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Developments at a Glance

Belgium:

Spain:

France:

Italy:

Luxembourg:

Netherlands:

Austria:

Portugal:

Finland:

United Kingdom:

The grants available to employees reducing their working hours or taking a career break in the Flanders region have been
brought into line with the reintegration policy for the unemployed and made more attractive.

With the introduction of the “vocational transition” programmes, the Belgian government aims to create 8,000 jobs for
recipients of full unemployment benefit and long-term unemployed minimum social benefit recipients by the end of 1997.
The programme of wage-cost subsidies in the form of a reduction of social insurance contributions (MARIBEL) introduced
several years ago has been adapted to take account of European regulations on competition.

It is expected that the relaxation of the conditions of entitlement to the loans scheme for unemployed persons seeking to
set up a small business will increase the take-up of this measure.

The government intends to promote employment under permanent contracts and greater job stability, and has initiated
urgent measures in support of the agreement to improve the labour market situation concluded by the social partners in
April.

A Decree-Law, also passed in May, provides in addition to significant cuts in employer social insurance contributions tax
incentives for the creation and maintenance of permanent employment relations.

While the current programmes for long-term unemployed youth continue to operate, the new Government intends to
create an additional 700,000 jobs (of which 350,000 in the public sector) within two years.

Under the reforms known, after the Labour Minister, as the “Treu Package”, which have brought about changes in the
areas of working time, apprenticeships, self-cmployment and measures for young people from the Mezzogiorno, agency
work has now been permitted in Italy for the performance of tasks of a provisional nature.

Tax concessions have been introduced in order to offer employers an incentive to reintegrate the unemployed into
working life.

The government is to provide financial support for employees interrupting their career to care for seriously ill relatives
for up to six weeks or to participate in training measures if this raises their chances of placement.

On the recommendation of the social partners and following evaluation of a law passed in 1994 aimed at promoting the
integration of workers from ethnic minorities into the labour market, the government has now presented to parliament
draft legislation aiming to reduce the administrative costs involved.

With proposed legislation to extend the period of reduced pay, the Dutch government is seeking to impose the costs of
unemployment more directly on the individual economic sectors and thus to ease pressure on the general unemployment
insurance fund.

Under a new law to liberalise parental leave, workers are in future to be able to take full-time leave for a period of up
to three months.

A number of coordinated measures have been introduced, the aim of which is to fight youth unemployment by offering
more young people a chance of training and raising the number of training enterprises.

With the aim of enabling young people to complete a course of basic general education or vocational training, the
Ministries of Education and of Qualification and Employment have introduced vocational initial training courses.

The Institute for Employment and Vocational Training is to be restructured in order to facilitate realisation of the joint
aims of and cooperation between employment offices and vocational training centres. Also in May, the Institute for
Innovation in Training was set up; its task will be to observe and evaluate employment and training trends.

Two evaluation studies published in May reveal a growing interest among both employees and employers in the job-
rotation programme started as a pilot in 1996 and in the 6+6 working-time model.

Under a proposal for a reform of labour market policy, the own initiative of jobseekers is to be promoted and labour
market support is to be adapted to take account of the changed economic situation in Finland.

Following amendment of the law on employment contracts, workers employed for less than one month are now also
entitled to sick pay. From April of next year all employment relations of more than six hours per month will entitle
employees to financial compensation for annual holiday entitlement.

A fixed-term special programme now offers support for long-term unemployed persons lacking vocational training if they
apply for a vocational further training measure on their own initiative.

As a means of promoting employment and countering moonlighting, enterprises operating in the area of domestic
services will initially be entitled to subsidies on a regional basis. Draft legislation offering tax concessions as an incentive
for domestic employment has also been approved.

Within the framework of the government’s New Deal measures to reduce unemployment, the skill level of the labour
force is to be raised, steps taken to counter long-term unemployment and social exclusion, and occupational mobility
improved.
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“Policies” and the Five Action Areas of Essen

The five areas of action adopted
at Essen

1. More investment in vocation-
al education and training

2. Increasing the employment
intensity of economic growth
by reorganising working time,
moderate wage growth and
the opening up of new areas of
employment

3. Reducing indirect labour costs

4. Increasing the effectiveness of
labour market policy (activa-
tion)

5. Intensifying target-group spe-
cific measures

All the countries of the European Un-
ion are seeking to improve labour sup-
ply — and thus facilitate labour market
access and reduce unemployment — by
means of vocational training. Accord-
ingly, this issue of “Policies” contains
reports on a series of vocational train-
ing programmes from several Member
States. In both Spain and France, the
labour market integration of young
people - in the case of France, prima-
rily long-term unemployed youth - is
to be promoted by means of “alternat-
ing” practical/theoretical training. Ita-
ly, too, has started an initiative to
provide vocational training to a great-
er number of young people, and in
Austria measures have been intro-
duced with respect to this target group
that aim to promote both the supply
and demand sides of the market for
training opportunities.

Within the context of the planned
reform of Finnish labour market poli-
cy, the on-the-job training elements
of job-creation measures are to be
reinforced. Long-term unemployed
people are to receive grants if they
apply for vocational further training
measures on their own initiative.
Grants for the duration of a career
break taken for the purpose of voca-
tional training in order to improve
placement or labour market chances
have been improved in Flanders and
are now available in the Netherlands.
The Portuguese government plans to

enable young people to complete a
basic educational or vocational train-
ing course, and vocational training
plays a central role in Great Britain’s
“New Deal” employment pro-
gramme.

The above-mentioned opportunity
for a career break constitutes one of
the measures to realise the second aim
of the employment strategy agreed at
the Council meeting in Essen. The re-
cently re-evaluated job-rotation pro-
gramme and the 6+6 working-time
model in Finland also seek to raise the
level of employment by rendering
working time more flexible.

Labour market flexibilisation is be-
ing achieved not only via new work-
ing-time regimes, but also by means of
flexible employment contracts. In
Spain, however, the use of flexible
employment relations has clearly
gone beyond a reasonable upper limit,
and the government has now taken
steps to promote the stability of em-
ployment contracts. In Italy, by con-
trast, agency work is to be permitted.
In Finland, the social security cover-
age of short-term employment con-
tracts has been improved. Job crea-
tion is also to be promoted there by
offering support to enterprises provid-
ing domestic services. Both the French
programme for long-term unem-
ployed youth and the New Deal pro-
gramme announced by the British
government provide for subsidised
employment opportunities in the non-
commercial sector, offering, among
other things, activities in the so-called
new fields of employment (e.g. envi-
ronmental protection).

Reducing indirect labour costs re-
mains the central aim of the Belgian
“MARIBEL” measure, which has
now been adapted to take account of
European regulations on competi-
tion. It also constitutes a means of
employment promotion within the
framework of the Belgian “vocation-
al transition” programme and is the
focus of a Decree issued in May by
the Spanish government. By offering
tax concessions for the recruitment
of the unemployed, the government
of Luxembourg is also seeking to re-

duce enterprises’ (indirect) labour
costs.

In the final analysis, all the pro-
grammes involving government fi-
nancial support serve to exert a fa-
vourable impact on the overall labour
costs of recruiting firms; the reduc-
tions in labour costs occurring in all
the labour market policy measures
described here differ less with respect
to the policy goals than to the form of
implementation: reduction in social
security contributions in some coun-
tries, wage-cost subsidies of various
forms in others.

Finland’s proposed reform of la-
bour market policy draws attention to
the underlying question of the exist-
ence of a “ceiling” on the volume of
active labour market policy measures
implemented and to the articulation
and coordination of the various meas-
ures with one another. The authors of
the proposed reform consider that by
improving coordination between
measures, while at the same time re-
ducing their volume, labour market
policy can be rendered more effective.
It is also proposed that passive meas-
ures be “activated”. While the French
and — with a different emphasis — the
British programmes aimed at reducing
youth unemployment are based on
traditional instruments from the la-
bour market policy tool-box, such as
wage-cost subsidies and integration
programmes, both incorporate the
community and non-profit sector to
implement measures to a greater ex-
tent than has been typical in the past.
Another innovation is a greater
emphasis on a “follow-up guidance
phase” for young people (in Belgium
and France) in order to facilitate an
effective transition to working life.

The persistently high level of youth
unemployment explains why youth
measures form a focus for the initia-
tives described in this issue. Labour
market policy measures concentrate
heavily on this target group both in
France — where, in addition to the
measures described here, a major em-
ployment initiative for young people
involving, among other things, a five-
year support measure for 350,000
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jobs for young people, has just been
started — and in Great Britain. In addi-
tion, Austria’s apprenticeship initia-
tive and Italy’s employment initiative

“Policies” and the Five Action Areas of Essen

also aim to improve the labour market
situation of young people. Other tar-
get groups affected by new measures
described in this issue of “Policies” are

Overall Developments

Belgium

Operation “MARIBEL”

For some years now the word “MAR-
IBEL” has become part of socio-eco-
nomic jargon in Belgium. It refers to
the forms of successive reductions in
employer social security contribu-
tions. The aim of the “MARIBELs”
successively introduced has been to
reinforce the competitiveness of Bel-
gian firms and to create employment
by transferring some of the employer
contributions to the social insurance
system to society in general. Specifi-
cally this implies a flat-rate reduction
in employer social insurance contri-
butions for manual workers. The most
recent of these measures is MARIBEL
IV (Royal Decree of 17 April 1997 in
amendment to Article 25, § 1, of the
Law of 29 June 1981 “Determining
the general principles of the social in-
surance of employees - M.B.
30.4.1997). MARIBEL came into
force on 1 July 1997 in place of the
preceding version (cf. BIR B-i.3),
since which point in time it has been
in accordance with European regula-
tions governing competition.

Employers targeted by the measure

Employers may benefit from the new
measure if they:

— employ workers subject to all forms
of social insurance cover,

— and pay contributions to the fund
for enterprise closures (Fonds de
fermeture des entreprises). Thus,
firms not performing industrial or
commercial activities — except rec-

ognised sheltered workshops and
family aid services — are excluded.

In addition, MARIBEL does not apply
to employers whose enterprise falls
under the responsibility of any of the
following bipartite commissions:

petroleum industry and trade;

health services;
— insurance companies;

estate agents and insurance agen-
cies;

building and savings societies;

stock-brokers;
— banks;
- gas and electricity industry.

Categories of employees for which a
claim for reduction can be made

The reduction may only be granted for
employees who:

— are subject to all the various sec-
tions of the social insurance system
(pension and survivors’ insurance,
health insurance, family supple-
ments, occupational illness and ac-
cident at work insurance). This
therefore excludes domestic staff,
subsidised contractual workers (cf.
BIR B-v.1 and B-v.2), apprentices
and students in part-time education;

- have not already served as grounds
for another reduction in employer
social security contributions, except
reductions related to low-wage
workers (cf. BIR B-ii.3) and enter-
prise work redistribution plans (cf.
BIR B-vii.4);

- effectively perform at least 51% of
the maximum number of working
hours or days per quarter stipulated
by the relevant collective agree-
ment.

the long-term unemployed (e.g. in
Belgium and the Netherlands) and
ethnic minorities (in the Netherlands).

The last-mentioned condition need
not be met by manual workers who
reduce their working hours within the
framework of a career break (cf. BIR
B-vii.2) and are entitled to a career
break allowance.

Extent of the reduction in
contributions

For each manual worker, the employ-
er benefits from a flat-rate reduction
of BEF 5,000 per quarter or 20,000
p.a. In addition to this flat-rate reduc-
tion, the employer also benefits from a
variable reduction amounting to BEF
5,000 multiplied by the proportion of
manual workers in the employer’s
overall work force. This percentage is
subject to a ceiling of 66%. Thus, the
maximum possible reduction in social
insurance contributions amounts to
BEF 33,200 per worker per year.

For employers employing less than
10 workers, the reduction amounts to
8,500 per quarter or BEF 34,000 per
year for the first five manual workers.
From the sixth manual worker, the
mode of calculation described above
applies.

Spain

Measures to Improve the
Labour Market Situation

The agreements reached in April of
this year between the social partners
have established a basis for stable la-
bour relations and have contributed
towards improving the competitive-
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Overall Developments

ness of Spanish firms and reducing the
use of fixed-term contracts and exces-
sive labour turnover.

The importance of these agree-
ments results from two factors: firstly,
the regulations agreed upon enjoy the
support of both of the social partners,
which will ensure that they are en-
forced; secondly, the linkage that has
been .established between flexibility
and social security constitutes a step in
the right direction.

Specifically, the Agreement on
Employment Security (cf. iMi 58, p. 9)
confirms the necessity of promoting
employment under permanent con-
tracts, setting out a specific path for
doing so. At the same time, within the
context of a greater role for collective
bargaining in concluding employment
contacts, measures are to be initiated
with respect to fixed-term contracts
that specify and restrict the frame-
work for this form of contract.

In support of the agreements
reached between the social partners,
on 16 May 1997 the government
passed a royal decree-law (Real De-
creto Ley 8/1997) setting out urgent
measures to improve the labour mar-
ket situation and to promote perma-
nent forms of employment. At the
same time, an additional royal decree-
law (Real Decreto Ley 9/1997) was
issued establishing the conditions for
tax and social insurance allowances to
promote permanent employment re-
lations and job stability (see the other
Spanish contribution to this issue,
p. 12).

The most important regulations set
out in Royal Decree-Law 8/1997 are
in the following areas.

Training contracts

Young people are to be supported in
their attempts to enter the labour mar-
ket by the provision of practical and
theoretical training and work experi-
ence. The reform reinforces the train-
ing character formulated in the con-
tracts and ensures greater social secu-
rity. The apprenticeship contract
(contrato de aprendizaje) in force un-
til now will be replaced by this new
form of training contract (contrato de
formacion). The maximum age of the
employee on conclusion of the con-
tract has been reduced to 21 years and
the maximum period of training to

two years, although an extension is
possible if corresponding agreements
are reached. On request, the employ-
ee can obtain from the authorities a
vocational training certificate on com-
pletion of the contract and after pass-
ing an examination as formal recogni-
tion of the work experience or voca-
tional qualification obtained. The
guaranteed wage is oriented towards
the national minimum wage pro rata
to the working hours performed. Fi-
nally, in cases of temporary inability
to work, those employed under train-
ing contracts are entitled to the same
financial support as other employees.

Fixed-term employment

This type of contract enables firms to
recruit employees for a limited period
in order to meet an increased demand
for labour. Legal guarantees had be-
come necessary in order to prevent
abuse of the regulations on fixed-term
contracts; this has led to a redefinition
of the preconditions for concluding
fixed-term contracts and at the same
time opened up the option of supple-
menting and refining the statutory
provisions through collective bargain-
ing. Under the new measure to
improve the regulation, rationalisa-
tion and utilisation of fixed-term em-
ployment contracts, the conclusion of
a fixed-term contract for “taking up a
new activity” (contrato de lanza-
miento de neuva actividad) is no long-
er possible. The Mixed Employment
Commission (Comision Mixta de em-
pleo) is to examine ongoing fixed-
term employment trends and to pro-
pose appropriate corrective measures
to the government if undesirable ef-
fects or disequilibria occur.

