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PART I

THE EUROPEAN UNION



1. THE EUROPEAN EMPLOYMENT STRATEGY

Introduction

This Report is being submitted in anticipation of Article 128 of the new
Amsterdam Treaty. In accordance with the Council Resolution of 15 December
1997 on the 1998 Employment Guidelines, the purpose of this Report is to
present the employment situation in the Member States and to examine the main
measures taken by them to implement the 1998 Employment Guidelines.

The objective of this Report is to assess the quality of the efforts being
undertaken in each Member State to implement the National Action Plans for
employment. Due to the short time that has elapsed since the adoption of the
NAPs, the complexity of the processes involved and the fact that a complete set
of indicators and data is not yet available, an evaluation of their impact is not yet
possible. This will be done in the Joint Report for 1999. The present Report
takes a critical look at what is underway in the Member States, taking into
account their starting positions. What are the initiatives being taken? What is
the line of policy being pursued? What commitments are being translated into
practice?

The Report presents a comparative analysis of the implementation of the
Employment Guidelines across the four pillars and goes on to highlight examples
of good practice to demonstrate how certain Guidelines have been translated into
action by Member States. In addition, the Report presents preliminary results of
an assessment of Member States’ performance prior to the implementation of
the Employment Guidelines on the basis of a set of common performance
indicators.

This Report constitutes the basis upon which the Member States and the
Commission will agree on the course to be taken to further develop the
Guidelines and action required at EU and Member State levels to implement the
strategy.

Luxembourg process

The early implementation of the Employment Title of the Treaty of Amsterdam
has already proven to be a watershed in the development of the European
employment strategy. Not only have the employment objectives risen to the top
of the policy agenda in the Union, but the Extraordinary European Council on
Employment in Luxembourg in November 1997 has launched what has become
known as the “Luxembourg process”, centred around the Guidelines for Member
States’ Employment Policy and the National Action Plans for their
implementation.

The new Luxembourg process builds upon earlier efforts at EU-level in dealing
with employment issues through analysis and reporting as well as social dialogue
and legislative initiatives, and draws strength from the macroeconomic context
defined by the Broad Economic Policy Guidelines as well as the Growth and
Stability Pact. This process goes much further in strengthening the capacity of



the Member States and the European Union to address these issues in a coherent
and concerted way in order to converge towards higher levels of employment.

A key feature of this new process is the setting of clearly identifiable and
measurable European and national targets. This increases the transparency and
accountability of policies and has also initiated a concomitant process of
strengthening indicators and statistical monitoring tools.

A continuation and development of a co-ordinated macro-economic policy,
underpinned by an efficient internal market, is essential in order to implement the
new approach. An integrated framework based on the four pillars of the
Guidelines has been created in the Member States and within this framework, all
policies should contribute in a mutually supportive way and all actors should be
mobilised in promoting employment and combating unemployment. This strategy
is also implemented in a multi-annual perspective where action must be coherent
and consistent over time to produce the desired impact '

Simultaneously, at EU-level, the emergence of an institutional framework
supports a co-ordinated approach to employment policy, facilitates an exchange
of best practice and brings together various Community policies in order to
contribute to the employment strategy. The Commission, Council and European
Parliament as well as a whole range of other bodies and the Social Partners have
their distinct roles and responsibilities within this framework. European level
financial instruments can provide a significant underpinning of the employment
strategy, including the European Social Fund, the resources made available
through the Employment and Growth Initiative, and the Incentive Measures-
facility under Article 129 of the Employment Title.

Progress since the Jobs Summit

The steps taken to implement the employment strategy since the Luxembourg
Jobs Summit include the following:

> The Council adopted the first Employment Guidelines on 15 December 1997
on the basis of the political agreement reached at the Summit and on the
basis of a revised proposal from the Commission,

» The Member States submitted their National Action Plans to the Commission
and the Council by 15 April 1998 in accordance with the procedure agreed
by the Employment and Labour Market Committee. The preparation of these
NAPs was underpinned by bilateral meetings between the Commission and
each Member State;

» The Commission presented its first examination of the NAPs in its
Communication “From Guidelines into Action - the National Action Plans for
Employment” of 15 May 1998; the Communication was discussed at several
Council meetings {Labour and Social Affairs, ECOFIN and Education) and at
the Cardiff European Council;

» The Cardiff European Council on 15/16 June reviewed progress in the
translation of the Employment Guidelines into action. In welcoming the



success of the Luxembourg process, it also called for a strengthening of the
strategy in certain areas, as well as for the improvement of the comparability
of statistics to enable better monitoring of the process.

» The Ministers of Employment, Labour and Social Affairs and of Equal
Opportunities, in their informal meeting of 9/10 July, welcomed the progress
in the employment strategy and called for further efforts to be made, notably
in the area of mainstreaming equal opportunities in the employment policies.

> Following the submission of their NAPs all the Member States presented
implementation reports by the end of July detailing the manner in which
policy commitments were being implemented. The Commission had
participated actively in this process by organising bilateral meetings with each
Member State in which the key aspects of implementation were discussed
and by suggesting a questionnaire to underpin the elaboration of the
implementation reports.

» These reports, together with other relevant information and work in progress
on indicators of performance and policy inputs, serve as the basis of the
present Report, which will facilitate an exchange of best practice and an
assessment of progress as well as underpinning the revision of the Guidelines
for 1999.

Many strengths......

The Luxembourg process, as described above, has already demonstrated the
potential of the new approach:

e |t has contributed to enhancing the political profile of employment policy
within an integrated European framework;

e |t has demonstrated the enhanced commitment of the Governments and other
actors to address seriously the objectives commonly agreed in the Guidelines;

e |t has also demonstrated the willingness of all these actors to make a
contribution. In particular, all the key Government ministries have been
brought together in the preparation of the NAPs. The Social Partners have
been involved or consulted although tripartite consensus on all relevant points
has not always been achieved. In many cases also the regional authorities
“have been involved. '

e At EU level, the European Parliament, Committee of Regions, Economic and
Social Committee, Social Partners, NGOs and a large number of other groups
have without exception given their support to the Luxembourg Process. The
Employment Guidelines and the NAPs have been discussed at various
conferences, including the ESF-Congress in May and the European Social
Policy Forum in June.

Key elements of the European Employment Strategy have also been taken on
board in many international fora, such as the G-8 meetings in February and May.



..... but some shortcomings also

Some problems and shortcomings have also been identified through recent
experience with implementation and these must be remedied:

e Short deadlines for the preparation of NAPs on the one hand, and for the
reporting on implementation on the other hand, has led to worries that not all
those who are concerned by, or responsible for, the action can fully
contribute to the process. '

e While the increasing involvement of a greater and greater number of
interlocutors both at national and European levels must be welcomed, it also
risks making the whole process more and more complex and cumbersome.
Paperwork, proliferation of reports and bureaucratic procedures must not be
allowed to overtake the action itself.

» There is a need to further streamiine the inter-linkages of various sector-level
policies and the employment strategy. At national level it involves setting up
appropriate inter-departmental and cross-sector mechanisms to ensure the
effective integration and co-ordination of the strategy. It also requires
improving the interplay between overall economic policy and the employment
strategy at both EU and national levels.

e |t has not been easy in all cases to dovetail the Guidelines and the NAP-
process with the budgetary process, in order to establish how the measures
envisaged can be translated most effectively into budgetary allocations in a
multiannual perspective.

s There remains the challenge to integrate better the contribution of
instruments, such as the European Social Fund with the implementation of
the NAPs,

e The lack of appropriate data, long delays in their production and problems
with their comparability, makes it difficult to monitor and evaluate the
achievement of the targets.

Consolidation of the process

It must be borne in mind that the Luxembourg process in general, and the
Guidelines and the NAPs in particular, form part of a pluriannual strategy towards
achieving higher employment levels in the European Union. This is only the
beginning; the process must be further strengthened; it must be made
sustainable.

The conclusion which can be drawn from the encouraging developments and
shortcomings identified to date is that there is a need to consolidate the
Luxembourg process, both in terms of the content of the strategy and the
implementation process itself. Consolidation means:

> keeping the four-pillar structure as the basis of the 1999 Employment
Guidelines;

The four-pillar structure of the 1998 Guidelines has commanded wide political
support, as it broadly responds to the concerns and policy objectives of the
Member States. There is a consensus that the four-pillar structure should



remain as the basis of the 1999 Guidelines and that the changes in the
number and content of the Guidelines should only reflect the most important
new challenges identified by the European Council as well as any gaps and
need for clarification identified in the implementation of the NAPs.

» recognising and respecting the muitiannual nature of the Employment
Guidelines and the National Action Plans;

The multiannual nature of the process implies that while action must be taken
immediately, policy interventions have both short-term and longer-term
impact. Therefore, sufficient time must be given for the policies to work their
way through the employment systems. Some time is also required by
Member States to adjust their budgets to the Guidelines and the NAPs, while
respecting the terms of the Stability and Growth Pact. Keeping the structure
of the Guidelines stable will enhance their transparency and facilitate
implementation and monitoring. Furthermore, it will make it easier to adjust
the contribution of the European level financial instruments, such as the
European Social Fund, to the objectives of the employment strategy.

» streamlining the reporting procedures

As regards the streamlining of the process, it is desirable that in future only
one annual report, instead of the two required in 1998, should be submitted
by the Member States. This report should simultaneously look at the
implementation of the NAP based on the previous years’ Employment
Guidelines and address the policy and financial implications of the updated
Guidelines. These reports will underpin the Joint Report and the revised
Employment Guidelines for the subsequent year.

> ensuring the efficiency of the implementation and further development of the
strategy.

In order to ensure the efficiency of the implementation and further
development of the Strategy, the Joint Report is pivotal. This Report will be
strengthened so that it becomes the key instrument whereby the Commission
and the Council agree on the course of action to take in the future, on the
basis of an examination of the Member States’ policies in implementing the
NAPs, an evaluation of the impact of policies, as well as an exchange of best
practice.

National surveillance mechanisms

The majority of Member States have created specific inter-departmental
structures for monitoring the implementation of the NAPs. This is the case in
Portugal, Finland, Belgium, Greece, Spain, Ireland, Luxembourg, Austria and ltaly.
In a few cases, social partners will be directly involved in the high-level
monitoring structures, at least for some programmes {Luxembourg, Spain,
Portugal). New structures have also been foreseen at regional level in Belgium,
Spain and ltaly.



Monitoring progress

Developing country-comparable statistics and indicators is a key step towards
measuring policy efforts and identifying benchmarks for comparison. The
Commission Communication to Cardiff already highlighted the lack of quantified
or precise indicators or policy targets as 'one of the least satisfactory aspects of
the NAPs'. In the second semester of 1998, there has been progress in this
direction.

Many Member States have reported on efforts to improve their national
statistics and to select indicators for rhonitoring purposes. In particular, efforts
aim at collecting data on flows in and out of unemployment and long-term
unemployment, participation in active measures, and identification of target
populations. In several cases appropriate monitoring of the NAPs requires
substantial changes in the way national statistical systems work, and some
Member States (Portugal, Greece, Finland, Germany), are thoroughly revising the
methods applied by the national unemployment registers.

In revising their national statistics, Member States will benefit from close
collaboration with the other Member States and the Commission.

The Commission and the Member States, in the framework of the ELC, have
agreed on a set of basic employment performance indicators. The common
indicators allow an easy-to-read overview of key trends in the labour markets and
constitute a mechanism to monitor whether Member States are converging
towards reference standards of best overall performance. This set of indicators is
used in Section 2 of this Report as well as in the country fiches in Part Il to
describe the employment situation.

Another step is to develop common policy indicators to monitor how Member
States transpose the Employment Guidelines into national policies and to
evaluate their effectiveness. Data from national administrative registers are a
primary source in this respect. Preliminary wark between the Commission and
the Member States has already identified several problems such as, for example,
the different definitions of target population, the lack of appropriate flow data,
the different criteria in classifying 'activated' individuals as unemployed, the
different concepts of an "offer" of job or active measure and the range of
measures to be monitored under each Guideline. These problems arise due to the
different points of departure in each Member State, and call for renewed efforts
to make register-based data more comparable.

The need to monitor the EU-wide operational targets is of utmost importance. In
the short run, concrete progress could involve making more transparent the
criteria and mechanisms put in place by each Member State to monitor policy
actions addressed to those targets. This will allow Member States and the
Commission to carry out already in 1999, an assessment on a country-
comparable basis for some, if not all, Member States.

Reforming EU statistics is also necessary but is an ambitious task which can be
envisaged only on a long-term perspective. The European Council of Vienna will
be informed, as requested in Cardiff, on major shortcomings in current EU
employment and social statistics and the priorities for improvement to allow
monitoring of the Guidelines.



A new timetable

In terms of the timing, a mid-June deadline would be the most suitable for the
Member States to submit their annual reports to the Commission and to the
Council. This would give Member States sufficient time to involve the key
Ministries, social partners and other actors in any revision of their NAP. - It would
also allow for the delivery for the monitoring data for the previous year, and the
integration of the revised Guidelines with the domestic preparations of the
budgets for the subsequent year, which in most cases take place in the Spring.
At the European level, this would enable the Commission and the Council in
accordance with Treaty provisions to undertake a preliminary examination of
these reports in June/ July, feed conclusions into the Joint Report, which would
then be the focus for negotiations and examination in the Autumn in accordance
with established practice.

To enable the European Council to assess to what extent employment is taken
into account in Community policies, a communication from the Commission to
the June European Council meeting is foreseen in accordance with Article 127 of
the new Treaty.

2. THE EMPLOYMENT SITUATION
2.1 THE EU MACRO-ECONOMIC AND EMPLOYMENT CONTEXT

The EU economy has regained strength over the last two years as GDP has
grown faster (1.8 % and 2.7 % in 1996 and 1997, respectively ). Initially, the
recovery was driven by strong export growth in a context of buoyant extra-EU
demand and improved cost competitiveness in international markets due to the
strong US dollar, moderate wage developments, and productivity gains. In 1998,
strong growth has continued as domestic demand has progressively taken over
the role of locomotive for continued economic growth. Price stability has been
favoured by the moderate behaviour of nominal wages (2.5-3 % in 1998) which
combined a low rise of unit labour costs (less than 1 %) with a moderate rise in
real wages (about 1 %).

Stronger job growth

Stronger economic growth has fuelled the net creation of employment and the
EU is catching up on the job losses of the past. In 1997, employment grew by
some 800 000 jobs (0.4%) and this trend is gathering pace. The EU has already
made up half the job losses of the early 1990s in the last three years. In
consequence, the unemployment rate will have fallen more than expected, from
10.9% in 1996 to around 10% at the end of 1998.

Total employment in the EU is now 149 million individuals, the highest since
1992 and some two millions higher than the low point of 1994. Women
accounted for 62% of the additional jobs created between 1996 and 1997 (the
rate of growth of femals employment has been slightly lower than previously:
0.8% compared with+1% in both 1995 and 1996). In contrast, male employment
has risen (0.3%) for the first time since 1995. Nevertheless, the employment
rate for women has risen to over 50% in 1997, so reducing the gender gap to 20
percentage points (from 26 points in 1990}). The EU employment rate was



60.5% in 1997 , and with an appropriate mix of macroeconomic and structural
policies, the employment rate will rise further in the coming years.

The structure of the EU labour markets is changing and new patterns of flexible
work are spreading. For the fifth year in the last six, part-time work has grown
faster than total employment. This explains some reduction in average working
hours per employee observed over the past three years. This fall would have
been larger had the growth of part-time work not been compensated by longer
hours at work spent by those working full-time. Employment growth in terms of
number of people in work {1%) cut by half (2% over 1994-97) if measured in
full-time equivalents (FTE), i.e. weighting each person employed by the hours
worked relative to full-time hours. The FTE employment rate remained
unchanged, however, since working-age population increased slightly over the
period.

Recent developments

The financial crisis started in Asia in mid-1997 and progressively extended to
other regions . As well as the downward ‘correction’ of the record-high levels in
the world stock markets, they all have made the international environment less
favourable than expected.

While the macroeconomic context is changing, the negative impact on external
demand has been more than compensated, to date, by EU domestic demand
stronger than expected. A major reason has been the impressive budget
consolidation efforts and the successful convergence process towards the third
stage of EMU, which have restored public confidence on preserving a macro-
economic policy stance favourable to sustained non-inflationary economic
growth. Moreover, private investment has surged in 1998 in response to
historically good supply-side factors (e.g. high profitability, low interest rates,
high level of capacity utilisation) and better prospects for domestic demand.
Private consumption is growing faster than expected (2.0% in 1997) following
higher employment, real wage gains (1 % per year), and lower precautionary
savings from households more confident in falling inflation.

Given the impact of the external financial crisis, the employment prospects might
be tarnished if a deteriorating climate of confidence settles in and curtails the
dynamism of EU domestic demand, failing to make up for faltering extra-EU
" demand.

This makes it all the more necessary for Member States to comply with the
Stability and Growth Pact and to intensify their efforts to render product, service
and labour markets more efficient. Although improvements have been achieved
by Member States through their structural policies, and European industry
competitiveness in global markets is now stronger, Europe has performed
relatively poorly with respect to job creation over the last two decades.
Improving the business environment faced by companies is crucial in order to
create more jobs. In particular, a faster adaptation of EU's industrial structure to
new technology-related goods and services can be achieved by opening up
competition in service sectors, so as to reduce their costs, enhance the
performance of national innovation systems and developing venture capital
markets. Resolute action in implementing structural reforms are a key
complement to macro-economic policy efforts to favour economic growth with
higher employment content and more respect for environmental criteria.



Improving employment performance

Much needs to be done to improve the employment performance of the EU.
Present rates of net job creation are insufficient to absorb the high stock of the
unemployed and provide jobs for the new entrants to the EU labour markets.
Europe’s employment rate (60.5%) is still clearly lower than the rates of the mid-
1970s {64%) and even that of 1991 by two percentage points.

Other major challenges ahead are the slow decline in unemployment rates, the
persistence of long-term unemployment {(some 50%), the widening gender gap
(unemployment is falling faster among males than among females for all age
brackets), the high level of youth unemployment (twice the average: 19.8% in
May 1998), and the skills gap {some half of the stock of unemployed over 25,
both males and females, had no educational qualifications beyond basic

schooling).

Despite current externa! risks, and related concerns, supply-side fundamentals
are sound due, in particular to the macroeconomic policy, pursued in recent
yvears. This allows the EU to face the worsened international climate with
confidence. The launch of the Euro, the effective implementation of the Stability
and Growth Pact, the downward convergence of short-term interest rates in the
absence of inflationary pressures, or the fall of long-run interest rates spurred by
capital inflows in search of highly-creditworthy debtors, all justify such belief. In
the longer term, the successful launch of EMU will ‘lock in" sound macro-
economic policies, expectations and policy-making processes towards favouring
stable high employment-creating growth in the EU. Vigorous and resolute
implementation of the Employment Strategy, especially the Employment
Guidelines, will also help to bring the employment rates to previously-recorded
high levels within the foreseeable future.

2.2 THE EMPLOYMENT SITUATION IN MEMBER STATES: A COMPARISON

Background

The first step in developing a monitoring system for the purpose of assessing the
implementation of the Guidelines is to describe the starting position of each
Member State, on a comparable basis, with respect to a number of key areas of
labour market performance.

This Section presents a comparative assessment of Member States' performance
in the years preceding the adoption of the 1998 Employment Guidelines. This
establishes a frame of reference for future assessment of progress.

The method that is adopted for this purpose is the diamond-chart approach,
which is one of a number of tools that have been developed with the purpose of
identifying best performance’. It consists in the presentation of a set of selected
indicators, describing the performance of each country, in the form of a four-axis
diamond. The position of each Member State is determined by its relative
location vis-a-vis reference standards within the EU, which are defined as the
average of the three best performances for each indicator in 1997. Two
diamonds are presented portraying respectively the employment and

' The method as it is presented here draws upon earlier rescarch work carried out by the Employment
Observatory. Cf. "Benchmarking employment performance and labour market policies — Final Report",
Research Network of the Employment Obscrvatory, 1998.



unemployment performances. The larger the diamond, the more favourable the
situation for the Member State concerned.

This method provides:
» a simplified presentation of multiple performance indicators;

e a snapshot of the relative weaknesses and strengths of each country's
employment situation, which identifies the major challenges facing each
Member State in its employment policy;

e the possibility of a comparison over time of labour market performances,
allowing for the detection of progress or decline with respect to each
individual indicator;

o the possibility of using the surface area of each diamond as an index measure
of the overall performance of each Member State in terms of employment and
unemployment.

The technical annex at the end of Part | of this Report describes in detail the
method used in producing the diamond-charts as well as the surface measure of
overall performance (SMOP index).

Selection of indicators and standards

‘The selection of performance goals for incluéion in the analysis is heavily guided
by the content of the Employment Guidelines, as well as the basic performance
indicators agreed for monitoring them. It is clear that the results obtained with
the diamond-chart approach, as well as the index measuring overall performance,
reflect both the choice of indicators and the assumed equal weighting across all
indicators. (A more detailed explanation can be found in the technical annex.)

For the diamond describing the performance in terms of employment, the
following four indicators were retained: employment growth rate, employment
rate, gender gaps in employment rates and the employment rate of workers in
the age bracket 55-64.

For the diamond describing unemployment, those selected were the
unemployment rate, the youth unemployment ratio {young unemployed as a ratio
of young population), share of long-term unemployed (in total unemployment)
and gender gap between unemployment rates.

The reference standards for each of the eight indicators in 1997 are :

Indicators Ref. standards Member States ¢oncerned
employment growth 2.3% p.a. {Ireland, Luxembourg, Netherlands)
embloyment rate 73% (Denmark, UK, Austria)

employment gender gap 0.78 (Sweden, Finland, Denmark)
employment rate 55-64 54% {Sweden, Denmark, UK)
unemployment rate 4.4% {Luxembourg, Netherlands, Denmark)
youth unemployment ratio 4.2% (Luxembourg, Austria , Germany)
unemployment gender gap - 0.94 (Ireland, Sweden, Finland)

long-term unempl. share 32% {Denmark, Fintand, Austria)
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The results of this exercise in terms of the diamonds for each Member State are
presented in Part Il of the Report.

