a practical guide for rural development promoters, 
indicating sources ofinformation, funds and access to Community 
funds. 

Together these are intended to build local development capacity in 
rural areas to enable them to both strengthen their existing economic 
activities and to diversify. 
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and which effectively coordinate 
all the parties involved; 

• A process whereby national, re­
gional, or local administrative 
structures exist or are estab­
lished to implement an 
integrated programme. 

In addition to the Integrated Me­
diterranean Programmes, another 
example of such programmes is 
PEDIP, a programme for the mod­
ernisation of Portugese industry, 
started in 1988 and due to run for 
five years at a total cost of 1 billion 
ECU. 

The Commission is keen to encour­
age the integrated approach, and 
following the reform, a large num­
ber of programmes throughout the 
Community have been set up based 
on this apporoach. However, some 
regions are better equipped and bet-
t e r o r g a n i s e d to m o u n t a n 
integrated programme than others. 

Monitoring and 
Evaluation 

Concern to ensure that Community 
money is correctly spent has led on 
to concern to ensure that it is effec­
tively spent. With new systems of 
multi-annual budgeting and pro­
gramming, it will be possible to 
monitor the CSF each year in order 
to review what is happening in the 
regions and to amend it, if necess­
ary. 

Evaluation strategies include the 
following: 

• assessment, usually qualitative, 
of the contribution of policy to­
wards the solution of the 
structural employment and re­
gional problems; 

• appropriateness of the package 
of regional and employment 
policy instruments in the light 
of either changed economic cir­
cumstances or the contentions 
of economic theory; 

• measurement of the range of 
benefits accruing from the 
package of regional and employ­
ment policy measures; 

• measurement of both the costs 
and the benefits of the policy 
and the cost effectiveness of in­
dividual policy instruments. 

Some Member States apply some 
method of evaluation, while others 
do little to examine the outcomes 
and results of regional initiatives. 

Clear guidelines for evaluating the 
major sources of a region's structu­
ra l p rob lems and employmen t 
difficulties, and for assessing the 
performance of the measures im­
p lemented a re cu r ren t ly being 
formulated. Although the Com­
m u n i t y ' s r e fo rmed s t r u c t u r a l 
policies are underway, much still 
needs to be done in order to monitor 
and measure the success of these 
policies. 
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Chapter 11 Priority to Fighting Long-Term Unemployment 

Long-term unemployment remains high, despite the decline 
in overall unemployment. It requires concerted national and 
Community action to tackle the problem. 

Introduction 

Long-term unemployment has been 
a major policy issue since 1983/84 
when the Commission produced its 
first policy Communication on the 
subject, and when the Council of 
Ministers drew up its first Resolu­
tion. 

At that time unemployment had 
just reached 10%, of whom 45% had 
been unemployed for more than one 
year. Unemployment , and long-
term unemployment, continued to 
rise in the following years, peaking 
in 1985. While unemployment has 
since fallen, the proportion of long-
t e r m u n e m p l o y e d h a s n o t . 
Moreover, the average duration of 
unemployment among the long-
term unemployed has risen, as 
indicated by the increase in the pro­
portion of those unemployed for 
over two years (Graph 116). 

In addition to the financial and so­
cial costs for those directly affected 
- the fall in living standards, the 
strain on family and other personal 
relationships, depression, loss of 
motivation and feelings of inade­
quacy and powerlessness - there are 
costs for government budgets - un­
employment payments and other 
forms of income support, social ser­
vices provision and foregone tax 

revenue - and costs for the economy 
as a whole in terms of lost output 
and income. 

Ever since the problem of long-term 
unemployment was accorded full 
recognition, a variety of national 
policy initiatives and actions have 
been taken and Community support 
from the European Social Fund has 
been increased substantially. Politi­
cal commi tmen t is not lacking 

either - a number of Community 
level policy statements by govern­
ments and the two sides of industry 
have been issued, the latest in May 
1990 (Box p. 160-161). Concrete 
evidence of the effectiveness of re­
sults is nevertheless frustratingly 
limited. 

However, the increased financial re-
s o u r c e s t h a t h a v e been m a d e 
available from national and Corn­
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117 Unemployment by Duration of Search in the Member 
States 1988 
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munity sources, coupled to the more 
innovative approaches now being 
pursued on the ground - some of 
which are described below - should 
have an effect in the more favour­
able labour market climate that 
now exists. 

The Basic Facts 

As employment within the Com­
munity has increased strongly over 
the past 4 years, unemployment has 
decreased, but much more slowly, 
falling from 10.4% in 1987, to 10.0% 
in 1988 and 9.0% in 1989. In April 
1990 it had fallen to 8.5% of the 
C o m m u n i t y ' s l a b o u r force, or 
around 12.5 million people. 

The reduction in unemployment 
has been slow because the majority 
of the newly created employment 
has been taken up by new entrants 
to the labour market and not by the 
unemployed (Chapter 1). According 
to the Community's Labour Force 
Survey, whilst employment rose by 
4.8 million between 1985 and 1988, 
unemployment fell by only 0.5 mil­
l i on . D u r i n g t h i s p e r i o d t h e 
proportion of the unemployed who 
had been out of work for more than 
one year remained stable at just 
over 50%. Long-term unemploy­
ment, defined in these terms, thus 
affected 5% of the Community's la­
bour force, or over 7 million people, 
in 1988. 

The problem of long-term unem­
ployment is particularly acute in 
Spain and Ireland where, in 1988, 
the number of long-term unem­
ployed amounted to around 11% of 
the labour force (Graph 117). The 
problem is also serious in Southern 
Italy and in parts of Belgium, where 
long-term unemployment also ex­
ceeded 10% in 1988 (Map 118). By 
contrast, long-term unemployment 
was a relatively minor problem, af-
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fecting less than 3% of the labour 

force, in Denmark,the South of the 

FRG, the North of Italy, the South­

ern part of the UK and the North of 

Portugal (where unpaid or low paid 

family working is particularly im­

portant). 