Part-time employment

There has been a substantial increase
in the number of part-time employ-
ment contracts concluded in recent
years. This is due, amongst other
things, to the statutory framework,
which takes account of certain inter-
ests of the employers and needs of the
workers, particularly those of certain
groups. The new reforms have served
to consolidate this legal framework
and improve the social security of
part-time employees, offering them
equal status compared with other em-
ployees.

Support for permanent employment
contracts

Both the large number of fixed-term
contracts and the high level of labour
turnover made it necessary to devise a
new contractual form in which the
stability created by permanent em-
ployment contracts is reconciled with
the needs of employers. For the next
four years it will therefore be possible
to conclude permanent employment
contracts under which the costs in-
curred on redundancy are lower than
is the case under the traditional per-
manent employment contracts. Such
contracts can only be concluded with
employees from labour market groups
facing special difficulties (young peo-
ple aged between 18 and 29, the long-
term unemployed, employees aged
over 45 and the disabled) or with em-
ployees working under a fixed-term
contract when the measure comes into
force or in the subsequent year.

The regulation of these contractual
provisions is part of a package of
measures to promote employment
under permanent contracts and the
transformation of fixed-term con-
tracts into contracts that are perma-
nent in nature (see the contribution on
tax incentives in this issue).

Dismissals for economic or
organisational reasons

Dismissals for economic or organisa-
tional reasons under the Directive en-
acted on 17 February 1995 are issued
most frequently by small and medi-
um-sized firms in order to adjust their
work-force size. This fact makes it an
urgent need to define more precisely
the preconditions and justifications
for these dismissals in order to avoid
legal disputes. It has been made clear
that dismissals for economic reasons
are justified if they help overcome a
negative economic situation facing the
company. Dismissals based on techni-
cal, organisational or production-re-
lated grounds must contribute to over-
coming the difficulties impeding the
efficient functioning of the enterprise,
be they related to competitiveness or
demand, by means of a better organi-
sation of its resources.

Employees recruited under the new
contract to support permanent em-
ployment for special groups of per-
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sons (Real Decreto Ley 8/1997) and
dismissed for “objective reasons” are
entitled, if this dismissal is found to be
unjustified, to compensation amount-
ing to 33 days’ wages per year of
service up to a maximum of 24
months’ salary, instead of 45 days’
and 42 months’ as previously. Infor-
mational and follow-up procedures
are to be developed for objective dis-
missals (despidos objectivos) in collec-
tive negotiations in order to ensure
the correct application of the new con-
tracts.

Working time

In the agreement on security of em-
ployment signed by the social part-
ners, the two sides of industry have
promised to examine during the first
year of the agreement’s application
all aspects relating to working time,
such as the duration and redistribu-
tion of working hours, in order to
promote positive labour market and
corporate developments. Maximum
working hours and their calculation
and distribution are to be set out in
national sectoral collective negotia-
tions. Agreements on irregular distri-
butions of working hours and work
breaks are to be passed down to low-
er bargaining levels. In order to pro-
mote employment creation, the par-
ties to collective bargaining are called
upon, in particular, to seek ways of
reducing overtime and to remunerate
overtime by leisure (time in lieu) rath-
er than financially. For its part the
government is called up to establish
application procedures for the legal
provisions relating to the avoidance
and reduction of the maximum vol-
ume of overtime.

Finally, in the context of functional
mobility, the criterion of “vocational
groups” is to replace that of “catego-
ries” in the agreements.

Italy

“Treu Package”: Agency
Work and Active Labour
Market Policy

The amendments to the legislation on
labour promotion introduced by Law
no. 196 of 24 June 1997 (published in
the Official Gazette no. 135/L of
4.7.1997 and known as the “Treu
Package” after the labour minister
who proposed the reforms) involve a
large number of changes regarding
working time, apprenticeships, meas-
ures for young people from the Mez-
zogiorno and the introduction of
agency work. On the basis of this new
legislation it will be possible in Italy, as
elsewhere, to set up suitable special-
ised agencies, registered in a list held
by the Ministry of Labour, which, as
“providers of labour” will play a role
as mediator between workers and the
“user” companies in order to promote
an equilibrium between the demand
for and supply of labour.

The agency workers are employed
by these agencies under fixed-term or
permanent contracts exclusively for
those qualifications which do not exist
in the firm and can also be recruited in
order to replace other workers. The
workers employed in this way are
then placed at the disposal of the so-
called “user enterprises” in order to
perform tasks of a fixed-term nature.
Any further scope for the employ-
ment of agency workers is, where ap-
propriate, to be regulated by means of
collective agreements.

In some cases it is explicitly for-
bidden to make use of agency work-
ers. These include their use to replace
striking workers or the recruitment of
agency workers to jobs in the lowest
skill brackets and in enterprises that
have made workers holding the same
qualifications as those that are to be
recruited as agency workers redun-
dant during the previous twelve
months. In addition, the use of agency
workers is not permissible by firms
that fail to observe the regulations
concerning prevention of accidents
and health and safety at the work-
place (Legislative Decree no. 626,

Overall Developments

19.9.1994) and for work processes
that require special medical observa-
tion or are particularly dangerous. In
agriculture and in the construction in-
dustry, on the other hand, agency
work is to be permitted by way of an
experiment given the special nature
of activities in these sectors, which
often involve moonlighting and inof-
ficial economic activity.

Under the new regulations firms
recruiting agency workers are obliged
to make a further-training contribu-
tion of 5% of the daily wages of the
agency workers in order to improve
the vocational qualifications of the
workers employed. Under the rele-
vant national collective agreement,
the number of agency workers em-
ployed under these conditions may
not exceed the number of employees
employed under permanent employ-
ment contracts with the user.

The mediation agencies initially re-
quire a provisional license issued by
the Ministry of Labour for a period of
two years. However, the Ministry can
subsequently issue an open-ended li-
cence following examination of the
firm to ensure that it has performed its
activities correctly and following an
application by the agency.

In order to obtain an open-ended
licence, the agencies must meet the
following requirements. An agency
must take the form of a corporation or
cooperative with a paid-in capital of at
least ITL 1 billion and which has both
suitable premises and the vocational
know-how required to perform a me-
diation function for agency workers.
Their activities are supervised and
controlled by the Ministry of Labour.
Each employment contract must be
concluded in writing, whereby a copy
must be given to the employee at the
latest five days prior to commencing
employment with the user firm.

The employment contract must
contain, among other things, the fol-
lowing elements:

1. A justification for the special na-
ture of the work.

2. The details of the agency in ques-
tion, its registration number, the
user firm, the tasks to be per-
formed by the employee, (where
appropriate) the probation period
and the applicable employment
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category, the location of the place
of work, working hours, pay and
working conditions, and (where
appropriate) safety measures con-
nected with the activity per-
formed.

In the cases specified by collective
agreement and for the length of time
specified there, the duration of the
period during which the employee is
“lent” to the user firm may be extend-
ed provided written approval is given
by the employee.

The collective agreement pertain-
ing to the user firm applies to an em-
ployee working there under a fixed-
term agency employment contract.
This means that he/she is to receive
the same pay as the other employees
of the user firms. In no cases may this
pay level be lower. The agency work-
er performs the tasks in accordance
with the directions issued by the user
firm.

In addition, the contract between
the employee and the agency may
make provision for an income guaran-
tee for periods in which no work is
performed (availability bonus). As far
as statutory or collectively agreed reg-
ulations are concerned - with the ex-
ception of health care and health and
safety provisions — the agency work-
ers are normally not considered part
of the work force of the user firm.

As already mentioned, the agencies
must make a contribution of 5% of the
remuneration paid to the agency
workers for vocational training initia-
tives. These contributions are paid
into a fund set up for this purpose by
the Ministry of Labour. The fund will
finance - together with the regions —
further training measures. The Minis-
try will issue an ad hoc decree setting
out the criteria and formalities in-
volved in using this fund.

Regarding the contract on the pro-
vision of labour and its relationship
with the mobility lists, it should be
noted that employees registered in the
mobility lists and recruited by tempo-
rary employment agencies retain the
legal right of remaining on the list. If
the earnings of such an employee from
his/her labour services for the user
firm or during periods in which he/she
receives the above-mentioned availa-
bility bonus are lower than the mobil-

ity allowance, the difference must be
reimbursed to him/her for the entire
period during which he/she is entitled
to the mobility allowance.

Under the law, the regional em-
ployment agencies are empowered to
reach agreements enabling recipients
of the mobility allowance performing
temporary agency work to be em-
ployed in activities aiming to promote
the occupational reintegration of
workers on mobility. These agree-
ments may involve further training
measures, the financing of which was
described earlier. If, however, the re-
cipient of the mobility allowance re-
jects an employment offer from an
agency, the provincial Labour Direc-
torate may impose a suspension of
benefit for the duration of the employ-
ment contract offered.

In addition to the regulations gov-
erning agency work, the “Treu Pack-
age” plans to implement a number of
interesting  employment-promotion
measures in the fields of work-and-
training contracts, apprenticeship, vo-
cational training, training and orienta-
tion through work experience, social-
ly useful work, working grants (borse
di lavoro) for unemployed youth in
the Mezzogiorno, etc.

The most important amendments
to the work-and-training contracts re-
late to an extension of the range of
institutions proposing such measures:
public research institutions have once
again been reincorporated. They also
relate to the fact that the regional
employment committee has been
granted the opportunity of initiating
targeted measures to reintegrate the
disabled into working life by means of
a work-and-training contract on the
basis of projects set out in national
collective agreements.

An additional interesting new re-
form introduced by the law is that the
reductions in employer social insur-
ance contributions under the work-
and-training contracts will be granted
for a further 12 months if the contracts
are converted into permanent em-
ployment contracts after the initial
two-year period. In addition, workers
recruited in this way can be integrated
at a lower level than that originally
envisaged for the same period (i.e. 12
months). ITL 60 billion for the current

year and ITL 120 billion for 1998 have
been earmarked to finance these new
provisions.

In the field of apprenticeships,
young people aged between 16 and 24
or 26 can be employed under an ap-
prenticeship contract in Objective Ar-
eas 1 and 2 of EC Directive no. 2081/
1993 adopted by the Council on 20
July 1993, as subsequently amended,
subject to certain limitations imposed
by the law, which remains in force, on
the protection of children and young
people at work. The contractual ap-
prenticeship relation may not exceed
the duration set out in the collective
agreements for the occupational cate-
gory in question, however, and must
in any case last between a minimum of
18 months and a maximum of four
years. For disabled young people em-
ployed under an apprenticeship con-
tract, the above-mentioned age limit is
raised by two years.

Under the new regulations the re-
duction in social insurance contribu-
tions can be granted — although only
starting a year after the law comes into
force - subject to the condition that
the newly recruited trainees take part
in the external training measures pro-
vided for in collective agreements.

In substantive terms these meas-
ures relate to the regulations govern-
ing the employment contract, work
organisation and preventive health
and safety at work measures. On aver-
age this theoretical training should last
at least 120 hours per year, although
this can be reduced if the young train-
ee has a higher educational level than
compulsory education or has a voca-
tional training certificate relevant to
the activity to be performed.

The government has committed it-
self to issuing directives on “extraor-
dinary employment relations with a
training content such as apprentice-
ship and work-and-training contracts
in order to harmonise this area” (Arti-
cle 16). These regulations are to estab-
lish a “uniform control system to es-
tablish the genuineness of the appren-
ticeship and the actual relationship
between work and training”. As far as
the implementation of this measure is
concerned, the remarkable financial
effort being made by the Italian gov-
ernment is to be noted: for the current

inforMISEP no. 59 / Autumn 1997



year ITL 185 billion, for 1998 ITL 370
billion and from 1999 ITL 550 billion
are to be made available.

As far as vocational training and
orientation work experience is con-
cerned, the government plans within
nine months of the law coming into
force to issue directives based on the
following principles:

- The measures are to be realised in
the area of training and orientation
projects, particularly for the frame-
work programmes prepared and to
be implemented by the regions and
following consultation with the
most representative trade unions at
national level.

— The promoting institutions are
obliged to insure those on work ex-
perience against accidents at work
by means of an agreement to this
end with the national institution re-
sponsible (Istituto Nazionale con-
tro gli infortuni sul lavoro — INAIL).

- Recognition of a training credit for
activities performed within the
framework of courses and work ex-
perience, which, to the extent that
they are certified, will be useful in
finding work.

In the case of “socially useful work”, a

change is envisaged that is to be con-

firmed by a legislative decree to be
issued by the government. Here, too,

a number of principles and criteria are

to be adhered to regarding the areas in

which such work is to be performed

(cultural heritage, renewing aban-

doned industrial sites, protected areas

and national parks, plans for socially
useful work, etc.).

An additional amendment con-
tained in the “Treu Package” is the
new possibility of borrowing from the
Employment Fund and the Develop-
ment Fund in order to realise labour
market policy measures to promote
the growth of self-employment. To
this end, the Treasury is entitled to
take out loans with a 15-year maturity
with the Deposits and Loans Fund
(Cassa Depositi e prestiti), which from
1998 will be serviced entirely by the
state.

As far as the measures in favour of
unemployed young people from the
Mezzogiorno are concerned, a legisla-
tive decree is to be issued in order to
initiate an extraordinary programme
for socially useful work and so-called

working grants (borse di lavoro). This
programme is to be implemented by
31 December in the following regions:
Sardinia, Sicily, Calabria, Campania,
Basilicata, Apulia, Abruzzi and
Molise and in those provinces in which
the average unemployment rate is
higher than the average for Italy as a
whole. The programme is aimed at
young people aged between 21 and 32
looking for their first job and regis-
tered as a jobseeker for more than 30
months. The resources earmarked for
the programme will be divided up be-
tween the regions on the basis of the
rates of long-term youth unemploy-
ment.

The programme itself, whose re-
sources are to be made available
equally to socially useful and working
grants — unless the regional employ-
ment committees (Commissioni re-
gionali per I'impiego) decide on a dif-
ferent distribution in order to ensure
that the aims are achieved - intends to
integrate at least 100,000 young peo-
ple into the labour market by the end
of 1997. The working grants are avail-
able for up to 12 months, although the
period may vary depending on the
size and nature of the enterprise and
the level of education of the young
person. Seasonal work is excluded
from the programme.

The young people recruited under
this measure will be paid by the Na-
tional Social Security Institute (Istitu-
to nazionale della previdenza sociale
— INPS) on the basis of a monthly
certification by the enterprises con-
cerning participation in the planned
activity. If a young person is taken on
at the end of this period under a per-
manent contract, the employer is enti-
tled to those grants and benefits for
the creation of new jobs available un-
der the legislation prevailing on the
date of recruitment. In order to realise
these new measures, the Employment
Fund is to make available ITL 300
billion for 1997 and ITL 700 billion for
1998.