Cross national comparisons

Cross national comparisons on the basis of a surface measure of overall
performance (SMOP index) for 1997 and 1992 are reported in Figure 1.

Among EU Member States, those with the best overall starting position were
Denmark, Sweden, UK, Austria and Portugal. By comparison with EU Member
States, Japan and the USA attained performances at the high end of this group.
By contrast a group of four countries, Italy, Spain, Greece and Belgium face the
biggest challenges. The remaining Member States {lreland, Luxembourg,
Germany, Netherlands, Finland, France) constitute a fairly distinct group of
intermediate level countries with mixed profiles.

Analysis of change in overall labour market performance between 1992 and
1997 discloses a very mixed pattern in the EU. Whereas 9 Member States show
a decline in performance on the indicators observed, 6 show improvements that
are in some cases very substantial (Ireland, Finland). For the EU as a whole there
is a slightly negative change. This is primarily a result of the fact that labour
market performance is highly sensitive to changes in the business cycle.

Despite this cyclical influence, the overall performance ranking is relatively stable
between 1992 and 1997.? The results thus appear to be relatively robust in the
medium term.

The combined labour market performance of Member States can also be
compared with that of the EU's main trading partners. This is presented, for
illustrative purposes, in diamond chart form, using the reference standards
described above, in Annex 1.

? Between 1992 and 1997, UK and Portugal have replaced Germany and Luxembourg among the five
best performances.
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Figure 1: Comparing Labour Market Situations: Overall, Employment, and
Unemployment, 1997 & 1992
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This chart compares the overall labour market performances of the EU Membe
States Japan and US, by using a composite indicator that takes
simultaneously into account 8 different dimensions: total employment, job
growth, employment of aged people, total unemployment, youth
unemployment, long-term unemployment and gender gaps in employment and
unemployment. Equal weight is attached to each of these dimensions.
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This chart compares the employment performances of the EU Member States
Japan and US, by using a composite indicator that takes simultaneously into
account 4 different dimensions: total employment, job growth, employment oﬁ
aged people and gender gap in employment. Equal weight is attached to each
of these dimensions.
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This chart compares the unemployment performances of the EU Member
States Japan and US, by using a composite indicator that takes
simultaneously into account 4 different dimensions: total unemployment,
youth unemployment, long-term unemployment and gender gap in
unemployment. Equal weight is attached to each of these dimensions.

13



3. THE NATIONAL ACTION PLANS. COMPARATIVE OVERVIEW

All Member States have submitted reports on how they are implementing the
policy commitments made in the NAPs they presented in April.

The implementation reports have represented a significant step forwards as they
have allowed many Member States to engage in a catching-up process. Many of
the gaps and shortcomings identified by the Commission in its Communication of
13 May 19983 have now been closed or corrected to a considerable extent.

In its Communication to Cardiff, the Commission invited the Member States to
'take decisive steps to report on the budgetary implications of the NAPs,

The level of detail in the presentation of budgetary resources committed to the
NAPs varies a great deal among Member States. The implementation reports
have presented a more transparent picture compared with the original NAPs.

» Spain and France are the only Member States to provide clear information
on their overall budgets for the NAPs. Spain reports that the total budget
allocation for most measures and initiatives exceeds 1.2% of GDP. France
presents a complete table of financial commitments, with a rise of some
10% in 1999, to reach an overall spending of nearly 1.4 % of GDP. Both
countries give a clear priority to funding measures in Pillar | (81% of the

“overall NAP budget in Spain; 50% in France).

= Belgium, Netheriands and Luxembourg estimate the additional public
expenditure required by the NAPs to reach 0.7%, 0.55% and 0.35% of

GDP, respectively.

= Some Member States indicate the budget cost of some actions but fail to
provide an overall estimate (UK, Germany, Austria, Portugal, Greece,
Sweden).

= Some Member States, (Denmark, Finland, Italy, lreland) provide no precise
information on budgetary commitments. A mid-term framework exists
however for Finland (the budgetary framework 1999-2002), and Denmark
(public expenditures on labour market programmes), and Ireland provides a
breakdown of the ESF contribution to the NAP.

Even when they do not provide information on the overall budgetary implication
of their NAPs, most Member States specify the funding for some measures and
initiatives. This concerns, in particular, the prevention of youth and long-term
unemployment and the ‘'activation' approach. Examples are Austria (with
additional funding provision for youth schemes and training), Denmark (allocation
of resources to some specific measures), Germany {spending on activating the
unemployed), Finland (the cost of some training measures), Italy (resource for
youth and adult unemployed and for those measures co-financed by ESF),
Netherlands (budget cost of active labour market policy measures), Portugal
(resources for the first three guidelines and life-long learning), and Sweden
{estimated costs for the preventive schemes).

There is still ample room for improvement. Such restructuring in public spending
should be in compliance with the Stability and Growth Pact. Many Member

* “From the guidelines to action: the National Action Plans for Employment”.
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States still fall short of meeting the Commission recommendation to make the
action goals more concrete in budgetary terms. This may be explained by the
different timing for the national budgets to be adopted in Member States,
specific political circumstances (elections in Germany, new governments in
Denmark and Netherlands), or different degrees of progress towards the
operational definition of policy instruments.

Pillar | — Employability

This pillar of action calls Member States to undertake concrete action to attain
the following objectives:

e Implementing a preventive approach so as to reduce significantly the inflow
of young and adult unemployed persons into long-term unemployment
{guidelines 1 and 2)

e Shifting people from welfare dependency to work and training, namely
through a more active labour market policy (guideline 3)

e Developing partnership as a framework for the provision of training and
lifelong learning (guidelines 4 and 5)

e Facilitating the transition from school to work (guidelines 6 and 7)

Preventing youth unemployment and long-term unemployment

General assessment

Overall, Member States demonstrate a high level of commitment towards the
prevention of youth and long-term unemployment through early intervention.
However, the extent to which national employment policies are actually
switching towards a more preventive approach, is variable. This reflects the
dominant policy approach in each Member State as well as the different
perceptions of the nature of the long-term unemployment problem in each
country.

In those Member States where prevention and activation are well established in
labour market policies (Sweden, Denmark} or have started to play a major role
more recently (UK, Finland), the Guidelines confirmed or consolidated existing
policies. In other Member States (Germany, Austria) the preventive approach has
traditionally been interpreted in a wider sense involving the education system
quite early in the provision of marketable skills to young people.

For the majority of Member States, where resources have traditionally been
concentrated on the re-insertion of persons with very long unemployment spells
~ or the socially excluded, the Employment Guidelines have played a significant
role in driving policy towards a more preventive approach. However, rather than
a total overhaul of existing policies, most Member States are adapting these so
as to introduce early identification mechanisms and bring forward the moment
when offers of employability measures are made.

The relative size of the stocks of long-term unemployed clearly exert an influence
upon the way Member States perceive the policy trade-off between re-insertion
and prevention. Some Member States clearly stated their wish to keep a balance
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2)

between prevention and re-insertion as a strategic choice (France, Ireland, Spain,
ltaly, Germany) or emphasised the implications of the shift towards preventive
policies in terms of reallocation of resources or budgetary constraints {Austria,
Belgium).

Decisive steps are being taken towards the preventive approach ...

In the large majority of cases, actions addressed to the young unemployed are
accorded higher priority than those addressed to adults. This is demonstrated by
the greater degree of detail of the measures presented, stricter deadlines and
larger resources committed. The implementation reports provide several
examples of concrete policy measures that were launched with the aim of
preventing youth unemployment (Denmark, UK, Luxembourg, Finland), combining
a shift to active policies with tighter rules on benefits as far as enforcement,
eligibility and job-seeking requirements are concerned. (The Danish and UK
examples is presented in more detail in section 4).

All Member States have taken already legislative and administrative steps since
the presentation of the NAPs to implement the preventive approach. However
both the extent and nature of progress vary, reflecting their point of departure. In
some cases, the implementation of the preventive approach goes together with
wider labour market reforms {(Netherlands and Finland), the decentralisation of
delivery of labour market policies at regional level (Italy, Germany, Denmark ) or
the implementation of a new model of delivery reflecting a more individualised
approach (Spain).

Whilst some Member States consider that their public employment services are
already well resourced, up-grading the capacities of employment services is a
priority for several others. In the cases of France, ltaly, Portugal, Finland, Greece
and lIreland, additional resources and staff required by the delivery of the new
policy measures are being envisaged. Reforms in job brokerage, including the
introduction of competition between public and private services in some Member
States (ltaly, Greece) can also contribute to a more effective delivery system.

Some Member States have introduced some of the initiatives envisaged to offer
a new start. For example, the UK has already launched its New Deal for young
people in the Spring, and the New Deal for adults in the Summer; in July,
Portugal launched in some regions its two main initiatives for young and adult
unemployed, and agreements were signed with a majority of municipalities in
Sweden. In Spain and ltaly, a systematic process of individual interviews and
guidance has been launched. In Ireland, the reform package for young people
was launched in September.

... but important qualitative differences persist among Member.States

Although the concept of early intervention is more or less reflected in all policy
measures presented, there are differences in the way they are interpreted and
fransposed into national policy, in so far as the content of the offer and the
moment it is made are concerned. In some cases, it is difficult to distinguish
between what is considered by the Member State as the beginning of the
individualised intervention (generally, an interview at the employment service or
the establishment of an individual integration plan) and the entry of the person
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concerned into a specific employability measure. This raises significant problems
of comparative assessment of efforts and progress.

With this caveat in mind, it is possible to distinguish between four groups of
countries, in accordance with the information supplied in the NAPs and
implementation reports: '

¢ Countries which have already implemented, or are planning to implement, the
preventive approach in the precise terms and deadlines defined by the
Guidelines, or in accordance with more ambitious targets set at national level —
Denmark, Spain, France, Luxembourg, Portugal, Finland, Sweden.

¢ Countries which undertake to move towards preventive policies, but have
interpreted the formal content of the Guidelines in a ftlexible way (for instance,
by generalising the offer of a new start only after the six/twelve month threshold
has been crossed) — Belgium, Ireland, Netherlands, United Kingdom.

o Countries which already implement preventive policies by involving the
education_systems early in the prevention of youth unemployment, but have not
set quantified targets or time frames in accordance with the Guidelines -

Germany, Austria.

e Italy and Greece, which commit themselves to the preventive approach, but
do not provide sufficiently quantified targets.

Ensuring a shift from passive to active policies.

All Member States state their commitment to reinforce activation, by providing
more opportunities for training, work experience or self-employment, and some
emphasise also the need to remove disincentives to active job search.

The agreed target of 20% of the unemployed participating in training and other
similar measures has been taken into account by each Member State as a
reference in order to position itself, and to set national targets. Also in this
respect, the implementation reports allowed some Member States to clarify their
initial position and their targets.

In establishing common criteria for the achievement of the European level target,
it is necessary to ensure that Member States implement real measures that can
effectively help people back into jobs. However, the lack of a uniform
interpretation by Member States of the type of measures to which this Guideline
applies, as well as the existing differences between Member States’ definitions
of target populations and measures, make its implementation partlcularly difficult
to assess on a comparable basis.

As explained in Section 1 of this Report, a set of common policy indicators needs
to be developed on the basis of a common interpretation of the Guideline and of
broadly comparable definitions. It is clear that training, work experience and
support to business start-ups, specifically targeted to the unemployed, are
examples of active measures that upgrade the skills of the unemployed and
improve their employability . However, it is also clear that certain actions,
however positive they may be, should not be counted for the purpose of this
Guideline, either because they are preparatory (interviews with the employment
service, vocational guidance) or because they are not sufficiently targeted at the
unemployed (e.g. general reductions of labour costs).
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Until common criteria are established, it is only possible for the Commission to
indicate how Member States intend to achieve the target of 20% on the basis of
their own statements included either in the NAP or in the implementation report.

Three groups can be distinguished in this respect:

¢ Five Member States consider themselves as already achieving the 20% target
{Denmark, Germany, Sweden, Finland and UK), and do not feel it necessary to
set more ambitious national targets, with the exception of Finland;

e A further seven set a target in line with or above 20% and specify how this is
to be achieved on the basis of their own estimates ({Portugal, Spain,
Luxembourg, France, Austria, ltaly, Greece);

e lIreland, Belgium and Netherlands, while committing themselves to a more
active policy, do not set clear targets, or set them in a way that fails to meet the
European level target. However, it can be reasonably assumed, on the basis of
the information supplied by them, that the 20% target will be progressively
approached.

Encouraging a partnership approach and lifelong learning

Member States and social partners have addressed these two guidelines with
different degrees of consistency. In most Member States, agreements setting up
new conditions for the provision of training and lifelong learning appear more as
the result of on-going negotiations in their traditional industrial relations
framework than as a direct consequence of the NAPs. In Austria, Denmark,
Germany, Netherlands and Sweden, training or other programmes aiming at
increasing employability are being implemented with active involvement of the
social partners .

In Belgium and lItaly, social partners are discussing and negotiating in their
regional frameworks, in the latter case making wide use of territorial pacts, in the
former, leaving national negotiation to the end of 1998.

In a number of Member States such as Portugal, Ireland, UK, there is still no
clear evidence of the steps taken to transpose the existing formal commitments
made by the social partners in the NAP into concrete action or policy initiatives

In France, Spain and Finland, the ongoing process of preparation or
implementation of Bills regarding vocational training or lifelong learning is
accompanied by discussions with the social partners. Luxembourg has prepared
a tripartite Employment Plan that will become a law implemented with the social
partners.

Even if some Member States, mainly the Nordic countries and Netherlands, are
well advanced in the development of lifelong learning, stronger efforts are still
required throughout the Union in order to translate this concept into meaningful
policies.

Facilitating the transition from school to work

All Member States address the problem of having a too high share of young
people leaving initial education and training without a minimum level of
gualification. However, depending on the general level of participation in
education, the problem of early school leavers covers different realities across
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Member States. National priorities often go beyond the problem of early drop-
outs to address this problem in upper secondary and higher education.

Dropping out is often linked to failing in education. To help prevent this, a
number of Member States have introduced positive discrimination measures for
young people in danger of failing at school. An early-warning system in
secondary schools is being introduced in Austria.

Some specific initiatives are presented concerning, for example, the improvement
of vocational guidance, the strengthening of the technical components of
education or the acquisition of skills linked with information and communication
technology. However, most action takes the form of rather comprehensive
reforms of the initial education and/or training systems. The introduction, reform
or consolidation of apprenticeship or other work-linked training is an important’
aspect of such reforms in a majority of Member States with concrete steps
already taken in Austria and Germany, but also in Portugal where a target has
been set of doubling the present capacity of the apprenticeship system. This
reflects the widely shared recognition that adapting curricula and making sure
that young people are able to gain basic skills and the competence relevant to
the world of waork is the most solid approach for enhancing young people’s
employability.

Only a few Member States report on concrete steps taken towards
implementation of specific action or structural reforms along these lines {Austria,
UK, France, Finland, Ireland, Denmark). This may be partly due to the time
needed for extensive reforms of education and training. It probably also reflects
the higher priority given by all Member States to activation and prevention. In
some Member States the level of coordination between the education and labour
market systems is improving.

Pillar 1! - Entrepreneurship

This pillar of action calls Member States to undertake concrete action to attain
the following objectives:

e To reduce overhead costs and administrative burdens for business (guideline
8)

¢ To promote the development of self-employment {guideline 9)

e To promote job creation in the social economy and at local level {(guideline
10)

e To reduce the tax burden on labour (guideline 11)

¢ To examine ways of reducing VAT in some labour-intensive sectors {guideline
12)

In their NAPs, Member States have shown a considerable will to develop
entrepreneurship by making it easier to start up and run businesses. However, in
spite of the commitments made, it can be seen that the implementation of the
initiatives will be a slow process and the progress achieved so far is at best
moderate. The reasons for this are, firstly, that the adoption of legislative
initiatives is usually a lengthy procedure. Secondly, budgetary readjustments may
be required and, thirdly, changes in the taxation regime are always complex and
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politically sensitive operations. In some cases there is also clearly room for the
improvement of the co-ordination between the authorities responsible for -
employment and other Ministries whose actions also contribute to job creation in
the areas of enterprise promotion, taxation and local economic development.
Attention should furthermore be given to possibilities to better co-ordinate the
existing business support services and networks.

All Member States are making efforts to implement the Guidelines in the field of
entrepreneurship. In many cases such efforts reflect the recognition of the key
role played by small and medium-sized enterprises in job creation. However,
significant differences in the focus of Member States' initiatives can be observed
and only a few consider the full range of areas covered by the Guidelines. The
large majority of Member States report initiatives being launched or envisaged in
order to simplify administrative procedures for enterprises, to promote business
start-ups and to enhance job creation in new services. Some Member States also
present initiatives aiming at facilitating access to capital or promoting innovative
projects.

Some Member States report on their actions to tap the potential of the social
economy. These efforts must be strengthened, in particular by making jobs in
this sector sustainable. As regards local development, all relevant partners at
the local level should be encouraged to take more responsibility in drawing up
integrated local development strategies.

This situation is also rather chequered in respect of the reduction of the overall
tax burden, and in particular of the tax burden on labour. Although significant
progress has been made in some countries towards reducing the social charges
and other taxes affecting labour, there is clearly a need to revamp the objective
of restructuring the taxation systems to foster job creation.

Reducing administrative costs and promoting self-employment

Most of the Member States have taken on board and implemented plans for
improving services of public agencies for enterprises in order to encourage the
setting up and development of small enterprises. One idea that has attracted
attention is the establishment of one-stop shops for the setting up of enterprises
when they deal with the State. This concept is being implemented in some
Member States with promising results (e.g. Portugal, as outlined in Section 4)
and is envisaged in others (Luxembourg, France).

The development of new forms of support to business start-ups and self-
employment, or the extension of existing schemes, is being envisaged by
Austria, Belgium, Netherlands, Sweden and Germany. Progress has been
reported by those Member States that are introducing specific forms of financial
support to the recruitment of the first employee {France, Spain).

Among other things, measures to combat undeclared work can be very effective
in creating a climate favourable to enterprise development, preventing unfair
competition and in raising revenue for the State. Austria is taking action in this
area.
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Exploring the job creation potential in new services, the social economy and local
activities '

Partnerships between local authorities and entrepreneurs in the exploitation of
business opportunities have been attempted in several countries. Finland offers a
good example through the creation of the Centres for Expertise fostering regional
co-operation in the exploitation of high-level know-how (see Section 4). Italy has
recognised the job creation potential of the new voluntary and co-operative
sector which can provide personal and community services. The UK has
launched a series of job creation initiatives at local level in the more
unemployment-ridden areas.

However, the involvement of local authorities, as well as other important players,
such as business organisations and the voluntary sector, in the implementation
of the NAPs, particularly in those policy initiatives where they are expected to
play a key role remains modest. Information on relevant activities carried out by
authorities at levels other than national is scarce.

Many Member States also report on policy initiatives to tap new service sectors
“with job creation potential. The most significant of these is the French
programme on New Services, New Jobs which aims at creating 150 000 jobs in
1998 for young people in social services catering for unfulfilled needs (reported
below under Section 4. Denmark expects to create employment by supporting
entrepreneurs with innovative ideas. Germany is developing the "private
household” sector of employment, and has introduced a special social security
regime for the care of the elderly which is expected to trigger demand for new
jobs.

A few member States highlight also the importance of new high-technology
.sectors for job creation, and announce measures with this purpose (Finland,
Austria).

Making the taxation systems more employment friendly

As regards the reduction of the overall tax burden, and in particular the tax
burden on labour, several Member States have, in the implementation reports,
presented supplementary information on the reforms already carried out and/or
on new initiatives.

Denmark has adjusted its tax system to provide tax reductions specifically
targeted at low-income groups. Spain has introduced a series of incentives for
job creation in 1997 and 1998 (in both the tax and the social security systems)
for the recruitment of a first employee, as well as on the planned reform of
personal income tax. The Netherlands has introduced the cumulative reduction in
the tax and social security burden. Finland has enacted legislation dealing with
income tax and social security contributions for 1999. The French
implementation report illustrates the main features of the proposed tax reform,
which should from 1999 reduce the tax burden on labour (inter alia, the reform
of the "taxe professionnelle").

Regarding VAT reduction on labour-intensive services, some Member States
oppose the measure, while others are still examining the implications of such a
measure in terms of employment and fiscal revenues.

In general, the approach of most countries in implementing taxation reforms is
rather gradual and more commitments on reduction of taxation on labour are
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necessary. Considerations of revenue loss have prevented many Member States
from implementing taxation reforms to foster job creation more vigorously. For
this purpose, the Finance Ministries should play an active role, namely by
developing feasible alternatives to taxation on labour, within the general context
of maintaining or reducing the overall tax burden.

Pillar lll — Adaptability

This pillar of action calls Member States to undertake concrete action to attain
the following objectives:

e Social partners are invited to negotiate agreements to modernise the
organisation of work. These can cover different expressions of working time
and forms of work. Flexibility and security should be balanced in these
agreements {guideline 13)

¢ To respond to the increasingly diverse forms of employment, Member States
will seek to introduce more adaptable types of contracts, while providing
adequate levels of security {guideline 14)

e Member States will encourage the development of in-house training and
investment in human resources (guideline 15).

Member States and social partners are now in the process of implementing
reforms or policy initiatives that have been sign-posted in the NAPs in order to
bring about a higher degree of flexibility in their productive systems and in their
working relations.

In general terms, and given the short time available to transpose NAPs into
action, social partners and Member States seem to be making some progress on
work organisation and working time issues. This appears in many cases to be
the outcome of on-going developments in collective bargaining and of the review
of labour legislation in Member States, rather than the direct consequence of the
NAPs. The framework of work organisation and working time is being reviewed
everywhere, and this long-term process seems to be driven primarily by the need
to accommodate enterprises and workers to new economic and technological
challenges. In some cases, however, the NAPs may have encouraged the social
partners to be more active and to adopt a more comprehensive approach to
modernising work organisation.