Long­term unemployment affects 

men and women to a similar extent 

across the Community. In most 

Member States, the proportion of 

the total unemployed who have 

been out of work for more than a 

year is about the same for women as 

for men (Graph 119). In Belgium 

and I ta ly , th i s propor t ion was 

around 70% or more in 1988 for both 

sexes. There are, however, a few 

notable differences. In Spain, Por­

tugal and Greece, a significantly 

higher proportion of unemployed 

women than unemployed men had 

been out of work for over a year. In 

the UK, by contrast, the reverse was 

the case, less than 30% of unem­

ployed women being long­term 

unemployed as opposed to almost 

55% of men. 

In the Southern Member States, un­

employment of young people is 

particularly high (Map 120). This 

section of the labour force, which 

should be the most adaptable and 

receptive to retraining, is especially 

affected by long­term unemploy­

ment. In Italy, young people under 

25 made up over half of the long­

term unemployed in 1988, in the 

case of both men and women, and 

the proportion was only slightly less 

in Portugal, Spain and Greece at 

around 40­45%» (Graph 121). In 

Italy and Spain, over 20% of the 

labour force in the under 25 age­

group had been out of work for more 

than a year (Graph 122). Moreover, 

in these two countries, 45­50% of 

those who had been out of work for 

more than two years were less than 

25 years old. 
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121 Share of under 25 Year-olds in Long-Term Unemployed 

Men and Women in the Member States 1988 
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In the more developed countries in 

the North of the Community, only 

around 10­20% of the long­term un­

employed were young people of 

under 25 (Graph 121). In most of 

these countr ies , the exceptions 

being France and Belgium, the rate 

of long­term unemployment among 

the young was less than the rate for 

those older than 25 (Graph 122). 

This contrasts with the countries in 

the South, as well as Ireland, where 

the rate for the young was greater 

than that for older members of the 

labour force. 

Although, in the Community as a 

whole, a slightly higher proportion 

of unemployed men than unem­

ployed women were under 25 in 

1988, only in Denmark (where no 

women at all under the age of 25 

were recorded as being unemployed 

for more than a year) were there 

significantly more young men than 

young women among the long­term 

unemployed (Graph 121). 

122 Long-Term Share of Unemployment Rate for over 

and under 25 Age-Groups in the Member States 1988 
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The problem of long­term unem­

ployment seems to have become 

more entrenched during the 1980s, 

in the sense that the proportion of 

the unemployed out of work for 

more than a year increased over this 

period, at least up to 1988. The pro­

portion of the unemployed who had 

been looking for work for more than 

a year went up from 377c in 1979 to 

just under 47% in 1983 and to 53% 

in 1988 (these figures exclude Spain 

and Portugal for which no data are 

available before 1986). Particularly 

disturbing is the fact that, between 

1983 and 1988, those who had been 

looking for work for more than two 

years increased from 23% to 35% 

(Graph 123). 

Between 1985 and 1988, when em­

ployment rose significantly in the 

Community, there was a marked 

fall in unemployment among men 

(by over 850 thousand in total). 
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However, whereas the number of 

men who had been out of work for 

between one and two years fell by 

380 thousand, the number unem­

ployed for more than two years went 

up slightly (Graph 124). For women, 

the situation has deteriorated, un­

employment rising by 420 thousand 

over the same period. Although 

there was a reduction of 95 thou­

sand in the number of women out of 

work for between one and two years, 

the number of those out of work for 

more than two years increased by 

almost 400 thousand (Graph 124). 

While high levels of long­term un­

employment are generally found 

where there are high levels of unem­

ployment, there are differences 

b e t w e e n M e m b e r S t a t e s 

(Graph 117). These are due to a var­

iety of factors ­ the structure of the 

labour force, the flexibility of the 

local labour market, the duration 

and amount of unemployment pay­

ment , the qual i ty of vocational 

guidance and training, the ease of 

mobility, etc. In general, however, 

the longer a person stays without 

work the less likely they are to get 

a job. 

People with an accumulation of so­

cial and personal handicaps have 

the most difficulty finding work, or 

getting back into work. As a result, 

long­term unemployment is highly 

concentrated, both geographically 

and socially. Geographically, it 

exists in backward or declining re­

g ions , u r b a n a n d r u r a l a r e a s 

undergoing a crisis, and poverty 

blackspots (Map 118). Socially, it 

mainly affects those with poor edu­

cational achievements and low or no 

skills, with a particular impact on 

migrant workers, unskilled women, 

people with disabilities and young 

people in difficulty. 

Although people under 25 years of 

age are twice as likely as those over 
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25 to find themselves without a job, 
they do not stay unemployed for as 
long as the over 25s. Moreover, sig­
nificantly fewer young people will 
be entering the labour market over 
the next few years and they are thus 
less likely to experience difficulty 
than young people in the recent past 
in obtaining employment. Long-
term unemployment then becomes 
increasingly a problem of older wor­
kers who are unable to compete for 
the new types of job that post-indus­
trial societies are developing. 

Measures developed 
by Member States 

As long-term unemployment rose 
du r ing the 1980s, all Member 
States introduced large-scale pro­
grammes to provide various forms 
of support. The aim was two-fold. 
Firstly, it was to prevent unemploy­
men t or, if people had become 
u n e m p l o y e d , to p r e v e n t t h e m 
staying unemployed for a long time 
by providing retraining, assistance 
with mobility, and so on, at an early 
stage. Secondly, it was to reduce the 
existing 'stock' of long-term unem­
p loyed by m e a n s of v a r i o u s 
measures: 

• training measures aimed at up­
dating the skills of long-term 
unemployed workers using both 
class work and on-the-job train­
ing; 

• information and guidance about 
career and job options; 

• subsidies to encourage the re­
cruitment of the long-term 
unemployed by the private sec­
tor; 

• special job creation pro­
grammes, often involving work 
of a social or environmental na­

ture and often operated directly 
by local or municipal auth­
orities; 

• financial aid and advice for set­
ting up in business or in 
self-employment. 

