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The labour market service was removed from direct state administration in July 1994 and became an independent
organisation. Its original functions of job placement and implementation of labour market policy will now be the
focus of its activities. The new organisation is administered on a tripartite basis at central level and has elements
of self-administration by the social partners at regional and local level.

Under a new recruitment plan wage-cost subsidies are retained in the form of reduced social security contribu-
tions on recruitment of unemployed persons.

This type of support is also provided for in the national collective agreement for all sectors. However, agreement
was reached at the same time that 0.30% of total wages are to be spent on measures to promote employment.
The Brussels region grants a lump-sum transition bonus lasting twelve months to difficult-to-place young
people.

Part-time early retirement for 60 to 65-year-olds was introduced on 1 January 1995. A lump sum of DKR 57 per
hour not worked is granted to those who reduce their working hours by at least a quarter.

Parental leave and training leave, introduced as pilot projects in 1994, will now become permanent schemes. The
sabbatical leave scheme will be extended to 1999. Wage compensation rates for parental leave and sabbaticals will
be reduced.

From 1995 stricter regulations on availability for work will apply.

The minimum wage for all sectors has been increased by 3.5% for 1995.

Job Clubs were introduced by the ANPE in 1994, which specifically target improved job placement for young
university graduates.

Service centres for young people (Espaces jeunes) have also been set up, which offer a wide range of counselling,
information and supervisory services to young jobseekers.

Nineteen wage-cost subsidy programmes currently in existence are to be amalgamated in five new schemes. The
employment offices are to be afforded greater flexibility in granting such subsidies through less restrictive
allocation criteria.

35 local enterprise committees were set up to encourage small business start-ups and to promote the expansion
of existing very small firms.

A study on the social and occupational circumstances of socially disadvantaged groups concludes that voca-
tional training for marginal groups improves their chances of integration into the labour market.

The Swedish Government is fostering the integration of unemployed young persons into the labour market
through the promotion of “integration work experience” followed by employment in the firm for at least six
months.
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Overall Developments

Belgium

The National Collective
Agreement (Accord In-
terprofessionnel), 1995-
1996

Following the approval, subject to cer-
tain modifications, of the provisional
agreement by the Belgian Federal Gov-
ernment, the social partners signed the
National Collective Agreement (Accord
Interprofessionnel) for the period 1995-
1996 on 7 December 1994. It is to serve
as a basis for future collective bargain-
ing at sectoral level. The employers’ as-
sociations and trade unions have com-
mitted themselves to orientate such bar-
gaining exclusively to maintaining and
expanding employment. It is their view
that it is vital that jobseekers are offered
the prospect of employment in line with
the possibilities offered by economic
growth, productivity growth, and the
profitability and competitive position of
Belgian firms. This article deals with the
most important provisions of the Agree-
ment.

Employment

Complementary to the employment pro-
motion measures already in existence,
the social partners, after consultation
with the Government, have put forward
the following formulae:

Sectoral agreements on employment

The Federal Government’s Global Plan
already provides for a reduction in em-
ployer social insurance contributions for
each additional recruitment within the
framework of an Enterprise Plan for
Work Redistribution (cf. iMi 45). With a
view to the extension of such enterprise
plans, the social partners propose the fol-
lowing formula:

Employers expanding their (net)
workforce on the basis of collective
employment promotion agreements
reached by a bipartite sectoral commis-
sion are entitled, for the duration of this
National Agreement, to a reduction in
employer social insurance contributions
of a maximum of FB 37,500 per quarter

(compared with FB 25,000 per quarter
under the Enterprise Work Redistribu-
tion Plans) for each additional job cre-
ated. If the jobseeker recruited had been
unemployed for longer than one year at
the time of recruitment, the formula de-
scribed under “Employment Plan” ap-
plies, if thisis more favourable. The refer-
ence period for determining the size of
any net increase in the workforce is the
corresponding quarter of the previous
year.

Enterprise agreements on employment

The negotiation period at the level of the
bipartite commissions expires on 31
March 1995, unless prior to this date the
parties decide that it is impossible to
reach an agreement. From this moment
in time it is possible to reach agreements
at enterprise level. If such an agreement
is reached for which the above-men-
tioned, larger cut in social insurance con-
tributions is claimed, this must be ap-
proved in advance by the bipartite com-
mission. For firms lacking either a works
council or a trade union delegation, the
larger cut in contributions is contingent
on the approval of the National Commis-
sion instituted at the Ministry of Employ-
ment and Labour.

Employment Plan to Promote the
Recruitment of Jobseekers of Certain
Categories

The Youth Employment Plan (cf. iMi 44)
has enabled 70,000 young people to be
recruited, but was restricted to unem-
ployed persons aged less than 25. In view
of this limitation, the social partners pro-
pose a similar programme, but one
which is open to all those unemployed
for more than one year.

Employers who, in 1995-96, recruit a
person who has been unemployed for
more than one year are to benefit from
the following reduction in employer so-
cial insurance contributions:

— 75% during the quarter in which re-
cruitment occurs to the end of the
fourth quarter following it;

- 50% from the fifth to the eighth quarter
inclusively following that in which re-
cruitment occurs.

If the jobseeker has been unemployed for
more than two years, the reduction in
contributions is increased to 100% dur-
ing the quarter in which recruitment oc-

curs to the end of the fourth quarter fol-
lowing it, and to 75% from the fifth to the
eighth quarter inclusively following that
in which recruitment occurs.

For young jobseekers who have never
worked and must complete a waiting
period before becoming entitled to un-
employment benefit or the waiting al-
lowance (cf. BIR B-iii.5), this waiting pe-
riod is considered as equivalent to a pe-
riod of unemployment.

Unemployed persons drawing mini-
mum social benefit during the year/two
years prior to recruitment also enter into
consideration for the reduction.

Early retirement

The social partners propose to reduce the
collectively agreed early retirement age
to 55; this is to apply for the period 1995/
96, is to be based on an agreement con-
cluded within the bipartite commission,
and only applies if the worker concerned
has been economically active for at least
33 years.

It is to be recalled, however, that the
Federal Government has decided gradu-
ally to raise the minimum age at which
the early retirement pension can be
claimed, and that by the end of 1996, this
minimum age will be set at 58 in all sec-
tors of the economy.

In order to avoid an excessive rise in
the costs of early retirement, the social
partners suggest that firms should pay a
monthly contribution to the social insur-
ance institutions towards the additional
costs of this measure, the level of which
should be reduced if a long-term unem-
ployed person is recruited to replace the
worker on early retirement. This contri-
bution would be payable until the
worker on early retirement reaches the
age of 58.

Information and evaluation

The social partners have agreed that by
31 March 1995 they will have worked out
—at the National Council of Labour — the
details of the report to be made by em-
ployers on employment incentives. The
signatory parties have also agreed to
complete the evaluation of the measures
implemented within the framework of
the Global Plan (cf. iMi 45) by the end of
1995. In addition, a study of employment
trends is to be conducted within the Na-
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tional Council of Labour in the course of
1996.

Extension of the 1993/1994 agreement
to 1995/1996

Special employer efforts to promote
employment

The previous National Collective Agree-
ment (cf. iMi 41) stipulated that in 1993
and 1994 firms were to spend 0.25% and
0.3% respectively of their total wage bill
on employment-promoting measures as
follows:

— For 1993 and 1994 a contribution of
0.10% to finance the Plan for the Guid-
ance of the Unemployed (Plan
d’accompagnement pour chomeurs — cf.
iMi 40) was to be made;

— in 1994 0.05% were to be used to fi-
nance child-care initiatives;

— in 1993 and 1994 a contribution of
0.15% was to be used in line with pro-
visions set out in branch or firm-level
collective agreements which took ac-
count of the specific nature of the
branch or firm in question.

The social partners propose that the con-
tribution of 0.1% of the payroll which in
1993 and 1994 was dedicated to financing
the Plan for the Guidance of the Unem-
ployed, a programme since extended by
the Government, should now be utilised
as follows:

— 0.05% to finance the Guidance Plan -
from 1 April 1995 to 31 December
1996; -

Placement and

Austria

The New Labour Market
Service

Following negotiations that had lasted
two and a half years, on 1 July 1994 the
new Austrian labour market service was
institutionally separated from the fed-
eral administration. On 7 April the Na-
tional Council passed the relevant laws

- 0.05%

— between 1 April 1995 and 31 Decem-
ber 1996 as a contribution to make
up the deficit incurred through paid
training leave. It is proposed that
the sum left over from the 0.05%
contribution paid in 1994 be used as
a one-off grant towards meeting the
debts resulting from the introduc-
tion of paid training leave;

- between 1 January 1996 and 31 De-
cember 1996 to top up the contribu-
tion of 0.15% of payroll to promote
employment and vocational train-
ing in branches and enterprises.

In view of the Government’s decision to
reduce the contribution rate dedicated
to financing the Guidance Plan from
0.1% to 0.05%, the social partners are
willing, within the framework of branch
or firm-level collective agreements, to
raise the expenditure on employment-
promoting measures from 0.15% to
0.20% in 1996, whereby this is to be
based on provisions that take account of
the specific characteristics of firms and
branches.

At the same time, they call on the
Government to extend the exemption
from the obligation on employers with
more than 50 workers to take on young
jobseekers to a level corresponding to
3% of their workforce ~ the so-called
“obligation de stage” — cf. BIR B-iv.2) in
the case of those sectors and firms mak-
ing efforts to promote the employment
of risk groups and participate in the

with the votes of the governing coali-
tion.

The reform of the labour market au-
thority (LMA) ushered in by the legisla-
tive package consists of three specific el-
ements.

Concentration on core tasks

The “old” labour market authority had
been overburdened with tasks that, at
best, were only indirectly linked to the
labour market, reducing the focus on
the core tasks of a public labour market
service body. This also meant that it was

Overall Developments

Guidance Plan, provided that they
spend 0.20% of their payroll on these
ends in 1995/1996.

The social partners are willing to con-
tinue paying the contribution of 0.05%
dedicated to the personnel costs in-
volved in providing care for children
aged between 0 and 3 and for those of
pre-school age in 1995/1996.

In the course of 1996 these measures
are to be subjected to evaluation.

Holiday pay

The agreement to provide double holi-
day pay for the third day of the fourth
week is extended to 1995/1996.

Concluding provisions

The social partners declare that they will
not make additional demands on one
anotherin the areas covered by the agree-
ment for its term of validity. They invite
the Government to express its approval
of the proposals presented to it in the
context of the agreement (which oc-
curred at the end of November 1994, see
above). In addition, they demand guar-
antees that in the areas covered by the
agreement no measures will be imple-
mented during its term of validity that
would have the effect of raising wage
costs or affecting work organisation. Fi-
nally, they declare that the effort to
achieve a climate of social peace is con-
sidered by all signatories as an important
contribution toward the realisation of the
agreement.

Vocational Guidance

virtually impossible to create a coherent
corporate identity for the organisation.

Under the labour market service ac-
companying law, benefits not directly
linked to the labour market and tasks
that are in contradiction to the new em-
phasis on “service” are to be transferred
to other sections of the administration or
to social insurance institutions. This will
enable the new labour market service to
concentrate on its core tasks; the tasks of
the old labour market authority (cf. fig-
ure 1) are to be transferred to other insti-
tutions.

inforMISEP  no. 49 / Spring 1995



Placement and Vocational Guidance

Organisational form

Under the labour market service law the
labour market authority has been institu-
tionally separated from the federal ad-
ministration. It has been joined together
with the funds previously run by the
labour market authority and set up as an
autonomous legal entity with the title
Labour Market Service (LMS). The LMS
has a form of legal organisation all of its
own, one which combines structural ele-
ments of a self-administered body (as in
the social insurance institutions), a pub-
licfund (e. g. the funds previously run by
the labour market authority) and a public
limited company.

The organisational model of the la-
bour market service (cf. figure 2) is based
on the belief that an effective labour mar-
ket policy is only possible if it involves
the collaboration of workers, employers
and the government, and if it allows for
regional specificities and differences.
With a view to the latter requirement, the
LMS is divided into federal, state and
regional organisations {cf. figure 3). At
each organisational level the social part-
ners play a central role in decision-mak-
ing processes.

Personnel

Those public-sector employees em-
ployed since the start of 1994 with the
LMA funds automatically become em-
ployees of the new LMS when the labour
market service law comes into force.

The federal law on public-sector em-
ployees (Vertragsbedienstete as opposed
to civil servants — Beamte) will remain
applicable to such workers with regard
to their conditions of employment and
pay for a maximum of one year after the
institutional separation. By this time a
collective agreement must have been
reached between the public sector union
and the LMS; if such an agreement is not
forthcoming the Federal organisation of
the LMS, in conjunction with the Minis-
ter for Social Affairs must draw up the
new. conditions of employment and pay
scales in the form of directives.

A minimum condition of the new pay
scale required by the new law is that the
disadvantages of public sector employ-
ees in terms of life-time earnings com-
pared with civil servants performing the
same tasks must be compensated for.

Civil servants (Beamte) remain civil
servants, unless they opt voluntarily to
transfer to the new conditions of employ-
ment.

Financial reform

It was the financing of labour market
policy and of the new labour market
service that proved to be the thorniest
issue during the negotiations on the re-
form of the LMA. Indeed, for along time,
the reform as a whole was blocked by this
problem.

Finally, the following solution was found:

— The LMS budget is divided into two
areas of operation; in the first, the LMS
acts in its own name and on its own
financial responsibility; in the second
it acts in the name of, and with the
financial backing of the Federal Gov-
ernment.’

Organisations

Figure 1: Transfer of Tasks Previously Performed by the LMA to other

Maternity leave

Aid for part-time work
Special emergency aid
Reemployment aid

Advance on old-age pension
Special support

Aid to cover losses
due to insolvency

Bad-weather allowance

Mediation of agency workers

Admission/supervision of
private mediators

Responsibility for control of
foreign workers (observation
and legal proceedings)

—_> Health insurance
—> Pension insurance
—> Federal Office*
—> Construction

workers’ leave fund
—> Federal Office*
—> Federal Office*
—> Labour inspectorate

assuming the new responsibilities.