Promoting modernisation of work organisation

As regards the modernisation of work organisation and working time, social
partners are contributing to the process in different degrees, reflecting the nature
of the system of industrial relations in each Member State. In Denmark, Finland,
Austria, Netherlands and Sweden, social partners contribute within their well
developed system of social dialogue.

Social partners in Germany, Spain and ltaly carry out specific nationwide or
important sector-wide negotiations which will exert a substantial influence on the
way working time and work organisation can be made more flexible. France has
introduced a legal framework for reducing weekly working time to 35 hours by
2000 (2002 for small firms). This target should be implemented in each company
or sector under flexible modalities which are now being negotiated between the
social partners. In Luxembourg the social partners will be obliged to negotiate on
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work organisation and patterns of working time, firms' training policy, increasing
employment, and equal opportunities in the firm or sector concerned.

Modernising the contractual framework

in response to globalisation and technological developments as well as new
patterns of individual preferences on the part of workers (particularly those now
entering the labour market), Member States are tending to diversify the legal
framework for labour contracts by introducing new models as an alternative to
traditional short-term and fixed-for-life contracts. Reform in this direction is
crucial in order to avoid a ségmentation of the labour market.

Changes in the legal framework are being envisaged in some Member States
with the involvement of social partners (Portugal, Finland, Spain), but
implementation will probably be slow, reflecting similar experience in other
countries. Other Member States have adopted recently new legislation on
working relations which enhances labour market flexibility by introducing new
types of contracts and more flexible working hours (ltaly and Luxembourg on a
tripartite basis, Greece by parliamentary law) and are currently in the process of
full-scale implementation.

However, adaptability through new forms of "non-standard" work have brought
the issue of the balance between flexibility and security to the fore. In this
respect the Netherlands will enforce a new law aimed at providing more
protection for temporary staff, which is the result of an agreement reached by
social partners. :

In Spain, a major reform was agreed by the social partners and integrated in the
labour legislation, which involves a reduction in job security provisions for
permanent workers , combined with an increase in stability for temporary
workers. The early results of this reform indicate a decline in segmentation (see
section 4).

Strengthening training in enterprises

The updating of skills and promotion of new competencies has continued to be
regarded as a key issue in this pillar, as a way to ensure that the workforce has
the capacity to adapt to new demands resulting from technological advance and
new work organisation. Human resource development is receiving particular
attention in all Member States, through encouragement of in-house training in
firms or enhancement of national systems of vocational training. In Sweden,
public support to the improvement of the skill levels at the work place is under
study in a tripartite context, Portugal is reinforcing provisions to support on-the-
job training in SMEs, whereas in Italy new training regulations are to be approved
and funded. In the Netherlands, the social partners take a direct stance in the
provision of continuous training through the Agenda 2002 programme.
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Pillar IV — Equal opportunities

This pillar of action calls on Member States to undertake concrete action to

attain the following objectives:

e Tackling gender gaps in employment and unemployment {guideline 16)

s Reconciling work and family life {guideline 17)

e Facilitating reintegration into the labour market (guideline 18)

¢ Promoting the integration of people with disabilities into working life
{guideline 19)

Preparing and implementing the NAPs has raised awareness of the importance of
equal opportunities policies for women and men. However, the policy content of
the fourth pillar in most NAPs remained relatively modest and lacks integration.

The implementation reports show that steps forward are being taken in the area
of child care, that will contribute to the overall goal of employment growth by
increasing labour supply. However, the internal coherence of the plans could be
improved by integrating the equal opportunities objective in the other pillars
{(gender mainstreaming). Although a growing number of Member States
acknowledge the importance of gender mainstreaming, concrete examples of the
application of this principle are still rare. '

Gender mainstreaming entails the implementation of a co-ordinated set of
policies. To achieve that goal awareness of gender employment objectives must
be raised among policy makers. Once policy options are selected and
implemented, baselines and research plans are needed in order to monitor and
evaluate the policy outcomes.

In Spain, Portugal and Austria, a commitment to gender mainstreaming is
explicitly formulated, which appears to have influenced the design of
employment policies. A commitment in the same direction can also be found in
Denmark, France, Italy, Finland, Sweden and UK.

Tackling gender discrimination in the labour market

The provision of skills to unemployed women and the encouragement of female
entrepreneurship are the types of measures most frequently reported in order to
promote a higher employment of women. In Germany, it is explicitly set as a
policy goal that unemployed women participate in active measures proportionally
to their share in unemployment.

Actions aimed at desegregating the labour market are explicitly included in the
Employment Guidelines, but most Member States do not seem to consider this
as a policy problem and fail to provide evidence about measures in this area.
However, the labour market remains highly segregated: women occupy more
jobs than men in the public sector, and in a few professions, such as nurses,
secretaries, teachers and child minders. This is the case even in countries where
women’s employment rate is comparable to that of men {Sweden, Finland). This
gender segregation may be constraining employment growth by limiting the
potential labour supply into particular occupations. ‘
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Reconciling family and working life

One major barrier women face when entering the labour market is the lack of
good-quality and affordable childcare. The care of other dependent persons is
also, all too often, taken on by women, sometimes forcing them to leave the
labour market or work part-time.

The majority of Member States recognise existing gaps in care provision,
especially for children, and plan measures to increase the supply of caring
services as part of plans to increase employment. Spain, UK, Italy, Netherlands
and Portugal mention subsidies through the income tax or benefit systems to
contribute to the cost of child care, but the most common method of expanding
provision appears to be through the direct provision of nursery and childcare
places. Only a few Member States however set targets in terms of childcare
facilities: Austria, Netherlands, UK and Luxembourg. Sweden has already an
established policy on childcare services in connection with the parental leave

system.

Whereas the large majority of measures under this Guideline reinforce childcare
provision, older people and other dependants receive little attention. This hardly
reflects the expected long-term trend towards increased care needs on the basis
of demographic projections.

Parental leave schemes, job rotation schemes and career breaks are examples of
measures dealing with the difficulties of reconciling work and family life. The
Italian city-regulations liberalisation-scheme also merits particular attention in this
context, as it allows office and shop opening times to be adjusted to fit with
desired working patterns.

Facilitating return into active life

Both women and men can face difficulties re-entering the labour market after a
period of absence. They may have problems of poor employability due to
outmoded skills. Those not registered as ‘job-seekers’ may also find it difficult to
access training opportunities. The emphasis on life long learning in the
employability pillar could go some way towards addressing this problem. The
implementation reports have allowed a couple of Member States (Belgium and
Germany) to present data that quantify the scale of the problem and France and
Spain are likely to be able to do so in the future.

Promoting the integration of people with disabilities in working live

The employment rate of disabled people is considerably lower than amongst the
rest of the population. While comparable, or even reliable national data for the
majority of Member States are still lacking, available data for some Member
States (Sweden, UK) suggest that employment amongst this group is 20-30%
below the rate for the whole population, and that disabled people account for a
disproportionately high share of the long-term unemployed.

Solutions for the problems facing people with disabilities should be integrated
into all aspects of employment policy, but without stigmatising people with
disabilities. Often job counselling for disabled people is all that is required to
ease the path back into a job, but in some cases help with improving
employability may be necessary through active measures such as rehabilitation,
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or fast-track access to programmes for the unemployed on changes in the
workplace. Three major types policy measures are reported by Member States in
order to promote the integration of disabled people in employment and
throughout the working life: quota systems, sheltered employment and anti-
discrimination legislation. However, the majority of the Member States do not
integrate this policy dimension in their preventive strategies, despite the
presence of some elements in the plans of Spain, France, Austria, Portugal,
Sweden and UK.

A number of Member States reflect the need to ensure equal opportunities for
immigrant populations by including specific measures for such groups.

4. IDENTIFICATION OF GOOD PRACTICE

The identification and dissemination of good practice constitutes one of the
major goals of the employment strategy. The reinforced co-ordination of
employment and labour market policies in the EU made possible by the
Amsterdam Treaty will make it easier to identify and disseminate those policies
or measures whose implementation in a given country or region met with good
overall results, and that have the potential to be used elsewhere. This
dissemination of good practice is of interest not only to national authorities but
also to regional and local authorities, social partners and other institutions active
in the employment and social areas.

In order to be effective, the identification of good practice requires a sound
methodological base. Rigorous monitoring and evaluation research needs to be
carried out in the country of origin to determine whether the policy measure in
question has reached its original goals in the most cost-effective way. A
particular attention must also be given to the socio-economic environment in
which the good practice was originally developed. These two elements are
central in determining the extent to which a good practice can be implemented in
other Member States.

It is clear that substantial progress is still required before proper methodological
conditions are met for a fully effective identification and dissemination of good
practice:

» Systematic evaluation of employment and labour market policies is still not
common practice in many Member States;

» Some measures announced in the NAPs are too recent for a proper ex post
evaluation to have been undertaken.

» And where evaluation results exist, they refer in many cases to an earlier
period, before the Employment Guidelines.

Criteria for the selection of examples of good practice

This Section presents some of the most interesting examples of how the
Employment Guidelines can be transposed into concrete policy, and highlights
the results that they can achieve.. The examples were drawn from a list of more
than 40 policy actions suggested by Member States in their implementation
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reports, (see box) * Many of these policy actions were in fact initiated well
before the Luxembourg process began, but their inclusion among the policies to
be implemented under the NAPs shows how existing policies can be revamped
and enhanced by their inclusion in a more dynamic and comprehensive
framework.

The selection of examples subject to a more detailed analysis in this Report was
conditioned by the availability of evaluation results or, at least, of substantive
early monitoring data. While such results suggest that the selected examples
have achieved their primary objectives or have the potential for doing so, the
amount of evidence in no case is sufficient to assess whether these policies
should be adopted as reference models for other Member States.

PILLAR ONE - EMPLOYABILITY

Youth unemployment policies in Denmark 1

Objectives. In the early nineties Denmark suffered from a severe youth
unemployment problem. The young unemployed represented 9 % of the
corresponding age population, many had no marketable skills and the level of
welfare dependency was high. A special action was implemented in April 1996
with the aim of taking this group of young unemployed off passive benefits and
get them started on some form of education or on in employment.

Policy mechanisms. The action was targeted at young unemployed aged less
than 25 years and entitled to unemployment insurance and having not completed
formal education or training. After 6 months of unemployment they would have
both the right and the obligation to take part in normal educational or special
courses for at least 18 months, earning allowances considerably below the level
of the unemployment benefit.

Early evaluation results. A remarkable result of an early evaluation of this policy
measure was that only about one third of the young were still unemployed by the
time they would actually have to start in the programme. The rest had either
found a job or started an ordinary education (one third in each group).

This was interpreted as a clear “motivation-effect” of the programme, in the
sense that the prospect of having to follow mandatory education and the
corresponding reduction of the economic benefit, led two thirds of the young
unemployed to find a solution by themselves.

One might have feared that those becoming employed went into marginal and
low-paid work. The evaluation shows, however, that this was not the case. The
jobs were similar to normal unskilled work and the young employed were positive
as far as their future employment perspectives were concerned.

One might also have feared that, despite positive short-term effects, these were
only temporary and that the young would return to unemployment at a later
stage.

4 For the detailed description and analysis of the examples included in this section , use was also made’
of technical assistance provided by the SYSDEM network of the Employment Observatory.
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Recent evaluation results. In order to investigate this possibility, a further
evaluation was conducted in the Spring 1998. The most important conclusion
from the study was that only 12 to 13 percent of the group were unemployed in
the Spring 1998 compared to 30 percent in 1996 . Of the remainder, 40 percent
were in education, 35 percent were in ordinary employment, 6 percent were on
leave (mostly parental leave), and 6 percent were in some form of activation.
Thus the participants in the youth programme (many of them with a history of
long-term unemployment} have not fallen back into unemployment but have
actually reduced their unemployment considerably. Of those in employment, 70
percent work in the private sector normally as unskilled workers. Most earn more
than the minimum wage and expect to keep their job for at least 12 months,
which indicates that they have gained a foothold at the labour market.

Thus there are strong indications that the special effort to reduce youth
unemployment is a significant factor behind the drastic fall in Danish youth
unemployment from 9 % to 6 % in 1997. For the young unemployed, the special
action meant a strong economic incentive to leave passive unemployment and
start education or get an ordinary job. Also the special education offered to the
young unemployed unable to find work or education by themselves, seems to
have shown positive results for many of the participants.

Framework conditions. However one must also take into consideration the
general boom on the Danish labour market since 1994 which made it possible for
the young to shift to ordinary employment. Furthermore, the demographic trends
are helping the young in the sense that smaller youth cohorts leave more room
also in the educational system.

In Denmark, the success of this programme of early activation combined with
strong economic incentives is a strong inspiration for the present plans to reform
the activation of the adult unemployed above 25 years of age. The programme
can be considered as a good example illustrating the application of the preventive
approach in terms that are close to those under guideline 1.

L New Deal for young people in UK T

Objectives and design. The new UK Government has introduced a range of new
active labour market policies, the largest of which is the ‘New Deal for Young
People’®, which was piloted in 12 ‘pathfinder’ areas in January 1998, before
being extended nation-wide in April 1998. The New Deal for Young People is the
main plank in the UK’s strategy for tackling youth unemployment, and aims to
offer employment or training with appropriate support to unemployed young
people before they flow into long-term unemployment. Its objectives coincide
therefore with those of guideline 1.

The elements of the New Deal for young people are variants of existing or
previous measures implemented in the UK or elsewhere in recent years. The New
Deal is, however, innovative in the UK context for several reasons. In particular:

e it is large-scale (with £3.16 billion planned expenditure over 1997-2002) and
comprehensive: all young people aged 18-24 who have been claiming

* There are in addition ‘New Deals’ for long-term unemployed adults (piloted from June 1998), for
Lone Parents (piloted in July 1997, and extended in April 1998 and October 1998), and for Disabled
People (to be piloted in two phases, starting in September 1998 and January 1999).
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Jobseeker’s Allowance (JSA)® for 6 months or more are covered. In addition,
a number of special groups are eligible for entry to the New Deal before 6
months of unemployment’;

e it embodies elements of a ‘pathway to integration’ approach: all participants
enter an initial ‘Gateway’ programme which lasts for up to 4 months and
consists of intensive, counselling, advice and guidance. The Gateway aims to
support as many as possible of the participants into unsubsidised jobs on the
labour market, and to prepare the remainder for the various options on the
main phase of the New Deal itself; :

e following the Gateway, those young people without an unsubsidised job
have, depending on an assessment of their skills and needs, a choice

between 5 options®:

1. a subsidised job with an employer in the regular labour market (for 6
months)?;

2. 6 months work with the Environment Task Force (a job creation
programme in environmental work);

3. 6 months work with a voluntary sector employer;

(for those without qualifications at NVQ level 2) full-time education and
training for up to 12 months without loss of benefit;

5. entry to self-employment (subsidised for 6 months);

» the New Deal incorporates a strong element of ‘activation’ in that those who
refuse to participate in any of the options, may have benefit sanctions applied
to them.

‘Results obtained to date. As the programme is very recent, no evaluation results
are currently available, although a large scale evaluation is under way.
Administrative monitoring data exist, but so far provide only a partial picture
(most of the participants on the programme are still in the initial Gateway phase).
The most recent statistics cover those entering and leaving New Deal during Jan-
Jun 1998'°,

The most comprehensive review to date of the early months of the New Deal
areas’'.highlighted the following positive points: :

¢ there is evidence that the system of personal advisers offering customised
and ongoing support during the Gateway period, is working well, although a
concern was raised that the intensive one-to-one support might not be
sustainable once the number of participants in the New Deal increases to its
maximum level; '

% In October 1996 JSA replaced the previous systems of Unemployment Benefit and Income Support.
" Groups eligible for early entry to the New Deal include people with disabilities, ex-offenders, those
leaving local authority care and individuals with literacy or numeracy problems.

® In the original design of the programme, there were four options: the fifth option (self-employment)
was added in July 1998.

? Note that options 1, 2 and 3 all include at least one day a week of training towards a recognised
vocational qualification.

1 Department for Education and Employment Press Release no. 409/98, 27 August 1998,

Y The New Deal Pathfinders, House of Commons Education and Employment Committee, Session
1997-98, Eighth Report, London, The Stationery Office, August 1998.
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e the planning assumption that 40% of Gateway participants would enter an
unsubsidised job, rather than one of the subsidised options, has been
generally met.

e the report noted the encouraging willingness of employers to participate in
the programme and offer subsidised jobs to young people ;

Some of the concerns raised about the results to date include the following:

e although the rate of flow into unsubsidised employment is relatively high
(38%), there is no evidence on the ‘dead-weight element’ of this flow — /e
what proportion of these young people would have found jobs without the
New Deal?

e whilst the New Deal appears to have had some success in recruiting
employers to participate in offering subsidised employment, there no
evidence on what proportion of the posts offered were new vacancies, and
what proportion were created as a result of the subsidy;

e ‘there is no evidence on the likely retention rate of participants in subsidised
jobs after the subsidy expires, and there is a risk that, in due course, the New
Deal could replicate the ‘revolving door’ pattern of many previous measures;

Framework conditions., Whilst it must be stressed that, in the absence of
evaluation findings, any analysis of programme Iimpact, and the factors
influencing that impact, must be speculative, the following issues emerge from
the evidence to date as likely to be important influences on the success of the

New Deal:

e The overall state of the economy and labour market. The New Deal was
implemented at a time of relatively low and falling unemployment; youth
unemployment in particular has been falling prior to, and during the early
months of New Deal implementation. A key question for the New Deal will be
whether the apparently high rates of outflow into unsubsidised employment
can be maintained under less favourable labour market conditions.

e The scale of the programme. There is a question about whether some of the
key positive elements (the high level of employer participation — including by
SMEs — and the apparent success of the intensive and customised
counselling conducted by the personal advisers) can be maintained as the
scheme expands and the numbers eligible increase.
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[- The Back to Work Allowance Scheme in Ireland

Objectives. This measure was introduced in September 1993 by the Department
of Social Community and Family Affairs (DSCFA).'? The main aim of the BTWAS
is to allow people who have been long-term welfare recipients to test
employment options and regain a foothold in the labour market, while at the
same time having some financial security during the early years of employment
or self-employment. Long-term unemployment in Ireland is traditionally high, and
8.7 % of the work force (mostly older workers with few skills) had been in
unemployment for more than 12 months in 1992 (subsequently falling to 5.7 %
in 1997).

Since this measure contributes to taking persons off welfare dependency and
encourages them to get a job, it can be considered as a good example of the
application of guideline 3.

Policy mechanisms. In operational terms the BTWAS allows the long-term
unemployed to take up paid employment, or become self-employed, while
retaining 75 % of their social welfare payments in the first year, 50 per cent in
the second, and 25 % in the third. In addition to the receipt of an allowance, all
participants on the BTWAS retain any established entitlements to secondary
benefits (such as fue! allowances, medical card entitlements, rent allowances,

etc.).

In order to qualify for the BTWAS a person must be aged 23 years or over and
have been in receipt of {or have an underlying entitiement to) Unemployment
Benefit or Unemployment Assistance for a minimum of twelve months. The
duration criteria are interpreted flexibly; for example qualification can also be
attained on the basis of a total of two years unemployment over the previous
three years, with periods spent on labour market programmes being counted
towards the minimum period of unemployment. The BTWAS is also available to
those who have been in receipt of a Lone Parent’s Allowance for a period of
twelve months.

The operation of the BTWAS involves full-time DSCFA “Job Facilitators”
operating on a regional basis and undertaking a variety of tasks relating to
promoting, implementing and monitoring the scheme. They interview persons
seeking to become employed or start their own business with BTWAS assistance
and provide follow-up help to all of the participants involved (including
employers).

They also canvass employers for vacancies that can be filled under the terms of
the BTWAS and respond to requests from employers for persons to fill
vacancies. Employers are encouraged to participate in the BTWAS by offering
jobs that have the potential to become permanent and exceed 20 hours worked
per week, to persons who have been long-term unemployed.

Evaluation results. The number of participants on the BTWAS has increased
substantially since its introduction in 1993. By the end of 1994 the total number
of participants (in stock terms) was just under 5,000. This had increased to just

12 Previously the Department of Social Welfare.
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over 10,000 by the end of December 1995 while by end 1997 the participation
level had reached 27,000, Currently just over 60% of the BTWAS participants
work on a self-employed basis.

According to the results of an early evaluation of the BTWAS' |, the measure
can be regarded as being reasonably effective in so far as the activation
objective is concerned. The substantial increase in participation levels over the
period since the scheme commenced can be taken as evidence that it has
induced substantial numbers of previously long-term unemployed persons to find

" a job or enter self-employment. Furthermore, the response of employers can also

be considered as positive.

However in this regard, one must bear in mind the question of what would have
happened in the absence of the BTWAS (i.e. deadweight). Estimates derived in
the course of the evaluation indicate that some 42 % of entrants to the measure
said that they would have taken up a job or become self-employed in the
absence of the BTWAS. The level of deadweight for the self-employment strand
(48 %) was higher than for employees (27 %).

Although the timing of the evaluation study does not allow for assessing the
extent to which the long-term unemployed who had been brought back into
active participation in the labour market actually succeeded in becoming securely
integrated, the early results suggest that the measure is less effective in
sustaining the transition into employment. The post-BTWAS survival rate for any
given cohort of employee entrants should be in the region of 30-40 %, and that
for the self-employed significantly higher at 60%. The decline in participation
was most noticeable in the period following the transfer from the 75 to the 50
per cent rate of allowance support.

In the case of employees, the low level of wages received is a significant factor
explaining the relatively high drop-out rate. Given additional evidence of a small
proportion of employees receiving wage increases while in employment, and the
limited size of these increases, questions inevitably arise regarding the long-term
sustainability of the employment involved in the absence of continuing income

- support.