These measures are documented 
through the Commission's MISEP 
system - the Mutual Information 
System on Employment Policies, 
which reports on national policies 
each quarter year (Box p. 159 and 
Employment in Europe 1989). 

However, a need for more intensive 
Community level co-operation was 
seen. In December 1987 the Council 
of Ministers for Social Affairs asked 
the Commission to increase its ef­
forts in this area and to 'promote 
positive experiences which could be 
incorporated into na t ional pro­
g r a m m e s to h e l p l o n g - t e r m 
unemployed workers'. As a conse­
quence, the Community set up the 
ERGO Programme - the European 
Community Action Programme for 
the Long-Term Unemployed. This 
programme has two main aims. 
The first is to raise awareness of the 
problems and solutions by provid­
ing information about programmes, 
projects, actions or practices in 
countries at national, regional or 
local level in an accessible and inter-
e s t i n g form. The second is to 
develop evaluation methodologies 
and techniques in order to identify 
cost-effective good practice. 

The Changing 
Emphasis in 
National Measures 

It is difficult to quantify the scale of 
the Member States' efforts, given 
the diversity of special employment 
measures . There have been fre­

quent changes in the scale, nature 
and targeting of employment pro­
grammes, and national information 
is often presented in different ways. 
Moreover, no comprehensive data­
base exists regarding independent, 
locally initiated projects. 

An attempt at quantification was 
m a d e , h o w e v e r , by t h e Com­
miss ion ' s S t a t i s t i c a l Office in 
1986-87. At that time it was esti­
mated that up to four million people 
were participating in public job cre­
ation and training programmes, or 
had been hired under recruitment 
subsidy arrangements. Of these 4 
million, approximately one million 
w e r e in s c h e m e s spec i f i ca l ly 
targeted towards the long-term un­
employed. 

Since then, there have been some 
significant changes in the form of 
public support. In the North of the 
Community, in particular, there 
h a s b e e n a sh i f t a w a y from 
measures to create jobs for the long-
term unemployed - public works 
programmes, enterprise creation 
and wage subsidies - towards train­
ing and other measures designed to 
fit the long-term unemployed into 
existing job vacancies. This change 
has been partly due to the high costs 
of job creation schemes but it has 
also been a reflection of the increas­
ing demand for labour. In the South 
of the Community, however, the pol­
icy emphasis has changed much less 
and reliance is still placed on em­
ployment creation schemes. 

Particular emphasis is being put on 
measures to avoid the unemployed 
becoming long-term unemployed. 
Personal counselling has been de­
veloped at the onset of unemploy­
men t , backed up by sus t a ined 
contact to ensure that people are 
informed about the job oppor­
tunities and training possibilities. 
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The object is to prevent people 
staying unemployed as a result of 
discouragement, demotivation or 
ignorance of opportunities. 

Measures to improve the abilities of 
t h e l o n g - t e r m u n e m p l o y e d -
through vocational training or im­
provement in job application skills -
are helpful in overcoming the ob­
served tendency of employers to 
discriminate against the long-term 
unemployed. But they seem only to 
be really effective in local labour 
m a r k e t s whe re employment is 
growing or where there are skill 
shortages that the retrained unem­
ployed can fill. 

These t rends are not universal, 
however. In France and Denmark, 
for example, large-scale off-the-job 
training programmes continue to be 
an impor tan t par t of the policy 
package. 

The other major policy development 
of the late 1980s was the increasing 
degree of contact between public 
agencies and the long-term unem­
ployed, with a greater emphasis on 
counselling. To some extent, inter­
views and counselling sessions have 
been used to motivate the long-term 
unemployed and to monitor or con­
trol their seriousness regarding job 
search. Counselling and advice is 
now seen to be a key factor, not just 
in helping the individual, but also in 
making programmes more cost-ef­
fective through better targeting of 
the expenditure. 

The use of innovative placement 
measures such as job clubs offers 
low-cost suppor t to t r ad i t iona l 
measures and one which can be 
used with less potent ia l inter­
ference with the operation of the 
labour market. But they tend to 
work best for those who are the most 
'job-ready' (Box p. 126). 

All of this is making the task of 
helping the long-term unemployed 
more pract ical and purposeful. 
However, the new approach is much 
more demanding on the govern­
m e n t e m p l o y m e n t s e r v i c e s , 
particularly with clients who are in 
need of considerable help. 

One of the challenges of the 1990s 
will be to develop more sensitive 
forms of occupational counselling 
which recognise the social problems 
faced by many long-term unem­
ployed people, and their need to 
enjoy the same freedom of choice in 
the labour market as others. 

A second challenge will be to redress 
the tendency to measure success 
merely by reductions in the number 
of people on the unemployment reg­
ister. A third challenge will be to 
e n s u r e t h a t n a t i o n a l s u p p o r t 
reaches more of the locally de­
veloped projects (Box p. 162) many 
of which have had limited or no ac­
cess to public funds. 

Evaluating National 
Measures 

Despite the scale of expenditure by 
Member States on programmes to 
help the long-term unemployed, 
evaluation techniques are under­
developed and little is known about 
the effectiveness of different pro­
grammes. Indeed, many of the most 
important changes in programmes 
and measures seem to have been 
driven as much by government bud­
get restrictions as by information 
about efficiency. The move away 
from traditional public works pro­
grammes, enterprise creation and 
wage subsidies that has been ob­
served in some Member States has 
been motivated in part by improved 
labour market conditions. But it has 
also been influenced by the high 
budget costs of the schemes. 