* The term “Federal Office” refers to the state invalid offices (Landesinvalidenimter) which
assumed the new title of “Federal Offices for Social Affairs and the Disabled” on

BMF

of Finance)

Figure 2: Organisation of the Labour Market Service
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Placement and Vocational Guidance

Figure 3: The three levels of the new Labour Market Service (LMS)

Federal organisation

| L

State organisation

Regional organisation ||

Main tasks: implementation of the objectives set by the Federal Ministry of
Labour and Social Affairs (BMAS); labour market policy programmes for
the LMS; coordination of the set objectives and uniform regulations gov-
erning organisation, personnel (incl. training), equipment, basic work and
statistics; supervision of management at all levels

Administrative Council
(terms of office: 6 years)

2 representatives of the BMAS; 1 representative of the Federal Ministry of
Finance (BMF); 3 employee representatives; 3 employer representatives; 1
representative of the LMS employees (right to vote in affairs relating to pay
and working conditions in the absence of a collective agreement)

Main tasks: nomination and recall of board members; supervision of the
board; collective agreement and directives for employees; organisational
planning; labour market policy planning; distribution of budgetary and
other rescources between the state LMSs; specific management affairs

Board
(term of office: 6 years)
2 members (one with right to sign contracts)

Main tasks: operative management; preparation of decisions by the ad-
ministrative council; labour market policy conception; ensuring that the
personnel-related, organisational and financial conditions for the work of
the LMS are met; supervision/control

Federal Office
Support apparatus

Main tasks: developing labour market policy objectives for the federal
State; coordinating the LMS with state institutions, context setting, guid-
ance and support for regional organisations

State Directorate

(term of office: 6 years)
State executive director; vice state executive director; 2 employee representa-
tives; 2 employer representatives

Main tasks: state executive programmes; state budget; proposals for nomi-
nating the state executive director and vice director; setting up the regional
organisations

State executive director

Main tasks: operative management; supervision and support for regional
organisations, labour market policy conception for the state organisation,
nominating the directors of the regional offices

State Office

Support office of the state organisation

I

Main tasks: implementation of the guidelines set by the federal and state
organisations; determining the principles of labour market policy in the area
covered by the regional office

Regional Council

Director of the regional offices as chairman; 2 employee representatives; 2
employer representatives

Main tasks: proposals for concrete forms of labour market policy; approval
of short to medium-term labour market programmes; approval of regional
preliminary actions

Director of the Regional Office
Main tasks: operative mEmagement at regional level; decisions in all affairs
of the unemployment insurance and labour market promotion, implementa-
tion of services for LMS clients (aided by a regional office to be set up)
Regional Office

Support apparatus of the regional organisation

- Bothits own area of operation (admin-
istrative costs) and the transferred
area are financed via the (earmarked)
“Labour market policy” budget
within the framework of the overall
Federal budget.

— The labour market policy budget has
been redefined by the labour market
policy financing law, replacing the
former (earmarked) budget of the un-
employment insurance fund.

Under the labour market policy financ-
ing law, the monetary flows used to fi-
nance labour market policy are now as
depicted in figure 4.

Implications of the changes

1. The new LMS will enjoy greater free-
dom of action vis a vis the Federal
Finance Ministry than the old LMA.
This is true both of its own and the
transferred area of operation. (Agree-
ment is in principle now only required
for spending items in excess of OS 50
million.)

2. Decision-making within the LMS will
occur at the lowest (regional) level as
far as possible.

3. The fact that the LMS will have its
own employment and pay code
(whether on the basis of a collective
agreement or directive) gives it the
opportunity to implement pay reform
in line with the specific needs of the
organisation and its tasks (e.g. pay
according to ability and motivation
and not, as previously, to level of for-
mal education). Personnel decisions
(for employees, although not for
Beainte) can be taken independently
of the Federal Chancellery.

4. The (necessary) bargaining and con-
flict processes with regard to the per-
sonnel, financial and technical re-
sources to be devoted to the organisa-
tion and to labour market policy as a
whole can proceed on the basis of a
clear cost-benefit analysis, and thus
with less regard to status and ideo-
logical fixations than was previously
the case. The participants in this dis-
cussion — government and the social
partners — are involved in and bound
by the results of decision-making-
processes.

5. The (limited) scope to fund labour
market policy beyond budgetary lim-
its (i. e. by borrowing) will enable ac-
tive labour market policy and unem-
ployment insurance fund spending to
be deployed anti-cyclically.

inforMISEP  no. 49 / Spring 1995



Placement and Vocational Guidance

Figure 4: The financing of the labour market policy

Revenue

Reimbursement of administrative costs
Borrowing
Reimbursement of costs
of servicing debts

Fiscal revenue

LMS

Surplus from labour market policy budget

(Tied) LMP Budget
UI contribution Insurance benefits
FLAP contribution Benefits under LMP programmes
Federal contribution Reimbursement of administrative costs
LMS contribution Reimbursement of costs of servicing debts

Government Budget

Spending

Personnel and operating costs
(administrative costs)
Budget surplus
(LMS contribution)

Debt servicing

Transfer of surplus to LMS

Federal contribution (2.5 billion AS)

UI = Unemployment insurance; LMS = Labour Market Service; FLAP = family com-
pensation fond; LMP = Labour Market Policy

In conclusion, the changes will promote
consensus-finding between government
and the social partners with respect to
the objectives, instruments and re-
sources of labour market policy, even in
difficult times.

France

Job Clubs

Definition

In May 1994 the French labour market
authority, the ANPE, introduced a new
placement measure: “job clubs” (clubs de
chercheurs d’emploi). The aim of these
clubs is to aid college graduates in find-
ing their first job, by organising and of-
fering them continuous guidance on
their job-search activities and by making
all the job offers received available to all
club members, so as to maximise the
chances of success.

Jobseekers affected

Primarily young people aged less than 26
who, after completing their school edu-
cation with the Baccalaureate examina-
tion, spent at least two years at college
(Bac + 2), but have had no vocational
training.

Location of the clubs

The job club is attached to the local em-
ployment office or, in metropolitan ar-
eas, to a group of employment offices. If
there are a number of clubs within an
agglomeration, they may be organised
into different occupational fields and
may occupy the same premises.

The premises of the clubs are located

— within local employment offices,
where a hall, office or a technical zone
set up specially for them is available
for their meetings;

— inthe premises of the job-search circles
(cercles de recherche d’emploi), used al-
ternately by the club and the circle;

- in the premises of the platform of the
service.

The decision to found a job club

The initiative in this case lies with the
director of the local employment office in
collaboration with the departmental di-
rectors. The regional director is responsi-
ble for ensuring the development of the
club with due regard to regional objec-
tives and the budgetary framework.

Joining a club

Participation in a job club is voluntary.
Participation results either from a sug-
gestion by the ANPE or is at the request
of the individual jobseeker in the wake of
the information on the clubs dissemi-
nated by the ANPE. Requests to join the
club are processed by staff at the local
employment office by means of face-to-
face interview. Participation is formal-
ised with the signature of the new mem-
ber and the employment office director
on an entry form. Each club consists of
four to six members.

Changes affecting participants

— They retain their status as unem-
ployed and continue to draw the ben-
efits to which they are entitled.

— They enjoy social insurance cover by
virtue of a contribution paid by the
ANPE.

— They are entitled to a job-search allow-
ance, whose express purpose is to
cover the costs incurred by job-search
activities. This benefit consists of a
daily flat-rate allowance of FF 30 for
Paris, FF 50 for other urban areas and
FF 80 for all other areas.

— They must be immediately and
unrestrictedly available to participate
in the activities of the club.

Benefits of membership

1. Participants receive training in the tech-
niques of applying for jobs with firms.
They must be in a position to look for
work with a large number of firms
intensively and methodically. They
present themselves to employers as
members of the job club attached to the
local employment office.

. They receive a definition of a job-search
plan based on the information held by
the ANPE on individual firms. The
firms in question are located in the
labour market region in which the lo-
cal employment office and the affili-
ated job club are situated. The employ-
ment office staff ensure that the par-
ticipants each have different profiles
so that the target group of firms on
which the club members are to concen-
trate their job-search activities is suffi-
ciently large.

3. Logistical assistance in the form of
equipment (fax machines, telephone,
other office machinery, etc.) in support
of their job-search efforts is provided.

The participants commit themselves to
prepare and carry out their visits to em-
ployers in accordance with the job-search
plans drawn up jointly by the club and
the employment office.

The interviews held and the prepara-
tion of the next set of planned visits to
employers are discussed at weekly meet-
ings.

The members share the information
and the job offers received among them-
selves. These offers are initially only for
club members; if recruitment does not
occur, the ANPE makes them available to
the unemployed at large.

By acting as a group in both drawing
up a job-search plan and by dividing job
offers, and by offering a number of appli-
cants, each with a different profile, to
potential employers, the young people
involved are able to multiply the benefits
of interviews with employers.

Thus the aim of the job clubs is to place
their members in employment as quickly
as possible.
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Each club is to attempt to operate on
this basis for up to six months. The ben-
efits of membership terminate as soon as
a member is recruited. Those leaving the
club make way for new members.

Results

In November 1994 around 133,662 young
people were registered as young first-
time jobseekers with the ANPE.

Between May and the end of Novem-
ber 1994:

- 3,491 young people joined one of 347
different clubs;

- job-search activities involved 27,744
firms;

— 2,140 job offers were received;

- in the wake of enterprise visits by
young people, 1,892 contacts between
employers and the ANPE were estab-
lished;

- 1,656 young people left their club to
take up employment.

By the end of 1994 400 clubs will be open
to young first-time jobseekers, with a to-
tal of 1,000 clubs as the target for 1995.

France

The “Espaces jeunes”

The five-year law of 20 December 1993
on labour, employment and vocational
training provides (art. 76) for the setting
up of institutions “under one roof” to
offer a number of services to young peo-
ple — aged less than 26 — relating to train-
ing and their first steps in working life.

Youth organisations such as local mis-
sions, permanent guidance, information
and orientation centres, and any other
organisation whose aim is to provide
guidance and orientation to young peo-
ple with respect to job-search and train-
ing may become “Espaces jeunes” (liter-
ally “spaces” for young people).

By virtue of this “label”, such organi-
sations are able to broaden the range of
services they provide to young people.
To this end, the ANPE, after suitable
training and guidance for those work-
ing in the organisations, delegates some
of its services to these organisations.

The creation of the Espaces jeunes is
part of the policy of financial decon-
centration within the ANPE, represents

Placement and Vocational Guidance

Schema for the Creation of Espaces jeunes

First stage

The first stage of negotiation is conducted at regional level. It comes to an end once
the following two documents have been drawn up:

Tripartite regional agreement: govern-
ment — region — ANPE

Regional charta as a appendix to the
regional agreement

— defines regional guidelines Employment section

Sets out the conditions for the delega-
tion of ANPE services

— defines the overall framework

Vocational training section

Sets out the conditions for the provi-
sion and placing of training opportuni-
ties

Second stage

The regional documents enable departmental Prefects, in conjunction with the
public employment service and local government representatives, to draw up a
list of youth organisations with which negotiations are to be held in the subse-
quent phase.

Third stage

As far as the employment section is concerned, the local employment offices and
the departmental delegates of the ANPE negotiate — on the basis of the list drawn
up in stage 2, the regional agreement and the associate Charta, which is to be
interpreted as a “duty book” — with each of the organisations selected, in order to
determine which services can be delegated and at what level.

Convention on Local Cooperation - government — region — ANPE — youth organisation

This document implements the regional agreements in operational terms and

defines the objectives and formalities of local cooperation.

one of the new links which it, under arti-
cles 76 and 77 of the five-year law, must
establish at regional level, and is a contri-
bution towards the decentralisation of
vocational training for young people.

The Espaces jeunes open the door to a
new form of partnership, a key element
of the second “Progress Contract” signed
between government and the ANPE (cf.
iMi48, pp. 14-16), which is to be based on
a National Charta to be announced at the
start of 1995,

In negotiations between the govern-
ment, region and regional ANPE directo-
rate, the objectives, formalities and con-
ditions for the implementation of Espaces
jeunes in the region are set out, listing the
youth organisations eligible for conver-
sion into Espaces jeunes.

The negotiations come to an end with
the formulation of a tripartite regional
agreement, appendixed by a regional
charta.

These documents describe the for-
malities and conditions which are to

guide local actors in setting up Espaces
Jeunes, giving a contractual form to the
decisions taken by the three parties.

The regional charta defines the list of
the services to be delegated by the ANPE
and to be performed by the Espaces
jeunes, together with the conditions for
youth support work and the resources to
be committed by each party. The chartais
also formulated with regard to the poli-
cles on vocational training for young
people.

The regional charta contains two sec-
tions as follows:

1. The employment section formulated

by the regional director of ANPE

= determines the ANPE services the
ANPE may delegate:

- freely available information

— pursuit of requests for work

— change of situation

- registering for an ANPE measure

— preparation of contacts to employ-
ers

— collecting job offers
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Placement and Vocational Guidance

- diffusion of job offers and contact
mediation

— pursuit of job offers

— provision of job-search services

The following services may under no
circumstances be delegated:

- registration of the unemployed

— change of status

— control and suspension (of benefit)

® Determines the legal, operational,
human-resource and financial con-
ditions necessary to operate each
service.

® Determines the modes of training
and education of those working in
the youth organisations.

® Determines the “codes of good con-
duct” which will enable the part-
ners to work together with each
other.

= Sets out the control and guidance
tools that the regional partners in-
tend to set up in both quantitative
and qualitative terms.

2. The training section formulated by the
regional council

— sets out the terms for the provision
and placement of training opportu-
nities;

— describes the arrangements for
guidance, counselling, information
and supervision.