Overall Developments

Finland

A Comprehensive Pro-
posal on Reforming the
Labour Market Policy
System

A proposal on reforming the labour
market policy system drafted by Gov-
ernment Councillor Harri Skog and
Senior Researcher Heikki Riisdanen
has been completed in the Ministry of
Labour. It was handed over to the
Minister of Labour on 6 June 1997.
Proposals were made for reforming
the entire system of unemployment
security, labour market support, em-
ployment services, subsidised em-
ployment and other measures directly
promoting employment.

The aim of the reform is to respond
to challenges posed by the changing
economic situation and to clarify the
present complex system. The rights
and obligations of the unemployed
also need to be defined in a more exact
way. The main idea behind the reform
is to encourage job-seeking on one’s
own initiative and to reward such be-
haviour. It is crucial to get the long-
term unemployed back into the
sphere of active labour market policy.

The main proposals in reforming
the labour market policy system are:
- reform of the employment service

process;

- activation of labour market sup-
port;

- reform of active programmes;

— measures supporting recruitment;

— definition of the rights and obliga-
tions of the unemployed jobseeker.

The reform of the employment service

process includes:

- encouraging job-seeking on one’s
own initiative;

— regular periodical interviews in em-
ployment offices;

— drafting of an individual job-seek-
ing plan in an interview;

— a job-seeking booklet for every un-
employed person (replaces partly
the basic information which is now
given orally);
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— skill mapping after the unemploy-
ment period has lasted for two to
five months;

— hiring of 330 academic experts for
employment offices.

The activation of labour market sup-
port will be carried out by the follow-
ing means:

- by revising the job-seeking plan af-
ter the unemployment period has
lasted for 500 days and starting a
new active period;

- by granting subsistence allowance
during trainee work;

- by integrating labour market sup-
port into the employment subsidy
granted to employers, to be used
especially for generating new em-
ployment opportunities in the so-
called third sector;

— by offering an incentive grant to
long-term unemployed persons
who have received labour market
support and find employment on
the open labour market on their
own initiative.

The reform of the active programmes
includes the following measures:

— the average number of those cov-
ered by labour policy measures will
be reduced in 1998-1999 by 31,000
persons, depending on the reduc-
tion rate of unemployment;

- 200,000 unemployed persons per
year will start job-seeking training,
the duration of which is two weeks,
organised either by means of labour
market training or group counsel-
ling;

- improving target orientation of
non-vocational labour market
training;

- in 1998 traditional subsidised em-
ployment will be reduced by 10,000
persons and labour market training
by 7,000. It is estimated that with
the help of the new combination
subsidy (labour market support plus
employment subsidy) to employers,
10,000 long-term unemployed per-
sons will be employed;

- for the purpose of supporting re-
cruitment, a “light” model of on-
the-job training for small and medi-
um-sized enterprises will be created
for the system of subsidised em-
ployment. This model allows a

wage subsidy to be paid for enter-
prise-specific training in recruit-
ment situations for a maximum pe-
riod of two months.

Under the proposal the rights and
obligations of the unemployed job-
seeker have been defined in relation
to labour market policy as a whole.
The definition clarifies the status of
the unemployed and increases the
transparency of the service process.

The authors of the proposal consid-
er that the biggest problems of the
present labour market policy system
requiring amendment are as follows:

— the obscurity of the system and the
unconnectedness of its different
components;

— the incompatibility between pas-
sive and active measures, active
measures becoming passive and the
lack of activation on the part of
passive measures;

— the lack of any clear target orienta-
tion due to an excessive number of
priorities;

— the basic task of employment offic-
es, i.e. employment mediation,
plays a subordinate role;

- the oversized operations volume of
active programmes;

— the vagueness regarding the rights
and obligations of the unemployed;

- the underestimation of the wages
involved in client service;

- problems regarding the effective-
ness of separate measures;

— the sporadic development of the la-
bour market policy system and the
continuous waves of changes.

This is the most comprehensive inves-
tigation ever conducted into labour
market policy in Finland. The aim is
that the proposals will be approved in
government budget negotiations in
August and that the reforms will enter
into force at the beginning of 1998.
The proposed reforms do not increase
government expenditure.

United Kingdom

New Deal Measures for
the Unemployed

The UK government has already com-
menced efforts to further reduce un-
employment and improve the quality
of the labour force. The government
has allocated GBP 3.9 billion of fund-
ing for this purpose. The key elements
of this approach are:

— promoting employability and flexi-
bility in the UK labour market
through improving skill levels, tack-
ling long-term unemployment and
social exclusion and removing ob-
stacles to labour mobility;

- underpinning the new approach to
the labour market with an appropri-
ate framework of minimum stand-
ards which will balance the rights
and responsibilities of both employ-
ers and employees.

Measures already taken include:

— afocus on geographical areas where
social exclusion is particularly
acute, by trying new and innovative
approaches to tackle unemploy-
ment in designated Employment
Zones;

— removing barriers that presently
exclude people who want to work
from the labour market (e.g. lone
parents) by reviewing tax and social
security benefit systems to ensure
they help people’s efforts to find
work and do not promote depend-
ency on the welfare state.

There are currently 178,000 young
people (18-24) unemployed in the
UK. The government has made a pub-
lic commitment to reduce this number
as part of the New Deal measures for
the unemployed. Young people who
have been unemployed for more than
six months will be offered four op-
tions:

— a job with an employer, who will
receive GBP 60 a week incentive
for six months;

— job with a voluntary sector organi-
sation for six months;

— full-time basic skills education or
training;

— work with an environmental task
force.
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Young people will have a responsibil-
ity to take up one of these opportuni-

Job Creation

Belgium

Vocational Transition
Programmes

On 4 March 1997 the federal govern-
ment and the regions signed a cooper-
ation agreement, the aim of which is to
improve the integration of jobseekers
into the labour market. This agree-
ment has established so-called “voca-
tional transition” programmes and
will give certain categories of jobseek-
ers the opportunity of gaining work
experience and thus of improving
their chances of re-entering the labour
market.

In principle, 8,000 jobs are to have
been created by the end of the year
within the framework of vocational
transition programmes.

Target group

The following categories of jobseekers
may participate in a vocational transi-
tion programme:

— full-time unemployed persons
drawing the waiting allowance (cf.
BIR B-iii.5) who have been regis-
tered unemployed for at least 12
months;

- full-time unemployed persons
drawing unemployment benefits
for at least 24 months and those
who have performed work within
the framework of the “local em-
ployment agencies” (agences lo-
cales pour emploi; BIR B-iii.13);

— jobseekers drawing minimum sub-
sistence benefit for at least 12
months.

ties. The aim of this programme will
be to give young people claiming ben-

Activities and employers

By means of these vocational transi-
tion programmes, such persons will be
employed by various public-sector ox-
ganisations and non-profit organisa-
tions linked to them, by local public
authorities (local government, public
social assistance centres) and other
non-profit and non-commercial asso-
ciations. Their sphere of activities will
be focused on the socio-cultural field,
sport and environmental protection.
Such activities must correspond to col-
lective social needs that cannot be ad-
equately met through the normal la-
bour market With the exception of
programmes in administrative offices
and offices of federal authorities, or
areas under their auspices, for which
the Federal Ministry of Employment is
responsible for recognition proce-
dures, the vocational transition pro-
grammes must be recognised by the
minister responsible for employment
issues in the region in question.

Additional jobs

The jobs created within the frame-
work of such vocational transition
programmes must constitute addition-
al jobs with respect to the number of
employees (expressed in full-time
equivalents) employed by each of the
employers concerned. The employers
must produce evidence to the national
labour market authority, ONEM (Of-
fice national de l'emploi), that the
employees taken on under a vocation-
al transition programme are in fact
“additional” workers.

As far as the regions are concerned,
these employment relations must be
additional with respect to the number
of employees (expressed in full-time

Overall Developments

efits the experience and skills they
need to obtain and stay in employ-
ment.

equivalents) participating in the “back
to work programmes” (Programmes
de remise au travail) for which the
regions receive drawing rights. The
employment volume of those employ-
ees employed under these pro-
grammes may not be lower than the
employment volume in 1995 for the
entire period of validity of the cooper-
ation agreement.

Employment contract

Employees are employed under a
fixed-term contract under which the
working-time regime corresponds to
at least half normal working hours.
Employment under a vocational tran-
sition programme is for a maximum of
one year. In the case of jobseekers
who have previously rendered servic-
es within the framework of local em-
ployment agencies, the period of em-
ployment can be extended for a max-
imum additional period of one year.

Pay

The workers involved are to receive
the normal salary for the task per-
formed. This consists of a flat-rate
grant paid by the national employ-
ment office, ONEM, amounting to
BEF 10,000 for a half-time job and
12,000 for employment amounting to
three-quarters or more of regular
working hours. These figures are in-
creased by BEF 2,000 for those who
have previously worked in a local
employment agency. An additional
grant is paid by the regional or other
public authority responsible. The re-
maining, variable share of earnings is
paid by the employer.

As far as employer social security
contributions are concerned, the em-
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ployer benefits from the reductions
set out in the recruitment plan (plan
avantage a 'embauche; BIR B-v.7).

Transition to the regular labour
market

The federal government and the re-
gions, within their respective areas of
jurisdiction, have committed them-
selves to taking the necessary steps to
ensure that participants in the voca-
tional transition programmes gain ac-
cess to the local employment agency
system and to counter-unemployment
programmes following their period of
employment, and to continue granting
the right to reductions in employer
social insurance contributions apply-
ing under the recruitment plan.

Within the framework of their
placement mission, the regional place-
ment services will ensure that the indi-
vidual characteristics of the jobseek-
ers are taken into account in such a
way that participation in a vocational
transition programme will facilitate
their entry into normal working life
following the initial period of employ-
ment. In addition, they will also en-
sure that accompanying measures,
such as advice on training measures,
will be offered to further promote la-
bour market integration.

Belgium

Loans for the Unem-
ployed Planning to
Enter Self-Employment
or Start up a Business

The scheme set up in 1984 for provid-
ing loans to the unemployed (cf. BIR
B-v.13) has enabled many unem-
ployed people to set up their own
business. The measure is applicable to
unemployed people on full benefit for
more than three months who draw up
a project to set up or to purchase a
company. If the project has sufficient
prospects for success, the unemployed
person may obtain a loan from the
“Participation Fund” (Fonds de Par-

ticipation). Recently, the maximum
level of this loan was increased from
BEF 700,000 to 800,000.

With the aim of redynamising this
scheme in order to enable more unem-
ployed people to benefit and to ensure
a higher success rate, the modifica-
tions described below have been in-
troduced to the scheme.

Training and guidance for the
unemployed person

The Royal Decree of 17 February
1997 modifying Article 74 of the Law
of 28 July 1992 on fiscal and financial
dispositions, in application of Article
33 of the Law of 26 July 1996 on the
modernisation of social security and
ensuring the viability of the legal pen-
sion scheme (M.B. 25.2.1997), has
added to the tasks of the Participation
Fund that of helping to finance the
training and guidance of those fully
insured unemployed people to which
it makes a loan and which will thus be
enabled to benefit from guidance
measures concerning the management
of the firms they have set up. Each
year in drawing up its budget, the
Participation Fund is to earmark a cer-
tain sum for training and guidance. A
cooperation agreement is to specify
certain formalities associated with im-
plementation, notably regarding the
content of the training and guidance
and the characteristics of the organisa-
tions to be charged with providing
them.

Relaxation of the conditions of
entitlement

The changes made to Royal Decree of
22 December 1992 (Royal Decree of
17.2.1997 modifying Article 18 of
Royal Decree of 22.12.92 on the or-
ganisation of the Participation Fund —
M.B. 25.2.1997) and to the ministerial
decree of 10 September 1993 (Minis-
terial Decree of 17.2.1997 defining
the activities excluded from the grant-
ing of a loan — M.B. 25.2.1997) have
served to extend the measure to a
greater number of unemployed peo-
ple:

- the applicant for the loan may now
have been drawing the waiting al-
lowance (previously: he or she must
have been in receipt of unemploy-
ment benefits);

— he or she must still produce evi-
dence of having received the wait-
ing allowance or unemployment
benefit for at least three months,
but this can have been during the six
months preceding the application
(previously; three months’ uninter-
rupted benefit receipt);

- his or her own capital input now has
only to amount to one quarter of the
value of the loan (previously, half
the value of the loan had to be
provided by the applicant);

— he or she is now able to perform an
activity in areas previously exclud-
ed (agricultural enterprises, the lib-
eral professions, enterprises in the
recreational and sporting sectors,
animal care, old people’s homes and
day-care centres for children).

Spain

Reduction in Indirect
Labour Costs

The Royal Decree-Law issued on 16
May 1997 (Real Decreto Ley 9/1997)
will in future regulate the social insur-
ance and tax allowances made availa-
ble in order to promote employment
under permanent contracts and the
conversion of agency and fixed-term
contracts into permanent contracts.
The incentives created by the decree-
law apply both to standard permanent
employment contracts and to the new
contracts to promote permanent em-
ployment (see the other Spanish con-
tribution to this issue, p. 5). Also in-
cluded are special regulations to take
account of the various personal cir-
cumstances of workers in target
groups with special difficulties in gain-
ing access to the labour market.

The incentives consist of substan-
tial appropriately staged cuts in em-
ployer contributions to the social se-
curity system. This is to be financed
out of the employment service
(INEM) budget, so that neither the
revenue of the social insurance system
nor the budget for active labour mar-
ket policy will be negatively affected.
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Incentives for permanent initial
employment contracts

Under the incentive scheme for
permanent initial contracts which
came into force on 17 May 1997, firms
are entitled to incentives for recruiting
under permanent employment con-
tracts unemployed young people
(aged less than 30), the long-term un-
employed, the unemployed aged over
45, long-term unemployed women
from occupations in which they are
under-represented and the disabled.

The incentives are as follows:

- for young people and the long-term
unemployed a 40% reduction in
employer contributions to general
social insurance during the first two
years of the contract;

— for unemployed persons aged over
45 a 60% reduction during the first
two years of the contract and a 50%
reduction for the remaining dura-
tion of the employment relation;

- for long-term unemployed women
from areas in which they are under-
represented a 60% reduction dur-
ing the first two years of the con-
tract;

— for the disabled the current incen-
tives remain in force: grants of up
to PTA 150,000 are available for
changes at the workplace to
render them suitable for disabled
persons and to equip them with
personal safety devices; PTA
500,000 grant for every employ-
ment contract signed; reduction in
the employer contribution to the
social insurance system of 70%
during the entire duration of the
employment contract for disabled
persons under 45 and of 90% for
persons over 45.