The lack of general developed evalu­
a t i o n c r i t e r i a and t e c h n i q u e s 
reflects a lack of clarity about objec­
tives, which may, in part, explain 
the relatively poor success rate of 
many programmes. One difficulty is 
that programmes very often have 
multiple objectives - which are not 
clearly specified or weighted - and 
this may be exacerbated by the de­
gree of discretion available to local 
project managers. It is not a ques­
tion of the Member States failing to 
develop highly sophisticated cost-
b e n e f i t t e c h n i q u e s . In s o m e 
Member S ta te s , even the most 
elementary monitoring of perfor­
mance - such as how many people 
drop out of schemes, what partici­
pants do when they leave, what the 
course actually provides - may be 
lacking. 

Partial evaluation, or re-evaluation, 
may be used in order to modify or 
u p d a t e s chemes . For example , 
many job creation schemes have 
been adapted to avoid displacement 
- the risk of creating jobs for the 
unemployed at the expense of other 
groups. Thus job creation schemes 
may specify that only work which 
would not otherwise be done can be 
eligible - as in the UK's Community 
P r o g r a m m e , the Ge rman ABM 
scheme or the Belgian Troisième 
Circuit de Travail. That solves one 
problem but, on the other hand, 
there is then less likelihood that the 
experience gained will be relevant 
for getting into permanent paid em­
ployment. Similarly, when it was 
recognised that special work pro­
grammes tend to 'cream off the 
most able of the long-term unem­
ployed who would probably get jobs 
a n y w a y , s c h e m e s h a v e b e e n 
adapted so as to target more pre­
cisely - the Dutch WVM scheme, for 
example, has been cut back and re­
stricted to such groups as women 
and ethnic minority youth. Import­
ant as it is to adapt schemes in the 
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light of experience, it begs the ques­
tion of the overall effectiveness of 
alternative schemes. 

Pa r t of the ERGO programme's 
brief is to undertake a systematic 
methodological review of typical 
Member State programmes. Its aim 
is to identify project strengths and 
weaknesses with respect to a range 
of criteria which it will disseminate 
through manuals of good practice. 
In particular it seeks to see whether 
benefits can be achieved more cost 

effectively, whether programmes 
are suitably targeted and whether 
best practice can be transplanted. 

Much of this work is still in pro­
gress, but an initial evaluation of 
counselling, advice and guidance 
provision in six Member States has 
made it possible to identify some 
key factors determining success. In 
particular, it has shown how good 
targeting can improve results. Pro­
jects which select and attract the 
right individuals achieve better re-

ERGO 

ERGO is an information gather­
ing and disseminating structure, 
not a funding organisation for 
new projects, which obtains its 
know-how and experience 
through a network of national 
correspondents (one or two per 
Member State). Their job is to relay information on unemployment 
projects or programmes and to represent ERGO in the Member States. 
ERGO also has Associate Members in non-Community countries, 
including USA, Canada, Sweden and Austria, who provide com­
plementary information on experience in very different situations and 
help organise cooperative action. 

Other public and private bodies also participate in ERGO including 
local authorities, training organisations, charities, organisations rep­
resenting the unemployed, researchers and research centres. 
ERGO offers a glossy quarterly newsletter, access to its database of 
projects, information on exchanges, conferences and seminars, publi­
cations and access to a special helpline on long-term unemployment. 
It seeks to broaden its information base as much as possible and 
representatives participate as much as possible in national meetings 
and events. 

Projects and measures are incorporated into a database, which al­
ready contains details of over 2,000 different projects. Part of the 
process involves identifying good practices and promoting their dis­
semination via publications, audio-visual aids, use of the media, 
seminars and study visits. 
The ERGO programme is also developing evaluation methods so that 
a common, Community-wide methodology can be formulated. 
The programme is planned to run for two periods of three years. Two 
consultancy organisations manage ERGO and they work closely with 
the Commission and with national authorities responsible for employ­
ment, training and social security. 

suits than those which have a policy 
of open access. 

Counselling needs to be undertaken 
appropriately - too much can be both 
a waste of time and an unnecessary 
interference. Counselling needs to 
be given by the right person, with 
the right degree of privacy, and at 
the time when it is needed. Pro-ac­
tive counselling can be a useful 
device for sifting and targeting ef­
fectively, but it is not generally 
needed on an on-going basis. Poor 
targeting leads to disappointment 
of participants and a reduction in 
cost effectiveness since some re­
sources are wasted on the wrong 
people. At the same time, people 
who could have benefitted may be 
left out. 

Community Financial 
Support for the Fight 
Against Long-Term 
Unemployment 

The growing importance of Member 
States' programmes and projects to 
assist the long-term unemployed 
have been reflected in the priorities 
of the Communi ty ' s S t ruc tu ra l 
Funds. The overall objectives of 
Community Structural Policy, fol­
lowing the latest major reform to 
promote economic and social cohe­
sion, are presented in Chapter 10. 
While the Structural Policy objec­
t i v e s a r e wide r a n g i n g , t h e 
particular problem of long-term un­
employment has been highlighted 
as one of the priority issues to be 
tackled with Community funds. 

The reduction of long-term unem­
ployment is a target of two of the 
Structural Policy Objectives, both of 
which are financed by the European 
Social Fund. Objective 3 focuses di­
rectly on assisting the long-term 
unemployed. Objective 4 concen-
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trates on helping young people into 
employment, including significant 
numbers of these who are long-term 
unemployed. Further , within the 
funds allocated to less favoured re­
gions under Objective 1, monies are 
specifically targeted towards Objec­
tive 3 and Objective 4 programmes. 
In total, Objective 3 and 4 activities 
consume nearly 20% of total Struc­
tural Fund resources. 