Job Creation

Belgium

Employment Plan to
Promote the Recruitment
of Jobseekers

In Belgium a number of measures have
been implemented with the aim of rais-
ing the employment level by reducing
social security contributions for employ-
ers recruiting unemployed persons. The
mostimportant are the temporary reduc-

Languedoc-Rousillion and  Poitou-
Charente are the first two regions to have
signed a tripartite agreement and re-
gional charta establishing Espaces jeunes.

The local cooperation agreement

The departmental Prefects, the depart-
mental directors of the ANPE and local
government representatives select the
youth organisations that appear best
suited to the realisation of the regional
objectives that have been set.

For the ANPE this offers an opportu-
nity to establish new bases for partner-
ships between local teams, the perma-
nent, guidance, information and coun-
selling services (PAIO), in which local
government and local collective organi-
sations participate, and all the other or-
ganisations with experience in dealing
with young people.

In negotiations with each of these or-
ganisations, the precise objectives and
forms of local cooperation appropriate to
the specific characteristics and require-
ments of the relevant local labour market
are determined. These negotiations at lo-
cal level lead to the formulation of a
agreement on local cooperation.

It is the director of the local employ-
ment office and the departmental del-
egate that bear full responsibility for ne-
gotiations with youth organisations re-

tion in social security contributions for
the recruitment of certain categories of
workers (cf. BIR B-v.6) and the Youth
Employment Plan (cf. iMi 44). In view of
the fact that the latter expired at the end
of 1994, and in the light of the proposals
made by the social partners within the
framework of their National Collective
Agreement (accord interprofessionnel) for
1995/96, the Belgian Federal Govern-
ment decided to bring together and har-
monise these various measures inan Em-
ployment Plan for the Recruitment of
Jobseekers (Plan d’embauche pour la pro-
motion du recruitement des demandeurs

garding the delegation of ANPE services.
In doing so they base their actions on the
tripartite agreement and the employ-
ment section of the regional charta.

The agreement on local cooperation is
not merely a declaration of intent, but
rather a genuine contract.

The following points must be defined
and described in detail in its appendices:

— the resources to be committed by each
party to the agreement,

- the working links between the various
organisations, and )

— the precise organisation “on the
ground” that is to implement each
service.

The success of the Espaces jeunes depends
on the extent to which ANPE is able to
transfer some of its knowledge and skills,
S0 as to create, stimulate and make effec-
tive a network of employment and train-
ing professionals. This transfer and the
delegation of services on which it is
based must, however, operate with the
fullest possible guarantees of profession-
alism and quality.

The overall aim of the measure is to
make it easier for all users to gain access
to ANPE services. This requires the crea-
tion of a network in which the ANPE
forms the core.

d’emploi). The legal basis of this new
measure is section 1V, chapter II of the
law of 21 December 1994 on social and
other measures (Moniteur  belge,
23.12.1994).

Employers affected

All employers paying social insurance
contributions may participate in the
measure, irrespective of whether they
belong to the private or public sector.

However, by the Royal Decree of 27
December 1994 on the implementation of
section IV, chapter II of the law -of 21
December 1994  (Moniteur  belge,

10
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30.12.1994) the following categories of
employer are excluded from the scope of
the measure:

— government, including the judiciary,
the Council of State, the armed forces
and the police;

- local and regional authorities;

- the commissions of the Flemish and
French linguistic communities and the
joint community commission of the
capital region of Brussels;

— non-profit organisations and state en-
terprises controlled by the institutions
listed above, with the exception of the
public credit institutions, autonomous
public enterprises, and of public insti-
tutions with regard to the personnel
employed by them on fixed-term con-
tracts in order to hire out their services
to user firms.

Also excluded is the recruitment of civil
servants, academic and scientific staff in
institutions of higher education, and
teaching staff in other educational estab-
lishments.

Employee categories that can be
recruited under the measure

The Royal Decree of 27 December men-
tioned above requires that the employer
seeking to claim the allowances provided
for under the employment plan must re-
cruit a jobseeker who, at the time of re-
cruitment, is covered by one of the fol-
lowing situations:

a) unemployed on full unemployment
insurance benefits for an uninter-
rupted period of at least 12 or 24
months; it is to be noted that certain
periods will be treated as equivalent to
unemployment with full benefit enti-
tlement (e. g. the waiting phase that a
young unemployed person must ac-
complish on leaving education in or-
der to be entitled to unemployment
benefit or the waiting allowance, or,
subject to certain conditions, periods
of employment as an agency worker
with a user firm, if this firm subse-
quently recruits the worker);

b) unemployed recipient of the mini-
mum subsistence allowance (Mini-
mex) for an uninterrupted period of at
least 12 or 24 months;

c) jobseeker who

— has completed a training or guid-
ance measure of at least six months’
duration in an apprenticeship firm
approved and subsidised by the
French linguistic community;

- does not possess a stage Il second-
ary education certificate;

- was employed (or self-employed)
for no more than 150 hours during
the previous 12 or 24 months.

d) jobseeker who

- has received part-time education
within the framework of the com-
pulsory  part-time  education
scheme (cf. iMi 3);

— was employed (or self-employed)
for no more than 150 hours during
the previous 12 or 24 months;

e) jobseeker who was recruited on termi-
nation of employment within the
framework of the Royal Decree no. 495
on the combined work and vocational
training system for young persons
aged between 18 and 25 (cf. BIR B-
iv.3), and who was employed (or self-
employed) for no more than 150 hours
during the previous 12 or 24 months;

f) jobseeker who

- has completed a period of training
or employment in a project relating
to the partnership agreements sub-
sidised by the Brussels capital re-
gion (cf. BIR B-vii.3);

— does not possess a stage II second-
ary education certificate;

- was employed (or self-employed)
for no more than 150 hours during
the previous 12 or 24 months.

The benefits offered by the measure

On recruiting a jobseeker meeting one of
the above sets of conditions, the em-
ployer is entitled to a reduction in em-
ployer contributions to the social insur-
ance system.

If the jobseeker concerned had been
either unemployed on full benefit or
drawing minimum social benefit for 12
months prior to recruitment, the reduc-
tion in contributions is as follows:

— 75% during the quarter in which re-
cruitment occurs to the end of the
fourth quarter following it;

— 50% from the fifth to the eighth quarter
inclusively following that in which re-
cruitment occurs.

The same reductions apply in the case
of the recruitment of a jobseeker covered
by one of the categories listed under
point 2 (c-f), provided that he/she was
employed (or self-employed) for no
more than 150 hours during the previous
12 months.

If the jobseeker concerned had been
either unemployed on full benefit or

Job Creation

drawing minimum social benefit for 24
months prior to recruitment, the reduc-
tion in contributions rises to:

— 100% during the quarter in which re-
cruitment occurs to the end of the
fourth quarter following it;

— 75% from the fifth to the eighth quarter
inclusively following that in which re-
cruitment occurs.

The same reductions apply in the case of
the recruitment of a jobseeker covered by
one of the categories listed under point 2
(c-f), provided that he/she was em-
ployed (or self-employed) for no more
than 150 hours during the previous 24
months.

If the employer recruits a person that
he had previously employed through a
temporary employment agency, the cal-
culation of the number of quarters for
which the reduction is granted refers to
the first date of recruitment by the
agency for an employment fulfilling the
conditions of entitlement to the reduc-
tion under the employment plan.

Cases excluded from the measure

The reduction in social security contribu-
tions is not granted:

- to employers who at the end of the
quarter for which they claim the re-
duction are in arrears with their social
security payments with the institu-
tions charged with collecting such
payments;

- to employers who have been shown to
have failed to meet their requirements
regarding youth training (cf. BIR B-
iv.2);

— for the recruitment of stagiares (train-
ees) under the youth training scheme;

— for the recruitment of employees
within the framework of a reemploy-
ment programme.

Combining the reduction with other
benefits

The reduction in social security contribu-
tions granted under the Employment
Plan may not be combined with benefits
derived from other measures providing
for a reduction in social security contri-
butions nor with those from reemploy-
ment measures.

Formalities to be observed

The procedure to be observed by em-
ployers seeking to claim the benefits pro-
vided for under the Employment Plan
are set out in the Royal Decree of 23
December 1994 relating to social meas-
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ures and implementing section IV, chap-
ter IT of the law of 21 December 1994
(Moniteur belge, 31.12.1994).

Those who have drawn full unem-
ployment benefits for a sufficient period
to be eligible for recruitment under the
Plan receive, on application, a recruit-
ment card from the local ONEM employ-
ment office which certifies this fact. Un-
employed recipients of the minimum so-
cial benefit receive this recruitment card
from the social benefit office responsible.

It is also possible for the employer to
obtain a recruitment card in the name of
the jobseeker in question certifying that
he/she fulfilled the conditions for re-
cruitment under the Employment Plan
on the date of recruitment (if the employ-
ment relation has already commenced)
or on the date of issue of the recruitment
card (if the jobseeker has not yet been
recruited).

The card is valid for three months af-
ter issue. The validity of the card can be
extended by additional periods of three
months provided that the jobseeker con-
tinues to meet the conditions of entitle-
ment.

In order to claim benefits under the
Employment Plan the employer must
send the recruitment card, correctly
filled in, to the ONEM employment office
responsible within 60 days of recruit-
ment. The employment office then
passes on the details given to the institu-
tion responsible for collecting the social
insurance contributions.

In addition, the employer must indi-
cate the precise identity of the jobseeker
for which he is paying contributions at
the reduced rate in his quarterly report to
the institution responsible for collecting
the social insurance contributions.

Period of validity

The Employment Plan to Promote the
Recruitment of Jobseekers applies to
recruitments taking place between 1
January 1995 and 31 December 1996. The
provisions listed under section III, chap-
ter VIII of the programme-law of 30 De-
cember 1988 (temporary reduction in so-
cial security contributions for the recruit-
ment of certain categories of workers —cf.
BIR B-v.6) are no longer in force. How-
ever, they do apply to all recruitments
occurring up to 31 December 1994 and
for employers who, from 1 January 1995,
recruit their first employee and meet the
conditions for inclusion under the Plus-
One Plan (cf. iMi 45).

Finland

Reforming Employment
Subsidies in Finland

In 1994 the Ministry of Labour assessed
the problems of the rather complex em-
ployment subsidy system in Finland in
an attempt to improve and simplify the
system, and to implement a result man-
agement system giving more room for
maneouvre and flexibility in its choice
towards the goals.

The main problem relate to the com-
plexity of the system, undesirable im-
pacts and allocation problems.

At present there are 19 different
forms of employment subsidies. There
are 183 employment offices making
over 100,000 decisions on subsidies an-
nually. The very strict and detailed sub-
sidy rules render the system inflexible
and unsuitable for this kind of decision-
making, which has become very time
consuming and arduous. Also the sys-
tem is subject to constant changes be-
cause of the pressures exerted by mass
unemployment (19.9%, i. e. 485,000 un-
employed out of a workforce of 2.4 mil-
lion people/January 1995) which have
aggravated the problems inherent in the
system.

Unemployment protection and em-
ployment subsidies cause undesirable
combined impacts as the aim of actively
improving the employment potential of
the jobless remains all too frequently
unattained. The basic objectives of the
subsidy system are not sufficiently re-
flected in practical operations. Amid the
pressures of mass unemployment, sub-
sidy policies face allocation problems.
Subsidies are granted for many purposes
and to provide work for several target
groups, and this tends to increase the
number of different subsidy forms. Ef-
forts to respond to these pressures have
contributed to making the system more
extensive and complicated. Constant
changes present problems of absorption
—not enough time to absorb and put into
effect earlier changes.

It is also unclear how the manpower
services and subsidized employment
are interelated. In reality the declared
objective of increasing coordination be-
tween the two has barely been attained.
Subsidies to business have led to specu-
lation, in which companies tend to

choose the temporary labour that comes
with the best possible subsidy. All too
often it is the company applying for a
subsidy that decides who gets the job
rather than the employment office. This
reduces the desired selectiveness of the
subsidy measure, i.e. its allocation on
the basis of sound labour-policy
grounds to those unemployed whose
employment potential should be im-
proved. Companies tend to regard a
subsidy as part of their normal recruit-
ment process for fixed-term labour — no
subsidy, no job, leading to distortion of
the proper functioning of the labour
market. Also in the present employment
situation, the systems of employment
subsidies and unemployment protec-
tion seem to actually work together
against the desired aim of improving
employment potential.

The proposal of the Ministry of La-
bour was adopted in Council of Minis-
ters in August 1994 and the reform will
enter into force in the beginning of April
1995. It is expected that there will be an
annual saving of FIM 530 million in un-
employment security expenses.

The reform will:

— reduce the number of subsidies from
nineteen to five;

— change the subsidies granted to enter-
prises into a development and recruit-
ing subsidy;

— abolish the minimum unemployment
period as a precondition for granting a
subsidy;

— change the definition of long-term un-
employment: it will be possible to give
subsidized jobs not only to persons
who have been continuously unem-
ployed for a period of twelve months,
but also to persons who have been
periodically unemployed within a pe-
riod of twelve months;

— subsidized work will become mainly
full-time employment and not only
part-time employment, as before;

— the possibilities of combining subsi-
dies with employment services will be
expanded;

— employment offices will have consid-
erably more discretionary power and
freedom of action in individual cases —
the primary need to assess whether the
unemployed individual fits into a pre-
determined subsidy mould will be
abolished.
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Social Security, Unemployment Benefits

Denmark

Stricter Rules on “Avail-
ability for Work”

As from 1 April 1995 the rules in the
Danish unemployment insurance legis-
lation on unemployed persons’ duty to
be available for work will become
stricter.

In a period of expanding employment
and falling unemployment it is impor-
tant to ensure that the rules on availabil-
ity for work are effectively enforced. The
administrative procedures will be
streamlined by improving communica-
tion between the public employment
service and the unemployment insur-
ance funds. An efficient communication

between these two administrative sys-
tems is a condition for the effective en-
forcement of the rules on availability for
work. In this connection new statistics
have also been introduced which make it
possible to follow individual cases
through the system.

Under the new rules occupational
mobility will also be extended.