In cases in which other public funds
are available for the same purpose, all
the subsidies available under this
measure taken together may amount
to no more than 60% of the annual
labour costs resulting from the em-
ployment contract in question.

Transformation of fixed-term into
permanent contracts

Support is available to firms convert-
ing exiting fixed-term contracts and
temporary agency contracts into per-
manent employment contracts when

the decree comes into effect. Irrespec-
tive of the time at which the contract
was signed, this also applies to appren-
ticeship and work-experience con-
tracts and to training contracts, and
those replacing workers on early or
partial retirement.

The incentive consists of a 50%
reduction in employer social insur-
ance contributions in the first two
years of the contract. If the employees
concerned are aged over 45, are wom-
en in occupations in which they are
underrepresented or disabled work-
ers, the same incentives apply as to
permanent initial contracts.

Due to the introduction of this
measure, the incentives previously
available for fixed-term contracts —
with the exception of the support for
disabled workers — have been abol-
ished.

Tax incentives to create and
maintain employment

Unemployed young people aged less
than 30, the long-term unemployed
and the unemployed over 45 recruited
under a permanent contract within 24
months of the decree coming into
force will not be considered as wage-
earners in calculating the net earnings
for tax assessment purposes for a peri-
od of 24 months following conclusion
of the employment contract. The same
applies to workers whose fixed-term
contracts are converted into perma-
nent contracts within 24 months of the
decree coming into force. This offers a
direct tax incentive for small and
medium-sized enterprises to employ
workers from these categories under
permanent employment contracts.

Job Creation

Luxembourg

Income-Tax Concessions
for Employers Recruiting
the Unemployed

In order to facilitate the reintegration
of the unemployed into the labour
market, a new regulation has been
introduced under which employers
are entitled to tax concessions if they
recruit unemployed persons;

— in trade, industrial, mining or craft
enterprises;

— in profit-making agricultural and
forestry enterprises;

— within the framework of exercising
a professional activity.

The value of the tax concession
amounts to 10% of the gross monthly
salary, which is tax deductible as busi-
ness-related expenditure.

This tax concession is available to
the above-mentioned types of em-
ployer for recruiting persons regis-
tered as unemployed for three months
or longer and allocated by the public
employment service employment un-
der a permanent contract or a fixed-
term contract of at least 24 months for
at least 16 hours per week. The tax
concession can be claimed for each
unemployed person recruited for a
maximum of 36 months from the
month of recruitment.

Subject to these conditions of enti-
tlement, the tax concessions are only
granted for recruitments occurring
between 1 July 1996 and 31 Decem-
ber 1999.
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Training

Portugal

Restructuring of the Insti-
tute for Employment and
Vocational Training and
Regulation of the Insti-
tute for Innovation in
Training

In May 1997, Decree no. 297/97 set

out the details of the restructuring of

the central offices of the Institute for

Employment and Vocational Training

(IEFP). The aim of the reform is to

bring the responsibilities of the organs

of the central offices into line with the
aims of the employment offices and
the vocational training centres. The
new structure of the IEFP will render
compatible the responsibilities of the
employment offices and vocational
training centres, as the “front line” of
the IEFP, in the field of labour market
policy with the responsibilities of the
regional offices, in order to ensure
coordinated action at national level.
The new organisational structure
contains alongside advisory councils

(Assessorias) and a publicity depart-

ment (Gabinete de Comunicagdo) a

number of additional departments, in-

cluding:

— the Employment Department, con-
sisting of the Directorate for Infor-
mation and Careers Advice, the Di-
rectorate for Employment Promo-
tion, the Directorate for Job Place-
ment and the Directorate for Inser-
tion Programmes;

— the Department of Vocational
Training, consisting of the Directo-
rate for Curricular Development,
the Directorate for Training Re-
sources and the Directorate for the
Coordination of Training Measures;

— the Department of Certification,
consisting of the Directorate for the
Promotion of Certification Systems
and the Directorate for Evaluation
and Certification;

— the Department of Strategic Plan-
ning, consisting of the Directorate

for Service Studies and the Directo-
rate for Planning and Administra-
tive Control.

In addition to this organisational
structure, a National Centre for the
Training of Trainers (Centro Nacional
de Formacion de Formadores) is to be
set up under the auspices of the Exec-
utive Committee of the IEFP.

On 12 May 1997, a decree-law
was passed (no. 115/97) regulating
the new Institute for Innovation in
Training (INOFOR), a new organ the
aims of which are promoting the edu-
cational and training system and initi-
ating innovative measures in the
fields of training, and the organisa-
tion and administration of human re-
sources.

INOFOR is responsible for draw-
ing up forecasts of employment
trends and on vocational qualifica-
tions. To this end, an ongoing series
of surveys on short, medium and
long-term vocational training re-
quirements will be conducted. This
system is to serve the needs both of
the bodies participating in the strate-
gic concerted action and in develop-
ing vocational training programmes,
curricula and the certification and ca-
reers advice systems.

Portugal

Initial Vocational Train-
ing Courses

In the wake of the Agreement on a
Strategic “Concerted Action” (Acor-
do de Concerta¢do Estratégica) and
the Programme for the Integration of
Young People into Working Life (Pro-
grama para a Integracdo dos Jovens
na Vida Activa), initial vocational
training courses have been set up by
virtue of a joint ministerial decree
(Ministry for Education and Ministry
for Qualification and Employment) of
7 July 1997.

The courses have two aims:

~ to enable young people who are
in danger of failing to complete
compulsory education because of
leaving school too early to com-
plete their basic schooling in con-
junction with a Level II vocational
training;

- to enable young people who have
completed basic education to un-
dertake vocational training for one
year giving them a Level II voca-
tional training qualification on com-
pletion.

For these initiatives a number of
measures are necessary, in particular
the creation of local partnerships with
training establishments and/or eco-
nomic agents in order to offer ade-
quate solutions that meet students’
needs and to implement successful
training programmes.

The courses are developed and or-
ganised within the respective ambit of
pedagogical autonomy on the initia-
tive of schools and — whenever this is
considered desirable — in cooperation
with other organisations, in particular
with the training centres of the public
employment service (IEFP).

The steering committee (Conseho
de Acompanhamento), consisting of
three representatives each of the Min-
istry for Education and the Ministry
for Qualification and Employment
and chaired by the Director of the
Basic Education Department, is re-
sponsible for accompanying the prod-
ucts developed by schools in accord-
ance with the above-mentioned de-
cree. It is also able to initiate coopera-
tion with representatives of branch
and employer organisations and with
trade unions.

For the academic year 1997/98
courses are to be.developed by a max-
imum of 100 training establishments.
The project is to be steadily expanded
up to the year 2000.
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Finland

Training Allowances

The Council of State provides long-
term unemployed persons with an op-
portunity to receive training allow-
ance for a maximum period of two
years, if they apply on their own initi-
ative for training promoting their oc-
cupational skills. During the training
period, an allowance will be paid
which equals the daily unemployment
allowance or the labour market sup-
port. The allowance is conditional on
at least 12 years’ experience of work
or entrepreneurship. A government
bill on this matter was presented to
Parliament on 11 April 1997.

The proposed scheme will give the
long-term unemployed better eco-
nomic possibilities of partaking in
long-term training on their own initi-
ative and enhance their possibilities
of reintegration. The training allow-
ance for the long-term unemployed
constitutes a special fixed-term pro-
gramme.

The condition for being granted the
allowance is that the long-term unem-
ployed person concerned has been
engaged in waged employment or

been an entrepreneur for at least 12
years. The work history will be stud-
ied by spanning a time period of 18
years prior to the beginning of the
training.

The training should be full time,
should lead to an examination, and
the scope of training should comprise
at least 20 study weeks. It will be
possible to continue studies which
were interrupted before unemploy-
ment began and which would lead to
an academic degree. Carrying out the
syllabus of comprehensive school or
finishing upper-secondary school will
be possible, if the lack of this educa-
tion prevents training or employment.
Supplementary vocational training
comprising at least 30 study weeks as
well as equally comprehensive spe-
cialised studies arranged by polytech-
nics and universities will entitle partic-
ipants to claim an allowance.

Training can be provided by voca-
tional institutions, vocational adult
training centres or special educational
institutions, polytechnics, universi-
ties, upper-secondary schools, music
institutes, training centres for physical
education, high schools, open colleg-
es, study centres and summer univer-
sities.

The allowance will be granted for
a maximum period of two years, ter-

Training

minating at the latest at the end of
1999. The benefit will be funded in
full by the state. In the budget for
1997, FIM 300 million has been re-
served for the funding of benefits and
FIM 337 million for the funding of
student places.

An Act on the support of training
on one’s own initiative for long-term
unemployed persons and an amend-
ment of the National Student Aid Act
are to come into force at the beginning
of August 1997. They will be applied
to training that will begin in July 1998
at the latest.

The proposal aims essentially at
encouraging long-term unemployed
persons who are entirely without any
specialised vocational training to get a
basic vocational examination. For this
reason, the labour administration is
prepared to provide work opportuni-
ties by means of an employment subsi-
dy for such persons without basic vo-
cational training who will take a voca-
tional examination on their own initi-
ative. The employment subsidy may
be granted in situations where the per-
son concerned does not otherwise find
employment within a reasonable time
after the training. The subsidy may on
certain conditions also be granted to
the applicants themselves, e.g. as a
grant for starting a business of their
OWI.

Social Protection, Unemployment Benefits

Netherlands

More Differentiation in
Contributions to the
Unemployment Act

The Dutch Unemployment Act distin-

guishes two consecutive stretches of
benefit: first a reduced pay period,

then the unemployment benefit peri-
od. In April 1997, the cabinet an-
nounced a plan to extend the reduced
pay period, in which economic sectors
have themselves to pay unemploy-
ment benefits to their unemployed,
from 13 to 26 weeks. The extended
reduced pay period is supposed to
come into force on 1 January 1998.
This can be inferred from a request for
consultation to the Social-Economic
Council (SER), the government’s most

important advisory body for social
economic affairs.

The proposal implies that the costs
of unemployment will be assigned
more strongly to the economic sector
which creates the costs. In addition to
this, it would reduce the substantial
deficit of the General Unemployment
Fund which pays unemployment ben-
efits (i.e. after reduced pay). In con-
trast, spending by the sectoral reduced
pay funds will rise. Nevertheless, con-
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Social Protection, Unemployment Benefits

sidering the financial reserves of the
sectoral funds, the cabinet considers
that any rises in contributions for re-
duced pay insurances in 1998 will be
limited to just a few sectors.

Extending the reduced pay period
of the unemployed might create an
incentive for sectors with a relatively
high number of unemployed to im-
prove this record. If not, in the longer
run the perspective could be rising
sectoral contributions for reduced
pay, culminating in rising labour costs
and a deterioration of international
competitiveness.

Finland

Improvements of Security
in Connection with Atypi-
cal Employment Relation-
ships

The President of the Republic ratified
on 23 May 1997 the amendments of
various Acts by which security in con-

nection with atypical employment re-
lationships will be improved. The
workers will be entitled to sick pay
during employment relationships of
less than one month, and holiday com-
pensation in lieu of annual holiday
will be earned already for employ-
ment relationships based on as little as
six hours. The employer should also
aim at paying greater attention to the
need for breaks, especially in demand-
ing work and work that requires
standing or sitting still. The amend-
ments entered into force on 1 June
1997. The amendment of the Act on
Annual Holidays will, however, enter
into force on 1 April 1998.

The Contracts of Employment Act
was amended to the effect that work-
ers are entitled to 50% of their wages
during sick leave, the employment re-
lationship having lasted for less than
one month. The amendment applies to
employment relationships entered
into as of the beginning of June.

The amendments of the Act on An-
nual Holidays entitle the workers,
even those in short-term employment
relations, to a considerably greater
extent to holiday compensation. Holi-
day compensation will be earned as of

Special Categories of Workers

France

The Campaign for
the Young Long-Term
Unemployed

In the course of the National Confer-
ence on Youth Employment held on
10 February 1997, the government
that was replaced in June decided to

make the struggle against long-term
unemployment among young people
- those aged less than 25 and out of
work for more than one year — a pri-
ority task of the ANPE. It is to per-
form this task in cooperation with the
existing network of structures for
young people, the missions locales
(local missions) and the permanent in-
formation and advice centres (Perma-
nences d’acceuil d’information et
d’orientation — PAIO), of which 320
have been entitled “Espaces-jeunes”,

six hours’ employment. The compen-
sation is also payable if the worker has
been employed by the same employer
for at least six hours more than once
during the calendar month. The
amendment will enter into force on 1
April 1998.

The holiday compensation is 8.5%
for short-term employment relation-
ships. If the employment relationship
has lasted for more than a year, the
compensation is 11% of the wages
paid during the qualifying year. The
qualifying year begins on 1 April and
ends on 31 March.

If necessary, the worker has to be
provided with opportunities to take
breaks while working so that he/she
may leave the workplace for a brief
period of time. The amendment of the
Labour Protection Act applies espe-
cially to work which is demanding or
which requires continuous presence.
The amendment entered into force on
1 June 1997.

The amendments are part of the
measures under the government pro-
gramme which aim at improving secu-
rity in connection with atypical work.

and the other institutions composing
the public employment service.

The struggle against long-term un-
employment has been accorded the
very highest priority.

The aim is, between 1 March and 30
September 1997, to draw up propos-
als for the occupational integration of
the 120,000 young long-term unem-
ployed (registered unemployed for an
uninterrupted period of more than 12
months) in metropolitan France and
the 7,400 young people in the over-
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seas departments, and to ensure that
these propositions take on concrete
form by means of a follow-up lasting
up to three months.

The ANPE has been assigned re-
sponsibility for implementing this pro-
gramme. Thus, the local employment
offices and its structures for young
people are to serve as contact points
for young people, are to make them
effective integration proposals and to
provide them follow-up guidance in
such a way that one of the proposals
leads to a concrete measure.

The aim is not merely to invite the
young people to interviews and to
offer them support, for example by
mediating contact with an employer
or a training institution. What must be
ensured is that following a recruit-
ment interview the employer actually
takes on the young person or that he/
she is offered a place by the training
institution.

Four types of integration solution
are to be offered to the young person:

1. Direct access to employment in a
firm (whether or not resulting from
a measure such as the employment
contract initiative (contrat initia-
tive emploi — CIE) or practical
work experience opening access
to employment (stage d’access a
Pemploi — SAE);

2. dual training under an employ-
ment contract (apprenticeship con-
tract, training, orientation or re-
training contract);

3. subsidised employment in the non-
market sector under a solidarity
employment contract (contrat em-
ploi solidarité — CES) or under the
urban jobs programme (emploi de
ville),

4. a training programme following
which the young person receives
further guidance with the aim of
placement.

Such measures cannot be offered di-
rectly to certain categories of young
people; for these preparatory steps
need to be taken. Moreover, some
youngsters with particular personal,
family-related or social problems may
not be suitable for direct occupational
integration measures. In such cases,
the best solution is to incorporate
partner institutions that are better

suited than the employment office to
addressing such difficulties.