Under Objective 3 support is pro­
vided throughout the Community 
for vocational training measures, 
accompanied where necessary by 
voca t iona l g u i d a n c e m e a s u r e s 
and/or recruitment aids for employ­
ment in newly created stable jobs 
and for self-employed activities. 

Priorities under 
Objective 3 and 4 

The Commission has established 
priorities in the various Community 
Support Frameworks for the Mem­
ber States for Objectives 3 and 4 on 
the basis of priorities established in 
the regulations (particularly Regu­
lation (EEC) No. 4255/88 of 19 
December 1988) and in the gui­
delines (89/C34/04 of 24 February 
1989). These co r re spond wi th 
measures proposed by the Member 
States in plans submitted to the 
Commission. 

According to the guidelines concern-
i n g E u r o p e a n Soc ia l F u n d 
interventions, under Objective 3 -
"to enable unemployed workers to 
move from their present situation to 
a high level of qualifications appro­
priate to the needs of the labour 
market, and linked with periods of 
work experience" - the European So­
cial Fund should give priority to 
opera t ions designed to achieve 
these aims, in particular: 

• the development of operations 
combining several types of in­
tervention in order that 
training should be a real factor 
in promoting occupational and 
social integration; 

• making the most of local em­
ployment development poten­
tial; 

• recruitment incentives for 
newly created jobs of a stable 
nature and for the creation of 
self-employed activities; 

• training and occupational inte­
gration of women wishing to 
return to the labour market 
after a long break. 

The guidelines further specify that 
preference should be given to the 
following operations under Objec­
tive 3 (and also under Objective 4 
which is concerned with youth em­
ployment); 

• operations designed to take ac­
count of the needs and 
prospects of the labour market; 

• transnational operations car­
ried out jointly by training 
bodies from two or more Mem­
ber States (or recognised at 
Community level) including ex­
changes concerning training 
programmes, involving teachers 
or trainees and having a multi­
plier effect at Community level; 

• training in advanced technology 
(especially those carried out in 
conjunction with Community 
research and development pro­
grammes, those involving 
exchanges of experience and de­
veloping co-operation between 
firms and research institutes in 
the Member States); 

• innovatory operations invol­
ving, in particular, exchanges of 
experience, transfers of metho­
dologies or technologies and 
setting up Community training 
links; 

• training and assistance for em­
ployment for the ' purposes of 
modernisation, especially in 
sectors sensitive to the comple­
tion of the Internal Market or 
in small businesses (including 
co-operatives and associations); 

• measures aimed at improving, 
and making more efficient, 
training structures; 

• operations for categories of per­
sons with particular difficulties 
on the labour market (disabled 
people in an unsheltered econ­
omic environment, women in 
occupations where they are 
largely under-represented or 
wishing to re-enter the labour 
market after a long break, mi­
grants within three years of 
their arrival and migrants who 
wish to return to their country 
of origin). 

Under Council Regulation (EEC) 
No. 4255/88 of 19 December 1988, 
the European Social Fund also con­
tr ibutes up to 5% of its annual 
allocation to financing various oper­
a t ions , inc luding guidance and 
advice for the reintegration of the 
long-term unemployed. 

Financial Resources 

An overall amount of 7450 million 
ECU has been budgeted for the peri­
od 1989-93 for expend i tu re on 
Objectives 3 and 4. Of this, 4128 
million ECU has been allocated 
under Community Support Frame-
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125 Community Expenditure on Long-Term Unemployment 
in the Member States (Objective 3) 1989-93 
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works established for the period 
1990-92. (This includes 136 million 
E C U r e s e r v e d for spec ia l ex­
perimental measures under Article 
1.2 of Regulation 4255.) Including 
spending on Objective 3 carried out 
within Objective 1 regions (around 
1100 million ECU) some 4200 mil­
lion ECU has been budgeted to 
alleviate the problem of long-term 
unemployment in the five years 
1989-93. Almost 6900 million ECU 
has been budgeted in total to tackle 
youth unemployment over the same 
period. 

60% of total Community spending 
under Objective 3 is due to go to 
th ree Member S ta tes , the UK, 
Spain and France (Graph 125), re­
f lec t ing t h e l a rge n u m b e r s of 
long-term unemployed people over 
25 in these countries. In terms of 
expenditure per long-term unem­
ployed person, the amount allocated 
to these countries is not significant­
ly different from the Community 
average (Graph 126). 

As well as financing operations, the 
Structura l Funds reform makes 
provision for analysis and assess­
m e n t of i n t e r v e n t i o n . In t h i s 
context, surveys can be made at the 
initiative of the promoters of pro­
grammes, the Member States and 
the Commission. 

Method of 
Intervention 

Interventions from the restructured 
Funds are based on a number of 
general principles: 

• complementarity: Community 
action should reinforce action 
proposed or already being taken 
by national authorities; 

• partnership: measures should 
be devised as part of a dialogue 
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and with close co-operation at 
every stage of the project's im­
plementation (proposal, 
financing, assessment and fol­
low-up) between the 
Commission, the Member 
States in question and the rele­
vant authorities appointed at 
regional or local level; 

• concentration of resources and 
various types of action on clear 
objectives with a view to reach­
ing the necessary thresholds, 
thereby making it possible to 
have a significant impact and 
increase the effectiveness of the 
operations; 

• multi-annual planning, follow-
up and continuous assessment 
of measures. 