The in-company induction traineeship (stage-initiation en entreprise) in
Luxembourg

Objectives and content of the measure . The aim of the in-company induction
traineeships is to improve the employability of young people. 1t is one of three youth
employment measures, the other two being preparatory in-company traineeships
(stage de préparation en entreprise) and the division for temporary auxiliaries
(division d'auxiliaires temporaires - DAT).

The induction traineeship contract provides for practical training for young
unemployed people with private-sector employers, during working hours, the aim
being to ease the transition from school to work. The entry conditions are as follows:

" “Developing an Active Welfare Policy. An Evaluation of the Back to Work Allowance Scheme”. The
study was carried out by WRC Social and Economic Consultants, Dublin. It was published (by
DSCFA) in October 1997.
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e The Administration de I'Emploi (Employment Office) can offer in-company
induction traineeship contracts to registered unemployed people aged no more
than 30.

e The employer pays an allowance equivalent to 85% of the statutory minimum
wage for unskilled workers. The Employment Fund, which is financed primarily by
means of a solidarity tax paid by employers, natural persons and corporate bodies
and whose role is to cover the costs of implementing the employment measures,
pays the employers' share (around 15% of gross earnings) of the social security
contributions and reimburses the employer 25% of the allowance paid to the
young trainee.

e The contract may be concluded for a period of at least 26 weeks and at most 52
weeks.

¢ If a company currently employing, or having employed, young unemployed people
on traineeships recruits new employees, the trainee has priority for a post,
provided that he carried out the traineeship in the previous three months and has
the qualifications required by the employer.

Results of the evaluation. There were 455 participants in in-company induction
traineeships in 1997, an increase of 27% on 1996 and 18% on 1995. The total
number of participants in the three employability measures for young people grew
steadily between 1995 and 1997.

The recruitment rate for young unemployed persons at the end of their in-company
induction or preparatory traineeship, either in the business in which they carried out
the traineeship or in another business, is around 70%.

The cost of in-company induction traineeships in 1997 was LUF 26.55 million, or
6.37% of Employment Fund expenditure on youth employment measures.

Changes in hand. The national employment plan provides for a number of
improvements to this programme. It was found that there was a tendency among
employers in certain sectors to use the in-company induction traineeship formula
mainly for manual work. Consequently, a new awareness campaign is to be launched
aimed primarily at encouraging employers to allow more secretarial work to be
carried out through the traineeships.

To increase the rate of female participation in the programme, the State contribution
to the reimbursement of employers will be raised from 25% to 50% for young
unemployed men and 25% to 65% for young unemployed women.

Framework conditions. Youth unemployment in Luxembourg is relatively low by
comparison with older age brackets. The unemployment rate among the under 26s
has changed very little recently, continuing to stand at only 25.2% of all unemployed.
The fact of being young is therefore no longer the main reason for being unemployed,
as it was 15 years ago. It is felt that this is due, at least in part, to the impact of the
three youth employment measures introduced in 1978, which contribute to making up
for the insufficient qualifications received during formal training and introduce young
people into the world of work.
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PILLAR TWO - ENTREPRENEURSHIP

Enterprise Formalities Centres in Portugal

Objectives. The structure of manufacturing industry in Portugal is heavily dominated
by small undertakings (10 to 99 workers) and micro-enterprises (under 10 workers).
SMEs currently account for 60% of employment and offer a greater growth potential
than large-scale undertakings; they can thus clearly guarantee the creation of new
jobs and more sustainable growth of employment.

However, new business start-ups continue to be severely hampered by the amount of
red tape involved, particularly in establishing a company and obtaining the
authorisation to do so; it can take as long as six months or so to set up a business.

The Enterprise Formalities Centres (EFC) were set up with the aim of speeding up
this process, and are part of more general objectives such as aid for job creation and
the reduction of red tape in public administration.

Mechanisms. The EFC are information services which help to facilitate the setting
up, restructuring or closure of businesses. Based on protocols established between
the Ministry of Finance, employers' associations, the chambers of commerce and
industry and professional organisations, the EFCs bring together in a single physical
space, in this case the premises of IAPMEI (Institute for Support of Small and
Medium-Sized Industrial Enterprises), all the bodies which are involved in setting up
companies.

The Centres have their own notaries and representatives, or field offices, of the
National Register of Legal Persons, the Trade Register, the Directorate-General for
Revenue and the Regional Social Security Centres. These bodies continue to work
entirely under their respective authorities and are merely coordinated by the EFC.

Their job is thus to make things easier for businesses, to facilitate their creation and
to make the most of their job creation potential in a simple, effective and inexpensive
way and one which, above all, is appropriate to the economic situation.

Initial results. Two EFCs have been set up initially, one in Lisbon and the other in
Oporto. The Coimbra EFC was opened in May 1998. A further centre is to be set up
in Setubal in October 1998.

According to the information in the NAP Monitoring Report, approximately 7 200 files
for the establishment of new businesses were registered with the three operational
EFCs up to May 1998.

The ratio of number of businesses created to number of files registered was 53.6% in
Lisbon and 48% in Oporto.

The time taken to set up new companies has been significantly reduced to under four
weeks. Consequently, the objective of the NAP is to reduce the average time from six
months to 20 days over the next few years. In addition, the continued growth in the
number of files registered in the three centres in operation shows strong public
support for this measure. Seven new centres and two field offices are planned to
supplement those already in existence.
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Bridging benefits for promoting self-employment in Germany

Objectives. This programme was first introduced in 1986 with the aim of
promoting self-employment among those unemployed persons who are qualified
and capable to start their own business. Unemployed persons face particular
difficulties at the capital and product markets, resulting in financial barriers to
becoming self-employed. The bridging benefit for self-employment provides
support to overcome these barriers during the starting period of a new business.

Since this measure removes barriers to self-employment, while at the same time
providing an opportunity for the unemployed to engage into an income-generating
activity, it can be considered as responding to the policy goals in guidelines 3
and 9.

Policy mechanisms. Since January 1 1998, the bridging benefits for self-
employment (Uberbriickungsgeld) are paid to unemployed persons who:

¢ received unemployment benefits, unemployment aid or short-time workers’
compensation for at least 4 weeks, or were previously employed in a job
creation programme, :

e present a project for a profitable self-employed activity which was positively
evaluated by a professional institution (e.g. chamber of commerce, bank,
consulting company),

e are planning to work more than 15 hours per week in the self-employed
activity.

These persons receive:

e transition benefits for 6 months amounting to the level of unemployment
benefits or unemployment aid paid to them previously,

s payment of social security contributions for their benefits,

» the right to return to unemployment insurance during a period of up to 4
years.

Evaluation results '*. The programme experienced an outstanding expansion
during recent years. The number of recipients rose from 13,000 in 1991 to
78,800 in 1997. Almost 1 billion DM was spent for the programme during the
year 1997. The number of recipients rose with German unification at the
beginning of the nineties, and with the improvement of the benefits in 1994. The
average amount of benefits rose from 3,800 DM in 1993 to 12,000 DM in 1997.
The programme was “over-subscribed” for several times.

The composition of recipients deviates from the structure of unemployment as
regards the level of education and training. The recipients were clearly better

'* The programme was evaluated in 1997 by the Institut fiir Arbeitsmarkt- und Berufsforschung by a
postal survey of 4486 beneficiaries who received transition benefits in 1994 and 1995 (WieBiner F.
[1998]: Das Uberbriickungsgeld als Instrument der Arbeitsmarktpolitik — eine Zwischenbilanz.
Mitteilungen aus der Arbeitsmarkt- und Berufsforschung, Heft 1). The sample includes recipients in
eastern and western Germany and of both regulations before and after August 1994.
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qualified than the average unemployed:21% had received university education
and two thirds had skilled jobs before unemployment. However, only 8% had any
experience in a self-employed job or as master of a handicraft occupation. Only
20% of the beneficiaries were long-term unemployed.

About one quarter of the recipients were women. This corresponds with the
share of women in other self-employment promotion programmes but is
significantly lower than the share of female unemployment.

Many of the new businesses were created in the service sectors: retail trade,
transportation, repair and cleaning, but also professional services in the
information- and communication sector.

Evaluation results suggests that the programme has achieved sustainable jobs for
the beneficiaries, as the drop-out rate has been kept low. 70% of the recipients
were still self-employed three years after the support period, most of them in the
initial activity. A further 13% were employees, the majority of them in a job with
social security protection. Only 11% were unemployed. There are no significant
differences in the share of unemployed recipients between men and women or
eastern and western Germany,

The income position improved for one third of the recipients and remained
unchanged in relation to the previous dependent job for 17%. The remaining
50%, however, achieved lower incomes from their self-employed activity.

The self-employed activity had positive employment effects by extending
dependent employment in the newly created businesses. 45% of the recipients
who remained self-employed had at least one employee after three years. On
average, one additional job was created by every beneficiary.

Framework conditions. The main reason for the success of the programme is the
positive selection of unemployed persons, who are qualified enough to start a
new business. This does not correspond with the average qualification of the
unemployed. Nevertheless, the group of highly skilled unemployed gets the
chance of becoming self-employed through this programme in an efficient way.
The dead-weight effects of the programme appear to be minor.

One of the push-factors for the programme certainly was the decline in
dependent employment during the first half of the nineties, in Eastern Lander in
particular. This reduced the chance for many unemployed to return to a job in
their previous industry. In addition, Eastern Lander provided favourable market
conditions for new businesses.

L Centres for Expertise in Finland J

Objectives. The Centres of Expertise Programme is a five-year programme for the
years 1994 to 1998 aimed at improving the preconditions for internationally
competitive industry and business calling for a high level of expertise. The
programme was drawn up jointly by representatives from the ministries, local
government, the technology centres, the universities and the industrial sector.

Policy mechanism. The Programme is being implemented by eight regional and
three network-based centres of expertise selected following an application
process. Each centre specialises in promoting its own core competence,
according to nationally set targets. Their function is to promote co-operation and
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networking between the various actors involved, and to develop structures and
approaches for exploiting high levels of know-how in business activities. The
areas of competence covered by the centres include electronics, information
technology, biotechnology, environmental technology, machine building and
automation.

The Ministry of the Interior grants an annual FIM 14 million in basic funding for
the programme. This is largely seed-stage funding and is used for co-ordinating
the work of the various centres and implementing the national targets. The
funding for actual projects comes from several sources. In 1997 the total amount
of project funding came to FIM 260 million, spent on over 100 projects. The
funding was contributed by the enterprises concerned, the Technology
Development Centre of Finland (Tekes), local authorities and regional councils,
various ministries and the EU structural funds.

The ESF supports the national programme in particular by promoting the
transition of high-level know-how to SMEs via training, networking and other
development actions. The total allocation for this measure was FIM 197 million
in 1995-99. By the end of 1997, 45 projects had been launched with ESF
support involving 5 300 employees at SMEs.

Evaluation results. The first four years have brought considerable expansion in
internationally competitive business activities based on high levels of know-how.
Approximately 8.000 new jobs have been created under the programme and
7.000 existing jobs have been secured for the future. In the areas of competence
covered by the programme, 290 new enterprises have been set up, 130 of them
around the centres of expertise. The programme has done a great deal to foster
regional co-operation in the exploitation of high-level know-how.

It can therefore be considered as a good example of job creation initiative in new
sectors, with the involvement of regional authorities, in the terms defined under
guideline 10.

The "New Services, New Jobs" Programme in France

Objectives and mechanisms. The "New Services, New Jobs" programme is a local
development programme set up to provide State support for the development of
activities designed to meet new or unsatisfied needs. The goals of this measure are
in accordance with guideline 10 (promoting job creation at the local level). The
activities of services recognised by local authorities (the Prefect) as satisfying this
criterion receive support in the form of financial aid for all the jobs they create for
young people. This aid now stands at FRF 93 840 (ECU 14 500) per year, or 80% of
the minimum wage. It is paid for the first five years of each job's existence.

Initial results. The first results show an increasing rate of growth. Between October
1997, date of adoption of the legal document, and July 1998, 105 000 jobs were
created through this programme: 56 750 in associations, local authorities and public
establishments, 40 000 in national education, 8 250 in the national police force. In
July 1998, 74 000 young people had aiready been recruited through this programme,
33 500 of them in associations, local authorities and public establishments, 35 000 in
local State schools and 5 375 as security officers recruited by the Ministry of the
Interior.
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If this pace continues, this should mean the creation of 150 000 jobs and
approximately 130 000 to 140 000 recruitments by the end of 1998. In the course of
1999, a further 100 000 jobs will be created through this programme.

Nearly all jobs are full-time, with 79 % on fixed-term contracts, generally earning
slightly above the minimum wage (particularly in the associations, where the young
people tend to be better qualified). Only the associations use the open-ended
contract to any great extent.

in the associations, local authorities and public establishments, the activities are in
the family/health/social sector, the environment sector, culture, sport, education, and
housing. The type of work involved includes: coordination/organisation (25%),
environment and culture (17%), and personal assistants for the elderly or disabled
(11%).

in the schools and colleges, two-thirds of the educational assistants are involved in
supervision and general organisation, usually in conjunction with more specialised
work in the cultural or sports areas. The remaining third are involved in specialised
technical activities.

Conditions for success. As the main goal of the programme is to develop activities
at local level, the involvement of local players is a deciding factor. Framework
agreements have been concluded at national level with the major associations and
public bodies which are explored at the local level (e.g.: post office, major adult
education associations, housing and social and health sector bodies).

In addition, a large amount of money has been allocated to assistance for the setting
up, development and monitoring of the planned activities. After a slow start, this
support is now increasingly being sought. 350 general and 240 specialist bodies have
concluded agreements and more than 4.400 projects have received support (mainly
associations).

Future outlook. One of the prime objectives of the programme is the durability of
projects in three respects: the activities need to be given professional status, to
ensure that unsatisfied needs can be met in the long term, the jobs created with State
support for an emerging activity need to be given professional status, and the young
recruit must be properly trained to ensure he stays in employment after the five years,
possibly in a job other than the one he has held for the five years of the programme.

Durability is the key success factor for this programme, since it must be ensured that
the job and/or the service continues after the initial temporary support provided by the
State.

PILLAR THREE - ADAPTABILITY

The Social Partners’ agreement for employment stability in Spain j

Objectives and content of policy. Spain suffers not only the highest
unemployment rate in EU but also the highest rate of temporary employment,
which since 1992 remains more or less stable at around 1/3 of all wage and

salary workers.

The social partners reached three agreements in 1997 (the “Social Partners
Agreement for Employment Stability”, the “Collective Bargaining Agreement” and
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the “Agreement to fill the gaps in Collective Bargaining”). The aim of these
agreements was to develop a more stable model of industrial relations to
increase firms’ competitiveness, to improve employability and to reduce turnover
and the share of temporary employment. The participation of the social partners
was considered by the government a fundamental requirement for the
effectiveness of the policies adopted. The agreements reached by trade unions
and employers’ organisations were fully adopted by the government’s legislation,
and various incentives were added in order to reinforce their effects:

¢ Incentives to sign new permanent contracts for young (less than 30 years
old) long-term unemployed, older unemployed (older than 45 years old), long-
term unemployed women in occupations where they are under-represented,
disabled workers and temporary workers.

¢ Fiscal incentives to transform temporary and fixed-term contracts into
permanent ones, in order to decrease the number of temporary contracts.

e Tax/benefit incentives to encourage job creation by for those firms using new
permanent contracts. ‘

« New permanent contracts enjoy lower severance pay {in case of unfair
dismissals) than the regular ones: 33 days’ wages per year of seniority with a
maximum of 12 months’ wages as opposed to 45 days’ wages with a
maximum of 42 months.

Monitoring results. Although no evaluation of these agreements and measures
has yet been undertaken, recent monitoring information indicates a substantial
increase in the number of permanent contracts registered at the INEM (the
Spanish PES). From May 1997 to May 1998, there has been almost 1 million
new contracts whilst in the previous same period the number was only 350.000,
thereby raising the proportion of permanent contracts over total new contracts
from 3,8 % to 9,1%, However, the net increase in permanent contracts was of
less than 400 thousand. '

Almost 70% of these contracts have made use of the new incentives, in
particular the conversion from existing temporary contracts to permanent
contracts, and the majority (59%) have benefited young people.

Early assessment. So far, the balance of the reform is positive as far as
employment stability is concerned. In particular, marginalised groups such as
women, young workers and long term unemployed have benefited from new
permanent contracts and the transformation of temporary contracts into
permanent ones. However, no evaluation in terms of the dead-weight and
substitution effects which any wage subsidy policy entails has been carried out.
Also it will have to be assessed to which extent the new contracts will resist the
withdrawal of exemption from social charges after the first two years of
contract, '

Although part of the positive results obtained so far can be attributed to the
general employment expansion in Spain, the use of partnership agreements to
enhance involvement of the Social Partners with a principal focus on
employability has clearly played a positive role. The agreements and the new
incentives have developed mechanisms to improve employability, as shown by
the growing number of beneficiaries of active policies, as well as employment
stability, while contributing to a reduction of labour costs.
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PILLAR FOUR - EQUAL OPPORTUNITIES

An integrated approach to improve women’s access to employment in Austria

Objectives. The reduction of the gender gaps in employment and unemployment
and the erosion of the labour market segregation are the main goals in order to
strengthen the policies for equal opportunities for women and men. To achieve
this aim, an integrated approach to improve women’s situation at the labour
market was developed in Austria, were the gender gap in the employment rate
exceeded 21% in 1997.

Policy mechanisms. This policy strategy includes different measures such as:
¢ skill training, especially for women with few qualifications;

e promotion of self-employment in the form of guidance, counselling, hints for
handling administrative procedures and creation of business plans; a special
fund for financing innovative projects was established;

e wage subsidies for women returning to the labour market;

s foundation-type measures at regional level to help unemployed women to find
a new individual job perspective and to acquire the relevant skills.

e distance learning during parental leave to make the future return easier;

e vocational training for young women in occupations traditionally dominated by
men;

e provision of childcare facilities, including the creation of 18,000 new places in
1999 and cost reimbursement for low income mothers.

These measures are targeted to groups of women with different employment
background conditions . The most important are women who intend to return to
work after a period of absence. Another group is constituted by young school
leavers in need of vocational training. A third group are employees who need to
update qualifications in order to keep their jobs.

Evaluation results. The majority of measures already started years before, but
still play an important role in the Austrian NAP to improve women's access to
work. Most of the instruments being evaluated show good integration results:

e An evaluation of the first labour foundation for women (located at Steyr)
shows that 60% of all women having left this programme in the last 4 years,
got a job.

e The wage subsidy programme for the private sector (Betriebliche
Eingliederungsbeihilfe) has been considered as an appropriate instrument for
women re-entering the labour market. Over 50% of the subsidised women
were still employed 6 months after the subsidy had run out {a higher rate than
for men).

e An outcome analysis of ESF co-financed training measures shows that the
employment rate of former participants is at 57% for women and 52% for
men.

e Child care assistance is an important integration support measure. According
to the results from the ESF objective -3 evaluation, 50% of women who
received child care assistance kept their jobs for a period of 6 months.
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e An evaluation of business start-up schemes for women shows that each new
firm, established in the last 5 years, has created 4.7 jobs in average.

e A special programme for women returners led to a 28% increase of female
participants in training measures since 1996.

In one Land (Lower Austria) the business foundation programme for women,
MINERVA, was implemented successfully. It is a programme to support women
who want to run their own business by offering information, counselling,
seminars. It is intended to expand this programme to the whole of Austria.

A key aspect of the Austrian strategy is the integrated approach, including
vocational guidance and counselling, training and child care assistance. The
whole range of measures is arranged as a ‘pathway to integration’, combining
the acquisition of marketable skills with the provision of facilities responding to
women’s needs.
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Examples of good practice suggested by Member States
Pillar One - Employability

Preventing youth unemployment and long-term unemployment:
Unemployed support plan (B)

Pathway to employment in Wallonia (B)

SAVE programme in Germanophone community(B)

Special youth package (DK)

Job Club scheme {GR)

Breaking barriers employability scheme (l)

Pathfinder employment schemes (l)

Measures to promote employment of young people (Lux)
Individualised placement and training of the unemployed (Lux)
Activation of unskilled young people through labour market support {Fin)
New Deal for 18-24 year olds (UK) .

Shifting from passive to active policies:

Smet jobs (B)

WEP- plus scheme in Flanders(B )

Local Employment Agencies in Wallonia (B )

Co-ordinated social and occupational integration scheme in Brussels{B)
Back to Work Allowance Scheme (Ir) :

Facilitating the transition from school to work

QUAS - Qualifications and work for school-leavers model project (De)
Workshop schools and Linked Work and Training Centres (Es)

New apprenticeship contracts (l)

Foreign languages teaching at primary school (A)

Pre-apprenticeship scheme (A)

Early warning system in secondary schools (A)

Inforjovem - training in information technology for young unemployed (P)

Promoting a partnership for training and lifelong learning:

Pilot programmes for the re-insertion of workers affected by collective dismissal
(Gr)

Manfredonia “area contract” (l)

Pillar Two — Entrepreneurship

Reducing administrative costs and promoting self-employment:
Bridging finance for unemployed moving to self-employment (De)
Support of self-employment (I)

Centres of Formalities for Enterprises (P)

Exploring the job creation potential in new services, the social economy and at
the local level:

“New Jobs/New services” programme (F)

New technologies and innovations programme (F)

Social cooperatives (l)
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Finland's Centres of Expertise Programme (Fin)

Making the tax system more employment-friendly:

Reduction of taxes and social security contributions for low-wage workers (NL)

Pillar Three — Adaptability

Promoting a partnership for reform of the contractual framework:

Reduction and re-organisation of working time (F)

Modernising labour legislation:
Agreement for Employment Stability (Es)
Flexibility and Security Act (NL)

Strengthening training in enterprises:
National Productivity Programme (Fin)

Pillar Four — Equal Opportunities

Tackling gender gaps:
TOTAL E-QUALITY scheme (De)
Minerva — advice for female entrepreneurs (A)

Reconciling family and working life:
Career breaks (B)

Parental leave and childcare (Sw)
Special training projects for fathers (Sw)

Facilitating return into active life:
New Deal for Lone Parents (UK)

Promoting the integration of people with disabilities:

Integrated programme for training, employment and insertion of disabled persons

(P)
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TECHNICAL ANNEX

METHODOLOGY FOR PRODUCING THE DIAMONDS AND CALCULATING THE
SURFACE MEASURES OF OVERALL PERFORMANCE

Transforming The Data

The original data were transformed in order to make the data suitable for use in
the diamond charts. The axes depict performance in relation to reference
standards and the surface areas can be used as a composite indicator of overall
performance. In each case the underlying labour market indicators for the years
1997 and 1992 are transformed into index values with a common scale in which
the highest value (best practice} is always equal to "1" and the lowest value
(worst practice) is equal to "0" {for technical reasons the actual minimum value
is set at 0.1). The index values for the other countries reflect their relative
position in the field between best and worst practice. Thus a higher score is
always indicative of better performance. The reference standards are defined as
the average of the three best performances for each indicator. Therefore, the
country with the best performance will always achieve a score higher than "1",
while the two next best performances will achieve scores close to "1". Worst
practice receives a score of " 0.1," and a score of "0.5 " indicates performance
at the midpoint of the range defined by best and worst practice, i.e. if the lowest
unemployment rate is 5% and the highest 15%, then a country with an
unemployment rate of 10% is scored as "0.5" on the index scale for this
indicator.