Under the present rules an unem-
ployed person is obliged — during the
first 12 months of the unemployment pe-
riod — to be available for “appropriate”
work, meaning a job within the occupa-
tional field that the person has been
working in. After 12 months the unem-
ployed person must be available for “rea-
sonable” work, that is work which may
not be within a person’s occupational
field, but with due account being taken of
the person’s qualifications and work his-
tory.

Special Categories of Workers

Belgium

The Brussels Capital
Region — Occupational
Transition Premium
(Prime de Transition
Professionnelle)

The decree of 19 May 1994 announced by
the Government of the Brussels capital
region, which modifies articles 53 to 58 of
the Royal Decree of 20 December 1963
relating to employment and unemploy-
ment (Moniteur belge, 25.11.1994), allows
certain employers to claim an occupa-
tional transition premium if they recruit
difficult-to-place unemployed persons.

Employers affected

Enterprises employing up to 250 workers
and located in the Brussels capital region

can be considered for the occupational
transition premium. The size of the
workforce is determined by calculating
the arithmetic mean of the workforce sta-
tistics presented to the social insurance
institution ONSS in the four quarters pre-
ceding the quarter in which recruitment
occurs.

Employees affected

Such firms are entitled to claim the pre-

mium on recruiting difficult-to-place un-

employed persons. These are defined as
follows:

— aged less than 26, lacking a college
degree or vocational training certifi-
cate or a higher secondary education
certificate and registered with the
Brussels regional employment office
(ORBEM) at the time of recruitment; or

- registered unemployed with ORNEM
for at least six months prior to recruit-
ment.

The definition of “reasonable work” is
now being extended. After 12 months’
unemployment a person must accept a
job which he or she is able to perform or
for which he or she may quickly be
trained.

However, the main principle that the
public employment service must try to
find the best qualified person for a va-
cancy still applies. This means that an
unemployed person will not be offered a
job outside this own vocational field, if
there are other unemployed persons
whose qualifications match the job bet-
ter.

The sanctions imposed in the form of
loss of benefits for a certain period if a
person fails to accept a job offered by
the public employment service or be-
comes unemployed due to his own fault
will also become stricter under the new
rules.

Conditions of entitlement to the
premium

The occupational transition premium is
granted for new recruitments. It is not
available for the recruitment of a
jobseeker to replace an existing worker
whose employment contract ended for
any other reason than gross misconduct
or retirement.

Value of the occupational transition
premium

The value of the occupational transition
premium varies according to the frame-
work within which the recruitment takes
place. The premium amounts to:

- FB 10,000 per month if the jobseeker is
hired on the basis of the provisions
introduced by the Royal Decree of 31
December 1986 (cf. BIR B-iv.3) which
set up a system of combined work and
training for young people aged be-
tween 18 and 25 and which provide for
the temporary reduction in employer
contributions to the social insurance
scheme for these young people;
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Special Categories of Workers

— FB 20,000 for the recruitment of a
jobseeker meeting the definition given
above, provided that a permanent,
full-time employment contract is
signed and the new recruit receives
vocational training in the firm (such
training must be of a type approved by
ORBEM and consist of at least 240
hours).

Duration of the benefit

The premiumis granted for a period of 12
months.

Denmark

Introduction of a Part-
Time Early Retirement
Scheme

The voluntary early retirement scheme
(cf. BIR DK-vii.1) was introduced in 1979
as an element of the Danish unemploy-
ment insurance system. The scheme has
become very popular and widely used.
As of 1 September 1994 the total number
of persons receiving voluntary early re-
tirement pay was about 113,000.

In principle, this scheme implies full
withdrawal from the labour market;
however, persons who join this scheme
are allowed to work for up to 200 hours
per year.

With the part-time early retirement
scheme - which came into operation on 1
January 1995 and which was supported
by all parties in the Danish Parliament —
itis now possible to withdrawal partially
from the labour market.

The target group of this scheme is 60-
66 year-olds who satisfy the conditions
forjoining the voluntary early retirement
scheme: entitlement to unemployment
benefits and membership of an unem-
ploymentinsurance fund for 20 out of the
last 25 years.

The part-time early retirement pay isa
fixed amount of DKK 57 for each hour by
which working time is reduced.

It is a condition that working time is
reduced by at least 1/4, but not more
than 12 hours per week on average. As
regards self-employed persons, working
time must be reduced to 18.5 hours per

week and they must provide documenta-
tion for the reduction.

The scheme is administered by the
unemployment insurance fund.

The background to the introduction of
this new scheme was the growing need to
enable 60-66 year-olds to remain in the
labour market, but on a part-time basis.

The scheme should also be seen in the
context of curent demographic changes.
In the coming years the number of per-
sons in the labour force will decline,
while the number of 60-66 year-olds will
increase. There will thus be a growing
need for this age group in the labour
force.

Portugal

Labour Market Integra-
tion of Marginalised and
Socially Disadvantaged
Groups

At the start of 1994 the statistical depart-
ment of the Ministry for Employment
and Social Security (MESS), at the re-
quest of the Diocesan Charity of Lisbon
and within the framework of EU support
programmes, conducted a preliminary
study into the social and occupational
situation of marginalised and socially
disadvantaged groups in a particularly
poor part of the Lisbon Region and the
Tejo Valley.

The area was selected in view of its
above-average rate of unemployment
and the precariousness of the jobs avail-
able there. The study, based on a survey
of families living in the area, aimed to
provide data on the employment situa-
tion of the persons of working age (14
and above); this group represented
around 70% of the total of 1,276 people
interviewed.

Characteristic of the population of
working age is a low educational level:
50% attended school for four years or
less. This is reflected in precarious forms
of employment and in an unemployment
rate of 18.4%, above the national average.
Only 22% of those surveyed were ac-
tively looking for work, indicating wide-

spread discouragement on the part of the
local population. Job search tends to be
by means of contacts within the circle of
family and friends; only 8.3% have re-
course to the employment office.

The main reasons given by respond-
ents for their difficulty in finding secure
employment were the lack of jobs, inad-
equate skills and qualifications, and low
wages. The vast majority of respondents
(92.5%) had not taken part in vocational
training measures, largely because they
frequently do not meet the educational
criteria required. On the other hand,
81.2% of those that had taken partin such
a measure reported a positive impact on
their working life.

Of the measures on offer, an appren-
ticeship (66%) and other forms of basic
training (19%) were chosen most fre-
quently. In sectoral terms the training
focuses on construction, iron and steel
and the metal-working industry.

It can be concluded on the basis of the
study that vocational training measures
are required if marginalised and socially
disadvantaged groups are to be more
fully integrated into the labour market.
However, in view of the low level of
general education of such population
groups, these measures should be pre-
ceded by awareness-building measures,
the provision of basic education and an
improvement in the level of schooling.

Sweden

Introduction to Working
Life for Young People

The programme Introduction to Work-
ing Life is a labour market policy meas-
ure for unemployed youngsters aged
between 20 and 24. It consists of an on-
the-job traineeship lasting up to four
months followed by paid employment
lasting at least six months with the same
employer.

This measure, introduced at the end of
1994 by both law and decree, aims to
promote the integration of young people
into working life, as work experience and
occupational practice are important in
improving their ability to hold their own
on the labour market.

14
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What the measure offers employers

The measure applies to both private and
public-sector employers. The traineeship
period may last up to four months. For
the training to receive approval it is a
necessary condition that the employer
takes on the trainee for a period of at least
six months immediately following the
end of the training period. Under certain
conditions the employment office may
offer the employer a recruitment grant.

If the employment office considers
this desirable, the training period of
young people with a reduced capacity to
work may be extended until their 25th
birthday.

Where possible the training should be
on a full-time basis.

Target group

Unemployed youngsters may partici-
pate in the Introduction to Working Life
measure from 1 July of the year in which
they are 20, subject to the condition that it

Miscellaneous

Denmark

Changes in Leave
Schemes

The Danish leave schemes — which were

had previously proved impossible to
place them in regular employment or
another, suitable labour market policy
programme.

Contractual stipulations

The employment office implements the
measure once agreement has been
reached between the employer and the
trainee. The aim of the agreement is to
ensure that during his/her period of
training the trainee receives schooling,
guidance and practical vocational train-
ing.

In legal terms, no employment rela-
tion exists between the employer and the
young person during the training phase.
However, the employer is responsible for
ensuring thatappropriate work activities
are performed and that the trainee’s time
at the workplace is spent safely and use-
fully.

During training the youngster re-
ceives a training grant of SEK 338 per

The most important changes are the fol-
lowing.

The three types of leave schemes
were pilot projects planned to expire by
the end of 1995. Under the new Act the
parental leave scheme and the training
leave scheme have now been made per-
manent schemes, and the sabbatical

Special Categories of Workers

day. After a period of 12 months this
grant is increased to SEK 475 in the case
of young people with reduced capacity
to work. Those youngsters entitled to
unemployment insurance benefits re-
ceive a training allowance equal to their
benefit entitlement, but of at least SEK
338 per day. The grant is paid by the
unemployment insurance fund subject to
the presentation of an attendance report
by the employer.

The trainee is insured against acci-
dents and death at work, the insurance
covers also compensatory damages for
painand suffering. In most cases the gov-
ernment assumes responsibility for dam-
age caused by the trainee.

During the subsequent period of em-
ployment the employer pays a wage in
accordance with collective agreements.

It is hoped that around 50,000 young
people will participate in the measure.
Participation at this level would incur
financial costs of SEK 3.3 billion.

leave scheme has been prolonged so as
to run until 31 March 1999.

As regards the parental leave scheme,
there is sill a statutory right to 26 weeks’
leave if the leave is taken before the child
is one year old; if the leave is taken at a
later stage this period is reduced to 13
weeks; in both cases it is possible to enter

descrlbe.d in iMi 43 and 45 - have now Table 1: Leaves granted
been adjusted.

The leave schemes were introduced in Week 51 Week 52
connection with the Danish labour mar- Total number of persons granted leave 4,600 2,379
ket reform which came into operation on of which training leave 1,784 706
1 January 1994. There are three types of of which parental leave 1,970 922
leave: of which sabbatical leave 846 751
- training leave
— parental leave
_ sabbatical leave. Table 2: Number of persons on leave
As described in iMi 45, the leave schemes Week 51 Week 52
have become very popular. Tables 1 and Total number of persons on leave 79,659 78,754
2 and Figures 1 and 2 show the take-up of which training leave 23213 23,165
rates and the development in the number of which parental leave 51,237 49,708
of persons on leave in the course of 1994. of which sabbatical leave 5,155 5,876

In December 1994 the Folketing (the of which child-care leave 54 5
Danish Parliament) passed an Act (old scheme)
amending the Act on Leave Schemes.
inforMISEP  no. 49 / Spring 1995 15
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Figure 1: Take-up (leaves granted)
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Figure 2: The number of persons on leave in the course of 1994
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into an agreement with the employer on
up to 52 weeks’ leave.

The allowance granted in connection
with parental leave is reduced from 80 to
70% of the maximum rate of unemploy-
ment benefit, and as from 1 April 1997 to
60%. The municipal authorities may
grant a municipal allowance on top of
this allowance.

The allowance in connection with train-
ing leave continues to be 100% of the
maximum rate of unemployment ben-
efit.

As regards sabbatical leave the allow-
ance is reduced in the same way as the
allowance in connection with parental
leave. Furthermore, the duration of the
sabbatical leave must now be at least 13
weeks and not more than one year. The
persons recruited to replace a persons

on sabbatical leave must have been un-
employed for at least 12 months.

Spain

The National Minimum
Wage for 1995

By means of Royal Decree 2548/1994 of
29 December 1994, the Spanish Govern-
ment has set the national minimum wage
applying to permanent and fixed-term
employment relations and to casual and
domestic employment since 1 January
1995.

The new rates, which representa 3.5%
increase on 1994, were calculated on the
basis of the price index for consumer
goods, average national productivity
growth, the growth of wages as a share of
national income and the overall state of
the Spanish economy. Particular atten-
tion was paid to the Government’s aim of
combating inflation. Wage moderation
has become unavoidable, particularly in
view of the significant fall in employ-
ment rates over recent years. The aim
here is to reduce tensions, enabling the
Spanish economy to benefit to the great-
est possible extent from the current
growth phase. Itis hoped that in this way
a contribution can be made to positive
economic growth in 1995 sufficient to
consolidate the economic recovery and
enable new employment opportunities
to be created.

16
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The minimum wages and salaries in
the agricultural, industrial and service
sectors have been set at Pts. 62,700 per
month for workers aged over 18 and Pts.
41,430 for workers aged below 18. In an-
nual terms the minimum wage, includ-
ing two special payments of 30 day rates,
now amounts to Pts. 877,800 or Pts.
580,020, depending on whether the
worker in question is under or over 18.

Ireland

The Irish Government’s
County Enterprise Initia-
tive

Basis for County Enterprise Initiative

A nationwide network of 35 City and
County Enterprise Boards (CEBs) has
been established by the Irish Govern-
ment to develop indigenous economic
potential and stimulate economic activ-
ity at local level, primarily through the
provision of financial and technical sup-
port for the development of small enter-
prises. The objective of the initiative is to
provide a structured response to the gap
which has been identified in the range of
support services for small and micro en-
terprises. The initiative is distinct from
the programmes of the existing indus-
trial development agencies at national
and regional level. It is designed to tap
into local knowledge, energy and com-
mitment.

The EU context

The County Enterprise initiative is ex-

Commission’s White Paper refers to the
need for co-ordinated action on the part
of all intermediaries (e. g. State agencies,
Chambers of Commerce, local enterprise
groups) so that entrepreneurs can be as-
sisted in overcoming the structural
weaknesses of small businesses.

Composition and structure of CEBs

The composition of the CEBs represents a
partnership between elected representa-
tives, State agency personnel, the social
partners at Jocal level, and local business
and voluntary sector representatives.
Each Board elects its own Chairperson
from among the Directors and will be
empowered to establish its management
structure by engaging executive staff ei-
ther directly or by secondment arrange-
ments with private or State organisa-
tions.