Within their overall responsibility
for employment issues, the Prefects
are to organise coordination with
partners making insertion offers: the
inter-ministerial delegation for the oc-
cupational and social integration of
young people in difficulty (Délégation
inter-ministerielle a I'insertion profes-
sionelle et sociale des jeunes en diffi-
culté — D1J), the missions locales, the
offices of the PAIO and the Espaces-
jeunes.

Employers, too, need to be mobi-
lised for this campaign. They should
not only register jobs that can be of-
fered to young people and make
greater efforts to offer dual training
contracts, but also to ensure that some
of these young people are invited to
interview by the head of the firm or by
a member of management, that they
are offered job-search assistance or
even to take on “guardianships”.

Follow-up is to be taken to mean
that the employment office or the in-
stitution contacted by the young per-
son maintains regular contact with the
young person for a period of up to
three months. During this “guidance
period” atleast one contact per month
should take place, more frequently if
possible, if the results of the employ-
ers’ efforts require it. Moreover, in
certain regions an interview with an
employer can constitute one of the
steps proposed to the young person.

During the summer months this
campaign is to be evaluated; the re-
sults are to be available by September.

Between March and the end of May
1997, 91,600 young long-term unem-
ployed in metropolitan France partic-
ipated in these measures. In Decem-
ber 1996, around 120,000 young
long-term unemployed were regis-
tered. The impact of this campaign has
already been felt in the unemploy-
ment statistics: in January 1997,
98,000 young long-term unemployed
were recorded and at the end of April
1997, 88,000.

The policies implemented by the
new government, in power since 3
June 1997, aim to create 700,000 jobs
for young people within two years. It
intends to give new impetus to this
campaign, which is to run to the end of
September 1997.

Special Categories of Workers

Netherlands

Revised Act to Stimulate
the Labour Market
Participation of Ethnic
Minorities

On 1 July 1994, Parliament adopted
an Act to promote proportional access
to employment by ethnic minorities.
The aim was to influence the demand
side of the labour market. This Act
was evaluated in October 1996. In
November 1996, the social partners
drew up a new agreement (1998-
2000) to stimulate the access of ethnic
minorities to jobs. Subsequently, the
social partners advised the govern-
ment to change the 1994 Act. Based
on the results of the evaluation and on
the recommendations of the social
partners, the government proposed to
Parliament (in May 1997) changes in
the Act, in order to make it more
conducive to the effectuation of the
new agreement between the social
partners, as well as more effective by
reducing the administrative burden on
employers. The proposed amend-
ments have yet to be voted on by
Parliament.

The most important proposed
changes in the Act are:

1. Instead of two documents (an an-
nual public report on the past
year and an internal annual plan
about the measures the employer
intends to implement the follow-
ing year to stimulate the employ-
ment of ethnic minorities), the
employer has to make one public
document with figures on the par-
ticipation rate in his organisation
more in accordance with their
participation rate in the general
work force.

2. The annual report is to be submit-
ted to the Regional Employment
Board instead of the Chamber of
Commerce.

3. The enforcement of the Act will be
based on civil law instead of crim-
inal law. The Labour Inspection
will supervise the observation of
the Act by employers.
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Special Categories of Workers

The amended Act (Wer Stimulering
Arbeidsdeelname Minderheden — Wet
Samen), which is expected to come
into effect on 1 January 1998 and to
expire on 1 January 2002, will be
provisional in nature, as was the
former Act.

Austria

“Giving Youth a Chance”

In June 1997, the federal government
and the social partners agreed on a
package of measures to counter youth
unemployment under the title “Giv-
ing Youth a Chance”. Essentially it
consists of three components:

1. a package of measures to reform
apprenticeship training;

2. the support package of the Austri-
an Labour Market Service (LMS);
and

3. the special programme.

Package of measures to reform
apprenticeship training

The federal government and the social
partners have agreed on a package of
measures the aim of which is both to
increase the number of young people
in dual training (apprenticeship) in the
coming years and to raise the number
of enterprises offering training, while
maintaining Austria’s high training
quality.

More specifically, the aim of the
package of measures is to:

- maintain the quality of vocational
training and to increase the number
of training opportunities over the
medium term;

— facilitate access to apprenticeships
both for young people and enter-
prises while maintaining quality
standards;

- increase permeability with respect
to other education/training sys-
tems;

- adjust the regulations on the protec-
tion of children and youth in ac-

cordance with current workplace
realities while maintaining the pro-
tective elements;

— ease the financial pressure on train-
ing enterprises.

Commissioned by the federal govern-
ment, the implementation of this
agreement will be coordinated by the
Federal Ministry of Labour, Health
and Social Security and the Federal
Ministry of Economic Affairs.

The government has put its propos-
als for amendments of the laws on
vocational training (BAG), general
social insurance (ASVG), child and
youth employment (KJBG) and on the
introduction of a vocational training
certificate to parliament. The amend-
ment to the decree on employment
bans and restrictions came into force
on 1 July 1997.

The implementation of the group
apprenticeship occupations — in order
to broaden basic qualifications and to
increase labour market opportunities
— is to occur in two stages (academic
years 1997/98 and 1998/99).

Agreement was also reached on
changes in the tasks of the apprentice-
ship offices, on the creation of bipar-
tite bodies and on the creation of an
inter-departmental coordinating body
covering the entire field of training.
These projects are to be pursued at the
political level.

The LMS support package:

A summary of LMS activities aimed
at solving the training problems of
young people

In 1997, the LMS is to spend around
ATS 1.4 billion out of its national
budget on young people. This repre-
sents around 20% of the overall LMS
budget for support measures. This has
been achieved by restructuring spend-
ing priorities based on the targets set
by the Federal Minister for Labour,
Health and Social Security.

A total of ATS 1 billion is to be
devoted to measures in the field of
preparing for the labour market, ca-
reers advice, counselling, employ-
ment and training. The remaining ATS
400 million will go to finance appren-
ticeships within enterprises, appren-
ticeship workshops and similar institu-
tions.

The following activities will be real-

ised by the LMS in 1997:

— nationwide activities to acquire ap-
prenticeship opportunities, includ-
ing mailings to employers, particu-
larly those who have not so far tak-
en on apprentices, telephone and
personal contacts in particular via
the service for firms for the perma-
nent acquisition and guidance of
apprenticeship offers;

— nationwide interviews with state
and local governments and the so-
cial partners on questions of joint
activities; joint apprenticeship pro-
motion programmes; opportunities
for apprentices with state and local
government and local public bodies;

— information events together with
the social partners (joint acquisition
efforts);

— permanent publicity work, adver-
tising, promotion of the apprentice-
ship promotion programme;
special programme to promote ad-
ditional apprenticeship places in
apprentice workshops;
grants to promote apprentice train-
ing;
extending preparatory courses with
work experience with the aim of
ensuring a direct transition from
those on work experience to ap-
prenticeships in the same work-
place;

continuation of bridging, training

and employment measures for

young people.

|

The special programme

For the event that the reform package

for apprenticeship training and the

activities of the LMS prove insuffi-
cient, a special programme is being
prepared in order to be in a position to

offer every willing 15-year-old a

training opportunity. The success of

the special programme depends large-
ly on whether — depending on the
specific regional and local situation on
the market for youth employment and
training — the various instruments can
be deployed quickly and flexibly.
These include, among others:

— the supply of additional training
opportunities in the upper-second-
ary school system,;

— setting up or extending teams of
advisors to acquire apprenticeship
places in those firms that have re-
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duced or stopped completely their
training activities or have never
trained;

- an offensive to acquire apprentice-
ship opportunities in the new areas
of the future, such as the free pro-
fessions;

- to implement an apprenticeship
foundation in cooperation between
school and enterprise;

- to develop a model project for
young school-leavers, those leaving
academies and graduates who have

Working Time

Belgium

The Flanders Region:
Work Redistribution -
Incentive Grant

In 1994, the Flemish government in-
troduced an incentive grant for em-
ployees working in the Flanders re-
gion who move from a full-time to a
part-time job or who take a career
break in order to undergo vocational
training or to care for dependent chil-
dren up to the age of three years. In
1995, this system was improved fur-
ther by introducing new options and
by raising the value of the grant in
certain cases (cf. BIR B-vii.5). The sys-
tem of incentive grants has now been
changed further in order to make it
still more attractive. This is due to the
Flemish government Decree of 22
October 1996 on changes in the provi-
sions governing the return to work of
unemployed persons entitled to full
benefit or persons of equal status by
means of work redistribution (M.B.
15.2.1997), as modified by the Flem-
ish government decree of 18 March
1997 (M.B. 4.4.1997).

been unemployed for more than six

months.
On top of this comes a specific institu-
tion, set up as a charitable body, that
can perform the functions of a training
enterprise for those young people for
whom the public sector - federal
states, city and local governments —
can offer training but with whom they
are unable or unwilling to conclude an
apprenticeship contract.

With this very comprehensive ini-
tiative the federal government has

Incentive grants for reduced working
hours

Workers reducing their full-time
hours by at least 20% and up to 50%
are entitled to an incentive grant. The
value of the grant, which varies ac-
cording to the extent of the reduction
in working hours, remains unchanged
at:

— BEF 5,000 for a reduction of 50% of
full-time hours;

— BEF 3,000 in other cases.

The grant may only be granted if the
employee has been employed under
a written employment contract with-
out interruption for the six months
immediately preceding the start of
the period of reduced hours, which
must be:

— in the same enterprise,
— under the same working regime.

The reduction in working hours must
take place within the following frame-
work:

— either an enterprise work redistri-
bution plan approved by the Feder-
al Minister of Employment and La-
bour and containing specific meas-
ures relating to voluntary reduc-
tions in working hours;

— orunder a collective agreement reg-
ulating voluntary working-time re-
duction and whose central provi-

Special Categories of Workers

underlined just how important it con-
siders the fight against youth unem-
ployment to be, in order, in the inter-
ests both of the young people them-
selves and the economy as a whole,
to maintain and where possible im-
prove the labour market situation,
which remains relatively favourable
in European terms. To this end, the
federal government has realised at
the right moment an important, long-
awaited reform goal in a central so-
cial area.

sions are recognised by the Flemish
government;

— or under a plan, the details of which
have been sent to the government,
relating to voluntary working-time
reduction agreed with the work
force in an enterprise employing
less than 50 workers and in which
there is no trade union representa-
tion.

An employee who has exhausted all
the legal means of reducing working
hours within the framework of a ca-
reer break has the right, during the
period immediately following the
break, to work under a part-time con-
tract under the same regulations as
applied during his/her career break.
Such workers retain the right to an
incentive grant for reduced working
hours.

The period of reduced working
hours must commence by 31 Decem-
ber 1997 at the latest. The incentive
grant is available for maximum two
years. In determining the maximum
period of two years, the earliest pos-
sible starting date is 1 March 1994,
the latest 31 December 1997.

The incentive grant for reduced
working hours may not be claimed by
employees who simultaneously:

- are performing a second part-time
or full-time job;
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Working Time

— perform any form of paid employ-
ment unless this had already been
performed before the reduced
working hours commenced;

— are in receipt of a benefit under the
unemployment insurance system;

— are in receipt of an incentive grant
for a career break.

Incentive grant for a career break
An incentive grant is also available for
those taking a complete or partial
break from their vocational career.
The levels of the grant have recently
been adapted with regard to the new
opportunities for reducing working
time introduced by the law imple-
menting the multi-annual employ-
ment plan (cf. iMi 52). For each calen-
dar month the grant amounts to:

- BEF 5,000 for employees employed
for at least 75% of full working
hours and taking a complete break
from their career;

- BEF 3,000 for employees employed
for at least 50% of full working
hours and taking a complete break
from their career;

- BEF 3,000 for employees taking a
partial career break and reducing
their working hours by one- or two-
thirds of full-time working hours;

— BEF 2,000 for employees taking a
partial career break and reducing
their working hours by one quarter
or one-fifth of full-time working
hours;

The grant may only be granted if the

employee has been employed under a

written employment contract without

interruption for the six months imme-
diately preceding the start of the peri-
od of reduced hours, which must be:

- in the same enterprise,

- under the same working regime.

The application for the career break

must be for one of the following rea-

sons:

— vocational training

— caring for dependent children up to
the age of eight years;

- emergency care

~ staring up a small business (self-
employment);

- voluntary work;

- socio-cultural work.

The career break must commence on

31 December 1997 at the latest. The

incentive grant is available for up to

two years. In determining the maxi-

mum period of two years, the earliest
possible starting date is 1 March 1994,
the latest 31 December 1997.

In the case of a career break in
order to undergo vocational training,
the grant is available for the duration
of the training period and at least for
one quarter.

In the case of a career break in
order to care for dependent children,
payment of the grant ends on the
child’s eighth birthday, the minimum
period of payment being one quarter
and the maximum two years.

In the case of a career break for
emergency care, the grant is only
available for the duration of the career
break, which in this case is restricted
to one month, extendable by one fur-
ther month.

In the case of a career break in
order to set up a small business, the
period for which the grant is available
is restricted to the period during which
the “interruption benefit” (Allocation
d’interruption) is granted, i.e. for a
maximum of one year after commenc-
ing self-employed activity.

The incentive grant for a career
break may not be claimed by employ-
ees who simultaneously:

- are performing a second part-time
or full-time job;

— perform any form of paid em-
ployment unless this had already
been performed before the reduced
working hours commenced;

— are in receipt of a benefit under the
unemployment insurance system;

— are in receipt of an incentive grant
for reduced working hours.

Netherlands

Financial Support for
Career Break

The Cabinet has decided to offer fi-
nancial support to workers taking a
career break. This decision can count
on the approval of the social partners.
Opportunities for leave and career
break imply a new organisation of

work. Since work organisation is seen
as a primary responsibility of the so-
cial partners, the Minister of Social
Affairs and Employment only wants
to provide opportunities for leave and
career breaks if the social partners
agree.

The Cabinet has decided to draw up
a regulation for offering financial sup-
port to employees who want to inter-
rupt their careers for a period of two
to six months. An important condition
is that the employer recruits for the
same or another function in the enter-
prise a long-term unemployed person
or someone drawing social benefit. In
order to take account of the special
needs of small and medium-sized en-
terprises, a pool construction is possi-
ble. In that case the employee will be
replaced by someone who is in the
service of a pool organisation. This
person will be placed successively in
different functions or enterprises. This
special arrangement aims to enhance
the participation of small and medi-
um-sized enterprises by overcoming
the obstacle of an inability to find
experienced substitutes.

Another condition is that the career
break must be used for care tasks or
training. In the case of palliative leave
(to care for severely ill relatives for at
most two months), replacement is not
obligatory.