The res t ruc tured Funds are in­
tended to provide greater coherence 
in Community intervention. This 
involves combining efforts (addi-
tionality, multi-annual planning) in 
order to draw the maximum benefit 
from the existing instruments and 
in order to bring relevant additional 
responses to the problem of social 
exclusion. 
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Financial Interventions to Encourage the 
Employment of the Long-Term Unemployed 

Although there are obvious risks in encouraging the recruitment of the long-term 
unemployed by effectively reducing their costs to employers, such measures have 
been used with some success, especially when combined with other support and 
assistance to both employers and the long-term unemployed. 

Measures to Induce Permanent Employment in Italy and Spain 

In Italy and Spain there has been concern about how to induce permanent rather 
than temporary hiring of the unemployed. Subsidies for recruitment to a fixed 
term contract run the risk that those taken on will be laid off at the end. In Italy 
penalties have been introduced into the training/work contracts system for 
employers not taking trainees into permanent employment. In the south of the 
country incentives have been introduced for firms which convert trainees' 
contracts to permanent ones. 

In Spain it appears that recruitment subsidies targeted on unemployed youth 
have encouraged a shift from permanent to temporary contracts. The proportion 
of the workforce on temporary contracts rose from 18.8% in 1987 to 24.6% in 
1988. The Spanish Ministry of Labour and Social Security has therefore intro­
duced new incentives to conclude permanent contracts with several categories 
of employees - including first-time job seekers aged 25-30. 

The effect has been to give payroll subsidies (in the form of a waiver of social 
security contributions) which will last as long as particular workers remain on 
the payroll. This is costly and gives rise to arbitrary differences in wage costs, 
which depend on the age structure of the workforce. In effect, what has happened 
is an attempt to create more job opportunities for unemployed youth by reducing 
the cost of hiring them, but without reducing their wage rates. 

The Irish Experience of Wage Subsidies . 

The Irish Employment Incentive Scheme, introduced in 1987, is a wage subsidy 
to promote hiring of long-term unemployed. In 1988 it offered a grant of £30 ( IRL) 
per week for those who had been unemployed for at least 13 weeks, or for 
registered disabled people, or £60 (IRL) over a period of 24 weeks for long-term 
unemployed people. 
Before receiving a subsidy for any week, employers must show that employment 
increased by one for the whole pei-iod of the subsidy, and that the subsidised 
employee stayed for the whole period. In fact 23% of hirings lead to no subsidy 
claim - 10% of employees do not claim and 13% are refused. 

While 85% of subsidised employees under the Irish scheme were still in post by 
the end of the subsidy period, and 54% remained so eight months later, dead­
weight substitution was estimated at 70%. Only 9% of employees went into jobs 
that would not otherwise have existed and 21% were hired in pi-eference to 
non-subsidised workers. Market displacement was estimated at 4% of jobs 
promoted by the scheme. 

The study also showed how targeting the long-term unemployed, particularly for 
the most difficult to place groups, could substantially raise the costs of such 
schemes. When asked how large the differential would need to be between the 
subsidy for the two target groups to induce them to hire more long-term 
unemployed over 25, employers replied that it would have to be more than 
doubled. 

158-



Chapter 11 Priority to Fighting Long-Term Unemployment 

Other Community support for the long-term 
unemployed 

Although the Structural Funds, are the major source of Community financial 
support in the fight against long-term unemployment, a range of other Com­
munity programmes include actions to tackle unemployment and long-term 
unemployment. These include: 

Poverty Programme 

This is a programme for national authorities, the Commission and project 
leaders which involves the co-financing of selected projects to combat poverty. 
It also ensures the exchange and evaluation of information between Member 
States and Community institutions. 

Educat ion of Migrant Workers and Children Programme 

Since 1988 15 pilot schemes have been running in primary and secondary 
schools with migrant children. The aim is to improve the integration of migrant 
children at all levels of the education system. 

Helios Programme 

Helios responds to the needs and aspirations of disabled people and promotes 
their social and economic integration and their independent living. The pro­
gramme includes grant aid to model projects dealing with mobility and 
transport, access to public buildings and houses adapted to the needs of disabled 
people. 
In addition to the funding programmes, various other Community programmes 
undertake research and provide information on social and labour market 
problems, including the problems of long-term unemployment: 

ERGO 

As well as documenting and evaluating programmes and projects, as described 
above, ERGO also produces a series of publications designed to increase aware­
ness and promote positive action. 

LEDA Programme 

The Local Development Action Programme (LEDA) promotes local employment 
growth and runs pilot projects in high unemployment areas such as declining 
industrial, rural, large urban and mixed rural/urban regions. Local development 
strategies commonly include activities targeted on the long-term unemployed. 

The Mutual Information System on Employment Pol ic ies (MISEP) 

MISEP gathers and analyses information from Member States on national 
employment policies and measures in the labour market field, including 
measures to help the long-term unemployed. It publishes a quarterly bulletin. 

The European Information Network on Local Employment 
Init iatives (ELISE) 

ELISE provides information on local economic development initiatives 
throughout the Community, as well as encouraging interaction between part­
ners, regions and countries. Its monthly publications and computerized 
documentation centre include reports on actions to help the long-term unem­
ployed. 
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Long Term Unemployment - Keeping up the Political 
Pressure 

The most recent opportunity for the Community to discuss the problem of long-term 
unemployment was at the meeting of the Standing Committee on Employment on 8 
May 1990. The Committee constitutes the 12 Ministers of Labour from the Member 
States or their representatives, the leaders of national Trade Union and Employer 
Confederations and representatives of European Federations of the Social Partners. 

The debate took place on the basis of a working paper and discussion note prepared by 
the Commission Services. In accordance with standard practice, conclusions were 
prepared by the President of the meeting, Mr. Bertie Ahern, the Irish Minister of 
Labour, after consulting the Committee. The conclusions were as follows: 

1. The Committee noted that the stronger economic growth and increased employment 
in recent years have contributed towards an improvement in the unemployment 
situation. Nevertheless, this improvement is insufficient - the rate of unemployment 
in the Community is still over 8%. 