The CEBs, which have been estab-
lished within boundaries defined
broadly in accordance with existing local
authority boundaries, will be given au-
tonomous legal status as companies lim-
ited by guarantee and will operate under
a performance contract to be agreed with
the Department of Enterprise and Em-
ployment.

Evaluation Committees

A special mechanism for the systematic
appraisal of project applications has been
incorporated as a feature of the new ini-
tiative with a specific brief to address the
interrelated issues of deadweight and

Miscellaneous

displacemnt. These Evaluation Commit-
tees have been established to assist each
Board and to make recommendations on
the most appropriate level and form of
assistance for projects, having regard, in
particular, to the prospects for attracting
other sources of funding. They include
persons with banking and accounting
expertise and experience in assessing the
quality, local relevance and cost-effec-
tiveness of project proposals.

Performance indicators

Each CEB will select annual targets and
activity performance indicators which
will form the basis for a comprehensive
statement of quantified objectives and
performance indicators for the County
Enterprise initiative.

Targets

The employment targets for the CEBs
will be achieved through the following:

— a significant acceleration in the estab-
lishment rate of new small businesses,

— the expansion and qualitative devel-
opment of existing micro enterprises;

- the provision, on the basis of local
planning, of “soft” supports (informa-
tion and advice) to small enterprises;
and

— the provision of assistance to commu-
nity groups in undertaking studies
and diagnostic work on the scope for
initiating and supporting the develop-
ment of small local enterprises.

Rough currency conversion rates

One European Currency Unit (ECU) was roughly equivalent to the
following amounts of national currencies (30 March 1995):

pected to be incorporated as one of three Belgium BFR 37.63
sub-programmes within the proposed Denmark DKR 757
Operational Programme for Local, Ur-
ban and Rural Development which is ex- Germany DM 1.83
. Greece DRA 300.41
pected to form part of the Community ) PTA 305
Support Framework for Ireland, 1994 to Spaln 163.
1999. The Programme would build on Finland FM 571
the experience gained from other recent France FF 6.45
local development initiatives such as the Ireland IRL 0.81
LEADER Programme. Italy LIT 2,241
The County Enterprise initiative com- Luxembourg LFR 37.63
bines a number of the features of the Netherlands HFL 2,05
back-up measures proposed in the Com- Austria AS 12.85
mission’s White Paper on Growth, Com- Portugal ESC 192.22
petitiveness and Employment, including Sweden SEK 952
the provision of financial support and United Kingdom UKL 0.81
information for small businesses. The 8 ’
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The American
Employment Miracle

Peter Auer

Europe looks enviously toward the
USA, the land of unlimited employ-
ment possibilities. Whereas very few
new net jobs are being created in Eu-
rope, and no dramatic fall in unemploy-
ment is in sight there, the USA is enjoy-
ing both employment growth and a de-
cline in unemployment. This cannot be
explained in terms of economic growth
alone, butrather is clearly linked to spe-
cificcharacteristics of the American eco-
nomic and social system. Rapid popula-
tion growth and low wages are an im-
portant part of the explanation. Yet all
that glitters is not gold; there are many
unattractive sides to the American em-
ployment system, such that it is neither
possible nor desirable simply to adopt
the “American Model”.

In 1994 employment in the USA again
grew by around 3.5 million; this repre-
sents an annual growth rate of 3.1%. The
service sector accounted for 83.5% of this
growth, although goods-producing in-

dustries also expanded their workforce
by 2.5% (see table 4, p. 20).

This significant employment growth
in a year in which the US economy was
booming —economic growth was around
4% - is by no means a one-off event.
Indeed, it is the long-term ability of the
American economy to create new jobs
thatis sostriking. During the last 25 years
(from 1969 to 1993) non-farm employ-
ment has expanded by more than 40 mil-
lion people, an average of 1.6 million new
jobs each year. Europe, on the other hand,
created just 6.2 million net additional jobs
between 1965 and 1993. Moreover, if al-
lowance is made for the number of work-
ing hours, it is evident that the total vol-
ume of working time in the USA has also
expanded, in contrast to Europe, despite
therelativeimportance of part-time work
there.! Backin 1970 effective annual aver-
age working hours per wage and salary
earner were lower thanin Europe;in 1993
they were, at 1736 hours, higher than in
most European countries.

Analysis of the employment intensity
of economic growth (i. e. the employ-
ment “generated” by each percentage
point of economic growth) between
1970 and 1992 reveals a figure of 1:0.7 in
the USA, compared with just 1:0.11 in

Table 1: Labor force participation by gender, annual averages, selected years, 1969-93 (in

1973 1979 1983 1989 1993

60.8 63.7 64.0 66.5 66.2
78.8 77.8 76.4 76.4 75.2
59.7 61.5 56.2 57.9 53.1
85.2 86.4 84.8 85.3 83.1
95.0 94.4 93.8 93.7 92.6
78.2 72.8 69.4 67.2 66.5
22.7 19.9 17.4 16.6 15.6

44.7 50.9 52.9 57.4 57.9
47.8 54.2 50.8 53.9 499
61.1 69.0 69.9 724 71.3
52.3 62.3 67.1 73.6 74.7
41.1 41.7 41.5 45.0 47.3
8.9 8.3 7.8 8.4 8.2

percent)

Group 1969
Total, 16 years and over 60.1
Men 79.8
16 to 19 years 55.9
20 to 24 years 82.8
25 to 54 years 96.1
55 to 64 years 83.4
65 years and over 27.2
Women 42.7
16 to 19 years 43.2
20 to 24 years 56.7
25 to 54 years 49.1
55 to 64 years 43.1
65 years and over 9.9

Source: DOL (1994a).

* Employment rate: employed + unemployed on population of working age 16 and older.

the (12) member states of the European
Union, whereby overall economic
growth during this period was actually
higher in Europe (81%) than in the USA
(70%). Thus while the fears of “jobless
growth” may well apply to Europe, eco-
nomic growth in the USA is clearly em-
ployment intensive. The employment
rate (employees in work as a proportion
of the population of working age 16 to
64 years) rose from 62% in 1975 to more
than 70% in 1993, whereas in Europe it
declined from 62.8% to 57.9% (cf. table
6). Of decisive importance for this trend
has been the increase in the labour mar-
ket participation rates of women — who
accounted for around 60% of the overall
rise in employment -~ and also the
higher participation rates among
younger persons and particularly older
workers, which, although on the de-
cline, are higher than in Europe (cf. ta-
ble 1).

Only bad jobs?

Critics - such as the Harvard economist
Richard Freeman, and even Labour
Minister Reich himself - claim, how-
ever, that the undeniably high employ-
ment intensity of economic growth in
the USA has its negative aspects. Al-
though, they argue, employment
growth has been satisfactory in quanti-
tative terms, the quality of the jobs cre-
ated often leaves much to be desired.
Just how “bad” (or good) are the jobs
created in the USA really? The view that
the jobs are of poor quality is based
largely on two arguments: firstly, that
the well-paid jobs in the industrial sec-
tor, which has been undergoing restruc-
turing, have been replaced by poorly
paid jobs in the service sector (of which
fast food chains are an example), and
thus that average wages have fallen;
secondly, that the gap between the well-

1 In 1993 17.5% of the US workforce was
working part time, down from 18.4% in
1994. The average for the EU 12 was just
13%, although the figure is much higher in
countries such as Denmark, Great Britain
and especially the Netherlands.
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paid and poorly paid jobs has widened.
After all, an increasingly significant
share of the American labour force be-
long to the “working poor”; i. e. people
whose earned income is insufficient to
place them above the official poverty
line.

With regard to the first argument, ta-
ble 2 shows that in seven of the ten con-
tracting sectors weekly average wages
are above the general average of US-$
428, while in six of the ten expanding
sectors they were below this level.
Sectoral change is leading to a decline in
the rate of real wage growth, a trend
reinforced by declining rates of wage
growth within sectors and enterprises
(Costrell 1988). This trend has been accel-
erating since 1973: between 1948 and
1973 private-sector wages grew by an
annual average of 3.2%; between 1973
and 1979 the rate fell to 0.7% p.a., and
from 1979 to 1993 to just 0.3% (DOL
1994a).2 Thus the figures (incl. fringe ben-
efits) for all wage and salary earners,
including managerialand administrative
staff, show that average wages and sala-
ries do not appear to have actually fallen,
although there has been a sharp drop in
the rate of growth. At the same time,
average wages have indeed fallen for the
approx. 40% of employees in the lower
wage categories — according to the De-
partment of Labour they are below their

Table 3: Employment shares by occupation for workers ages 25-64, 1979-92
Occupation 1979 1989 1992 Percent Percent
change change
1979-89  1979-92
Executive, administrative,
and managerial 11.6 12.8 12.9 12 13
Professional specialty 14.1 14.5 15.1 0.4 1.0
Technicians 3.0 3.8 3.9 0.7 0.9
Sales 7.3 10.1 9.6 2.8 23
Administrative support 18.0 17.0 16.8 -1.0 -1.2
Private household 09 0.6 0.7 -0.2 -0.2
Protective service 1.7 1.9 2.0 0.2 0.3
Other service 9.4 9.6 10.6 0.2 12
Farming, forestry, and fishing 14 1.6 1.7 0.2 03
Precision production, craft,
and repair 136 12.0 11.0 -1.6 -2.6
Machine operators 9.6 7.7 7.5 -1.9 2.1
Transportation and material
moving equipment 5.1 4.6 45 -0.5 -0.6
Handlers, cleaners, helpers,
and laborers 43 3.7 37 -0.6 -0.6

1973 level —which is clear evidence of the
widening gap between low and higher
earned incomes and the dramatic in-
crease in the inequality of earned-income
distribution.®> An example of this is the
drastic increase in the wage differential
between (male and full-time employed)
college graduates and high-school
graduates: in 1974 the former earned 37%
more than the latter; by 1992 the figure
was74%. Moreover, according to Depart-
ment of Labour figures (Reich 1993),
around 18% of all full-time employees
were working for less than the poverty-
line income for a four-person household

Table 2: Average weekly wages in 1989 of the 10 industries with the largest employment
gains and the 10 industries with the largest employment declines over the 1979-89 period

Change in employ-
ment 1979-89
(in thousands)

Average weekly
wage in 1989
(in US-Dollar)

Top 10 growing industries
Business services

Health services!

Eating and drinking places
Food stores

Special trade contractors’
Social services

Miscellaneous retail

Durable goods distribution’
Transportation and public utilities!
Hotel and other lodging places

Top 10 declining industries

Primary metal industries'
Machinery, except electrical'
Fabricated metal products!
Railroad transportation!

Apparel and other textile products
Textile mill products

Heavy construction’

Bituminous coal and lignite mining'
Stone, clay, and glass products'
Leather and leather products

2,882.8 354
2,642.5 723
1,856.8 154
9727 242
847.3 464
655.6 239
636.0 267
615.0 581
569.0 556
543.6 239
-471.4 617
-339.3 608
-272.4 508
-261.5 440
-212.8 283
-159.0 367
-128.9 553
-116.3 721
-105.8 513
-105.0 317

Source: DOL (19%4a, p. 13).

1 Industry with above average weekly wages.

(US-$ 14,763 in 1993), and the minimum
wage is now worth 30% less than in 1968.

Also good jobs

Despite growing inequality, it would be
incorrect to assume that the American
“job machine” had only generated
poorly paid jobs. Analysis of the distri-
bution of employment across economic
sectors shows that, although the major-
ity of new jobs have been created in sec-
tors paying low — below the median -
wages, if occupational categories are
taken as a point of reference, it is appar-
ent that most jobs (around two thirds)
were created in the higher and middle-
range occupational categories (manage-
rial staff, professionals, technicians, etc.)
paying higher average wages (cf. table
3). Managerial staff in business and ad-
ministration, and professionals now ac-
count for around 27% of total employ-
ment; in 1970 the figure was just 20%.
Unskilled and semi-skilled blue-collar
workers, on the other hand, declined as

2 Although these data are not above contro-
versy — they are based on “real hourly com-
pensation in the business sector”, and cover
wages, salaries, fringe benefits such as bo-
nuses and tips, and social insurance contri-
butions - all the various wage indicators
(average weekly wages, hourly wages of
industrial workers, etc.) exhibit the same
trend of declining rates of wage growth,
with slight differences in the percentage
figures between indicators (cf. DOL 1994c,
p-49 ff.).

3 This is true of both men and women. The
wage differentials between men and
women have narrowed over time, however.
Between 1979 and 1992 the wages of women
in full-time employment rose by 15.3%,
while male wages fell by 3.1% (effective pay
in real terms for full-time employees aged
between 25 and 64).
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a proportion of total employment from
21% in 1972 to 14% in 1993. In the
course of the current upturn, the rela-
tive importance of “good” gobs has in-
creased further; since January 1994, 72%
of the net new jobs created were for
managerial staff or professionals, whose
incomes are substantially above aver-
age. Moreover, in 1994 more jobs were
created in the better-paid sectors than in
the five previous years together.*

The decisive factor behind this is the
growth of service sector employment;
by 1993 the service employment as a
share of the total was around 12 per-
centage points above that in the EU (cf.
table 6). Net employment growth is due
entirely to the service sector, in which
around 80% of American workers are
now employed (cf. figure 1), whereas in-

dustrial employment has actually de-
clined (table 6).> Growth has been par-
ticularly strong among producer serv-
ices, health services, retail trade (which
includes restaurants), social services,
etc. (cf. table 2).

In conclusion, while employment
growth in the USA has clearly been ex-
traordinarily strong; in view of the grow-
ing inequality between the upper and
lower wage categories and the declining
real wages of those in the lower catego-
ries, the overall trend must be seen as
ambivalent and renders the American
society more and more polarised.

Unemployment

To start from an historical perspective,
the unemployment rate in the USA was
above that in the EU until about 1980.