It is important to emphasise that the reference standards here, in contrast to
theoretical benchmarks, are always relative to the performance of the other
countries included in the comparison (here 15 EU Member States). Thus each of
the performance index measures compares the performance of an individual
country with the performance of the universe of all other countries included in
the exercisein the reference year. In this report the year 1997 was used for the
purpose of identifying best and worst practice, because our purpose is to assess
performance at the starting point of the Guidelines process.

Measuring overall performance through the SMOP (Surface measure of overall
performance)

The surface area of the polygon formed by the data points on the axes of the
diamond/radar chart is used as a composite indicator for overall performance. On
the basis of the formula for caiculating the surface of the polygon, the maximum
value of a polygon with, for example, four sides and a maximum length of 1 =
2. The maximum size of the surface depends on the number of sides in the
polygon li.e. performance dimensions) but is constant for a polygon with any
given number of axes (2,3,4,5,6 etc.), independent of the empirical indicators
used. For the calculation of the surface measure (SMOP), the following
mathematical formula is used:

SMOP = ((P1*P2)+(P2*P3)+(P3*P4)+{P4*P1)} * sin 90°/2,
or generally:
SMOP = (P1*P2)+(P2*P3)+(P3*P4) + (P4*P5)+ (P5*P6) +.... + (Pn*P1)) * sin

(360/n}/2,
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where P is the data point on the axis of the radar chart.

Standardisation of the data as described above is necessary since the use of
values with different scales to compute the surface area of polygon (SMOP) as a
composite indicator may result in an unequal weighting of the performance
dimensions, if the average values of the measurements for the underlying
indicators diverge significantly.

This surface measure of overall performance (SMOP) however, is subject to all
the limitations and potential problems that beset any index measure, and which
recommend a careful approach to the interpretation of results.

The first problem for SMOP indices - like for the diamond charts -- is the
selection of the performance goals in terms of which labour market
performance is to be assessed . This represents in essence a decision inspired
by a set of a priori assumptions which is a prerequisite of the benchmarking
process in any given political or organisational context,

Second, appropriate indicators for these performance dimensions must be
selected and reference standards defined. The results of diamond charts and
corresponding SMOP rankings may be sensitive to changes in the indicators
used or in the definition of the standards

Third, the results of the exercise are sensitive to the weighting of
performance indicators in calculating the SMOP index. In the analysis
presented in this report all performance indicators are weighted equally. This
approach implicitly assumes that low values in one dimension can be
compensated by high values in another.
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Annex 1
EUROPEAN UNION

Employmentindicators Unemploymentindicators
' empl. rate . unemp. rate

— 1997 — 1997

. - « =-1002 - - =+-1992

Youth
unempl.
ratlo

empl.
growth

empl. long-term
55-64 unempl.

empl gendergap unempl. gender gap

The performance of the EU in terms of employment and unemployment has deteriorated slightly
between 1992 and 1997, mainly as a consequence of the lower rate of employment growth over that
period, as compared with the previous five year period. The only dimensions which seem to have
improved were those related to equal opportunities, as shown by the reduction of both the
employment and the unemployment gender gaps.

UNITED STATES

Employment indicators Unemployment indicators
empl. rate unemp. rate

— 1997 1997

.- = =1092 - == =1992 1,5

empl. empl. long-term ~ Youth
growth 55-64 unempl. unempl.
ratio

empl. gender gap unempl. gender gap

The comparison of the US labour market performance with European reference standards indicates a
good overall position. The US exceeds or comes close to the situation of the best performing EU
Member States in all dimensions except youth unemployment, where the US situation is less favourable
and has worsened since 1992. For all the remaining indicators however, the US situation has clearly
improved over the last five years.
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JAPAN

Employment indicators Unemployment indicators
empl. rate unemp. rate

1997 — 1997

- - = =1092 - == =1992

empl. emp!. long-term Youth
growth 55-64 unempl. unempl.
ratio

empl. gender gap unempl. gender gap

Much of what has been said about the US applies equally to Japan. This country's performance

exceeds or comes close to that of the best performing EU Member States in all indicators, with the

exception of the gender gap in employment. Japan has achieved a high employment rate, basically

thanks to a long retention of aged people in work and low unemployment, but the level of

integration of women in working life is still poor by European standards. The evolution over the last

five years has been less favourable than in the US, particularly as'regards the rate of employment
rowth which has slowed down considerably.
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EU-USA-JAPAN 1997

Employment indicators

empl. rate

empl
55-64

empl. gehder gap

Unemployment indicators

unemp. rate
—_—EU
---=-USA
— = JP
long-term Youth
unempl unempl
ratio

unempl gender gap

For the employment indicators, the performance of the EU is surpassed by that of Japan and the US in all
dimensions except for the participation of women in employment, where Japan lags behind.

For the four unemployment indicators examined, the performance of the EU surpasses that of the United States
only in youth unemployment and that of Japan in no case. In the other dimensions of unemployment examined
{unemployment rate, long-term unemployment, unemployment gender gap) there is a wide performance gap.

EU-USA-JAPAN 1992

Employment indicators

empl. rate
EU
-=-~=-USA J,'\\
—_ —JP

empl.
55-64

empl.
growth

empl. gender gap

Unemployment indicators

unemp. rate
— U
- == =USA :
—_—— JP 1'5‘
long-term Youth
unempl. U”eggé

unempl. gender gap

youth unemployment in relation to the US,

The relative position of the EU vis-a-vis the US and Japan in 1992 was not fundamentally different from that in
1997. The EU performed worse in relation to Japan {employment) and the US {unemployment), as weli as
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BELGIUM

Summary

The Belgian labour market is characterised by persistently high long-term
unemployment and a relatively low employment rate. Labour market policies are
traditionally dominated by income maintenance measures.

The trend towards an active policy, which preceded the NAP has been reinforced by
the implementation of the Luxembourg strategy. The Belgian NAP focuses on the first
two pillars on employability and entrepreneurship.  As far as young people are
concerned, there is a clear tendency to take action at an early stage of unemployment.
There is no decisive reorientation of measures for adults in favour of prevention of
long term unemployment. Adults are not systematically monitored by the employment
services during the first year of unemployment.

Belgium may approach the 20 per cent activation target. In order to reach this target
Belgium is relying heavily on the reinforcement of existing measures. The additional
expenditure required by the NAP is estimated at 1 500 MECU, or 0.7 per cent of
GDP. On balance there is still a good way to go to address the agreed quantified
targets in the Employment Guidelines. As regards entrepreneurship the Belgian
Government intends to support self employment and enterprise development by a
large number of administrative provisions and by lowering social charges on work.

Any assessment of the Belgian NAP must inevitably be made in the context of
Belgium's federal structure. In implementing the guidelines, the Federal authority,
the Regions and the Communities act with full autonomy within their sphere of
competence. As a resull, there is a large number of measures and some differences in
the choice of policies. Good co-ordination is essential, otherwise this institutional
complexity could become a weakness.

The major part of the NAP will be implemented before the end of 1998. The Federal
Government has concluded a general co-operation agreement with the regions and
communities and special co-operation agreements on specific actions to be
implemented jointly.

The social partners play a pivotal role in labour market policies. They have been
involved in the preparations of the NAP. A number of measures foreseen have yet to
be negotiated at the multi-sectoral negotiations this autumn.

With two thirds of the resources for labour market policies spent on income
maintenance measures there is room for a substantial restructuring of expenditure in
Jfavour of more active policies. The Commission and the Belgian Government are in
agreement that the 1999 National Action Plan will address fully the quantified targets
on activation and prevention.
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1. The employment situation

The employment rate in Belgium remains lower than the Community average, and
unemployment is 1%z per cent below the European average. Long term unemployment
is higher than the European average.

GDP increased by 2.7 per cent in 1997 and is expected to increase almost at the same
pace in 1998 as a result of a more favourable domestic demand situation.

Total employment has been increasing slightly since 1992 and the employment rate
improved to 57.3 per cent in 1997. The growth in employment is higher for women
than for men, in part due to the increase in part time employment.

The Belgian rate of unemployment increased up to 1994 and has been falling since
then. However, in 1997 it was still higher than its 1992 level, 9.2 per cent compared
to 7.3 per cent. The figures for the beginning of 1998 confirm a continued drop in the
unemployment rate. Women’s unemployment rate is still higher than men’s, 11.9 per
cent compared with 7.2 per cent. There has been a general fall in the rate of
unemployment among young people, except in 1997, when the rate rose slightly.
Long term unemployment has been falling slightly since 1995, but is still higher than
the EU average, 58.7 per cent compared to 48.6 per cent.

The labour market policies arc dominated by income maintenance measures, one third
of public labour market expenditures (4.2 per cent of GDP) are allocated to active
measures.

Employment indicators Unemployment indicators
empl. rate unemp. rate
1997 —— 1997
- - = =1992 1 -« « »1992

empl. long-term

empl.
* 55-64 unempl.

growth

empl. gender gap unempl. gender gap

Belgium is characterised by persistently high long-term unemployment and a relatively low employment rate,
Despite
the relatively favourable situation of youth, unemployment tended to deteriorate over the five-year span, which

reflecting poor levels of participation of women and particularly older persons in the labour market.

can be partly explained by the slowing down of overall employment growth during this period.

Youth

unempl,

ratio
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2. The NAP

The Belgian NAP covers the first two pillars in greater depth. With regard to
Employability, the Belgian NAP adopts a range of active policies for example
training, guidance, recruitment subsidies, sandwich courses, etc. The trend towards an
active policy, which preceded the NAP, has been reinforced and is in keeping with
what was adopted at the Luxembourg Summit

The Belgian authorities intend to support self employment and enterprise development
by a large number of administrative provisions (social identity cards, start up loans,
etc.) to lower the social charges on work and to increase the efforts devoted to
continuous training, in order to bring them in line with existing policies in
neighbouring countries, this will foster Entrepreneurship.

As far as Adaptability is concerned, the aim will be to introduce a more flexible work
organisation, and to improve the contract status for part time workers.

Access to training is considered the best tool to fight against inequalities and to foster
equal opportunities. It is foreseen to reinforce the provision of childcare facilities and
services for elderly people.

It is difficult to reach a conclusive judgement concerning the respect of European
quantified targets set for the prevention of youth and adult long term unemployment,
but on balance it appears that there is still a good way to go. Nevertheless, as far as
young unemployed people are concerned, there is a clear tendency to take action at an
earlier stage of unemployment. Measures for unemployed adults arc to a larger extent
obligatory after twelve months of unemployment, however the unemployed can avail
of these measures before that.

With its recruitment advantage scheme, progression-to-work programme and the
activation of social security benefits, the Belgian NAP is on the whole targeted more
at reducing the stock of unemployment rather than seeking measures to stem the flow
of people as they become unemployed. It is presumed that the number of new
additions will decline as a result of the upturn in the economy, recruitment subsidies
and reductions in the social charges for employed labour.

Belgium may be expected to approach the 20% activation target. In order to reach
this, Belgium is relying heavily on the reinforcement of certain existing measures,
(e.g. progression-to-work programmes, etc.) and is supplementing existing policy with
some new measures.

3. The implementation

The major part of the employment plan will be implemented between now and the end
of 1998. Several draft laws and decrees have already been approved by the various
competent authorities since it was presented; others are before the respective
Parliaments and should follow this Autumn.

Measures taken by the federal authority in this context concern, inter alia, career
breaks, the creation of local commercial service sector jobs ("Smet jobs"),
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simplification of the young person traineeship, Local Employment Development
Agencies (ALE-PWA) employment contracts.

The extension of work experience projects (WEP-plus) scheme and the new financing
tool for innovative training arc just a few examples of new developments in Flanders.
In Wallonia the expansion of the concept of pathways to employment and the
Program for Professional Transition, illustrate measures which comply fully with the
active labour market strategy.

For the purposes of implementing the NAP, the Federal Ministry has concluded a
general co-operation agrcement with the Regions and the Communities and special
co-operation agreements on specific actions to be implemented jointly (e.g. setting up
of the new young people's support plan).

This autumn the social partners are being consulted with a view to apply and to update
the law on wage policies, employers' costs and working hours.

An ad hoc working party comprising the various governments has been set up at
Belgian Federal level. In addition, specific initiatives have been taken with Regional
authorities to ensure that the impact of the guidelines is monitored.

The additional expenditure required by the NAP is estimated at 1 500 MECU.

4. Contribution from the social partners

There is an evident willingness on the part of the social partners to be involved in the
NAP's implementation. Some measures in which they are involved have of course yet
to be negotiated in the next few months. The establishment of a timetable (as yet
incomplete) shows their willingness to actively participate, and in addition, they will
contribute around 500 MECU in the framework of their training agreement. A
number of the measures foreseen have yet to be negotiated at the multi-sectoral
negotiations this autumn,

5. The role played by the Structural Funds

In the case of on-going programs, the eligibility criteria applicable to the unemployed
in respect of measures supported by the ESF in Belgium under structural objectives 1
and 3 will be extended to facilitate a more preventive approach.

The institutional structure leads to a large number of programmes cofinanced by the
ESF. This makes an overall co-ordinated approach extremely difficult.

The ESF is providing assistance to all the pillars. However, in financial terms, efforts
are concentrated on Employability. All measures supported by the ESF in 1998,
which may be considered to fall within the sphere of the NAP are estimated to amount
to ESF assistance of approximately 150 MECU.
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Annual data

EuU

Employment Indicators 1997 1996 1992 | 1997
Total Employment Rate o7,3 00,6 00,8 o0,
Men o/,5] ©/,3] 68,8 /0,
Wwomen 47,0] 458] 448 50,
Total Employment Rate (Full-time equivalent 53,81 53,3 544 555
Men o7, 1] 67,0 69,/ 68,7
Women 40,9 39,7 39,3 42,5
nemployment Indicators
‘1 otal Unemployment Rate 9,2 9,/ 7,3 10,
Men 7,2 7,6 53 9,
women 171,91 12,71 10,2 12,
Youth Unemployment Ratio 6.8 o,/ 4.8 98
Men 6,1 6,1 42 99
women 7,5 7,3 5,4 96
Long-Term Unemployment Rate 5,4 5,8 4,0 9,2
Men 472 4.4 2,7 4.5
Women VA 7,6 5,8 0,2
Gro rates
Employment-Related Economic Indicators 1997 1996 992-97 1997
‘Total Employment Growth 1,241 -0,05} 0,305 O,
Real GDP Growth 2,7 1,9 1,4 2,
LCabour Productivity Growth 2,4 1,4 1,7 2,
Real Unit Labour Losts -0,0 -1,0 -0,7 -0,9

Source: Eurostat
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DENMARK .
Summary

The Danish labour market is caracterised by high and growing employment and by an
impressive reduction of unemployment over the last few years. The measures
included in the NAP represent, largely, a continuation of present policies, as
prevention and activation are already the central priority in the Danish labour market
policy. Clear targets for the prevention of youth unemployment and long-term
unemployment have been set; all unemployed young persons should by 2000 —at the
latest — be offered an individual action plan and start on education/training or a job
before 6 months unemployment. Similarly, reaching the target of 12 months for the
unemployed adults has been set at 2001. The activation rate is about 25%.

Denmark is making considerable efforts to support enterprises and has now set clear
targets for reducing the overall tax burden, especially on low-paid work. The
modernisation of work organisation is largely viewed as the domain of the social
partners who in fact have. committed themselves to finding a balance between
Sflexibility and security in the work organisation.

As to equal opportunities, the public employment services regularly monitor
development on the regional labour markets, including initiatives to strengthen the
Jramework conditions for female entrepreneurs. Furthermore, progress is being made
in promoting entrepreneurial culture within the educational system.

Decentralisation and partnership are cornerstones in the implementation of the
Danish labour market policy. This means that the implementation takes place at the
regional or local level and is carried out by national, regional and local actors. The
social partners are strongly involved in the implementation of the NAP at all levels.

Furthermore, the Danish Government has launched an important debate on the
encouragement of employees to stay longer in working life by improving their labour
market position and on the eventual reduction of the number of persons on transfer
incomes by a further 150000 persons from the present 900000,

1. The employment situation

Denmark enjoyed the highest employment rate in the Community in 1997, following a
sustained growth in recent years. Unemployment was almost halved between 1993
and 1997 and is now one of the lowest in the EU. Long-term unemployment is also
one of the lowest in the Community.

In 1997 GDP growth in Denmark was 2.9 %, confirming consistent growth rates well
above the EU average since 1992. This growth is expected to continue in 1998.

Since 1994 there has been strong growth in employment. Employment has grown by
2,6 % in 1997 and preliminary figures show continued growth in the first quarter of
1998. The employment rate continues to improve and has risen from 75.8 % in 1992
to 77.5 % in 1997 (the highest in the EU). The employment rate for men in 1997 was
83.9% and for women 71.1%.
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Unemployment in Denmark has been dropping steadily from 10.1 % in 1993 to 5.5 %
in 1997 (one of the lowest in the EU). The fall in unemployment has continued
during the first six months of 1998. The strong fall in unemployment has been shared
equally by men and women, however female unemployment stood at 6.6 % in 1997 as
opposed to 4.6 % for men.

Long-term unemployment has been reduced substantially between 1993 and 1997
(from 2.4 % to 1.5%). The general fall in unemployment has also been reflected in the
youth unemployment between 1992 (8.9%) and 1997 (6.0 %).

Total expenditure in labour market policies was 5.8 % of GDP in 1997, the highest
level of EU countries. However, just under one third (31%) of labour market
expenditure are directed to active measures.

Employment indicators Unemployment indicators
empl rate unemp rate
— 1997 | — 1997 _
- - - 1992 ' -« - =1992 1

empl empl long-term Youth
growth 55-64  unempl unempl
ratio

empl gender gap . unempl gender gap

Denmark displays a very healthy labour market situation, with a prominent position among the three best EU
performers in terms of employment (overall rate, participation of older persons and gender gap) as well as
long-term unemployment. The labour market, spurred by faster job creation, improved between 1992 and 1997
for all indicators except the unemployment gender gap. This has been due to a marked improvement in

unemployment from which men profited more than women.

2. The NAP

The NAP reflects the present trends in Danish labour market policy and the
development goals and measures described in the government paper “Denmark by
year 2005”. The preventive and activating policy approach is already the central
priority in the Danish labour market policy.

On entrepreneurship, Denmark is characterised by a widespread effort in the
advancement of the concept of enterprise and has set clear targets for reducing the
overall tax burden especially on low-paid work. Denmark has also set targets to
promote the development of sustainable enterprises which can foster employment.
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Concerning adaptability, the modernisation of work organisation is largely viewed as
the domain of the social partners and several initiatives are addressed in this field.
Also “social chapters” arc being introduced in collective agreements. Other measures
include job rotation schemes, ongoing upgrading of skills and lifelong lcarning.

On equal opportunities, according to the Danish Equal Treatment Act, employers
must treat men and women equally in terms of wages, carcer opportunities etc. In
order to identify further potential gains in an equal opportunitics perspective, the
public employment services regularly monitor developments on the regional labour
markets.

The active measures include primarily education/training, enterprisc allowance
schemes, job training and the so-called pool jobs (jobs on special terms). All
unemployed young persons should by year 2000 —at the latest- be offered an
individual action plan and start on education/training or a job before 6 months
unemployment. For the unemployed adults the target has been set to complete
implementation over a phase-in period of two years.

3. The implementation

The Government introduced in June 1998 adjustments in the tax system. The tax
adjustments will, among other things, increase the incentive to work for low-income
groups. Morcover, proposals for the third phase of the labour market reform are
expected to be tabled in October. In Spring, collective bargaining rounds took place in
the majority of the private scctor.

On employability, the time lag before an activation offer is made to both unemployed
young persons and unemployed adults have been shortened. Moreover the Danish
government will this Autumn initiate negotiations about earlier activation of the
remaining group of young unemployed persons who arc not yet covered by the
scheme of right and duty to activation before 6 months unemployment. Likewise,
negotiations will start with a view to activate all unemployed adults before 12 months
unemployment; the implementation will probably start in 1999 with an expected
phase-in period of 2 ycars. Also the activation rate of about 25% is estimated to
increase due to the bringing forward of activation offers.

Concerning the transition from school to work, the Government will present proposals
in 1998 for a new system of credit transfer between the different strands of youth
education, as well as a structural reform of the technical vocational education
programmes. In October 1998 a Bill on establishing a common evaluation institution
for the entire educational system will be tabled. Finally, with effect from 1999, the
Government will change the system for admission to higher education. Initiatives to
advance young persons' start of their studies will reduce the total time spent in the
educational system and this will increase labour supply and employment.

As regards entreprencurship, progress has been made in various fields e.g. under the
programme to promote cntreprencurial culture within the educational system, the new
concept for business service modules and on the target of a strong reduction in
administrative burdens for enterprises over the next three years.