2. The improvement in employment has done little to reverse the trend towards longer 
periods of unemployment. Nor has it lessened the concentration on certain 
categories. Indeed, the reduction in the number of unemployed is having little or no 
impact on the share of long-term unemployed in total unemployment. Despite 
improvements in some Member States, more than 7 million people in the 
Community have been unemployed for more than a year. 

3. Long-term unemployment is highly concentrated in urban black-spots which 
experience multiple economic and social deprivation, economically backward or 
declining regions or deprived rural areas. Long-term unemployment is also 
concentrated on disadvantaged groups including young people with low levels of 
educational qualification, older people with out-of-date qualifications, migrant 
workers, unskilled women and those who are illiterate. 

4. The Committee noted that the development and use of programmes specifically 
designed to speed up the integration of the long-term unemployed into the labour 
force has helped to prevent a worsening of the situation, and should provide a basis 
for further progress. 

5. The Committee considered that the policies to be used to combat long-term 
unemployment should aim at the following objectives: 

a) ensuring the continuation of the growth of output and employment which is the 
basis of progress in combating unemployment, in particular by the implementa­
tion in all Member States of the co-operative strategy for growth and employment 

b) the active involvement of all concerned with the problem of long-term unemploy­
ment: the Social Partners, local and regional authorities and community bodies. 
Such involvement could cover joint public and private initiatives 

c) taking account of the occupational needs of small and medium sized enterprises 
d) the early identification of those in the education and training system who are at 

risk of experiencing periods of long-term unemployment 
e) the prevention of long-term unemployment through appropriate information, 

counselling, aptitude testing and training 
f) the continuation and further development of specific programmes to help the 

re-integration of the long-term unemployed. In this context particular emphasis 
should be placed on education and training programmes to help the long-term 
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unemployed acquire the necessary skills as well as on individualised counselling 
to help them find a way back into work, inter alia, improving their motivation 

g) an integrated approach to unemployment blackspots which recognises their 
multiple problems. 

National training and employment services should, as appropriate, equip ' 
themselves with the necessary expertise and capacity to contribute to achieve 
objectives b) to g). 

6. In this context, the following should, where appropriate, be strengthened: 
a) training and retraining combining theory and work experience in the enterprise 
b) information on employment and training opportunities and vocational guidance 
c) incentives to recruit long-term unemployed 
d) incentives for employment creation and self-employment 
e) work of benefit to the community 
f) preventive measures at all stages (education, training, etc.) 
g) improvement in statistical analysis and the capacity for sectoral and occupa­

tional forecasting 
h) the capacity of all interested parties to cope with labour market difficulties, in 

particular through the implementation of the directive on collective dismissals. 
In this context, the Committee noted that the Commission's programme of work 
includes a proposal to adapt this directive. 

7. The Committee recognised that there continues to be a need for actions at 
Community level, in addition to those undertaken by national governments and by 
regional and local authorities. It noted the importance of the Community's efforts 
to combat long-term unemployment through the Structural Funds, and in 
particular the European Social Fund under Objective 3. It stressed the importance 
of coordinating interventions under the Structural Funds and the need to maximise 
the benefits from their use to help the long-term unemployed. 

8. The Committee noted in this context that the Commission has undertaken a series 
of actions to identify, analyze and exchange positive experiences (including the 
ERGO programme for the long-term unemployed and the LEDA programme on the 
development of local employment activities) in tackling the problems of long-term 
unemployment throughout the Community. These activities, and in particular the 
exchange of experiences between all relevant institutions, services and 
practitioners, should be intensified where they have been successful. The 
Committee emphasised the need to transfer entirely or in part such experiences 
between Member States in pursuit inter-alia of the objectives in paragraph 5. 
Adequate funding will be required for this important task. 

9. The Committee recognised the important role of enterprises in the fight against 
long-term unemployment. The transfer of successful experiences mentioned in 
paragraph 8 should include, in particular, experiences involving enterprises. 

10. The Committee expressed the view that further progress in the fight against 
long-term unemployment would depend on widening and reinforcing the concrete 
and practical efforts undertaken throughout the Community, by national 
governments, regional and local authorities and at Community level. It looked 
forward to the adoption by the Council of a Resolution on this subject, setting out 
future actions and initiatives. 
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Locally Based LTU Projects 

Apart from the nationally sponsored schemes to help the long-term unemployed, many thousands 
of local projects have been set up across the Community by a variety of action groups. Some of these 
projects draw on national funding for part of their activity - notably vocational training - but many 
do not. Most local projects target on people in the greatest difficulty, and often give a wide range of 
social support as well as specific help for getting a job. Two examples are given below. 

Terra Nostra Cooperative, Calabria, Italy 

This cooperative was started in 1978 by 40 long-term unemployed people in a mountain village in 
the Mezzogiorno, where the unemployment rate is around 20% Under the guidance of the village 
mayor they are running a hotel and cattle breeding farm. The aim is to provide employment, restore 
a derelict hotel and re-use abandoned farmland in the region. 

Start-up capital came from central government (70%) and local government (30%). The project also 
makes use of the Programma Industrial do Mezzogiorno, a national programme of industry for this 
region. 
So far, the co-op has restored derelict buildings and built new ones to constitute the farm and hotel. 
The hotel also serves as a workplace restaurant for employees of the local electricity company and 
provides a school meals service. In the start-up phase, 25 people were taken on for a training 
programme in hotel work or cattle farming skills and 16 completed the course. The co-op is now an 
established enterprise employing 20 people, 16 full-time and four part-time. 

The co-op also provides social facilities to the village community and has established valuable capital 
assets. It expects to expand in the future and there has been indirect employment creation through 
the building work done for the co-op. It attracts visitors with spending power to the area. The cost 
of creating each additional job has been estimated some 9000 ECU. 