Table 4: Nonfarm payroll employment by major industry, 1969 and 1993 annual averages

Industry 1969 1993 Dezember 1994
Number Percent Number Percent Number Percent
Total nonfarm employment 70,384 100.0 110,525 100.0 115,092 100.0
Goods-producing industries 24,361 346 23,256 21.0 23871 20.7
Mining 619 09 611 0,6 595 0,5
Construction 3,575 5.1 4,642 42 5,041 44
Manufacturing 20,167 28.7 18,003 16.3 18,235 15.8
Service-producing industries 46,023 654 87,269 79.0 91,221 79.3
Transportation and public
utilities 4,442 6.3 5,787 5.2 5,906 5.1
Wholesale trade 3,919 5.6 5,958 5.4 6,127 5.3
Retail trade 10,785 153 19,717 17.8 20,710 18.0
Finance, insurance, and
real estate 3,012 5.0 6,712 6.1 6,793 59
Services 11,169 159 30,278 27.4 32,521 28.3
Government 12,195 17.3 18,816 17.0 19,164 16.7

Source: DOL (1994a); Bureau of Labor Statistics, 1995.

Goods-
producing

Private service-
producing
1945

Figure 1: Percent distribution of total non-farm employment in goods- and service-
producing industries and government, annual averages, 1945 and 1993

Government

Private service-
producing

Source: Bureau of Labor Statistics, Current Employment Statistics Survey.

Goods-
producing

Government

1993

Although it rose in both regions until
1983, once the recession of the early
1980s had been overcome it fell more
rapidly and to a greater extent in the
USA. Despite the sharp rise resulting
from the recession at the start of the
1990s, it again fell far more quickly and
substantially than in Europe (cf. figure
2). In December 1994 the unemploy-
ment rate was down to 5.4%, from 6.4%
a year earlier.® Unlike in Europe, there
has been no “ratchet effect” — i. e. at the
start of each recession unemployment is
at a higher initial level than in the previ-
ous downturn — in the USA.

Among young people the incidence
of unemployment is higher than aver-
age. Compared with the annual-average
overall rate of 6.8%, the figure for 16-24
year-olds is as high as 13.3%. The unem-
ployment rate among black workers is
2.5 times as high as for whites, with
Hispanics also suffering to a greater ex-
tent from joblessness. The unemploy-
ment rates are also higher for people
with low educational qualifications —
who often come from these ethnic
groups. Young blacks, in particular, are
badly affected by unemployment: in
1993 their unemployment rate of 39%
compared with 16.2% for whites, and
26.2 for Hispanics of the same age
group.

Until the start of the 1980s, female
unemployment had been higher than
that for men. Structural change towards
the “service society”, however, involving
the contraction of industrial sectors in
whichadisproportionately large number
of men worked, has meant that male un-

4 Tt should be noted, however, that “good”
jobs are defined here purely in terms of the
fact that they are found in higher wage
categories compared to the median wage.
Thus, factors such as job security, working
conditions and the distribution of wages
within the various wage categories are not
taken into account.

5 Although the statistical definitions differ
from country to country (repairs, for in-
stance, are counted as part of the service
sector in the USA, but in Germany ascribed
to manufacturing industry), even if allow-
ances are made for such discrepancies, serv-
ice sector employment growth and shares
remain higher in the USA: according to
calculations by Appelbaum and Schettkat
around two percentage points (1987) would
have to be added to the German service
sector to render it comparable.

6 According to the new mode of calculation,
the unemployment rate at the end of 1993
was even 7% and fell during the course of
1994 from 6.7% in January to the figure of
5.4% calculated using the new method.
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Figure 2: Unemployment in the Community (percentage of the civilian labour force)
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Source: European Commission (1994c).

Table 5: Alternative unemployment indicators, U-1 to U-7, nine countries, 1989' (in
percent)

Indi- EU

USA Canada Japan Sweden
cator F D I NL UK
Both sexes
U1 12 3.1 1.1 0.5 8.1 4.6 73 6.9 5.2
U2 24 39 0.4 0.7 4.1 1.7 0.6 1.1 1.5
U-3 40 6.6 1.7 1.0 8.1 5.8 4.3 7.6 6.6
U4 49 7.4 1.6 14 10.4 5.3 8.0 6.9 8.0
U5 53 75 22 1.4 9.7 5.8 7.8 838 7.4
U6 72 9.5 2.8 34 10.9 6.0 10.0 11.8 87
u-7 79 9.9 7.2 3.8 11.1 Q] 15.8 12.6 9.3
Men
U1 14 31 1.1 0.6 6.0 3.7 5.1 55 59
U2 29 44 0.5 0.6 3.6 1.6 0.6 12 2.0
U3 39 6.1 1.3 1.0 6.1 45 29 57 6.7
U-4 48 7.0 1.6 1.3 7.9 4.6 55 6.4 7.9
U5 52 7.3 1.9 1.4 74 46 54 6.9 77
U6 68 82 22 2.1 8.1 438 7.1 8.2 8.3
U7 73 8.6 3.8 2.4 8.1 Q] 10.0 85 8.8
Women
U1 1.0 31 1.2 0.5 10.7 6.0 11.4 9.0 44
U-2 18 32 0.2 0.7 4.8 1.9 0.6 1.1 0.9
U3 42 7.3 2.0 1.1 10.6 7.9 7.0 11.1 6.5
U4 51 79 1.7 14 14.5 6.8 13.2 79 8.1
U5 54 7.9 28 1.5 12.6 75 12.0 119 7.1
U6 79 11.1 3.7 5.1 14.9 8.2 15.8 19.1 9.4
U7 87 11.7 123 5.6 15.3 ©) 26.1 20.7 9.9

1 February 1990 for Japan.
2 Midpoint of range of estimates.
3 Not available.

Note:

U-1: long-term unemployment rate;U-2: job loser rate; U-3: adult unemployment rate; U-4: full-time
unemployment rate; U-5: conventional measure; U-6: rate encompassing persons working part time for
economic reasons; U-7: rate U-6 plus discouraged workers. Source: Compiled by Bureau of Labor Statistics
from labor force surveys for each country.

Source: Monthly Labor Review, March 1993.

Legend:

U-% Long-duration unemployment rate: Persons unemployed 13 weeks or longer, as a percentage of the
civilian labor force.

-2 Job loser rate: Job losers, as a percentage of the civilian labor force.

-3 Adult unemployment rate: Unemployed persons aged 25 and over, as a percentage of the civilian

labor force aged 25 and over..

: Full-time unemployment rate: Unemployed full-time jobseekers, as a percentage of the full-time

labor force.

Conventional unemployment rate: Total unemployed, as a percent of the civilian labor force.

Rate encompassing persons working part-time for economicreasons: Total full-time jobseekers, plus

half of the part-time jobseekers, plus half of the total number of persons working part time for

economic reasons, as a percentage of the civilian labor force, less half of the part-time labor force.

U-7 Rateaddingdiscouraged workers: U-6 plus discouraged workers inthe numeratorand denominator.

employment has been about as high as
female during the 1980s.

Particularly striking is the very low
level of long-term unemployment in the
USA: at 12% of the unemployed, the
American figure is far lower than the
European average of over 40%. This is
shown by table 5, which summarises al-
ternative indicators of unemployment.
Indicator Ul, the long-term unemploy-
ment rate (those out of work for 13 weeks
or more), in particular, is very much
lower than in the European countries.

More permanent lay-offs

Although the USA has also fared better
than Europe with regard to unemploy-
ment, new trends are emerging which
imply, if not a departure from earlier
practices, at least a shift within the em-
ployment system that will lead to new
policy approaches (and to some extent
has already done so). Compared with
earlier recessions, the most recent
(1990/91) was characterised by the fact
that, although unemployment rose less
sharply overall, it rose over a longer pe-
riod. Previously it fell very quickly at
the start of economic upturns; this time
it continued to rise for more than one
year after the end of the recession. A
further characteristic was the trend to
permanent — rather than temporary —
dismissal (DOL 199%4a, pp. 35 ff.). Rela-
tively few employees were made redun-
dant temporarily, whereas the rise in
the number of those made redundant
permanently was just as large as in pre-
vious recessions. Thus an unusually
large number of people entering unem-
ployment have no prospect of returning
to their former jobs (figure 3).

The explanation offered for this trend
is that the job losses in manufacturing
industry — which makes greater than
proportional use of temporary lay-offs —
were less severe than in previous down-
turns, and that even in the sector a
greater proportion of redundancies
were permanent this time. Even in those
areas — such as retail trade — where the
majority of lay-offs during a recession
tend to be permanent, the proportion of
permanent lay-offs was greater than in
earlier recessions. Almost the entire net
increase in the number of unemployed
who had previously been in employ-
ment” was due to those that had been
made redundant permanently; their
share of the overall unemployment fig-

7 Whose share of total unemployment rose
from 36% in 1969 to 54.6% in 1993.
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Other Job Losers
56%

 Onlayoff
 (expecting recall) 4

Average for Four Prior Recessions

endpoints.

Figure 3: Unemployed not expecting to get jobs back

Note: The National Bureau of Economic Research has determined that the recent recession began in July
1990 and ended in March 1991. However, the July 1990-June 1992 period is used for the comparison with
earlier recessions because the number of job losers did not peak until June 1992, well past the official
endpoint of the recession. In prior recessions the peak in the number of job coincident with the official

Source: DOL, Bureau of Labor Statistics, Current Population Survey.

Other Job Losers

Recent Labor Market Contraction
Juli 1990-Juni 1992

ure remained relatively high during the
1993 upturn.

According to the Department of La-
bour it is evident that the pattern of lay-
offs during the last recession reflected not
merely a period of cyclical demand weak-
ness, but also a “fundamental change in
the way firms are managing their labor
resources” (ibid., p. 38).

Intensified pace of structural change

This change on the labour market has
been reflected only to some extent in un-
employment stock data. Yet these
changes are clearly reflected in surveys
of the so-called “displaced workers” —
employees aged over 20 who have lost
their job due to plant closure, relocation
or lack of work. In 1991/92 around 5.4
million people were displaced by struc-
tural change (4.8% of total employment).
Although this percentage figure was
lower than in the 1981/82 recession
(5.7%), in view of the scale of the decline
in employment it ought to have been
even smaller: between December 1990
and February 1992 the level of employ-
ment fell by just approx. 0.9 million
(0.8%), compared to 2.8 million, or al-
most 3% in 1981/82. Although this
shows the dynamism of the US labour
market, it is also evident that the job se-
curity previously provided by many
firms in the USA — one need only think of
large companies such as IBM - can no
longer be maintained, and that the tradi-
tional system of short-term lay-offs fol-
lowed by subsequent recall clearly does
not function quite as it did.

This is linked to structural change.
Fewer jobs were shed in the industrial
sector in 1991/92 than in 1981/82, but
more in the service sector, e. g. in finan-
cial and insurance services. Even mana-
gerial and administrative staff — in many
ways the “winners” of structural change
— experienced higher displacement rates
this time.?

These labour market developments,
which were interpreted as marking a de-
cline in the opportunities to enter or re-
enter the US labour market, led to the
attempt by the Clinton Administration to
introduce reforms. However, only some
aspects of reform were in fact imple-
mented, as the comprehensive reform
package under the Reemployment Act
1994 encountered parliamentary resist-
ance and was rejected by the 103rd Con-
gress (despite its then Democratic major-
ity).

Reform initiatives

The Reemployment Act was based on the
analysis of the American labour market
described above. On this view, structural
change in the US economy has acceler-
ated, and human resource management
by firms has undergonealasting shift. Yet
the American unemployment insurance
system and personnel management in
many firms are clearly oriented to cyclical
crises and are ill-prepared for structural
crises. The US employment system must
adjust to the changing conditions. The
prevailing elements of the system were
until recently as follows: temporary lay-
offs with a recall system based on senior-

ity (“last in, first out”) and job classifica-
tions (the unemployed are reinstated in
the same jobs they held prior to dis-
missal); a relatively short duration of un-
employment benefit (usually 26 weeks,
whereby 60 to 70% of the unemployed do
not use up their full entitlement, exten-
sions are possible; see box: Unemploy-
ment Insurance in the USA, p.25). How-
ever, several of these elements are no
longer functioning as they used to, lead-
ing to a need for change throughout the
system. An unemployment insurance
system oriented to short-term labour
market problems is inappropriate to the
rising number of permanent lay-offs and
long-term unemployment.” Although the
so-called “extended benefits” mean that
the duration of entitlement can, in princi-
ple, be extended, they perform a sort of
“emergency function” and thus consti-
tute part of an employment system that is
at heart oriented to short-term labour
market problems. Reduced job security in
firms and increased demands on indi-
vidual workers in terms of occupational
mobility and life-long learning are a part
of this change. Yet therecall system based
on seniority and job classifications is no
longer in tune with the requirements be-
ing made of workers in terms of skillsand
functional mobility."

The idea underpinning the reforms is
not to extend the period of entitlement to
unemployment benefits, but rather to tai-
lor job placement and vocational training
programmes to the aim of rapid labour
market re-entry, particularly for those
made redundant whose reemployment
chances are low. At the same time, unem-
ployment-insurance funding is to be
made available to offer such individuals
vocational training measures lasting up
to one year. One of the aims of the
Reemployment Act was to consolidate

8 Even in the far deeper recession of 1981-82
the displacement rate was just 3.9% for “ex-
ecutive, administrative and managerial”
staff and “professionals” compared to the
figure of 5.0% in 1991/92.

9 The proportion of the unemployed regis-
tered for longer than 27 weeks is increasing
as is that of those benefit recipients — so-
called “exhaustees” — whose entitlement
expires while they are still out of work. In
the mid-1970s such people accounted for
between 20 and 30% of the unemployed;
since then the figure has been between 30
and 40%, and the trend is up (ACUC 1994).
Compared with the figures for European
countries, on the other hand, long-term un-
employment in the USA is still low.