The regulation on career breaks is
be presented to the Council of State
for consultation. Meanwhile, the Cab-
inet is considering ways of stimulating
other forms of leave (e.g. adoption
leave, leave for partners in the case of
childbirth), in addition to the responsi-
bility of employer and employees and
with regard to opportunities which
exist already.

Finland

Positive Results of Job
Rotation and 6+6 Hours
Working-Time Model

The interest of wage-earners in the
job-rotation scheme (iMi 54, p. 17) is
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quite widespread. According to a
monitoring study undertaken by re-
searchers Jouko Natti, Sauli Ru-
uskanen and Ilkka Virmasalo and
published by the Ministry of Labour
in May 1997, approximately 11%
(200,000 persons) of wage-earners
were planning to utilise the possibility
of leave through job rotation within
the next three years. Thirty-nine per
cent of the employers were ready to
agree on job rotation within the next
year. The wage-replacement rate of
the person on leave — which for aver-
age income is around 30 to 35% -
poses a problem, however. On aver-
age, wage-earners consider 68% of
the gross wage to be the appropriate
rate, whereas in employers’ view,
61% would be suitable.

In 1996, the opportunity to take
leave through job rotation was utilised
by 5,500 persons. Some of the leaves
ended already within the same year.
At the end of April 1997, altogether
3,509 persons were on leave. A ma-
jority of those on job-rotation leave
are women (71%). The average age is
43 years, and the substitutes are on
average 33 years old. In this regard,
job rotation brings new impulses to
workplaces. Most of those utilising the
possibility of job rotation come from
the fields of health and social services,
public administration, industry, edu-
cation and communication.

The most common reason for tak-
ing job rotation leave is the need to
have more time for the family or care
work. In addition, stress and bad at-
mosphere at the workplace, hobbies
and the need for rehabilitation or rest
are important reasons. The possibility
of job rotation has been very wel-
come. According to nine out of ten
respondents, the leave had corre-

worked for the same employer before.
The substitutes usually have the same
tasks as those of the person on leave.
The positive aspects of working as a
substitute are the possibilities of entry
into employment, of gaining working
experience and maintaining occupa-
tional skills as well as better income
and increasing self-respect. Approxi-
mately 80% of the substitutes thought
that they have better possibilities of
finding work in the future. Negative
aspects mentioned were the tempo-
rary and short-term nature of the
work.

Usually only one person per work-
place takes job-rotation leave. Em-
ployers consider job rotation to be
best suited to workers and lower-level
functionaries. Employers are not
ready to let the “key persons” of the
organisation on leave. For employers,
the positive aspects of job rotation are
increased working ability and the
scope for training as well as the new
ideas and impulses brought to the
workplace by the substitutes. Draw-
backs mentioned were shrinking sub-
sistence of the workers and the extra
work caused by looking for and train-
ing the substitutes.

A monitoring study into the 6+6
hours working-time model (cf. iMi 52,
p- 11), also published in May 1997,
showed that the wage level of the
workers has been safeguarded due to
increased productivity. The study
covered four enterprises where the
model has been tried out. The enter-

Working Time

prises have all experienced the bene-
fits of the 6+6 hours model: increased
operational time and better capital
utilisation levels. Workers have been
reluctant to accept lower wages,
though.

The aim of the management of the
enterprise is to reduce production
costs per product. Productivity is in-
creased by condensing the working
day and reorganising the work. For
instance, team work is increasingly
encouraged. Productivity is increased
also by the more efficient use of capi-
tal.

The 6+6 hours model is not sharing
of work but a working-time solution
that has an employment-promoting
effect. Through implementation of the
model, the amount of overtime work
has decreased and the number of
workers increased. Whether new
workers are actually hired depends on
whether the enterprise is seeking to
raise the level of output.

Shortened working time means a
more condensed working day for the
workers. On the other hand, consider-
ably increased leisure time and the
end of the vicious cycle of overtime
work have helped maintain working
capacity. The study that was carried
out at the University of Jyvaskyld by
researcher Timo Anttila and pub-
lished by the Ministry of Labour also
includes consideration of the possibil-
ities of and obstacles to shortened
working time and longer service hours
in municipalities.

Rough currency conversion rates

One European Currency Unit (ECU) was roughly equivalent to the
following amounts of national currencies (24 September 1997):

sponded to their expectations, and the Belgium BEF 40.42
same share announced that they will 8enmark DKK 7.46
.1 o . ermany DM 1.96
utlll.se t'he. p9531b111ty of taking .leave Greece GRD 309.64
again, if it is possible. The biggest Spain ESP 165.41
cause of concern has been the decline France FRF 6.58
in income. In practice, the disposable Ireland IEP 0.76
monthly remuneration has usually ital}’ b Ingf{ 1/9182%
uxembour: .
been less than FIM 3,000. Netheriandsg NLG o]
The earlier work history of the sub- Austria ATS 13.78
stitutes is characterised by fixed-term Portugal PTE 199.46
employment relationships and fairly Finland FIM 5.85
short periods of unemployment. More Sweden SEK 8.44
than half of the substitutes have United Kingdom GBP 0.69
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Miscellaneous

Netherlands

Liberalisation of Parental
Leave

From 1 July 1997 the parental leave
regulation will be liberalised. Then,
instead of the present part-time leave
arrangement for six months it will be
possible — for instance - to take a
three-month full-time leave period.
The leave period may also be
stretched out over a longer period
than six months. In addition, employ-
ees working less than 20 hours per
week will also obtain the right to pa-
rental leave.

Recently, the “Ferste kammer”
(Upper Chamber of Parliament) has
agreed to the bill concerning a flexibi-
lisation of parental leave. The law on
parental leave (till 1 July) only offered
the possibility of unpaid leave for a
maximum period of six months. Dur-
ing leave an employee had to work at
least 20 hours per week. The new
legislation offers employers and em-
ployees (both under collective agree-
ments and in specific cases) opportuni-
ties for flexibility and individualisa-
tion.

The number of years for which an
employee has the right to take unpaid
parental leave has also been extend-
ed. Since July 1997 he/she can do so
until the child has reached the age of 8
(previously 4). Also employees work-
ing abroad for a Dutch company have
now in principle received a right to
parental leave.

Finland

Temporary System of
Financial Support for
Domestic Work

A Government bill with a proposal for
an Act on a temporary system of fi-

nancial support for domestic work
was passed in Parliament on 16 June
1997. By virtue of the Act, it will be
possible, on a regional basis, to try out
a system of financial support for do-
mestic work. The support will be
granted to enterprises producing serv-
ices for households. The support will
promote the activities of service en-
terprises by cutting the prices of serv-
ices produced for households; the de-
mand for services is thus expected to
increase. At the same time, the sup-
port will have an employment-pro-
moting effect. It will enhance the pos-
sibilities of old people and the disa-
bled to manage at home for as long as
possible, and make it easier for gain-
fully employed persons to manage the
work in the household. The aim is also
to reduce moonlighting.

Domestic, nursing or care work
performed for a private household in a
residence or secondary residence in
the experimental area will constitute
the ground for granting support for
domestic work. Domestic work refers
to work related to living and to daily
life. Thus, for instance, looking after
the yard and garden, cooking, clean-
ing, laundering, and doing shopping
will entitle participants to financial
support. Nursing and care work refers
to the care of a person, such as wash-
ing, dressing and feeding. The defini-
tion includes the nursing and care of
children, old people and disabled per-
sons.

The financial support can also be
granted for maintenance or renova-
tion of residences or secondary resi-
dences. The installation or service of
household appliances and devices will
not be regarded as maintenance of
residences. Financial support will not
be granted insofar as the same work
would entitle participants to other so-
cietal aid, such as child home-care al-
lowance, allowance referred to in the
Act on private care allowance, or an
employment subsidy intended for the
hiring of employees. The aim is also
that financial support may be granted
only for conventional domestic, nurs-
ing and care work. For this reason,
health and nursing services which do

not require value added tax will not be
entitled to support.

The financial support will amount
to 40% of the remuneration paid for
the work, yet no more than FIM 33 per
hour. The support will be granted for a
maximum of 150 hours per household
and calendar year. A separate deci-
sion was made on the areas where the
support system will be tried out.

The Act will enter into force on 1
October 1997, and it will be applied in
1997-99. In 1997, support will be
granted for work of a maximum of 40
hours per household.

In the state budget for 1997, FIM 25
million has been granted for support-
ing the employment possibilities of
households. The grant may be used for
the remuneration of enhancing the
employment possibilities of house-
holds, for the administrative costs of
the experimental system and for ex-
penses caused by the monitoring of
the experiment. The assessment of the
financial effects of the support system
is, however, not easy on the basis of
the present situation, since there is no
corresponding system. If a household
were to use services so as to claim a
maximum amount of financial support
per year, the costs per household
would amount to FIM 4,950.

The matter was under preparation
in, for example, working groups de-
bating the encouragement of the em-
ployment possibilities of households.
The preparations were based on the
so-called Danish model. Simultane-
ously with this Government bill, a
Government bill with a proposal for
an Act on a temporary tax incentive
for domestic work (tax deduction) was
passed. This Act will also be applied in
1997-99 on a regional basis. The aim
is to compare the two different sys-
tems and their impact on, for instance,
employment, prices and administra-
tive expenses.
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The “Focus” part of inforMISEP “Policies” is conceived by the secretariat of the European Employment Observatory.
The opinions and analyses contained in this section do not necessarily reflect the opinions or views of the European
Commission or the correspondents. Signed articles are the sole responsibility of the author(s).

The Dutch Employment
Miracle?

A Comparison of the
Employment Systems in
the Netherlands and
Germany

Giinther Schmid!

In the 1980s, the unemployment rate
in the Netherlands was still one of the
highest in the European Community,
while Germany had one of the lowest.
Today, the positions are reversed.
Why is this so? Is there such a thing as
a “Dutch employment miracle”?
What contribution has labour market
policy made to this state of affairs?

What can other countries learn from
the Netherlands, or does the German
model, once so highly praised, still
retain a certain charm?

The following attempt to answer
these questions starts by comparing
the labour market performance of the
two countries. In assessing their mac-
ro-economic performance, the USA
and Japan are chosen as additional
reference countries. The study then
investigates the role of labour market
policy and other institutional factors
determining the way the economy
has adjusted to structural change.
Comparative assessment of the two
employment systems shows that a
new employment regime in the Neth-
erlands seems to have emerged in
which flexibility and security are
combined in an efficient way.

Figure 1: Unemployment Rates in Germany and the Netherlands
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Table A.

Sources: OECD Labour Force Statistics, 1974-94; OECD 1997b, Annex,

Labour market performance

In 1970, the unemployment rate in
both countries was about 1%, a situa-
tion of “full employment” of which
we dare not even dream today. Sub-
sequently, a gap opened up in favour
of Germany. The two recessions of
1974/75 and 1980/81 were a consid-
erably greater shock to the Nether-
lands than to the former West Germa-
ny. In the mid-1980s (i.e., it should be
noted, before German unification),
however, the figures began to turn.
The gap began to close, initially
among men, then among women as
well, and since the beginning of the
1990s, the gap has been widening
again, this time in favour of the Neth-
erlands (Figure 1).

The labour market situation in the
Netherlands has improved, particu-
larly for older and younger workers,
while unemployment rates among
ethnic minorities and low-skilled
workers remained almost unchanged.
The deterioration in the labour mar-
ket situation in Germany has been
mainly at the expense of low-skilled
and older workers. In both countries,
long-term unemployment is unac-
ceptably high. In the Netherlands, the
relation of long-term unemployment
to overall unemployment did not im-
prove, while in Germany it deterio-
rated further (Table 1).

What initiated the turn-around in
the Netherlands in the mid-1980s?
The first (and often the only) explana-

1 Director of the Research Department La-
bour Market Policy and Employment at the
Social Science Research Centre Berlin
(WZB) and Professor of Political Economy
at the Free University of Berlin. Address:
Reichpietschufer 50, D-10785 Berlin, Tel.
+49-30-25491-130; Fax 49-30-25491-
222; email:gues@medea.wz-berlin.de. —
Special thanks go to Maja Helmer and
Holger Schiitz who assisted in the produc-
tion of the figures and tables.
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Table 1: Structure of Unemployment in Germany and the Netherlands

Germany Netherlands

1983 1991 1996 | 1983 1991 1996
Overall unemployment
rates! 7.7 4.2 9.0 12.0 9.7 6.3
— older workers (55-64) 8.9 13.4 17.9 13.4 3.4 4.0
— young workers (15-24)| 11.0 5.4 8.0 24.9 10.0 11.4
— women 8.8 7.0 10.2 14.0 9.7 8.1
- low-skilled? 14.0 13.1 19.7 n.a. 9.6 10.8
— foreigners® 14.7 10.7 18.9 20.00  17.0 17.9
Long-term unemployed* 41.6 315 483> | 47.8 45.5 49.0

Germany.

b = 1995; n.a. = not available.

thor’s calculations.

Notes: With the exception of unemployment rates, data are not strictly compar-
able due to different national sources and definitions. 1996 data include eastern

1 = standardised; 2 = without vocational qualification; 3 = ethnic minorities in
the Netherlands; 4 = as a share of all unemployed, survey-based data; a = 1987;

Sources: OECD 1997a and 1996a; Labour Force Statistics 1974-94; ANBA-
Jahreszahlen, various years; ANBA-Strukturanalyse 1996; ANBA-Sonderheft
Arbeitsmarkt 1996; Social Memorandum Netherlands 1998 (forthcoming); au-

tion that occurs to economists is wag-
es. Itisindeed the case thatunit labour
costs have been rising less rapidly in
the Netherlands than in Germany
since the beginning of the 1980s. This
is due in large measure to a strategic
change in Dutch industrial relations.
In 1982, the social partners in the
Foundation of Labour (Stichting van
de Arbeid — STAR) concluded an
agreement that gave employment pri-
ority over income growth. This so-
called Wassenaar Agreement is con-
sidered the blueprint of the current
Dutch socio-economic model. As one
result of this agreement, unit labour
costs have fallen more sharply after
recessions and increased less drastical-
ly during economic upswings than in
Germany. The overall impact was an
increase in unit labour costs of “only”
27%, compared to 48% in West Ger-
many from 1979 to 1996, which corre-
sponds to a decline in the real external
value of the Dutch guilder against the
Deutschmark of one-sixth (DIW
1997).2 However, this marked differ-
ence in wage trends seems have come
to a halt in 1994, and the most recent
figures even suggest a reversal in this
relationship (Figure 2).

Thus, the key to the Dutch employ-
ment miracle cannot be found in wage
trends alone. Are there perhaps dif-
ferences in wage structures? Wage

differentials are comparatively low in
both countries and have scarcely
changed in recent years. In Germany,
however, there has been an above-
average increase in the real wages of
low-paid workers. The consequences
can be seen in the dispersion of wages
in the low-pay sector. Whereas the
ratio of the middle (D5) to the lowest
income decile (D1) in the Netherlands
has remained more or less constant at
1.6, it fell in the former Federal Re-
public from 1.6 to 1.4 between 1983
and 1993.3 Neo-classical economists
claim that this will have negative con-
sequences for the growth of employ-
ment.