On adaptability, in a joint statement the LO (the Confederation of Danish Trade
Unions) and the DA (the Danish Employers’ Confederation) are committed to
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achieving a balance between flexibility and security in work organisation. This
process continued in the collective agreements in 1998 in a number of fields.

With regard to equal opportilnitics, the gender aspect is mainstreamed. Several
initiatives have been taken including a project to develop industrial policy initiatives
to strengthen the framework conditions for female entrepreneurs.

The _monitoring systems involved for the various guidelines are mainly based on
indicators and methods already being implemented and in few cases the indicators are
in the process of being developed. The focus on monitoring has been strengthened,
which is evidenced by the plans for an evaluation institution for the entire educational
system.

The public expenditurc on labour market programmes is given as an overall frame of
reference for the implementation of thc NAP. Apart from these figures, little
additional information is provided on the allocation of financial resources across the
different pillars and guidelines, only in a limited number of cases funds are attributed
to specific policy measures. The Danish government did not present figures for the
coming year, as the proposal for the Finance Act for 1999 had not yet been presented
by the time of the delivery of the implementation report.

4. Contribution from the social partners

The social partners are strongly involved in the organisation and implementation of
regional labour market policies through their representation in the regional labour
market councils (tripartite bodies composed of representatives of the social partners
and the regional and local authoritics). Morecover the social partners participate in
preparation of education/training programmes. The social partners in the shape of the
LO and the DA have prepared a joint contribution (included in the report) describing
their efforts in implementing the adaptability and equal opportunities pillars. The
social partners are also involved in the implementation of the two other pillars and the
roles of the partnership are described under the various guidelines.

5. The role played by the Structural Funds

The ESF contributes to the Danish active labour market policy. Measures where the
ESF assists include the development of new models for vocational training, such as
Job rotation schemes. Also the ESF supports new methods for reintegrating into the
labour market those groups who do not benefit sufficiently from the measures offered
in the framework of the Danish activation legislation. Furthermore, the ESF supports
the use of additional resources in the effort to reintegrate persons who are
experiencing difficulties in accessing the labour market. The ESF contributes about
2% of the spending for active labour market measures.
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Annual dafa EU
Employment Indicators 1997 . 1996 1992 1997
l'otal Employment Rate 7,9l 79,4 19,8 oU,o
Men 83,9] 814] 814 70,5
Women 71,11 69,3] 70,0 50,5
Total Employment Rate (Full-me equivalenty 68,1 67,0] 67,0 29,0
Men 76,9 76, 4] 7498 08,7
vvomen SENAES) 09,0 42,0
Unemployment Indicators
otal Unemployment Kate 0,0 0,8 9,2 10,7
Men 4.0 55 83 973
Women ©,6 8,3 10,2 12,4
Youth Unempfoyment Ratio 6,0 7,8 8,9 9,8
Men 9,1 0,9 8,9 899
Women 7,0 8,8 8,9 9.6
Long-Term Unemployment Rate 1,0 1,8 24 5,2
Men 1.2 16 2,1 45
vvomen 1,8 2,70 2,6 o,Z
Growlh rates EU
Employment-Related Economic Indicators 1997 1996 992-971° 1997
otal Employment Growth 2,00 1,34 U,/ 0,03
Real GDP Growth 29 2,5 206 2,0
Labour Productivity Growth 0,7 1.4 1,9 2,2
Real Unit Labour Costs U,0 -0,3 -0,0 -0,9

Source: Eurostat
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GERMANY

Summary

The key weakness in the German labour market has been the very poor job creation
over the last five years. The German employment policy mix has focused on a reliance
on improving the overall economic conditions: the government's role is to create an
enabling environment for businesses by regulatory reforms and by reducing
administrative and financial burdens. Active labour market policies underpin these
efforts notably by supply side measures, especially in the field of training. The Public
Employment Service has traditionally been a strong labour market actor, and this
position is being strengthened further.

The German NAP focuses on the first pillar. The priority is to keep youth
unemployment low by developing further the dual apprenticeship system and action
Jor disadvantaged youth, and by reducing the number of school drop-outs. The whole
range of active labour market measures, notably further training, wage subsidies and
public employment schemes, is available to address adult long-term unemployment. A
compulsory consultation with the unemployed at the employment offices takes place
within six months. However quantified targets and timeframes to prevent long-term
unemployment among youth and adults in accordance with the.guidelines have not
been set.

“Mainstreaming” of equal opportunitics between men and women in various policy
areas has been announced. In particular, active labour market measures are made
available to women in proportion to their share in unemployment, in order to promote
their position in the labour market.

The NAP priorities have been discussed with the social partners and led to certain
common positions. The social partners have been involved notably with combatting
youth unemployment. They are the main actors in the negotiations for more flexible
working time patterns and the development of in-house training.

The Ldnder, whose labour market policy is in some cases strongly assisted by the
European Social Fund,, have been only marginally involved in the NAP process.

Overall, the NAP is a continuation of existing, and recently reformed policies and
does not yet constitute a strategic and coherent instrument commensurate with the
scale of the German unemployment problem and the striking imbalances between
Eastern and Western linder.  The revision of the NAP will provide the new
government with an opportunity to restructure labour market policy expenditure, now
characterised by a high rate of passive measures, and set clear targets in compliance
with the Employment Guidelines..
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1. The employment situation

The employment rate has been decreasing continuously in recent years, but is still
above the EU average. Overall unemployment and long-term unemployment rates
increased considerably since 1992, even if they continue to be somewhat below the
EU average.

In 1997 real GDP growth accelerated to 2.2% after a modest average improvement
since 1992 (1.4%). Negative employment growth since 1992 continued in 1997 (-
1.56%).

In 1997, the labour market was characterised by an increase in the unemployment rate
(8.9 to 10.0%) and a further decline in the employment rate (from 62.5% in 1996 to
61.8%), in both cases less so for women than for men. National figures show some
recent improvements with regard to employment and unemployment. However, large
imbalances persist in the unemployment rates between the Western Lénder (9.8%)
and the Eastern Ldnder (18.1%). Over 1996 and 1997, both long-term unemployment
and the unemployment ratio of young people continued to increase for men and
women (less so for women than for men), even if the latter (5.3%) is well below the
EU average (9.8%).

Total expenditure on public labour market policy reached 3.96% of GDP in 1996,
1.45% covered active measures. In 1997 the respective percentages showed a decline
to 3.79% and 1.25% . For 1998 an increase is foreseen, reflecting the priority given to
active measures by the new Labour Promotion Act.

Employment indicators Unemployment indicators
empl. rate unemp. rate

—— 1997 ——me 1997

- == =1992 1 - -« 21992

empl. long-term
55-64 unempl.

empl.
growth

empl. gender gap unempl. gender gap

unemployment, which can be explained by its traditional reliance on the dual educational system.

Youth
unempl.
ratio

The key weakness in the German labour market has been the very poor job creation over the last five years.
This development is behind the clear deterioration of the German position in all performance indicators
with the exception of those related with the gender gaps. The situation of long-term unemployment is
particularly worrying. Germany retains one of the best positions in the EU context as regards youth
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2. The NAP

The focus of the German NAP is the creation of favourable overall economic
conditions, more particularly alleviating businesses of certain constraints and costs in
order to increcase investment and growth and thereby employment. The
implementation of individual guidelines has to be seen in this context.

The employability pillar is the centrepiece of the NAP. The reform of the Labour
Promotion Act, fully applicable as from 1998, is the most important political
development in this respect. It seeks to strike an acceptable balance between
preventive measures and the trcatment of the substantial stock of adult long-term
unemployed. The further development of the dual system of apprenticeship, the
reduction of the number of school drop-outs and carcer-enhancing life-long learning
are other priorities.

Measures to develop entreprencurship range from reducing costs and administrative
burdens for Small and Medium size enterprises, including the relaxation of dismissal
protection for small and medium-sized enterprises and of certain other labour law
provisions, to the enhancement of financial incentives for business start-ups and in the
« social economy ». The abolition of taxes on wealth and business capital aimed at
contributing to improving investments. A further reduction of the tax burden for
individuals and enterprises is likely to be decided by the new Parliament.

To improve adaptability is, within certain legal constraints, largely seen as a task for
both sides of industry, in certain cases supported by public financial incentives. In
particular, social partners and enterpriscs are in the process of implementing new
working time patterns and fostering in-house training.

Measures in favour of equal opportunitics between men and women are being
« mainstreamed » in some policy arcas. FFor example, the employment agencies have
the obligation to take into account the equality issue in all measures and active labour
market policy action is geared to promote the position of women in proportion to their
share in unemployment. New programmes are being developed for improving the
integration of people with disabilities.

Action with regard to the three European targets can be summarised as follows :

The comparatively low overall rate of youth unemployment is largely attributed to the
performance of the dual apprenticeship system. However, the emergence of long-term
unemployment among youth ( about 25% of the total) is strongly corrclated with a
failure to complete initial training. Therefore, increased efforts in respect of the
apprenticeship scheme combined with complementing action by the Federal Labour
Office and the Léinder, as well as the social partners is expected to further prevent
unemployment among young people and to develop the necessary occupational skills.
The National Development Plan for Initial Vocational Training foresees, i.a., an
increase in apprenticeship places in the Eastern Lénder.

The prevention of adult long-term unemployment is mainly supported by a policy to
implement, as soon as unemployment occurs, a whole range of Active Labour Market
measures, notably further training, public employment schemes (often including
elements of training/work experience) and the obligatory consultation with the
unemployed within six months to establish tailor-made steps to avert long-term
unemployment. Major efforts also arc undertaken to combat the stock of the long-
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term unemployed, notably by way of public employment schemes and the national
programme to support the recruitment long-term unemployed by wage subsidies, and,
recently, by reintegration contracts and specific training measures.

Within this overall context, direct quantitative targets and time-frames to prevent
long-term unemployment among youth and adults in the sense of the respective
guidelines have not been set.

In 1997, 31.5 persons per 100 registered unemployed took part in training or other
active measures. Details are given as to the types of measures, numbers of persons in
1997 and financial expenditure for 1997 and 1998.

3. Implementation

Many actions rcflecting the spirit of the guidelines are being implemented by
combined efforts of key labour market policy actors. Co-operation between the
Federal Labour Office and bodies responsible for social assistance is being intensified.
NGOs continue to play a large role as providers of training and employment measures
for the unemployed. The regional authoritics (Léinder) play an important role in the
management and development of active labour market policies, as well as the social
partners, who are represented in the board of the Federal Labour Office.

The situation of the German labour market is monitored and assessed by a number of
research bodies. . In 1999 the Federal Labour Office will seck to improve indicators
relevant to the Luxembourg process.

The implementation of the employability pillar is carried out in the existing
frameworks. Within the recently-started process to decentralise decision-making for
active measures means, local employment agencies are responsible for spending -
within the range of eligible measures and including a dotation of up to 10% for
innovative action - according to local requirements. One interesting innovation is a
pilot project concerning qualifications and work for disadvantaged school-leavers
which is now being extended with geographically the assistance of ESF resources.

In the framework of the entreprencurship pillar, the impact of recently-taken measures
is being assessed, notably action to support the start-up of enterprises and the system
of benefits for the unemployed to set up businesses.

Action concerning the adaptability pillar continues to consist mainly of a variety of
agreements by the social partners, increased efforts by employers to improve the skill
composition of the workforce, and measures to develop continuing training and career
enhancement.

4. Contribution from the Social Partners

Collective agreements on wage moderation and working time arrangements have
contributed to a decrease in unit labour costs, greater adaptability and employment
stability. The social partners are strongly involved in mobilising the enterprise sector
to make training places available, reducing the number of school drop-outs,
developing apprenticeship training, (re-)integrating disadvantaged groups and
enhancing continuing training.
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5. The role played by the Structural Funds
A total of 7.542 billion ECU is available for Germany from the European Social Fund

over the period 1994-1999.

While representing a small proportion of the overall effort for active labour market
policies, the European Social Fund is especially an important partner at Léinder level

and frequently supports innovative action.

Annual data EU

Employment Indicators 1997 1996 1992 | 1997
Total Employment Rate 61,8| 62,5 659] 60,5
Men 69,8 71,0 76,2 70,5
Women 53,6/ 53,9] 554] 50,5
Total Employment Rate (Full-time equivalent)| 57,9| 58,7] 62,01 55,5
Men 70,61 71,7 76,4] 68,7
Women 452 45,8| 47.,6] 42,64

Unamployment Indicators ! )
Total Unemployment Rate 10,0 8,9 6,6 10,7
Men 9,3 8,2 52 9,3
wWomen 10,8 9,8 8,5 12,4
Youth Unemployment Ratio 5,3 4.9 3.5 9,8
Men 6,4 56 3,3 9,9
Women 4,2 4.1 3,7 9,6
Long-Term Unemployment Rate 4,9 4,2 2.1 5,2
Men 4,3 3,6 1,8 4,5
women 56 4,9 2,5 6,2

Growth rates T EU

Employment-Related Economic Indicators 1997 1996 992-97 1997
-1 Total Employment Growth -1,66] -1,14] -1,09] 0,53
Real GDP Growth 2,2 1,3 1,4 2,6
Labour Productivity Growth 3,6 2,6 2,5 2,2
Real Unit Labour Costs -2,4 -1,1 -1,3 -0,9
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GREECE

Summary

The Greek labour market is characterised by a low employment level and increasing
unemployment. More than half of the unemployed are long term unemployed. Despite
the efforts made and the existence of numerous measures and programmes, the Greek
does not contain a sufficiently articulated employment strategy.

The intentions expressed in the NAP reflect a willingness to address the key
employment problems of the country and a particular effort has been made for young
people. However, structures and mechanisms, including adequate human resources,
for the development and implementation of an effective and integrated employment
strategy need to be strengthened. A general undertaking to comply with the
prevention of youth and adult long-term unemployment guidelines is contained in the
implementation report but only partial targets have been specified for the year 2000.

The implementation report shows some improvement in the coverage of the
Guidelines, in particular as regards the entreprencurship and adaptability pillars.

The resources allocated to labour market policies are small income maintenance
measures continue to receive almost two thirds of overall resource.and the NAP does
not introduce real changeA new law on labour relations, recently adopted by the
Parliament, will enhance significantly labour market flexibility. This is an important
element in the major effort undertaken by the Greek government to modernise the
country’s economy

In the discussions with the Commission, the Greek Government has agreed to better
comply in the next NAP with the preventive approach in labour market policies, in
order to avoid a further inflow into long-term unemployment. There is also agreement
to develop a more comprehensive employment strategy and improve the
implementation arrangements in the 1999 NAP.

1. The employment situation

The unemployment rate in Greece, although lower than the EU average, has been
continuously rising through the 1990s. Long-term unemployment has been increasing
in recent years and is currently in line with the EU average.-

GDP has grown at the same pace as the EU average over the period 1992-1997,
accelerating significantly in 1996 and 1997 (2.6% and 3.5% respectively). This trend
is expected to continue in 1998.

Despite good economic performance, the employment growth rate slightly decreased
in 1997 after a steady average annual increase over the period 1992-1997. The
employment rate (56.7%) is lower than the EU average (60.5%). Employment was
significantly lower for women (40.1%) than for men (74.8%) and even if slightly
increasing in the last five ycars, female employment rate ranks among the lowest in
the EU. '
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While still below the EU average, the unemployment rate rose from 7.9% to 9.6%
between 1992 and 1997, due mainly to the increase of female participation in the
labour force, and the restructuring of the primary sector. The unemployment rate is
significantly higher for women (14,9%) than for men (6,2%). Unemployment among
young people has risen from 9.5% in 1992 to 11% in 1997 (EU average: 9.8%), while
the share of this age group in total unemployment has fallen from 44.1% in 1991 to
36.7% in 1997, due mainly to the rise of enrolment of youngsters to education and
training schemes. Long-term unemployment rose from 3.9% in 1992 to 5.3% in 1997
and is at the same level as the EU average. It represents more than half of the total
unemployment rate.

Public expenditure for labour market policies as a percentage of GDP was 0.71% in
1996 and labour market policies are dominated by income maintenance programmes
(0.45%).

Employment indicators Unemployment indicators
empl. rate unemp. rate

—— 1997 1997

-~ = =10992 -« - ~1992

1

0.5

empl. empl. long-term . Youth
growth 55-64 unempl. unemel.
ratio

emp!l. gender gap unempl. gender gap

Starting from a very problematic position in 1992, Greece shows some improvement in all employment-
related indicators in 1997. However, a relatively fast employment creation has not been sufficient to
reverse the trend towards deteriorating unemployment conditions in all dimensions considered, partly due
to a strong increase in active population (inflow of immigrant workers). Greece continues to display
worryingly high levels of gender inequality in the labour market.

2. The NAP

The Greek NAP concentrates mainly on employability measures. In addition, legal
arrangements adopted in 1998 (i.c. law on labour relations law on vocationel training,
regional development law) are expected to promote interventions in the area of
entrepreneurship and adaptability.

Particular emphasis has been put on developing measures destined to promote the
employability of unemployed young people and adults.

The NAP contains a general undertaking to reduce the inflow into long-term
unemployment but lays down only intermediate targets both for youth and adults.
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The programme “Young into Active Life” targets young beneficiaries before they reach
six months in unemployment; up to 200.000 persons arc expected to be covered by
2000. The measures aimed at supporting unemployed adults continue to focus on the
stock of long-term unemployed, although the intention is stated to give priority to
those within the first year of unemployment and a target is set for the year 2000 (60
000 adults).

The NAP undertakes to reach the activation target progressively by the year 2000.

Despite the commitment explicitly expressed to move towards a more activating and
preventive approach, only some of the measures proposed give substance to that
commitment. Due to the absence, so far, of an appropriate system that would identify,
report and monitor the flows into and out of unemployment, most of the measures
tend to focus mainly on the stocks of the unemployed.

For the majority of measures, an indication regarding the implementation timetable is
provided. As to the financial, staff and technical resources, information is provided
mainly as far as employability and equal opportunities measures are concerned.

3. The implementation

The action undertaken so far pertains mainly to three initiatives designed to address
for the first time the flows into and out of unemployment and facilitate the
implementation of measurcs aimed at improving the employability of young and adult
unemployed. This is a first positive move towards a more preventive approach.

A new statistical system for monitoring the flows into and out of unemployment on an
individual basis is being sct up and first figures will be available by the end of 1998.
The adopted individualised approach will make it possible to offer tailor-made
combinations of measures ranging from vocational guidance to training and work
experience. The system of employment cards has been put in place in Spring 1998, In
addition, an obligation is introduced for all unemployed persons to be registered at the
public employment services, as a prerequisite for their participation in any labour
market programme. However,there is insufficient detail concerning the start-up of
these initiatives or their current implementation phase. The effective operation of the
new statistical system is closely rclated to the completion and operation of the public
employment service’s Integrated Computerised System. Information regarding its
progress and completion is not available.

A new law on labour relations has been recently adopted by the Parliament as part of a
major effort to modernisc the cconomy. The law enhances labour market flexibility by
introducing new types of work contracts (e.g. tele-working, part-time work), flexible
working hours and by setting up private employment offices in certain sectors.
Furthermore, a new regional development law has been adopted, boosting indirectly
entreprencurship (e.g. tax rebates to promote investments in certain arcas, preferential
treatment of investments promoting employment). Moreover, new institutional
arrangements concerning upper sccondary technical education have been adopted by
the Parliament.

Various Ministries, Public Agencics, Local Authoritiecs and Social Partners arc
involved in the implementation of the NAP. However, clear information is provided
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only on the involvement of the social partners in financing certain training
programmes for the employed and the unemployed.

A Monitoring Contmittee under the supervision of a special Ministerial Committee
has been set up in order to follow-up the NAP implementation, comprising
representatives of Ministries, relevant bodies and the social partners.

4. Contribution from the social partners

The active participation of the social partners in the implementation of a number of
training and work experience programmes reflects their willingness to pursue the
attainment of the objectives of, at least, the employability measures. As to work
organisation and working time arrangements, differences and disagreement between
the social partners and the government still persist.

5. The role of the structural funds

The European Social Fund acts as a driving force for the development and
implementation of national labour market policies and measures. The Greek NAP
relies heavily on financial support from the ESF, which provides 2.750 MECU for the
period 1994-1999. A large number of the NAP employability measures are co-
financed by the European Social Fund.

Annual data t0
Employment indicators 1997 1996 1992 1997
I'otal Employment Rate oo,/ 96,9 55,4 o0,5
ven 748 7541 7439 — 70,5
~— Women — 40,1 38,71 372 50,5
Total Employment Rate (Full-time equivalent 54 3] 54,6] 53,7 09,9
Men 7231 732 734 08,7
vwomen 37,6 37,4 39,3 42,0
Unemployment Indicators
'otal Unemployment Rate 3,0 9,0 7,9 10,7
Men 6,2 o,T 5,0 9,3
Women 1497 15,2 130 12,4
Youth Unemployment Ratio 11,00 11,5 9,0 9,8
Men 8,6 8,0 7,4 9,4
women 132 14,7 11,3 9.6
Long-Term Unemployment Rate 53 0.4 3,9 5,
Men 2.8 2,8 1,9 4.5
vwomen 9,2 9,6 7,3 bl
Growlh rates EU
Employment-Related Economic Indicators 1997 1996 992-91 1997
otal Employment (Growth -0,3Y9 1,23 0,92 0,03
Real GDP Growth 3,5 2,6 16 2,6
Labour Productivity Growth 3,0 1,4 0,5 2,2
Real Unit Labour Costs 0,7 1,8 0,7 -0,9
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SPAIN

Summary

The NAP is well structured and addresses the main problems of the Spanish labour
market. However, Spain has the most difficult starting point of all Member States.
Besides high rates of youth, long term and female unemployment, the Spanish labour
market suffers from a high rate of temporality, a low rate of part-time working and a
low rate of female participation in the labour market. The main challenge for Spain is
to implement a comprehensive policy addressing at the same time all these problems.