10 This system of job classifications is already
“history” in many firms.

22

inforMISEP  no. 49 / Spring 1995



the programmes for dislocated workers -
there are currently six programmes, each
one based onadifferent reason forredun-
dancy — and in more general terms the
reform is to be seen as an attempt to
“activate” passive benefits by providing
rapid support to enable the unemployed
to re-enter the labour market. The pro-
posed Act also envisaged measures to
prevent redundancies, such as the na-
tionwide introduction of the short-time
working provisions in operation in a
number of states and the (restricted) use
of unemployment-insurance funding for
preventive vocational training for those
still in employment.!

Although the reform package as a
whole was rejected by Congress, a
number of sections of the reemployment
law were in fact implemented. In addi-
tion, individual states have implemented
some of the reforms at state level.

Some elements of the arguably most
important focus of the Clinton Adminis-
tration (and his labour minister Robert
Reich), the improvement of education
and training of the labour force, were also
implemented, with incentives estab-
lished for life-time learning, and greater
security offered those changing job
through the certification of vocational
know-how. Of particular note in this con-
text are the efforts made by the Clinton
administration to introduce a form of
apprenticeship training similar to Ger-
many’s “dual vocational training” sys-
tem.

Within the framework of the North
American Free Trade Agreement
(NAFTA), workers losing their job as a
result of NAFTA were permitted to use
unemployment benefits as a transitional
allowance to set themselves up in self-
employment (NAFTA Worker Security
Act, Public Law 103-182, 8.12.1993). The
programme is limited to a period of five
years; the duration of individual partici-
pation and the level of compensatory
benefits are in accordance with federal
state unemployment insurance systems
(see box “Unemployment Insurance”). A
maximum of 5% of benefit recipients may
participate. In line with a practice com-
mon in the USA, “demonstration
projects” were first implemented in indi-
vidual states (Massachusetts and Wash-
ington). These showed that “self-em-
ployment is a viable reemployment op-
tion for some unemployed workers”
(DOL 1994b, p. VIID).

In addition, the so-called “Worker
Profiling and Reemployment Services

System” (Public Law 103-152, November
1993) was implemented. Under this
measure all federal state unemployment
insurance institutions are obliged to ex-
amine all those made redundant perma-
nently and claiming unemployment sup-
port with respect to their reemployment
chances, and - if they are in danger of
becoming long-term unemployed — to
offer them reemployment services (coun-
selling, tests, information, job-search
seminars and job clubs). Such profiling is
a requirement for entitlement to unem-
ployment insurance benefits.

Other elements that have been intro-
duced are oriented more toward voca-
tional training. 1993 saw the introduction
of the “School-to-Work Opportunities
Act”, which provides for a number of
support measures relating to the transi-
tion from school to working life (develop-
ment and redeployment support, special
help for poor areas, etc.). Also envisaged
is the development of national standards
for the evaluation of effective systems of
supporting the school-to-work transi-
tion. The programme as a whole relies
heavily on the participation of local deci-
sion-makers and links up with existing
programmes such as “Apprenticeships
for Young People”, “Co-operative Train-
ing”, etc. The school-to-work initiative
was started under President Bush, the
dual aim being to make school education
better suited to the demands of working
life and to raise the general standard of
education.

These objectives are also the focus of
the “Goals 2000: Educate America Act”
passed in March 1994. In similar fashion
to the National Vocational Qualifications
in Great Britain, sectorally and occupa-
tionally specific qualification standards
are to be developed and tests established,
with the aim of granting certificates that
take account of the occupational experi-
ence of employees. It is hoped that this
will make it easier for firms to select la-
bour, as the certificates will indicate skills
held by a given worker. For employees,
on the other hand, the standards, evalu-
ated on various levels, offer the possibil-
ity of continuous further training, with a
certificate granted for each stage com-
pleted. The system, which, although rely-
ing totally on the voluntary participation
of both employers and employees, re-
ceives government financial support,
will render labour mobility if not easier
then atleastlessimponderable. As part of
the measure a National Skill Standards
Board has been set up.

Reemployment Act 1994

The main measures proposed by the
Act were as follows:

— Early identification of factors ob-
structing placement for indi-
vidual workers.

— The possibility of using unem-
ployment support benefits for
(long-term) further training.

— “One-stop-shopping”: bringing
together the entire range of labour
market services (counselling,
placement, labour market pro-
grammes, unemployment sup-
port) under one roof.

— Individual reemployment plans.

— Development of a national labour
market information system.

— Programme consolidation.

— Reemployment bonus for unem-
ployed persons quickly finding
new employment on their own
initiative.

- Nationwide introduction of short-
time working.

— The possibility of using unem-
ployment support benefits to set
up new businesses.

Thus certain elements of the reform
have either been passed by the legislature
or implemented as far as possible by ad-
ministrative means. It seems, however,
not least in view of the decisive shift in
majorities in both chambers of Congress,
that it will be impossible to push through
a comprehensive reform, one based on a
clear analysis of what is really occurring
on the labour market, in the near future.
The generally more conservative orienta-
tion of American politics and the return
to “American values” mean that the ac-

11 Not only these policies oriented to the inter-
nal labour market, but also the “interven-
tionist” approach taken by President
Clinton and his labour minister Reich have
been criticised, particularly by conserva-
tives, as “Europeanising” or even “Ger-
manising” America. A good example is the
article by D. Gitlitz in the National Review (11
July 1994) entitled “The Reich Reich”.

12 Buechtemann, Schupp and Soloff (1993)
point out the different labour market entry
pathsin Germany and the USA (in the latter
linked to high “drop-out rates” and high
youth unemployment); they identify many
arguments in support of the need for a sys-
tem of medium-level vocational training,
while at the same time pointing out the
difficulties involved ininstitutional innova-
tion in a highly decentralised administra-
tive system such as exists in the USA.
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tive labour market policy measures, with
their European origins, stand little
chance of being implemented.

Another reform project of the Clinton
Administration will also prove very diffi-
cult to implement: the “activation” of so-
cial benefit. According to the 1994 pro-
posal for a “Work and Responsibility
Act”, the AFDC (“Aid to Families with
Dependent Children”) programme, with
around 5 million benefit recipients the
largest welfare programme in the US, is
only to be paid as a “passive” transfer
benefit for a maximum of two years
(which may be split up into a number of
shorter entitlement periods). Subse-
quently, benefits will be conditional on
participation in a work or training pro-
gramme. In order to ensure that such
work and training places are in fact avail-
able, “JOBS (“Job Opportunities and Ba-
sic Skills”), a programme for social ben-
efit recipients that has been in existence
since 1988, is to be extended, while an
additional, job-creation programme
known as “WORK” is to be set up. Both
programmes willleave federal states sub-
stantial scope to determine the precise
form in which they are implemented in
each state.

In this case, too, conservatives have
put forward alternatives. The Republi-
cans, who gained the majority in both
Houses in the November 1994 elections,
want to see a rapid transition to paid
employment, and propose that after two
years’ benefit, entitlement should only be
in return for labour services (“work-
fare”), without employment or training
programmes. Indeed, some right-
wingers have called for all benefits for
single mothers aged less than 21 to be
abolished, the children to be placed in an
orphanage and the mothers in homes for
single mothers.

Less in the light of public attention
have been the significant increases,
passed in 1993, to the Earned Income Tax
Credit, introduced back in 1975, under
which families with an annual earned
income of less than US-$ 24,000 not only
obtain a credit for a tax rebate, but actu-
ally receive this sum “in cash”; the
amount is degressive and its level de-
pends on the level of income up to the
ceiling of US-$ 24,000. It is estimated that
this will raise the annual income of up to
10 million people by up to US-$ 4,000.

It is thus apparent that, despite the
“employment miracle”, recipients of
“passive” transfer benefits have very
much become a focus of attention for

Table 6: Key Labour Market Indicators USA and EU 12

1975 1993 Change
in % 1975/93
EU USA EU USA EU USA

1. Total population 3124 2204  331.6! 258.2 6 17
2. Population of

working age* 197.9 153.0 222.3 193.6 12.3 26
3. Employment 124.3 85.8 128.8 119.3 3.6 39
4. Unemployment 53 7.9 15.8 8.7 200 10
5. Unemployment rate 4.1 8.5 10.5 6.8 156 -20
6. Employment rates?
3+4/2 65.4 61.2 65.0 66.1 - -
3/2 62.8 56.1 57.9 61.6 - -
standardised OECD (65.4) 68.4 (65.0) 76.8 - -
standardised EU* 62.8 (63" 579 70.7 -8 12
7. Distribution of employment

between industry and services
Industry 43.6 29.3 32.8 21.0 -25 -28
Services 56.4 70.6 67.2 79.0 19 12

2 EU: 15-64; USA: 16 and over.

employees and unemployed).

5 Estimates.
6 Definitions not standardised.

1 Austria, Finland and Sweden are not included in this table.

3 USA: with respect to population aged 16 and over capable of work, standardised: for
both EU and USA with respect to population aged 16-64 (denominator includes

4 Employment in Europe, 1994; denominator includes only employees.

Sources: European Commission (1994a; 1994b); DOL (1994a); OECD (1994).

the reform aims of the Clinton adminis-
tration. So far, the main difference be-
tween the proposal made by the Demo-
crat President and that of the Republi-
cans has been that under the former
parallel, active labour market policy
measures are to be implemented at the
same time that the entitlement period is
to be cut. Labour market programmes
or increases in net incomes by means of
tax concessions are to help people es-
cape from the dependence on passive
benefits, or from a “poverty trap” which
can arise where earned income is below,
or only marginally above the level of
transfer benefits, so that it “doesn’t pay
to work”. Yet so far these measures
have not enabled a large proportion of
those falling under the poverty line to
resurface above it (cf. footnote 16).

Poor Americans, rich Europeans?

The USA has experienced an “employ-
ment miracle”. Although many low-
wage jobs have been created, a signifi-
cant, and growing number of the employ-
ment opportunities are of medium to
high level. Even critics of the American
“employment miracle” such as Bluestone
and Harrison, having revised the data
they had originally presented, now take
the view that the low-wage jobs, al-
though growing in absolute terms, ac-
count for only around one third of the
employment opportunities created be-
tween 1979 and 1986 (the period they

analysed). The medium to high quality of
the jobs is, however, subject to the caveat
that, although data are available on occu-
pational categories (whichcanserveasan
indicator of status} and on (declining)
average wages, no data are available on
the duration of such jobs, or on working
conditions (holiday entitlements, social
security, etc.). In terms of such benefits, a
typical European is much better off. Av-
erage annual holiday entitlement in the
USA, for example, was just 12 days (1992)
compared with around 28 days in Europe
(Die Zeit, 17.9.1993).

At the same time, it would be wrong to
assume that although less jobs are being
created in Europe, they are generally al-

13 These values can be best summarised in
terms of self-reliance, radical individualism
(or radical subsidiarity), and belief in one’s
own strength, including a critical attitude
towards government (and particularly cen-
tral government).

14 Under President Reagan it was decided that
ADFC entitlement was to be conditional on
“proof” of willingness to work by partici-
pating in a work or training programme.
Each state was to implement a JOBS pro-
gramme by 1992. However, in 1994 only
approx. 15% of potential participants were
actually participating; 87% of which took
education or vocational training or visited
job-search seminars, etc., as against just 4%
in the “Community Work Experience Pro-
gramme”, a genuine “work-fare” pro-
gramme (US House of Representatives,
1994).
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Unemployment Insurance in the
USA

The unemployment insurance scheme,
set up in 1935, is administered jointly
by federal and state governments,
whereby itis the latter that are themore
important actor. In the early 1990s,
more than 90% of all employees are
insured, although on average just 43%
are entitled to benefit. The entitlement
criteria are based on the duration of
prior employment and minimum in-
comes; these vary considerably, how-
ever, from state to state, as do contribu-
tion and benefit levels, as federal states
enjoy great flexibility in setting such
conditions.

There are three different benetfits:

1. The regular state unemployment in-
surance benefit;

2. the extended benefits financed
jointly by federal and state govern-
ment; and

3. the fixed-term federal emergency
unemployment programime.

The standard unemployment insur-
ance benefit is financed out of em-
ployer contributions. These amount on
average to just 0.8% of gross income
and around 2.2% of the income thresh-
old, which is currently around US-$

7,000; this average conceals the consider-
able variation in rates between states,
from 1.95% (3.51%) in Rhode Island to
0.4% (0.60%) in South Dakota; on top of
this comes a federal contribution of usu-
ally 0.80% up to the income threshold.
The benefits are generally available for a
maximum of 26 weeks. Theaverage wage
compensation rate is around 35%; it, too,
varied (1992) sharply between 27.5% in
California and 49.5% in Hawaii. The av-
erage weekly benefit amounted to US-$
83 in Puerto Rico and US-$ 239 in Hawaii.

The extended benefits are based on the
standard benefit but are granted for 13
weeks longer. This extension is granted if
the insured unemployment rate in the
state in question has been in excess of a
certain level over the longer term. A com-
mission charged with reform in this area,
the Advisory Council on Unemployment
Compensation, has pointed out that this
rate varies with the eligibility criteria.
Given that practically all states have
tightened eligibility, there has been a dra-
matic decline in the number of states in
which this benefit could be drawn. An
additional reasons behind this develop-
ment, however, is the existence of the
federal emergency unemployment pro-
gramme, which is wholly financed by

federal government and provides ben-
efits of varying duration (the average
was also 13 weeks, so that during the
last recession the maximum duration
of all benefit entitlement was 39 weeks,
whereas in previous recessions ben-
efits could be drawn for a maximum of
65 weeks). This benefit is granted by
Congress as a transitional measure
during recessions (the most recent
“Emergency Programme” ran from
November 1991 to February 1994). Be-
cause this programme works out
cheaper for state governments than the
jointly financed extended benefits,
scarcely any states have granted ex-
tended benefits since 1981.

An additional feature of the US un-
employment insurance system is the
so-called “experience rating”, which
means that the level of contributions is
determined partly by the extent to
which firms have had recourse to the
insurance scheme in the past. There-
fore, industries with frequent lay-offs
pay higher rates: for example, contri-
butionratesin 1991 varied from 3.5% in
construction to 1.5% in finance, insur-
ance and real estate. However, because
of rate ceilings there is still some inter-
industry cross-subsidisation.