Yet this is clearly not the case in the
Netherlands, at least not at first sight.
Between 1971 and 1991, the number
of employees rose from 4.8 to 6.5
million, or by no less than 36%, even
more than in the USA (33%), and far
higher than in West Germany (8%)
(Werner 1994). The Dutch employ-
ment miracle is also reflected in the
high level of employment elasticity.
Between 1974 and 1995, one per-
centage point of economic growth in
the Netherlands produced an increase
in employment of 0.41%; the corre-
sponding figure for the USA was
0.75%, but for West Germany it was
only 0.23%.

However, more detailed analysis
reveals a somewhat different picture.
By far the greatest share of the Dutch
job miracle is attributable to the crea-
tion of part-time jobs. No other OECD
country currently has such a high level
of part-time employment as the Neth-
erlands. Over a period of 25 years, and
particularly in the 1980s, the overall

2 From a macro-economic point of view, it
must be noted that an adjustment strategy
of increasing international competition
through “real devaluation” is an option
only for small countries. The adoption of
this strategy by a large country like Germa-
ny would induce a “devaluation spiral” at
the end of which all countries would be
worse off than at the beginning (DIW
1997). This illustrates the urgent need for
international coordination of monetary and
fiscal policy.

3 Wage dispersion in the low-pay sector fell
particularly sharply among women; among
men, the drop was only slight (cf. OECD
1996b, Table 3.1, pp. 61-2).

Figure 2: Annual Change Rates of Unit Labour Costs

Netherlands

Sources: OECD 1997b, Annex, Table

13; 1997 projected data.
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Figure 3: Part-time Rates in Germany and the Netherlands
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Netherlands

Figure 4: Labour Force Participation Rates in Germany and the
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rate of part-time work rose from about
5 to 35%, and for women from 15 to

no less than 65 %. The rise in part-time
work in Germany was considerably

lower, and has now reached an overall
level of 18%; the figure for women is
about 33%, that for men only 3.3%
(Figure 3).

Further illuminating information
can be gleaned from a comparison of
participation rates. For many years
participation rates among men ran al-
most parallel to each other, at a slight-
ly lower level for Dutch men; more
recently, however, the trend down-
wards slowed and was even reversed
in Holland, so that the levels in the
two countries are now the same. Par-
ticipation rates among women in Hol-
land used to lag far behind those in
Germany, which are themselves low
by international standards. As can be
seen from Figure 4, Dutch women
have now caught up with, but yet not
overtaken, their German counter-
parts. The same trends apply to em-
ployment rates (not shown here).

Four positive aspects of Dutch
part-time employment trends are
worthy of particular note. The vast
majority of part-time work is volun-
tary and obviously reflects the prefer-
ences of the employees concerned.
Two-thirds of part-timers have high
levels of education, which would sug-
gest that most part-time jobs make
high demands on those holding them.
Part-timers in the Netherlands also
enjoy better social security cover
than those in Germany since the enti-
tlement thresholds have been re-
duced.* Finally, 17% of men are in
part-time employment, compared
with an EU15 average of only 5%,
which is indicative of a highly devel-
oped sense of equality in the Nether-
lands.

On the other hand, the significant
proportion of people working short
hours (“marginal” part-time work)
seems to be a cause for concern:
31.5% of part-timers in the Nether-
lands (38.4% of men and 29.1% of
women) worked fewer than 10 hours
per week in 1995. The corresponding
figures for Germany are 19.2% of all,
27% of male and 18 % of female part-
timers (Eurostat 1996, pp. 178-9). Be-
cause of the low working hours, and

4 Cf. den Broeder (1995, p. 301) and the
bibliographical references listed there.
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the low wages inevitable associated
with them, most of these workers pre-
sumably derive their subsistence from
other sources. The share of part-timers
who wish to work full time rose from
5.1% (1993) to 7.3% (1995) in the
Netherlands, although this is less than
in Germany (6.8 and 9.8%, respec-
tively). Due to the high overall pro-
portion of part-timers, the involuntary
part-time rate (as a share of involun-
tary part-timers in the working-age
population) in the Netherlands is three
times as high as in the Federal Repub-
lic; the OECD calculated a figure of
5.6% (1991) versus 1.5% (1993) in
Germany (OECD 1995, p. 179).

Another cause for concern is the
restricted legal protection enjoyed by
those working short hours (Delsen
1995). Flexible work enables firms to
react to fluctuations in demand by
hiring and firing those on short-hour
contracts, but equally it could hinder
the sustainable integration of young
people, female returnees or workers
on fixed-term contracts into the regu-
lar labour market®. It is also interest-
ing to note that many part-timers in
the Netherlands work only part-time
because they are also in education or
training: in 1995 the figures were
17.1% (men 33.4%, women 11.2%),
compared to only 7.4% (men 22.8%,
women 5.2%) in Germany (Eurostat
1996, pp. 138-9).

Admiration for the Dutch job mira-
cle is diminished by the fact that total
working hours declined in the 1980s,
despite the growth in the number of
people in work, and did not return to
the 1970 level until 1993 (Werner
1994). Rising numbers of people in
work with static or even declining to-
tal working hours can mean only one
thing: there has been a massive redis-
tribution of work, with a correspond-
ing redistribution of earnings. I will
return later to the question of how
such a redistribution of work is to be
judged in economic terms.

However, part-time work (in new-
ly created jobs) is only one of the
elements in the Dutch model of em-
ployment redistribution. The second
element is (or was until recently) la-
bour supply reduction in the form of
the early retirement of large numbers

of older or handicapped workers. As
a result, participation rates among
older people in the Netherlands are
the lowest in the world (see Figure 4).
The latest OECD report on the Neth-
erlands puts the so-called “broad un-
employment rate”, i.e. all forms of
exclusion from the labour market, to-
gether with participation in labour
market programmes and highly subsi-
dised types of employment, at 27.1%.
This is far higher than in western and
almost as high as in eastern Germany.
The exclusion strategy has also been
adopted in Germany, albeit in a mod-
erated form, and the “broad unem-
ployment rate” in Germany, at about
22%, is considerably lower (Figure
5), despite the greater numbers in-
volved in active labour market policy
measures (cf. below).

Sceptics may object that such a
strategy impairs economic efficiency
and competitiveness. Whether such
scepticism is justified will be exam-
ined in the next section.

Macro-economic performance

The economic effect of the differ-
ent institutional economic filters used
in the two countries can be seen in the
level and dynamics of national in-
come and in the contribution made by
the individual components that make
up value added. This can be revealed
by disaggregating the various compo-
nents of per capita GDP into separate
figures for labour productivity, work-

ing hours per person employed and
participation rate. Whereas labour
productivity can be used as an indica-
tor of labour market efficiency, work-
ing time per person employed can be
interpreted as an indicator for the de-
gree of employment and income re-
distribution; the participation rate,
for its part, serves as an indicator for
the degree of social integration.

Table 2 shows that, measured in
terms of GDP per capita (in purchas-
ing power parities), of the four coun-
tries considered here the USA enjoyed
the highest level of economic well-
being, followed by Japan and Germa-
ny, with the Netherlands trailing all
three countries in this respect.® As far

5 However, deregulation of this kind can also
lead to higher turnover rates, thereby in-
creasing the chances of integration for those
workers with a competitive advantage in
the labour market. The actual impact of
such deregulation can be determined only
by detailed studies of work histories and
income distribution. Thus, a recent study
found that 50% of those in “flexible jobs”
in 1988 (fixed-term contracts, temporary
work, short hours) were in “regular em-
ployment” three years later. On the other
hand, only 4.5% of those in “regular jobs”
were in non-standard employment three
years later. The Netherlands have the high-
est rate of part-time work among young
people in Europe (25%), which would sug-
gest that entry into the labour market is
commonly effected through part-time jobs
(Muffels et al. 1996).

6 The validity of GDP per capita as an indica-
tor of wealth can, of course, be criticised;
see for some aspects of this discussion
Schmid (1997a, b).

Table 2: Disaggregation of GDP per Capita (GDP/POP) into Indicators
of Efficiency, Employment Redistribution and Integration (1994, in

rate).

Total Civilian Employment).

ECU)
GDP/POP = GDP/h * h/E * E/POP

USA 19,364 = 21.09 * 1,945 * 0.47
Japan 15,735 = 16.07 * 1,898 * 0.52
Germany 14,933 = 21.50 * 1,575 * 0.44
Netherlands 14,109 = 23.43 * 1,397 * 0.43
GDP/POP = Gross domestic product per capita.
h = Total working hours per year.
E = Economically active employed person.
h/E = Actual hours worked per year per person.

E/POP = Employed persons/total population (i.e. employment participation

Sources: Author’s calculations; data on GDP from OECD 1996c¢ (Basic Statistics,
International Comparison) and conversion of data given there in US$ into ECU
at a rate of 0.759; data on hours worked from OECD 1996a (Table C, p. 190);
data on economically active population from OECD 1996c¢ (Basic Statistics,
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Figure 5: Broad Unemployment Rates in Germany and the Netherlands
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Sources: OECD 1996c¢, Statistisches Jahrbuch Deutschland 96; VDR-Rentenstatistik; IAB-Kurzberichte; Arbeit + Beruf 2/

as theindicator of efficiency (i.e. hour-
ly productivity) is concerned, howev-
er, the ranking order is quite different.
The Netherlands heads the table, fol-
lowed (at some distance) by Germany,
the USA and Japan. The Netherlands
also leads the field when it comes to
the indicator of employment redistri-
bution: the Dutch have the lowest av-
erage working time per person em-

ployed, followed by Germany, with
Japan and, surprisingly, the USA,
bringing up the rear.

It comes as no great surprise to find
that the ranking order for the indicator
of the degree of social integration in
the labour market is different again.
Japan has the highest degree of inte-
gration, followed by the USA, with
the Netherlands trailing behind Ger-

Table 3: Disaggregation of Economic Growth into Indicators of
Efficiency, Employment Redistribution and Integration (1983-94)

Annual average growth rates

AGDP/POP = AGDP/h  + Ah/E + AE/POP
USA 2.0 0.8 0.3 0.9
Japan 3.0 3.2 -0.9 0.7
Germany (West) 1.8 0.3 -0.9 2.4
Netherlands 2.0 0.8 -0.8 2.1

GDP/POP.

Sources: OECD Employment Outlook; OECD National Accounts; OECD Eco-
nomic Outlook; Statistisches Jahrbuch Deutschland; UN Demographic Year-
book; author’s calculations. — Because of “noise” in the basic data and rounding
errors, the sum of the components does not always produce the exact figure for

many. This breakdown of GDP into its
various components reveals more
clearly the reason why the Nether-
lands has a relatively low GDP per
capita, despite having the highest
ranking for efficiency. It is due mainly
to the low employment rate, which is
the result of the early retirement strat-
egy pursued over a long period and
which has not been fully redressed by
the creation of large numbers of part-
time jobs. If the Dutch are to stick to
the strategy of redistributing work and
reducing average working time (over
the working life), then ways have to be
sought to raise the general employ-
ment level further. Germany is faced
with a similar problem, although with
a somewhat different emphasis: there
is still scope for a further redistribution
of work in the interests of job creation,
and the degree of labour market inte-
gration could also be improved.
However, before we bid a precipi-
tate farewell to the Dutch model, we
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should take a quick look at the dy-
namics of economic well-being. Has
the dynamics of growth in the Nether-
lands deteriorated in relative terms as
a result of the massive redistribution
of work and income, as the received
wisdom of neo-classical economists
and of classical Keynesians would
lead us to suppose? Far from it. A
breakdown of annual average rates of
growth of per capita GDP between
1983 and 1994 into separate figures
for labour productivity, work redistri-
bution and labour market integration
enables us to reject this assumption
(Table 3).

A breakdown of the increase in na-
tional income per capita over the last
decade reveals an astonishing picture.
The dynamics of growth in the Nether-
lands is the same as in the USA, while
western Germany even comes out
slightly worse. Only Japan performed
better. The relatively low rate of
growth in the (former) Federal Repub-
licis probably attributable to the enor-
mous transfer payments made to the
new Ldnder of former East Germany
in the years following unification.

However, the composition of this
growth differs enormously. Just
about half of the growth in the USA is
derived from labour productivity and
from the increase in labour market
participation. If the increase in aver-
age working time per person em-
ployed is taken into account, then the
employment regime in the USA can
be described as one of extensive
growth. Japan, on the other hand, is
the high-productivity regime par ex-
cellence: labour productivity exceeds
growth, and the relative employment
rate could be increased only by reduc-
ing individual working time (albeit
from a very high starting level).

What is surprising is the extent of
the contribution made by the integra-
tion factor in Germany and the Neth-
erlands. At first glance, this result
completely contradicts what might
have been expected on the basis of
other indicators, which suggest that
labour market exclusion is rising and
that economic growth is producing lit-
tle in the way of new jobs. However,
the contradiction is resolved if ac-
count is taken of the drastic reduction

in individual working time relative to
growth. True, this has reduced the
potential growth rate by almost 50%,
but the effect in both cases on job
creation and work redistribution has
apparently been positive. In the
Netherlands, this effect was achieved
by the creation of part-time jobs and
the early retirement policy, as al-
ready outlined above; in Germany, it
was achieved largely by reducing
weekly working time and through
early retirement programmes.”

If it is assumed that the early retire-
ment policy can no longer be sus-
tained and that considerable scope for
a policy of employment redistribution
through increased part-time working
still exists only in Germany,® then
the question is what policy is capable
of encouraging employment-intens-
ive growth. The employment level
depends primarily on decisions taken
in the production system, i.e. on mon-
etary and fiscal policy and on the ex-
tent to which structural policy is con-
ducive to innovation. However, it is
labour market institutions — private
households, education, industrial re-
lations and social security systems —
that determine whether production
decisions are converted into jobs. La-
bour market policy is an important
intermediary factor, having catalytic
and coordinating functions in improv-
ing the interfaces between the various
labour market institutions. So let us
pursue our comparative study by in-
vestigating the role of labour market
policy in the Dutch and German em-
ployment systems.’

Labour market policy

The Netherlands spent a higher share
of GDP on passive labour market
policy than Germany in 1996; this
was true in absolute as well as in rela-
tive terms. Whereas the Dutch spent
3.4% of GDP on providing for the
unemployed, the corresponding fig-
ure in Germany was “only” 2%. In
other words, for each unemployed
person, the Dutch paid out an aver-
age of ECU 20,937 in 1996, com-
pared with “only” ECU 11,079 in
Germany (Figure 6).