The NAP represents a significant move towards activation and prevention. The
Spanish authorities have committed themselves very strongly to achieve the targets set
in the three European guidelines within the first year of implementation. To
implement the preventive approach, the NAP includes actions leading to an early
identification of individual needs. In this sense intensive placement and counselling is
Jforeseen.” Appropriate resources for employability measures as well as monitoring
and coordination of action by different actors, is to be ensured. The present level of
passive expenditures gives further room for activation of labour market policies.

The Luxembourg process has relaunched the employment debate in Spain. Social
partners, as well as regional authorities, have been consulted actively on the
elaboration of the NAP. Three negotiation structures have been created with the
social partners to continue discussion on the issues of part-time work, incentives to
employment creation and active/passive policies.

The implementation of the NAP is linked to a new approach in the management of
active employment policies in which collaboration with regional and local authorities
and social dialogue plays an important role. The new model, which should improve
the efficiency of the implementation of active policies, means a major change in the
management of labour market policies. Achieving a coordinated set up of this new
model constitutes an important challenge for the near future.

1. The employment situation

Although the employment situation has shown a favourable trend during the last
years, Spain still suffers from the highest unemployment rate and the lowest
employment rate among the LEU countries. Youth, long-term and female
unemployment are higher than the European average.

Real GDP has grown by 2.3 % in 1996 and 3.4 % in 1997. This trend is expected to be
confirmed in 1998.

Employment has grown by 2.9% in 1996 and 3% in 1997, well above the European
average. According to recent national year-on-year data (second quarter of 1998), the
employment growth showed an increase of 454.200 new jobs (3.6%). '

The unemployment rate has fallen from 22.2% in 1996, to 20.8% in 1997 and 18.9%
in the second quarter of 1998. Although female unemployment rate has also decreased
(from 29.5% in 1996 to 26.7% in the second quarter of 1998) it is almost twice as
high as the male unemployment rate (13.9% in the second quarter of 1998). Even
though female employment rate is still very low (33.9% in 1997), there is an
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increasing participation of women in the labour market. The long term unemployment
rate slightly decreased between 1996 and 1997; nevertheless it remains very high
(10.8% in 1997), with a significant gap between men (7.5%) and women (16.1%). On
the other hand, the youth unemployment ratio decreased from 16.9% in 1996 to 15.9%
in 1997. :

The part-time working rate is low at 8%. The Spanish labour market suffers from a
very high rate (32.8%) of temporality — workers under temporary contracts — and one
of the Government and Social Partners objectives is to encourage permanent
employment contracts.

The evolution of the labour market policy shows an evolution towards active policies.
Total expenditure in labour market policies in terms of GDP was 2.37% in 1997.
Labour market active policics expenditure was 0.50% of GDP.

Employment indicators Unemployment indicators
empl. rate unemp. rate
——— 1997 — 1997
- - - -1892 1. .- --1092 1
0,5 0.5
émpl. R Youth

empl. o 9 i long-term s .,
growth 55-64 unempl. AR , : unempl.
N ratio

empl. gender gap ' unemp!. gender gap
The Spanish labour market situation is very problematic in all the dimensions considered in this

comparative analytical exercise. Although the rate of employment growth has been amongst the highest
in Europe over the last 10 years, severe structural problems remain that are reflected in continuing poor

levels of participation in employment, high unemployment and wide gender gaps.

2. The NAP

The NAP is well structurcd between the different pillars and guidelines although there
is a clear emphasis on the employability pillar. Nearly one million unemployed will
benefit from employability measures in 1998, which means a very important increase
compared to previous years. Entrepreneurship, is covered, especially through fiscal
measures aiming to encourage self- employed workers to hire their first employee, and
through reductions in the social security contributions in order to foster permanent
contracts, part-time work and to encourage self employment. On adaptability, the
NAP focuses on promoting an adequate regulation of voluntary and stable part time
work in close co-operation with the social partners. In the field of equal opportunities
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the NAP concentrates on raising the levels of access to care services and on partial
exemption of the social security contributions for women, those workers replacing
women on parental leave, and disabled workers. More than 60% of unemployed
concerned by measures related to prevention of youth and adult long term
unemployment are women.

The NAP represents a significant move towards activation and prevention.. It is worth
noting that the Spanish authorities have committed themselves to achieve the 3
European targets within the first year of implementation of the NAP. Spain has
decided to follow a policy-mix which combines preventive and curative approach.
The whole flow and 20% of LTU will benefit from employability measures.
Concerning activation, 21.6% of registered unemployed job seckers will benefit from
training or from measures combining job and training in 1998.

3. The implementation

A set of actions have been taken in order to implement the NAP. These actions
concern mainly the employability pillar. A key element is the progressive introduction
of a new model of management involving Central Government, Regional and Local
authorities. The plan to give in-depth carcer guidance interviews to approximately 2.8
million unemployed job-seekers is being implemented. Somec already existing
instruments of the employment policy as the FIP Plan (Formaciéon e Inserciéon
Profesional/Vocational Training and Employment) have been reoriented in order to
enable the implementation of the preventive approach and to support at the same time
the reintegration of the long term unemployed. The Regulation for a new programme,
Talleres de Empleo, (Employment workshops) has alrcady been drafted and a new
Regulation to reinforce the training component of the training contracts has been
adopted.

As for measures on adaptability, some initiatives concerning Small and Medium sized
enterprises have been launched (“one stop shop” and “SME - Information Area”) and
new regulations developing risk-capital markets and facilitating SME's access to
finance are being prepared. Changes in the legislation for enterprises working on
social insertion have been introduced.

Other new measures to be adopted before the end of the year are, notably, the “first
employee” initiative (to encourage self employed workers to hire their first employee)
and a new Regulation to foster part-time working. As far as equal opportunities is
concerned, the “zero cost” initiative (partial exemptions of the social security
contributions for workers replacing women on parental leave) has been adopted in
September 1998.

For the monitoring and evaluation of the NAP, an inter-ministerial working group has
been crecated. The NAP’s total budget amounts to some 5.718 Mio ECU for 1998
which is about 1.2% of GDP. In addition there is a credit line for SME's at the
"Instituto de Crédito Oficial" for a total amount of 1796 Mio ECU. There are no
further estimations for the following years. Most of the measures and initiatives
announced are explicitly supported with financial resources. Financial resources
concentrates on employability (81% of total budget) although some of this resources
(for example those allocated to continuous training) might also be considered as
supporting entrepreneurship and employability. About 1/3 of the total budget relates
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to measures for prevention and activation. It is worthwhile mentioning that this latter
budget has been reinforced with 210 mio ECU (+13%) to achieve the 3 European
targets in 1998.

4. Contribution from the social partners

Social partners have been consulted on several occasions during the process of the
NAP elaboration. They play a very important role in implementing some measures
concerning employability. Three negotiation structures have been created within the
frame of the social dialogue: part-time working, incentives to employment creation
and active policies/ passive policies. The social consensus achieved through social
dialogue should provide stability and social acceptance of the measures adopted.

5. The role played by the Structural Funds

Spain is the main beneficiary of the ESF (more than 8.500 mio ECU for the current
programming period). It represents a significant share of the total budget allocated to
active policies in Spain for the same period. In that sense therc is an important
potential for the ESF to contribute to the implementation of the NAP. Already in the
current programming period, ESF support to the preventive approach has been
reinforced.

The NAP identifies the financial participation of the ESF in the budget allocated to
employability measures (including Social Security benefits for priority groups)
managed by the INEM. This contribution goes from 19.1% for actions related to
employment measures to 27% with respect to training measures and to 60.1% for
guidance measures. On average, the contribution of the ESF to employability
measures included in the 1998 NAP amounts to 22.9%.

Annual data EU
Employment Indicators 1997 1996 1992 | 1997
Total Employment Rate - 48,61 47,2 48,4 60,5
Men 63,5{ 62,2} 657 70,5
Women 33,9 32,6] 31,6] 50,5
Total Employment Rate (Full-time equivalent)| 46,0 44,7 46,91 55,5
Men 62,0 60,7] 65,4 68,7|
Women 30,3 29,21 29,01 42,6
Unemployment Indicators
Total Unemployment Rate 20,8 22,27 18,5] 10,7
Men 16,1 17,6] 14,5 9,3
Women 28,31 29,5¢ 256 124
Youth Unemployment Ratio 15,91 16,91 14,7 9,8
Men 14,91 16,0 13,8 9,9
Women 17,0 17,7 15,5 9,6
Long-Term Unemployment Rate 10,8] 11,8 7,8 5,2
Men 7,5 8,1 4,7 4.5
Women 16,1 17,5] 13,2 6,2
Growth rates EU
Employment-Related Economic Indicators 1997 1996 992-97) 1997
Total Employment Growth 2,98] 2,94 0,64 0,53
Real GDP Growth 3.4 2,3 1,9 2,6
Labour Productivity Growth 0,5 0,7 1.4 2,2
Real Unit Labour Costs 0,1 -0,2 -1,2 -0,9

Source: Eurostat
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FRANCE

Summary

Employment is lower and unemployment higher in France, as compared to EU
averages. The French NAP is well structured and meets the main objectives of the
Employment Guidelines.

France has developed a good combination between activation and prevention in the
labour market policies. The prevention of youth employment and long term
unemployment is clearly addressed as well as the integration of those who were left to
drift into long term unemployment. In addition, the short-term measures (job-creation
measures and training measures for young people and adults) dovetail well with the
long-term measures (modernisation of the education system and systematic use of
information and communication technologies).

Different initiatives have been taken or are under preparation. Provision for a
negotiated reduction of the working time has been the focus of the government’s
policies on adaptability. Furthermore attention has been put on the "New
Services/New Jobs" initiative and the Information and Communication Technologies
development. Also the law on social exclusion was adopted on 29 July. The initiative
to simplify the procedures for the creation of a business is particularly interesting.
New initiatives on life long learning are under preparations. Equal opportunities are
on the agenda and the policy framework is under discussion. The question of
reconciliation of working life and family life has not yet been put at the top of the
agenda.

The French NAP is supported by a restructuring of public expenditures and the
allocation of additional means in terms of programme funding and personnel. The
delivery system is given additional staff and restructuring is taking place. However,
while their share is increasing, the active labour market programmes whl still
account for less than half of the total resources spent on employment.

The social partners were consulted on drawing up of the NAP and have been invited
to participate actively in the implementation of certain measures. The role of the
social partners has been spelled out more clearly in the implementation report. A
more substantial contribution from the social partners is expected for the 1999 NAP.

1. The employment situation

In comparison with Community averages, the employment rate in France is lower and
the unemployment rate is higher. Long-term unemployment is just below the
European average.

In 1997 GDP increased by 2.3% and is expected to increasc at the same rate in 1998
as a result of a more favourable domestic demand situation.

The employment rate fell from 61.4% in 1992 to 60.1% in 1997. However the
economic upturn since the second half of 1997 resulted in an increase of 1.8% in
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employment in the private sector over one year (236 000 jobs). It is expected that,
overall, 380 000 jobs will be created in 1998.

The total unemployment rate increased from 10.4% in 1992 to 12.4% in 1997; for
men unemployment grew from 8.3% to 10.7% and for women from 13% to 14.4% in
the reference period. The unemployment ratio for the young grew from 8.6% to 9.9%,
while long-term unemployment also increased from 3.5% to 5.0%. Between June
1997 and June 1998 unemployment fell by a total of more than 160 000. Young
people and men bencfited from this improvement more than adults and women
respectively. However, the proportion of long-term unemployed among job-seekers
rose from 37% in June 1997 to 40% in June 1998.

In 1996 public labour market expenditure represented 3,13% of the GDP, active
measures amounting to 1,32% and passive ones to 1,81%. The part of active measures
in relation to the total labour market expenditure increased from 38% in 1993 to 42%
in 1996.

Employment indicators Unemployment indicators
empl. rate unemp. rate

—— 1997 : 1997 ;

- - - -1992 ' ] - - --1992 "

Youth
unempl.
ratio

empl. long-term
55-64 unempl.

empl.‘
growth

empl. gender gap unempl. gender gap

The performance profile for France shows ratings at or near the mean of the EU in 1997, with the exception
of employment growth, and the employment rate of older workers, which have been markedly lower.
Although the general profile has been stable over the last five years, there has been a tendency for increased
unemployment in all categories provoked by poor job creation, but the difference between men and women
has narrowed.

2. The NAP .
Priority has been given to employability. The NAP fulfils the criteria of targeting
beneficiaries satisfactorily, tackling flows and stocks, adopting a more preventive
approach and activating policies. The activation approach is based on an
individualised follow-up scheme and an increased role of the public employment
services. 526 000 job-seekers are expected to benefit from the active measures.

Regarding entrepreneurship, the programme “New services, new jobs”, which aims at
promoting the creation of 150.000 new jobs for youngsters in 1998 in the emerging

FRANCE 74



collective services is particularly important. A re-structuring of the social securlty
systems with the view of reducing non wage labour costs is envisaged.

On adaptability, the French NAP intends to modernise the work organisation
including the reduction and distribution of working time.

Concerning equal opportunities, a new multi-annual scheme, aiming to increase the
hiring of disabled people within companies and to increase their level of qualification
will be launched in 1998.

3. The implementation

Implementation of the NAP is well underway. Implementing decrees have been
published and the measures to strengthen job creation injtiated (for example, the
schemes to reduce working time and to provide young people with jobs).

On employability, measures were taken to modernise the State employment and
training services and to provide them with more resources in order to implement the
"new start" measures for 80 000 people in the third quarter of 1998. The Act on
combating exclusion was adopted on 9 July; this marks the launch of the "Trace"
(Pathways to employment) programme which should benefit 10 000 people in 1998.
Qualification contracts, which were previously restricted to young people, will be
extended to adults. Other implemented measures concern: the work of drafting - in
association with social partners - the new Act on vocational and lifelong training, the
increasing of the number of "remedial classes" and the use of the new ICT at school.

Under entrepreneurship the measures concern: the simplification of formalities for
employers concerning social contributions and the recruitment of new workers as well
as the reduction to one day of the time taken to create a business; the creation of a
public risk-capital fund; the creation of 105 000 jobs (out of a total of 150 000
planned for 1998) under the "New jobs/new services" programme. The Government
has commissioned a report on the reduction of the tax burden in order to promote
employment, which has triggered the debate both in Parliament and among the social
partners.

On adaptability, following the adoption of the legislation setting up a negotiated
reduction of weekly working time to 35 hours until 2000 (2002 for SMEs), an
information campaign was launched in order to mobilise the social partners. By mid-
July, 80 agreements had been signed concerning 27 700 workers and involving the
creation of 1 300 subsidised jobs. Other measures concern the recruitment of workers
by groupings of employers and the drafting of a law designed to enhance cooperation
between schools and businesses, especially Small and Medium sized enterprises.

Concerning equal opportunities, mention should be made of the planned discussion of
the constitutional bill on equal opportunitics for men and women in the coming
Autumn, the creation of an equal opportunities observatory and the establishment of
the Higher Council for Equal Opportunities at Work, which will provide appropriate
backup for the implementation of the main strategies of the future NAP.

The number of people benefiting from the active measures will be increased by giving
greater responsibility to the local branches of the State employment service. The
involvement of the local players is also considered crucial to the implementation of
the "New jobs/new services" programme and the "Trace" programme. Finally,
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Departmental Councils for Integration and Employment have been set up for
facilitating personalised pathways to employment at municipal level and bringing
together all the public and private players in the local area.

Monitoring focuses on the preparation of monitoring and evaluation indicators, which
are listed in the annex to the NAP.

. The overall funding of the NAP measures is ECU 17 billion in 1998 and ECU 19
billion in 1999. '

4. Contribution from the social partners

The social partners have given an undertaking to discuss together the content of the
NAP with a view to the Vienna European Council and the drafting of the next NAP
for 1999. A Social Dialogue Committee will be set up in the second half of 1998. In
addition, an ESF advisory committee, bringing together all the players (social
partners, associations, local authorities and administrations), will be responsible for
links between the ESF and the NAP and for follow-up. Lastly, the social partners will
be closely involved in the preparation of the bill on life-long training.

5. The role played by the Structural Funds

The NAP specifies the contribution of the ESF to the various measures, including the
corresponding levels of funding. It is worth noting that the ESF cofinances the 'Loi
d'Exclusion Sociale'. The ESF will contribute ECU 493 million in 1998 and ECU 678
million in 1999, which represents 2.9% of the total funding of the NAP in 1998 and
3.6% in 1999,

Annual data EU
Employment Indicators 1997 1996 1992 1997
Total Employment Rate 60,1 o0,3] ©14 00,
Men o7,7] 680 /08 70,
Women 52,71 92, 52,3 50,5
Total Employment Rate {Full-time equivalent 06,4 o6,71 o74 55,
Men 07,2 or4]l 0633 o8,
vwomen ' 4571 49, 45,1 42,
Unemployment Indicators
Total Unemployment Rate 12, 12, 10,4 10,
Men 10,71 10, 8,3 9,
Women 1441 1451 13,0 12,4
Youth Unemployment Ratio 9,9 9,7 8,6 9,
Men 9, 9, 7,9 8,9
Women - 991 10,0 9,3 905
Long-Term Unemployment Rate 0,0 47 3,0 52
Men 47 3.8 20 45
wWomen 0,9 0,0 4 b,Z
Growlh rates EU
Employment-Related Economic Indicators 1987 1996 992971 1997
Iotal Employment Grqwth 0,04 0, -0,03 0,03
Real GDP Growth 2,3 1,6 15 2,0
Labour Productivity Growth 2,5 1,5 16 2,2
real Unit Labour Costs -1, , -0,0 -0,9

Source: Eurostat
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IRELAND

Summary

The Irish economy has grown by 45% over the period 1992 to 1997. This has
impacted strongly on labour market conditions, in particular through significant
employment growth, as well as a marked reduction in the rate of long-term
unemployment. A specific target is set in the NAP to reduce the total unemployment
rate to 7% by end 2000, while maintaining the. trend reduction in long-term
unemployment.

The Irish NAP places most emphasis on the Employability pillar. Ireland has a high
percentage of active labour market policies, but does not set an activation target.
While policy is moving towards the preventive strategy, the NAP seeks to achieve a
balance between a preventive and a curative approach. Preventive measures focus on
engaging first with the young unemployed crossing the sixth month unemployment
threshold and later with older workers as they pass the twelfth month unemployment
threshold. A commitment is made to raise the participation level of the long term
unemployed in mainstream training from 11 to 20 per cent. These initiatives show a
change of course towards the preventive approach, but do not address fully the
preventive targets in the Guidelines. Ireland will benefit from a decisive policy of
prevention to achieve a futher cut of the inflow into long-term unemployment. In
addition, the effectiveness of the instrumentation in this area will be determined by the
extent to which resources are made available

Under the Equal Opportunities pillar institutional and legislative reform has been
SJar-reaching. This is a significant policy shift and future Naps will have to report on
the implementation of this reform.

Since 1987, social partnership has become an integral and institutionalised
dimension of Irish economic and social policymaking, a basis for the successful
economic growth policy. Many of the substantive issues identified in the NAP have
already been addressed in Partnership 2000. A regular reporting of progress to social
partners will be organised.

1. The employment situation

In sharp contrast to the EU as a whole, Ireland has generated large and continuous job
gains over the years 1993-1997 and into 1998. At the same time the rate of
unemployment has been reduced by one third over the corresponding period.

The Irish economy has exhibited exceptional growth throughout the 1990s. Real GDP
increased by 45% between 1992 and 1997. There has been no sign of any slackening
in the pace of activity this ycar, with the GDP growth rate for 1998 having recently
been revised upwards to 8.7%.
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Sustained growth has raised employment and has been sufficient to bring about a
significant reduction in unemployment despite rapid labour force expansion between
1992 and 1997, employment growth averaged 3.6% annually between 1992 and 1997,
powered by an annual average decline of 2% in real labour unit costs.

The unemployment rate fell by one-third between 1992 and 1997, declining from
15.4% to 10.1%, with a further cut to 9% by August 1998. Long-term unemployment
rates have contracted sharply since 1994 : between 1992 and 1997 the long-term
unemployment rate fell from 8.7% to 5.7%. However, as a share of total
unemployment, long-term unemployment remains high, especially for men. In the
same period, the youth unemployment ratio tightened from 10.5% to 7.2%. Total
unemployment rates are similar amongst men and women

At 4.1% of GDP in 1996, Irish public expenditure on labour market méasurcs was
amongst the highest in the EU.

Employment indicators Unemployment indicators
4 empl. rate ) unemp . rate
—— 1997 — 1997
. - . - 1992 1 ... -1992 ’
0,5

empl. , empl. long-term Youth

growth 55-64 unempl . : unemﬁl .
rato

emp!. gender gap unempl . gender gap

The Irish performance has been improving markedly. The most decisive development has been the rate of job
creation in 1992-97, which has been the highest in Europe. The Irish performance displays low differences in
unemployment between genders, while at high rates. Steady job creation has helped to push up the employment
ratc (also for older persons and women) and to reduce unemployment but has failed to solve the most severe
problem in the Irish labour market, i.e. the high share of long-term unemployment.

2. The NAP

The Irish NAP places most emphasis on the Employability Pillar. It seeks both to
diminish flows into longer-term unecmployment and to reduce the existing stock of
long-term unemployed. A specific target is sct to reduce the total unemployment rate
to 7% by end 2000, while maintaining the trend reduction in long-term
unemployment.

Preventive measures focus on engaging first with the young unemployed crossing the
six-month unemployment threshold, and later with older workers as they pass the
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twelve-month unemployment threshold. These initiatives show a new orientation in
labour market policy, if not yet a decisive shift towards the preventive approach. Irish
Authorities will be required to demonstrate that they have the capacity to satisfy the
quantitative dimension which is fundamental to these guidelines.