Sources: ACUC 1994; Schmid ef al. 1992

ways of better quality. It must be recog-
nised that a significant proportion of net
employment growth in Europe has oc-
curred in the areas of part-time, fixed-
term and agency work. For example, of
the jobs created in the USA between 1991
and 1993, around 70% were full-time,
whereas in Great Britain the number of
full-time employees declined, and only
part-time employment expanded during
the 1993 economic recovery (OECD
1994). In the Netherlands, a European
“job machine”, too, job growth has been
almost exclusively in part-time employ-
ment relations. Clearly, there are sub-
stantial variations within such a hetero-
geneous continent as (EU) Europe, but
everywhere — not least linked to rising
female participation rates — such forms of
employment have expanded dispropor-
tionately, and in the 1990s can no longer
be considered “atypical”. Comparisons
with respect to the “working poor” are
rather more difficult, although the Euro-
pean Commission report “Employment
in Europe” (European Commission
1994b) suggests that this is far from being

an exclusively American phenomenon.
According to the Commission, in 1988 an
average of 10% of all households had at
least one member in employment and yet
were still under the poverty line'” (i. e.
their disposable income was less than
50% of the average disposable income of
all households); this average conceals a
wide variation between 19% and 16% in
Portugal and Italy respectively, and 4%
and 3% in the Netherlands and Denmark.
Thus it appears that the southern Euro-
pean countries also have large numbers
of “working poor”. The contrast is more
pronounced, however, between the
highly developed European welfare
states and the USA: the general incidence
of poverty (proportion of the population
whose income is less than 40% of median
income), for example, was (1984) 2.8% in
Germany, 4.8% in France, 52% in Great
Britain, but 13.3% in the USA. According
to the American Census, by 1993 the pov-
erty rate had increased to as high as
15.1%, in spite of economic and employ-
ment growth.™

Americanisation of Europe or
Europeanisation of America?

Despite the undeniably greater incidence
of poverty inherent in the American sys-
tem and the pronounced - and increasing

151In view of the fact that poverty lines are
defined differently in different sources, the
definition used in each case will be indi-
cated in the following discussion. Three dif-
ferent criteria are used: an income-based
concept (less than 40% of median income,
less than 50% of average income) and a
spending-based concept (less than 50% of
average household spending). Thejustifica-
tions offered for, and the advantages and
disadvantages of the various concepts can-
not be discussed further here.

16 This is closely linked to differences in the
social security systems. If social benefits are
excluded from the calculation, the propor-
tion of all households that are under the
poverty line (defined as less than 50% of
average income) is around an average of
40% for the EU 9, whereas the figure for the
USA is just 35%. Once transfer benefits are
included, however, this average falls to
around 12% in Europe, whereas in the USA
it remains at the high level of 25% (Euro-
pean Commission 1993; 1994).
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- inequality of income distribution (and
its social knock-on effects, such as crime
levels), the American employment mira-
cle is certainly remarkable.'” Can Europe
learn from this example? For this to be
possible, one must first clearly establish
the reasons behind the expansion of em-
ployment. Economists have generally
put forward two reasons: the first is
linked to the fall in real wages and the
opportunities for low-wage jobs (e. g.
Bishop 1987; Freeman 1992); the second
to the pressure emanating from the sup-
ply side of the labour market, from the
growth of the population of working age
(again Bishop 1987; Schettkat 1994;
Layard 1994; cf. also table 6). Other rea-
sons have also been propounded: less
labour market regulation (e. g. with re-
spect to dismissal protection), shorter
periods of entitlement to transfer benefits
and generally lower benefit levels (the
burden of social insurance contributions
isalsoaround 10 percentage points below
that in Europe). It can scarcely be denied
that the combination of strong demo-
graphic expansion (reinforced by an im-
migration policy)®, lower wages and the
limited scope to draw transfer income as
an alternative to earned income, the con-
stellation characteristic of the USA, are
from both the demand and supply side
likely to lead to higher employment
growth than relatively high wages (in the
low-wage area), slow demographic
growth (reinforced by a restrictive, or the
lack of an immigration policy), tighter
labour market regulation and the exist-
ence of alternatives in the form of transfer
income typical of many countries in Eu-
rope. At the same time this also generates
greater inequality and a higher incidence
of poverty within society. It no longer
seems possible to have the one (strong
employment growth) without the other
(growing inequality and poverty). Even
so, Europe is attempting not to go right
down the American path: low earned
incomes are not themselves to be cut, but

17 This view is also expressed by Schettkat: “It
is less the unemployment trend in the USA
than the enormous growth of employment
there that deserves the attention of econo-
mists” (Schettkat 1994, p. 363).

18 In Europe, where national population
growth is low, a discussion about an active
immigration policy with possible positive
effects on the economy is pending. Bishop
(1987, p. 24) contended that the solution for
low European employment growth is cer-
tainly not the copying of the “US model of
the 80s” but of the model of Europe in the
1950s and 1960s, not the least because of the
influx of “guest workers”.

The Most Important Active Labour
Market Policy Measures in the USA

At 0.24%, the USA spends far less on
active labour market policy as a per-
centage of GDP than the European av-
erage of approx. 1% (1993). The meas-
ures focus on vocational training, fol-
lowed by youth programmes. Accord-
ing to OECD figures on the numbers
entering such measures, however, it is
apparent that the USA, in terms of the
low level of spending, achieves a rela-
tively high level of such entries (2.7% of
the working population). This largely
reflects the relatively short duration of
many measures.

Department of Labour Programmes:

An investigation by the General Ac-
counting Offices has recently claimed
the existence of a total of 154 vocational
training measures run by the Depart-
ment of Labour alone, and has called
for the measures to be thinned out. The
Department, however, takes a different
view of this programme diversity, con-
sidering that there are in fact far fewer

rogrammes, as those mentioned by
the GAO do not constitute independ-
ent programmes, but rather subdivi-
sions of the more important ones (inter-
view, August 1994).

The most important programmes are as
follows:

1. The Job Training Partnership Act
(JTPA) with
- section II A - vocational training
for disadvantaged adults (+22
years).
in programme year (P]) 1992: 1
million participants; US-$ 1 bil-
lion planned for 1994
— SectionIl B—summer programme
for disadvantaged youth
PJ 1993: 625,000 participants/US-
$ 900 million planned for 1994
— Section IlI — Displaced workers
PJ 1992: 311,876 participants /US-
$ 1,1 billion planned for 1994
— Section IV —Jobs Corps (work and
training for young people)
PJ 1992: 100,000 participants/US-
$ 1 billion for 1994
— Work and training programmes
for other groups (Indians, veter-
ans, the elderly, rural workers)
PJ 1990: 177,500/US-$ 491.3 mil-
lion
2. Trade Adjustment Assistance (for
workers displaced due to rise in im-
ports)
— Financial year 1989: 42,012 par-
ticipants /US-$ 188 million
3. Targeted Jobs Tax Credit (wage sub-
sidy)
— Approx. 445,100 potential partici-
pants 1990/(US-$ 19.5 million
(1991)

4. Apprenticeships
— Financial year 1989: 365,000 par-
ticipants/US-$ 13.6 million.

The most important programme in
both financial (around 80% of federal
funds for employment and training)
and participant terms, the JTPA,
which in October 1983 — i.e. under
President Reagan - succeeded the
comprehensive training and job-crea-
tion programmes, CETA, that had run
during the 1970s, differs in organisa-
tional terms from its predecessor. De-
centralisation and close links to the lo-
cal economy were — as in the organi-
sational change in policy delivery in
Great Britain — the central concepts
underpinning the new approach. Re-
sponsibility for administering the pro-
gramme lies with the state governors,
implementation being organised in
the currently approx. 635 Service De-
livery Areas, which receive federal
funds. So-called Private Industry
Councils, composed of representa-
tives of business, education, the trade
unions and other organisations, are
assigned to these SDAs as advisory
organs. The programmes specifically
tailored to the needs of special groups
(job corps, native Americans and ru-
ral workers) are administered directly
by the Department of Labour; imple-
mentation by non-profit organisations
and private firms.

In addition to the programmes run
by the Department of Labour, a
number of other ministries —e. g. edu-
cation, defence, and veterans —have, in
some cases large-scale, labour market
and vocational training programmes.
In addition, the JOBS and WORK pro-
grammes for social security recipients
mentioned above must be included
here.

Public job placement, organised by
individual states, but in receipt of fed-
eral funding, hasbeenaccorded greater
importance in the recent reforms, par-
ticularly through the emphasis on
“profiling”, requiring a more intensive
form of job placement and careers ad-
vice. Currently, a total of around 1,700
local employment offices are in opera-
tion in the various states. In 1991
around 20.4 million persons—ca.16% of
the working population — registered
with the employment offices. Around
5.6 million job vacancies were re-
corded, 7.6 million people were sent to
employers, 2.6 million were actually
placed.

Plans for the future include the in-
troduction of one-stop career centres,
with the aim of drawing together the
various services available. Yet this re-
form is contingent on the support of
state governors, and has suffered a set
back due to the rejection of the
Reemployment Act; it is to be contin-
ued by administrative means, how-
ever.
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rather the wage costs for employers tak-
ing on such (usually unskilled) employ-
ees, for instance by reducing employer
contributions to the social insurance
scheme; the possibility of simultaneously
drawing transfer and earned income in-
troduced by some European countries
can also serve to raise income levels
above the poverty line and at the same
time reduce labour costs.

Thus, in the final analysis, the question
as to the lessons to be drawn from the
American employment miracle — which
many have already “answered” in the
sense of an “Americanisation” of Europe,
the adoption of American employment
recipes (such as deregulation) —amounts
to the choice between two social systems.
The decisive question is whether “any
job”, even at very low wages and lacking
virtually any social security protection, is
better than none at all, or whether, given
a lack of higher-quality employment op-
portunities, the payment of transfer ben-
efits, even for long periods, is to be pre-
ferred.

It is generally accepted that the pay-
ment of purely passive benefits over long
periods to unemployed persons capable
of work is impolitic, due to its de-
motivating and discouraging effect on
jobless recipients. In Europe, too, there is
much talk of “activating” passive ben-
efits’”, and many countries have estab-
lished an impressive range of instru-
ments of active labour market policy to
push ahead with such “activation”. An
additional precondition for benefit pro-
vision is a highly productive economy;in
this regard Europe has been ahead of the
USA, over the longer term at least, pro-
ducing more goods and services with less
labour. It is this sort of organised and
“supported activation”, one that is not
left entirely to market forces —and which
formed the core of the Clinton adminis-
tration’s reforms, drawing the criticism
from conservatives that he was trying to
“Europeanise” America — that is better
suited to European welfare states. And
European institutions are clearly at an
advantage in terms of their capacity to
organise such “transitional labour mar-

kets”?' effectively, through cooperation
between central, regional and local gov-
ernment, “intermediary organisations”,
and the private sector.

Even expanded transitional labour
markets —a precondition of which is that
a greater volume of work is shared, e. g.
by means of leave schemes with an obli-
gation to replace absent workers — will
not generate a European employment
miracle, however, although their job-cre-
ating potential is not insignificant. Thus
the question remains as to how the Euro-
pean countries can experience employ-
ment-intensive growth without destroy-
ing the foundations of the welfare state.
Whatisneeded, notleastin thelight of the
American employment miracle, is closer
analysis of the impact on employment
and welfare of equal (or less equal) wage
distributions combined with restrictive (or
less restrictive) immigration policies.
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EMPLOYMENT OBSERVATORY

P The Employment Observatory of the European
POI Icies Commission currently produces four series of

regular reports covering different aspects of the
Community’s labour market. The Employment
Observatory complements the Commission’s

° P “Employment in Europe” report published an-
infor MISE nually in all Community languages.

Policies

The series inforMISEP “Policies” presents those measures, policies and instruments adopted by the Member
States which are aimed at promoting and improving employment within the European Community. The
reports are compiled on the basis of information provided through the Mutual Information System on
Employment Policies (MISEP). MISEP was created to meet the need for an exchange of information on
employment policies and institutions within the European Community. A bulletin of recent developments in
employment policies is published quarterly in English, French and German. Basic Information Reports
describing the national employment institutions, measures and procedures in each Member State are updated
and published periodically. In addition, comparative reports on the effects of labour market policy measures
will be published at regular intervals.

Trends

The series “Trends” contains summaries and analyses of employment developments in the European
Communitiy on the basis of published work (books, reports, and scientific papers) throughout the Member
States. It disseminates the information collected by the European System of Documentation on Employment
(SYSDEM), which aims to collect, analyse, synthesise and disseminate available information on employment
in the Community. “Trends” is published quarterly in English, French and German.

Research

The “Research” papers present the results of studies on specific themes carried out jointly each year by the
Commission and the Member States. The themes for these studies are chosen by the Commission in
consultation with the Member States and the social partners in the light of the contribution which can be made
by the national co-ordinators and of their relevance for on-going policy analysis. They are published annually
in English, French and German.

Central and Eastern Europe

The “Central and Eastern Europe” bulletin is a new addition to the Employment Observatory, containing
regular reviews on labour market and social conditions of Central and Eastern Europe. It aims to present up-
to-date information on labour market and social conditions in these countries. It contains not only the latest
statistical labour market indicators, but also analytical articles on employment developments in the six
countries currently covered: Bulgaria, Czech Republic, Slovakia, Hungary, Poland and Romania. It is
published twice a year, in English only at present.

East Germany

The aim of the series on “East Germany” is to present analytical and up-to-date information on the
transformation process and its implications for the labour market in the one part of the former Eastern Bloc
which has already become a part of the European Community: the new German Federal States (Lander). The
publication is addressed to persons and institutions in Western, Central and Eastern Europe who have an
interest in the transformation process from a planned to a market economy. This newsletter is published
quarterly in German, English and French.
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