Thus social security provision for
unemployed people in the Nether-

lands is considerably more generous
than in Germany. This can also be seen
in the wage-replacement rates. The
wage-replacement rate (before tax) in
the Netherlands for a single person on
average pay is 70% in the first month
of unemployment, compared with
37% in Germany. The net wage-re-
placement rate (after tax, including
transfer payments) is 77 % for a mar-
ried couple without children, com-
pared with 60% in Germany; the cor-
responding figures for a married cou-
ple with two children are 84 and 78%.
Moreover, the maximum period of en-
titlement, which mainly applies to old-
er employees with a long employment
history, is considerably longer in the
Netherlands than in Germany - 54
months compared with 32. Once the
period of entitlement has expired, un-
employment benefit is replaced by
means-tested unemployment or social

7 Furthermore, the growth in employment in
the USA is due, to a much greater extent
than in the Netherlands or in Germany, to
the increase in the population of working
age. In other words, the American jobs mir-
acle has less to do with the soundness of the
employment regime than with demograph-
ics: 75 to 80% of the growth in employment
can be explained by the increase in the
number of people of working age (House-
man 1995). It may be that the declining
ratio of the population of working age to
total population in the USA additionally
relieved the strain on the labour market
(1983: 66.3; 1994: 65.2), whereas the same
ratio increased slightly in Germany and the
Netherlands, and is considerably higher
than in the USA (West Germany 1980:
65.9; 1994: 67.2; Netherlands 1983: 67.5;
1994: 68.6).

8 There is still scope in the Netherlands for a
redistribution of employment between men
and women, although this would of course
be employment-neutral in overall terms.

9 1 cannot do justice within the constraints of
this article to other important interrelation-
ships in employment systems, especially the
links between social security and the func-
tioning of labour markets; for an excellent
overview see Blomsma & Jansweijer
(1997) and also de Jager (1997). The most
important lesson to learn from Holland is,
in my view, the fact that a relatively gener-
ous basic pension scheme (which is inde-
pendent of the employment career) allows
people to move flexibly from one employ-
ment status to another without losing too
much in terms of pension entitlements. In
comparison with other countries, the over-
all social security system was also relatively
“friendly” towards part-time workers from
the onset, and since the mid-eighties re-
maining thresholds unfavourable to part-
time employment were removed by law.
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Figure 6: Expenditure on Labour Market Policy in Germany and the
Netherlands
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assistance. In the case of a person who
has been unemployed for 60 months,
who is entitled to claim, is married and

has two children, the net wage-re-
placement rate in the Netherlands is
still 80 %, compared with 71 % in Ger-

Table 4: Expenditure on (as % of GDP) and Participants in (as % of
Total Labour Force) Labour Market Policy Measures in 1992 and 1996

Germany Netherlands
1992 1996 1992 1996
Expenditure on passive labour market
policy 1.96 2.37 2.58 341
Expenditure on active labour market
policy 1.69 1.43 1.14 1.37
— employment service 0.24 0.24 0.16 0.36
— training and further training 0.65 0.45 0.23 0.12
— youth programmes 0.06 0.07 0.06 0.09
— wage subsidies 0.07 0.07 0.03 0,13
— business start-ups - 0.03 - -
— job-creation schemes 0.43 0.30 0.05 0.13
— occupational rehabilitation 0.14 0.14 - -
— programmes for the disabled 0.11 0.14 0.61 0.54
Entries into 6.3 4.0 2.9 2.5
- training and further training 4.1 1.6 1.6 1.2
— youth programmes 0.6 0.7 0.8 0.7
— subsidised employment 0.2 0.2 0.2 0.2
— new business start-ups 0.1 0.2 - -
— job-creation schemes 1.0 1.0 0.2 0.2
— occupational rehabilitation 0.3 0.3 - -
— workshops for the disabled n. d. n. d. 0.1 0.2

Sources: OECD 1997a (Table K) and 1996a (Table T). Due to a lack of data for
1996, entries for the Netherlands refer to 1995.

many; these figures are even higher
for low earners.*

On the other hand, active labour
market policy has traditionally had a
higher profile in Germany than in the
Netherlands, although the gap has de-
clined recently. In 1996, Germany
spent a total of 1.43% of GDP
on employment-promotion measures,
the Netherlands 1.37%. However,
activity in this field in Germany is still
distorted by the extraordinary situa-
tion in eastern Germany, where many
labour market programmes are still
running, since there is virtually no
other alternative to high unemploy-
ment. The structure of the measures is
also very different. The main focus in
Germany is on further training and
job-creation programmes, while 40%
of expenditure in the Netherlands
goes on employment-promotion
schemes for the disabled, and an in-
creasing part on placement services.
One striking difference is in the use of
labour market policy as an instrument
for smoothing out cyclical fluctua-
tions in demand: short-time compen-
sation plays a considerably smaller
role in the Netherlands than in Ger-
many. And the option of using the
short-time compensation for structur-
al adjustments, introduced in Germa-
ny at the beginning of the 1990s, is
not available in the Netherlands (den
Broeder 1995). It is also noticeable
that no expenditure on occupational
rehabilitation is listed in the Nether-
lands, whereas it plays an important
role in Germany. Finally, German la-
bour market policy seeks to provide
support for those unemployed setting
up their own businesses, a pro-
gramme that seems not to exist in the
Netherlands (Table 4).

The structure of expenditure is also
reflected in the numbers of partici-
pants in labour market programmes:
in 1996, 4.2% of the economically
active population in Germany was in-
volved in such programmes, almost
twice as many as in the Netherlands
(2.5%). Once again, however, this
difference is largely a result of the
extraordinary situation in the new

10 All figures relate to 1995 and are taken
from OECD (1996a, Table 2.1, pp. 31-32).
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Linder of eastern Germany. The
greatest differences are in the further-
training and job-creation programmes
that were initially more an element of
social than of labour market policy in
eastern Germany. These differences
are diminishing over time, as a result
both of cuts in funding and the gradu-
al process of normalisation taking
place in Germany. Unfortunately, the
data do not allow any judgement on
whether the resources allocated per
person are used more effectively in
the Netherlands than in Germany.!

The activity rate, which measures
the share of expenditure on active
labour market policy in the total la-
bour market budget, is much lower in
the Netherlands than in Germany;
only about a quarter of the Dutch
budget is devoted to employment-
promotion measures, compared with a
good third in Germany. Apart from
cyclical movements and the special
impact of German unification, these
shares have remained virtually un-
changed over the past ten years (Fig-
ure 6). What is to be concluded from
this?

First, a high activity rate is better
than a low one, provided that the out-
comes of these employment-promo-
tion programmes are not wholly neg-
ative. Even if the marginal productiv-
ity of German labour market policy is
declining, most programmes can still
be given a positive assessment. This
applies at least to a high proportion of
the further-training programmes, to
the assistance given to unemployed
people seeking to establish their own
businesses, to the short-time compen-
sation and to the wage subsidies that
form part of structural policy. In these
respects, the Netherlands could learn
something from Germany. This is par-
ticularly true in the sphere of training
in which the gap between Dutch and
German labour market policy is
greatest in quantitative terms. This
statement is supported by a compara-
tive analysis of human capital endow-
ments, which reveals the Nether-
lands’ relative disadvantage com-
pared with Germany in the sphere of
medium-level skills (de Jager 1995).

On the other hand, Germany can
learn something from the modernisa-

tion of the Dutch employment serv-
ice. Of particular interest here is the
placement service for the long-term
unemployed, who under normal con-
ditions have virtually no chance of
finding employment again. Some new
ideas have already been introduced,
for example the START and MAAT-
WERK concepts.’? Other innovative
measures include cooperation agree-
ments between employment offices
and key actors at regional level, and
attempts to allocate resources to pro-
grammes with a proven record of suc-
cess.3 However, the low level of the
activity rate in both countries would
suggest that there are still considera-
ble untapped resources that could be
used for productive employment-pro-
motion measures.™

Summary conclusions and outlook

One cause of the “European disease”
is obviously the inability to transform
production decisions into employ-
ment decisions. The Netherlands
seems to be an exception. However,
the country’s success in increasing
employment in quantitative terms
must be subjected to a qualitative
test. A more complex diagnosis of this
kind does indeed take some of the
shine out of the Dutch model. This
refers especially to the precarious sta-
tus of many of the flexible employ-
ment relationships that constitute a
significant proportion of the jobs cre-
ated. Nevertheless, the Dutch em-
ployment strategy of redistributing
work and income on a massive scale
must, provisionally at least, be judged
a success. Sceptics may object that a
strategy of this kind impairs economic
efficiency. It is indeed true that GDP
per capita in the Netherlands is lower
than in comparable countries, but
there are no signs that the dynamics
of growth is flagging. Most recent sta-
tistics (not shown here) indicate that
the Netherlands is even closing the
gap that had opened up in the 1980s.

Nevertheless, it must be asked
whether the “Malthusian” approach
to work redistribution, namely the
exclusion of older but not necessarily
less efficient workers from the labour
market, can be sustained. Another dis-
appointing fact is that even the sub-

stantial rise in employment could not
contribute much to bringing down the
high share of the long-term unem-
ployed. In this respect, Dutch labour
market policy, which until the end of
the 1980s had done little to enlarge
the economically active population,
has to change direction. However, this
also applies to Germany’s labour mar-
ket policy, which is only a few lengths
ahead of the Netherlands in terms of
the activity rate and which also faces
the challenge of an unacceptably high
level of long-term unemployment.

Since the beginning of the 1990s,
the Dutch governments and social
partners have reacted to these chal-
lenges and effectively taken steps to

11 Comparison of the annual average num-
bers of participants has not been possible
to date, although it would be essential for
any attempt to make a rough comparison
of cost effectiveness. For more detailed
comparisons, the rate of success in placing
participants in permanent work would
also have to be taken into account; unfor-
tunately, there are no data on this either.
Increasing expenditure on wage subsidies
and job-creation measures are not reflect-
ed in the figures in Table 4 due to the lack
of current data.

12 START is the name given to non-profit-
making employment agencies whose main
task is to find work for the long-term
unemployed who are otherwise difficult
to place. This model, Dutch in origin, is
currently being adapted for use through-
out the German Land of North Rhine-
Westphalia. MAATWERK, which literally
means “tailor-made work”, is a similar
model and is now also being tested
in Hamburg, for example. Employment
agencies located in the immediate vicinity
of social assistance offices send applicants
capable of work, among other things, im-
mediately to “Maatwerk”, on the assump-
tion that a high proportion of vacancies
(estimated at about 70% in the Nether-
lands) are neither notified to employment
offices nor advertised in the press. Such
vacancies are tracked down by contacting
employers directly. If a benefit recipient
stays in the new job for longer than six
months, the benefit office pays Maatwerk
DM 4,000 per person placed in work. The
Department of Social Security in Ham-
burg estimates that, for every 300 claim-
ants placed in work in this way, savings of
DM 3.8 million can be made in the bene-
fits budget. This model is also attractive
for the long-term unemployed.

13 For an assessment of Dutch labour market
policy cf. Dercksen & de Koning (1996)
and Moraal (1994); for a comparative
view see Schmid (1996).

14 For a more extensive comparison of the
Dutch and German employment system
see Delsen & de Jong (1997) and Schmid
(1997a, b).
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activate labour market policy. These
reforms emphasise intensive place-
ment activities by the public employ-
ment service and intermediary organ-
isations, while decentralisation of pol-
icy implementation, sharp monitoring
and budgeting by results enhance
their effectiveness. Important deci-
sions have also been made concerning
social security in order to reduce ex-
cessive claims for disability pensions,
and remaining barriers to taking up
part-time work have been removed.
Since 1996 the Dutch government
grants tax deductions and reduced
employer contributions to social
security for employers who recruit
(long-term) unemployed persons
within a low wage scale. Moreover,
the government is expanding on a
permanent basis jobs in the public sec-
tor which should be mainly filled by
long-term unemployed. The rationale
of this concept is to create transitional
jobs that facilitate the change to per-
manent and regular employment of
this target group. This policy is to be
maintained for several years.

And, finally, there is no sign that
the Dutch zeal for reform is losing
momentum! New laws are on the way
to improve the legal situation of
“flexible workers” and to come closer
to the ideal of a labour market which
optimises both “flexibility and securi-
ty”.»> A special feature of all these
activities is the intensive communica-
tion between the government and the
social partners, which is probably the
most important explanation for the
Dutch success story. The result of the
most recent efforts is not only reflect-
ed in the substantial reduction of the

standardised unemployment rate —
which is now (summer 1997) effec-
tively at a level of 5.5% compared to
9.6% in Germany - but also a slow
reduction in the “broad unemploy-
ment rate”, for which the most recent
figures (see Figure 5) are not yet
available.
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European Employment Observatory

The aim of the European Employment Observatory is
to promote the multilateral exchange of information
on labour markets and labour market policies be-
tween EU Member States and to produce and dissemi-
nate quality analyses and research on relevant issues
for employment and labour market policy.

The European employment strategy adopted by the
European Council in Essen in December 1994 imposed
new demands on the Observatory. In particular, it is
expected to contribute effectively to the task of
monitoring the progress of labour market reforms
that are in line with the common strategic goals.

Following the changes introduced in 1996 to cope
with these new challenges and tasks, the Observatory
now consists of two networks — MISEP (Mutual Infor-
mation System on Employment Policies) and SYSDEM
(System of Documentation, Evaluation and Monito-
ring of Employment Policies) — and a new RESEARCH
advisory group.

The main products of the networks, which consist
of members of the national labour market adminis-
trations (MISEP) and independent researchers
(SYSDEM, RESEARCH) and are administered by a
common secretariat, are the following:

inforMISEP Policies

This series reports four times a year on recent labour
market policy developments in Member States.
Following a summary drawing on the five recommen-
dations for an integrated European employment
strategy, the main section of “Policies” consists of the
national reports supplied by the correspondents.
Since 1993 “Policies” has also included a longer article
("Focus"), which is the responsibility of the Secre-
tariat; “Focus” discusses a labour market or em-
ployment policy-related topic and often extends to
non-Member States.

Basic Information Reports

These are comprehensive national reports on all EU
member countries. They are updated every two years
and report on public labour market institutions
(ministries and employment services), the statutory
bases for labour, labour market and employment
policies and, in particular, “active” and “passive”
labour market policy measures; details on information
and research institutions dealing with employment
policy are also provided.

Tableau de bord

The “Tableau de bord” is a synoptic overview of the
labour market and employment policy measures
implemented by the Member States, classified accor-
ding to the five policy areas recommended at Essen.

Trends

This main product of the SYSDEM network appears
twice a year and provides a comparative and indepth
overview of selected policies and developments in the
labour markets of the Member States.

RESEARCH report
The RESEARCH network publishes annually a study of
a selected labour market or employment policy topic.

Electronic Documentation System

Large parts of the information contained in the
publications are also available on CD-ROM, the ERSEP
(Electronic Retrieval System on Employment Policies)
database, and are accessible via Internet (address:
http://www.ias-berlin.de).