Neue Arbeit Saar, Saarbrücken, FRG 

Founded by the Protestant Church in 1977, this project offers training, counselling and a reintegra­
tion work programme for older unemployed people. It was one of the first employment initiatives in 
the FRG and has influenced the development of similar initiatives. There are now 300 participants 
and 70-80 staff. 
The project provides vocational training and advice on the labour market and on social problems. 
It is funded by the Social Fund (35%), Saarland regional authority (30%), three local authorities 
(25%), central government (5%) and income from sale of produce (5%). The projected budget for 1990 
is 15.5 million DM. 
It is intended for older or difficult-to-place unemployed people. Those aged over 50 and with health 
problems are regarded as a particularly disadvantaged group. It also caters for people with no social 
security entitlement, and homeless people. It gives particular attention to the training of women. 
The project has four elements: counselling, non-profit workshops, off-site work of'social utility' and 
training. The workshops began first and now specialise in car repairs, woodwork, gardening and 
construction. A sort of 'work-fare' programme involving work of social utility - such as housing 
refurbishment and ecological forestry - is particularly oriented towards the long-term unemployed. 

It is estimated that 29% of participants in the 'work-fare' programme find other employment after 
their year's placement. Nearly all those in the training section find work. The project also has 
environmental benefits through its forestry work and refurbishment. 
The rules of the 'work-fare' programme ensures that it does not take work away from private firms, 
because all the work done must be in the public sector. Local authorities are not allowed to cut staff 
by using 'work-fare' participants. Competition between the workshop and the private sector is small 
given that the workshop only accounts for 5% of project income or 226 thousand DM a year. 
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Sources and Methodology 

The principal source of the historical data regarding the European Community used in this Report is the Statistical 
Office of the European Communities (Eurostat) and particularly the Labour Force Survey (LFS) for which the 1988 
results have just become available. Some additional material has been supplied by other Commission services.The 
section in Chapter 1 on Central and Eastern Europe makes extensive use of United Nations and International 
Labour Organisation estimates and projections. 

Sources used for the individual maps and graphs are set out below. The short-term foi-ecasts have been prepared 
by the Directorate-General for Economic and Financial Affairs on the same basis as those presented in the Annual 
Economic Report. 

It is the Commission's intention that the data used in the preparation of'Employment in Europe' be made available 
in electronic form. 

Sources of Graphs and Maps 

Eurostat 

C o m m u n i t y L a b o u r F o r c e S u r v e y ( L F S ) a n d d e r i v e d d a t a : G r a p h s 1 , 2 , 6 - 1 8 , 2 9 , 7 7 - 7 9 , 8 1 -
84,86,88,92,116,117,119,121-124 

Social Statistics (SOCI), Population statistics and projections: Graphs 19-21,80,95,96 

National Accounts ESA: Graphs 62-65,108 

Regional Statistics (REGIO): Maps 3-5,104-106,118,120 

Commission services 

DGII - Economic and Financial Affairs: Graphs 12,33-39,40-46,47-61,91 

DGV - Employment, Industrial Relations and Social Affairs: Graphs 22,23,87,89, Map 85 

DGXI - Environment, Nuclear Safety and Civil Protection: Graphs 66-76 

DGXIII - Telecommunications, Information Industries and Innovation: Graph 94 

DGXVI - Regional Policy: Graphs 107-109,111-115,125,126, Map 110 

Other Sources 

European Centre for the Development of Vocational Training (CEDEFOP): Graphs 97-99 

International Labour Organisation: Graphs 21,24-31,93 

United Nations: Graphs 1,2,32 

Wissenschaftszentrum Berlin: Graphs 101-103 

UK Engineering Council: Graph 100 
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Other Material 

Statistics and other quantitative estimates other than the above which have been used in certain chapters have 
generally been drawn from studies undertaken on behalf of the Commission. The following are the most important 
sources used: 

Chapter 1: Table 1 is produced from the following sources: Eurostat: National estimates of population and 
employment and Unemployment rates for comparison between Member States. 1989 results are provisional. 1965 
data: OECD Labour Force Statistics 1968-88. 

Chapter 3: This chapter has drawn on the information collected through SYSDEM and, most specially on the results 
of a study carried out jointly.by the Directorates-General for Economic and Financial Affairs (DGII) and for 
Employment, Industrial Relations and Social Affairs (DGV). 

The study - entitled "The Member States and the sectoral impact of the Internal Market in industry" was prepared 
by a group of national experts using a common methodology. The study was carried out at the 3-digit level of the 
NACE. A detailed presentation of this study will be published shortly in a joint edition of "Social Europe" and 
"European Economy". 

Chapter 5: "1992 - The Environmental Dimension", Task Force Report on the Environment and the Internal Market, 
Commission of the European Communities, 1989 

Chapter 6: "Infrastructures and Women's Employment", Commission of the European Communities."Gender, 
Transport and Employment - The Impact of Travel Constraints", Avebury, Aldershot, 1989. "Who cai'es for Europe's 
Children?", Commission of the European Communities, Luxembourg, 1989. 

Chapter 7:"Managing Change" series of seminars organised for the Commission of the European Communities (see 
p. 107). 

Chapter 9: Mutual Information System on Employment Policies in Europe (MISEP) 

Chapter 10: Purchasing Power Standards as referred to in Graph 104, are a measure of GDP reflecting the real 
purchasing power of a currency on the national territory. They aim to provide a reliable indication of the volume 
and structure of goods and services intended for a particular final use, and permit comparisons in real terms of 
GDP and its components between Community countries. See "Purchasing Power Parities and GDP in real terms. 
Results 1985", Eurostat 1985, and "National Accounts ESA. Aggregates", Eurostat annually. 
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