As far as the activation target is concerned, Ireland undertakes to raise participation of
the long-term unemployed in mainstream training from 11 to 20%. Increased
participation by the long-term unemployed on both temporary employment schemes
and recruitment support has, in conjunction with the buoyancy in the labour market,
contributed to the sharp fall in long-term unemployment referred to above. However,
no overall target is set and the NAP is unclear as to the naturc and scope of the
bridging/progression mechanisms required to facilitate such participation and the
extent to which the current financial obstacles and disincentives affecting participation
by the long-term unemployed in training can be overcome. These issues are expected
to be addressed in the forthcoming preparation of the Budget.

The NAP tries to strike a balance between preventive and curative activities.
However, given that the long-term unemployed still account for more than half of
total unemployment, a stronger impetus on prevention would be beneficial.

Mobilisation of people and resources on the scale required to meet the commitments
given will not be easy. When systems are fully operational for engaging with both the
younger and older unemployed groups, this will mean counselling and placing
between 70,000 and 100,000 people a year. Front-line staff in the national Training
and Employment Authority has been increased by 200 to meet this new client base.

In relation to the Entreprencurship pillar, policy focus in the NAP is already shifting
towards an easing of the administrative burden particularly as it relates to Small and
Medium size enterprises. In addition, the employment potential of the Social
Economy is being assessed as well as fiscal reform aimed at rewarding the financial
rcturns from work. At a wider level, the operationally of the new Enterprise Ireland
agency must be awaited in order to obtain a clearer indication of the wider policy
direction being pursued in relation to entrepreneurship (particularly indigenous) as a
whole. Under the Equal Opportunities pillar institutional and legislative reform has
been far-reaching. There is a clear recognition in the NAP of the strategic relevance of
Childcarc provision as an important instrument in improving access to the labour
market. However, it is recognised that the policy focus must now shift towards a
more effective implementation of this reform process.

3. The implementation

In policy terms, primacy has been accorded to Employability. Systematic engagement
with the unemployed is a novel approach in Ircland. As a result, detailed
implementation strategies have been concentrated on the prevention of youth and
adult unemployment. To date, efforts have centred on mobilising resources and
preparing organisationally for the launch of new initiatives. Structural Funds have
been provided to sced joint systems of information exchange between the Training
and Employment Authority and the Department of Social, Community and Family
Affairs. A Memorandum of Understanding and a series of Protocols on co-operation
have been concluded between these two key actors. The Training and Employment

[RELAND . 79



(6)

Authority have mobilised additional front-line staff to engage with the unemployed
and the National Employment Service is being overhauled to meet its new tasks.

Implementation of the new preventive strategy for young people commenced in
September 1998. Given that instrumentation has been historically weak in this area,
this represents an important re-orientation of Irish labour market policy. In relation to
adults, it is proposed to phase in the relevant measures within the 5 year timeframe but
to balance this approach with on-going programme support for those already in long-
term unemployment. However, it is unclear from the stated strategy when such
measures will be initiated although it is intended to draw on the experience gained
from the young persons' measure.

Continuing progress has been made in developing Entrepreneurship and encouraging
Adaptability. In relation to Entreprencurship this is reflected in the 1998 budgetary
provisions to cut income taxes (thus increasing the financial return from work) and to
reduce corporation taxes. Further progress is envisaged on reducing taxes on lower-
paid jobs. While a strategy and development framework for promoting the Social
Economy has also been worked out in conjunction with the Social Partners. Under
the Adaptability pillar new policy initiatives (a National Competitiveness Council and
a National Centre for Partnership) will ensure that organisational structures have the
capacity to better respond to changing human resource development needs in the
workplace.

The Equality pillar has been supported principaily by institutional and legislative
reforms. An Employment Equality Act was enacted in June 1998, and a Parental
Leave Act followed in July, while an Equality Authority is also proposed.

Monitoring the implementation of the NAP is provided for at a number of levels. In
the first instance, under the Partnership 2000 structures, provision has been made for
regular reporting of progress to the Social Partners. At administrative level, progress
is also monitored through the Inter-Departmental Strategy Group on Employment
chaired by the Office of the Taoiseach (Prime Minister). In addition, a dedicated
Performance Monitoring Group has been established to monitor progress and
performance in relation to the 'preventive' strategy. Finally, in view of the fact that
many of the components of the NAP are in receipt of Structural Fund support, there
will be regular reporting of performance to the various Operational Programme
Monitoring Committees.

4. Contribution from the Social Partners

The ICTU/IBEC Joint Statement on Partnership and Adaptability formed an integral
part of the NAP. Many of the substantive issues identified in the NAP have already
been addressed in Partnership 2000. As indicated under Section 3, there will be
regular reporting of progress under the NAP to the Social Partners.

5. The role played by the structural funds

Information on the impact of the ESF contribution has been provided for 1998. Given
its importance in the Irish context, the symmetry and complementarity between
European Social Fund funded measures and the NAP is recognised although the
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strategic dimension remains somewhat weak. This is due in part to the fact that
commitments under European Social Fund programmes were developed before the
NAP was formulated.

Also crucial from the perspective of the ESF in Ireland context, is the strategically
important role of the Department of Education and Science in copper-fastening the
overall preventive labour market orientation being pursued under the NAP (e.g.
improvements in pre-school and primary-level education, provision of alternative
options for Early School Leavers and second-chance educational opportunities for the
unemployed).

Annualdafa e0
Employment Indicators 1997 1996 1992 1997
Total Employment Rate 57,8 00,3 02,4 00,5
vien 70,21 ©9,1 07,3 70,5
Women - 45,31 43,3] 37,3 50,5
Total Employment Rate (Full-time equivalenty 53,2 51,5] 48,4 55,0
Men 67,01 o©95,1 03,4 68,7
vomen 39,2 37,6 33,1 42,0
Unemployment indicators ,
‘Total Unemployment Kate 10,1 11,6 10,4 10,7
Men 10,01 11,5 15,1 9.3
Women 10,31~ 11,8 10,0 12,4
Youth Unemployment Ratio 7,2 7,9 10,5 9,8
Men 8,2 8,9 12,1 9.9
WwWomen 0,2 0,8 8,8 9,6
Long-Term Unemployment Rate 5,7 0,Y 8,7 5,2
Men 6,4 7,0 9,2 4,5
VWomen 35 5,0 7.7 B2
Growth rales 7' EU
Employment-Relatod Economic Indicators 1997 1996 992-9% 1997
Total Employment (Growth 4971 3,060 3,63 0,53
Real GDP Growth 10,0 8,0 8,2 2.0
Labour Productivity Growth 5,7 3,5 4.4 2,2
Real Unit Labour Cosls -0,8 -0,9 -2,0 -0,9

Source: Eurostat
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ITALY

Summary

The Italian labour market is characterised by low employment and high
unemployment, one of the highest rates of long-term unemployment in the EU and
severe imbalance between the North and the South.

The recent adoption of a tailor made approach vis-a-vis the newly unemployed shows
that efforts are being made towards preventing the drift into long-term unemployment.
The announced adjustment of the eligibility criteria and the cleared targeting of
employability measures are also expected to improve their effectiveness. However,
employability policies are still mainly based on a curative approach. Even though
preventive measures are being introduced, a large number of interventions are not
available until a person has become long term unemployed. This falls short of
addressing fully the prevention targets set by the Guidelines.

According to the implementation report the activation target will be exceeded in 1998.
There is a commitment to make available the financial resources for this effort.

The Commission and the Italian Government are in agreement that the preventive
approach in the next NAP needs to be strengthened in order to avoid further inflow
into long term unemployment and to make a further restructuring from passive to
active measures. Given the continued big inflow into long-term unemployment Italy
will benefit from a decisive policy of prevention.

As far as the other three pillars are concerned, while proposing a consolidation of
existing policies, the NAP introduces some new measures. Policies to encourage
entrepreneurship are traditionally strong in Italy. Recent reforms of labour law,
based on the 1996 tripartite Labour Pact will allow substantial improvements as far
as adaptability is concerned. Further action to reduce the wide gender gap is still
needed.

The involvement of the social partners in the implementation of the employment
policies is systematic through social dialogue.

1. The employment situation

The employment rate remains lower than the EU average, and unemployment is two
points above the Community average. Long-term unemployment is higher than the
EU average.

After a modest average growth (1.2%) in the period 1992-1997, GDP is expected to
increase more in 1998 and 1999.

Employment decreased sharply (-1.36% on average) between 1992 and 1997 with a
marginal rise in 1996 and 1997, largely due to female employment. Over the same
time-span the employment rate fell steadily and is currently only 51.3% (36.7% for
women), well below the EU average of 60.5%.
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The labour supply increased, so that the unemployment rate confirmed its upward
trend in 1997, reaching 12.1%. The long-term unemployment rate rose continuously
between 1992 and 1997 (from 5.3% to 8.1%), representing two-thirds of total
unemployment (as against an EU average of 50%) and the lowest performance rating
in the EU. The high unecmployment rate among young people slightly decreased in
1997 (12.8%) after a constant upward trend since 1992 (11.8%).

The gender gap is amongst the highest in the EU. Female employment has been
growing, but is still only about half of male employment. Though, female activity rate
has been increasing all over the period 1992-1997 (+1.1%).

The national policy priority remains the high unemployment levels in the South where
long-term unemployment is mainly concentrated.

Total expenditure in labour market policies in terms of GDP was 2% in 1996 slightly
lower than the EU average according to OECD data. Spending for active measures
(1.08%) exceeded that for passive measures (0.88%).

Employment indicators Unemployment indicators
empl. rate unemp. rate
1997 —— 1987
- - - -1992 1 - - - -1992 .
0,5
. AN
empl. e s empl. long-term Youth
growth s 55-64 unempl. unemﬁl-
. ratio

empl. gender gap * unempl. gender gap

The Italian performance profile shows severe structural problems in all dimensions considered,and a
worsening trend between 1992 and 1997. Departing from an already very problematic position in 1992 ,
Italy has seen unemploment increase in a context marked by very poor net job creation.

2. The NAP

The Italian NAP places particular emphasis on the employability pillar. However, a
large number of measures are still primarily targeted at the stock of long-term
unemployed. By and large interventions do not take fully into consideration the 6 and
12 months unemployment thresholds and stronger emphasis on prevention would be
beneficial. With regard to the activation target, the jobless participating in training, or
other active labour market policy measures with a training content, should increase
from 18% in 1997 to 30% in 1998.

A first attempt to switch towards a more preventive approach is being introduced. A
pathway approach enhancing employability may be identified following recent
reforms adopted in 1997. New, reshaped employment and placement services arc
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being shifted to regions. For the first time the ‘Guidance and Information Plan’, run
by regional Public Employment Services, and introduces a tailor-made pro-active
approach in delivering job-search assistance and training to all unemployed. Several
measures may apply as soon as the school cycle is completed, or from the first day of
unemployment (e.g. new apprenticeship, work-training contracts).

In line with the European preventive strategy, a re-orientation of measures aimed at
integration or re-integration into the labour market, including the changing of the
eligibility criteria and clearer targeting of young people and adults, has also been
announced. Morcover, the simplification and re-targeting of the main employment
incentives and the gradual reduction in the number of measures with shortterm impact
has been announced.

As regards education, it is intended to improve actions aimed at enhancing life-long
learning, reducing drop-out rates and increasing skill delivery.

Insofar as the other three pillars are concerned the NAP proposes essentially a
consolidation of existing policies.

Efforts aimed at boosting entrepreneurship consolidate measures facilitating business
start-ups. Services to enterprises are coupled with reduction of administrative and tax
burden, and of labour costs, in particular for Small and Medium-sized Enterprises.
Links with University and scientific research will be reinforced. The number of
tripartite local agreements in less developed areas is increasing. These introduce wage
flexibility in line with the lower labour productivity of the South, thus allowing a
substantial reduction in labour costs (up to 25-30%).

On adaptability, the 1996 tripartitc Labour Pact is being implemented through
enabling legislation introducing flexibility in work organisation and working time
arrangements (temporary work, fixed-term contracts, apprenticeship, seasonal
contracts, part-time work, tele-working, job-sharing). Early results are encouraging as
the proportion of flexible forms of contracts is increasing.

As to the policies for equal opportunities, beyond some measures targeted at specific
disadvantaged beneficiaries, the reduction of the gender gap is mainly pursued by
greater integration between improving adaptability and developing entrepreneurship
(e.g. adapting employment contracts to female labour supply, liberalising the trade
sector). Recent administrative acts aim at mainstreaming initiatives to tackle the
gender gap.

Overall information on financial resources is provided, even if only the 1999 Budget
law will set forth the precise allocations for the NAP’s action. As to specific targets
(young and adult unemployed), financial details are given regarding apprenticeship,
work-training contracts, insertion plans. Also, clear financial details are given with
regard to measures co-financed by European Social Fund.

Initiatives are scheduled to reinforce public employment services staff and technical
resources. In the framework of the regionalisation of active labour market policy, new
public employment service officers will be trained (about 7.000 employees), and the
prototype for an integrated information system and a computerised monitoring of all
measures and projects promoted by the central Government will be set up.
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The timetable for the implementation of the measures is indicated in some cases,
including for measures that have not yet been adopted (draft laws on undeclared work
and tele-work, reform and simplification of the incentives system).

3. The implementation

On employability, the new initiative aimed at enhancing the preventive approach has
been launched: the ‘Guidance and Information Plan’ is being implemented with
roughly 17% of young unemployed receiving job-search assistance as soon as they
register as job-scekers and regardless of the length of their unemployment spell. All
regions are adopting the necessary legislative initiatives concerning the setting-up of
the new placement scrvices. New forms of apprenticeship (pilot projects in the
building and enginecring sector) are starting. In order to facilitate the reintegration
into work and to support poor social conditions a minimum income subsidy for the
unemployed has been introduced. This requires recipients to be participating in
training measures.

Given the high stock of adult unemployment, a number of measures for adults
continue to concentrate mainly on activation after long spells of unemployment.
Priority has been given to back-to-work action for long—term unemployed and to
reintegration of workers on Socially Useful Jobs schemes by means of self-
employment, micro-entrepreneurship and co-operatives.

As to entrepreneurship, a Solidarity Pact was signed between the Prime Minister and
the permanent forum of the voluntary and co-operative sector, thus recognising the
role played by NGO's in job creation

For equal opportunities, between women and men an inter-governmental agreement
was reached to enhance female entrepreneurship. The Observatory on the impact on
female employment of flexibility measures was set up. In relation to the involvement
of key institutional actors in the implementation of the NAP, the role of the regional
and local authorities is clarified. NonGovernment Organisations are playing an
increasingly important role in job creation in the social economy. The social partners-
arc active in implementing all measures where their involvement is pertinent. In some
cases, the labour legislation itself calls for this involvement (i.e. apprenticeship, in-
house training, continuing training, local agreements).

Monitoring of the NAP at central level is spearheaded by a new inter-ministerial
committee. A monitoring task-force has been set up at the Ministry of Labour and
Works in close contact with regions and social partners. The European Social Fund
autonomous monitoring mechanism covers many NAPS measures included in the
NAP.

4. Contribution from the social partners

Tripartite social dialogue is based on the Incomes Policy Protocol (1993) and on the
Labour Pact (1996). The former allowed strong wage moderation and labour cost
reductions over years, the latter paved the way for increased labour market flexibility.
The implementation of most NAP measures takes places systematically through social
dialogue.
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5. The role played by the Structural Funds

The European Social Fund plays an important role in the implementation of almost all
guidelines. The information on the Fund contribution in comparison with overall
financial resources is not provided. Nevertheless, it can be roughly estimated that,
over a global spending in active labour market measures of 1.8 billion ECUs, the ESF

contribution is 1.2 billion.

Annual data — EU
Employment Indicators 1997 - 1996 19921 1997
Total Employment Rate o1, 51, 23,1 60,0
Men 66,21 ©66,5] 70,8 70,5
Women 36,71 3661 372 50,5
Total Employment Rate (Full-ime equivalenty 49,31 49,5] 515 55,5
Men 64,8 651 69,0 08,7
vvomen 34,3 34,3 34,1 42,0
Unemploymaent indicators ) B
I otal Unempioyment Rate 12,1 12,0 9, 10,7
Men 93] 54 6,5 8,3
Women 16,61 16,4 13,2 12,4
Youth Unemployment Ratio 12,61 13,1 11,8 9,8
Men 27 12,87 111 9,9
‘Women 13, 13,3 12,4 89,6
Long-Term Unemployment Rate 51 A 5,3 5,2
Men 0,4 0,1 3, 4.5
‘Women 11,0 11,0 (.9 0,4
Growlih rates EU
Employment-Related Economic Indicators 1997 1996 992-97’ 1997
Total Employment Growth U,03] 0U,46] -1,3 0,53
Real GDP Growth 1,9 0,7 1,2 2,6
Labour Productivity Growih 15 0,0 2,1 2,2
Real Unit Labour Costs 0,4 0,0 -1.9 -0,
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LUXEMBOURG

Summary

Luxembourg has a good record in terms of job creation and low unemployment, but
has a big gender imbalance in the labour market.

Luxembourg distinguishes itself from the other Member States insofar as its NAP is
the result of a tripartite agreement. From the outset, the social partners have been
fully involved and are equal partners through a tripartite committee in the
development, implementation and monitoring of the NAP. Luxembourg also chose an
original way to implement the NAP; a draft law covering the entire plan now is before
Parliament.

A new start will be provided within 3 and 6 months well before deadlines set for youth
and adult long-term unemployment. The activation target of 20 per cent unemployed
will be exceeded, as the aim is to achieve a figure of 25 per cent within 18 months
time.

The improvement of the employment rate of long-term unemployed will be achieved by
strengthening existing procedures and by providing on-the-job training in firms.

The Luxembourg authorities will develop policies to ease the access of women to the
jobs’ market, to reform parental leave, and to create additional childcare facilities.
This should result in a positive effect on women's employment rate.

The Public Employment Services are well developed and in partnership with all
actors involved are very important in the early identification of labour market needs.
Each individual receives a personal interview setting out his or her own integration
plan and is monitored during the whole process and even after placement in an
enterprise.

As Luxembourg is at the centre of an Euro-region that has about half a million

Jfrontier workers who are out of work at the present time, a proportion of the jobs
created in Luxembourg will be filled from across the frontier.

The employment situation

The employment rate in Luxembourg is at the Community average, and although the
overall unemployment rate and that for youth are the lowest in Europe, the overall rate
has more than doubled over the last 10 years.

Luxembourg's economy has enjoyed continuous growth over the last decade including
4.1 per cent in 1997.

This continuous growth is behind a net increase in employment, which gave a yearly
average of 2.8 per cent over the period 1985 to 1997. Frontier workers, from the
Saar/Lorraine/Rheinland-Pfalz region and the Belgian province of Luxembourg,
account for 31% of employment. Those frontier workers take more than 80 % of the
newly created jobs. This explains the paradox between a decreasing national
employment rate and a high continuous employment growth.
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The total number of people out of work rose to around 6 300 in 1997 (representing a
jobless rate of 2.6 per cent). The latest figures show this negative trend being
reversed. The rise in youth unemployment, the relatively high level of long-term
unemployment and the high number of inactive persons in the over-50 age group are
matters of concern for the authorities and social partners alike. In addition, the rate of
employment among women, at 46.5 per cent is in the lower band of the EU average.

Total public expenditure for labour market measures amounts to 1 per cent of GDP,
and about one-third of this is spent on active measures. :

Employment indicators Unemployment indicators
empl. rate unemp. rate

s 1997 — 1997

. = = =1092 1 = =~ =1992

Youth
unemp!.
ratio

empl. long-term  _» ‘ }
55-64 unempl. -

empl. gender gap unempl. gender gap

Luxembourg shows a very mixed performance profile. On the one hand it displays outstanding performances
in terms of employment growth, and unemployment rates (both overall and for youth and long-term). On the
other hand, the results suggest that women and older persons continue to have a very low level of
participation in the labour market. Such a profile indicates that the majority of new jobs have been taken up
by non-residents (frontier workers).

2. The NAP

The measures announced with respect to Employability are basically aimed at
prevention, in particular at stopping young people joining the ranks of the
unemployed. This new approach sets out to identify needs at an early stage and to
provide close individual counselling and which will be underpinned by an increase in
highly qualified public employment service staff. The Luxembourg NAP goes
beyond the Guidelines, since the intention is to provide a new start by the third or the
sixth month of unemployment.

The objective is to activate 20 per cent of the unemployed; this will certainly be
exceeded in that the Luxembourg NAP aspires, from 1999 onwards, to achieve a
figure of 25 per cent.

It establishes various measures to ease access to jobs, for establishing firms and
developing risk-capital markets, to encourage entrepreneurship. It should be stressed
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that the authorities are determined to co-ordinate the simplification of administrative
procedures across the board.

Numerous measures and incentives are envisaged to improve adaptability. The
tripartite agreement on working-time patterns and work organisation deserves special
mention in that it places responsibility on the social partners within a new legislative
framework. The Luxembourg authorities are making a considerable effort on the
equal opportunities front. The principle of mainstreaming is used throughout the NAP
and introduces the idea of parental leave. The parental leave (6 months leave for each
of the parents paid at 1.500 ECU per month with a guarantce of reintegration in their
job) should have a significant impact on the labour market. The ambitious aim,

"namely the creation of 1 000 additional nursery places for children, merits a special
mention.

The implementation of the various measures will require additional direct budgeting
of 60 MECU per year, representing 0.4 per cent of GDP.

3. The implementation

The path chosen by the Luxembourg authorities for implementing the new provisions
devised under the NAP by the tripartite committee is both original and innovative.
The Government placed before Parliament (on 3 August 1998) a draft bill covering
the entire plan. In Parliament the examination of this bill by an ad hoc commission
will be given priority in Parliament, and a vote is due by the end of the year so that the
essential provisions can take effect on 1 January 1999.

Apart from the amendments already introduced elsewhere, almost all the provisions
required to achicve the aims of the NAP are contained in the bill. Although its
structure deviates slightly from the four-pillar, entitled "Bill for the implementation of
the National Action Plan for employment”; it adheres strictly to the solutions agreed
by the tripartite co-ordination committee when the NAP was submitted.

Government departments have not yet completed their evaluation of the financial
implications of the various measures. The entrepreneurship measures will probably
absorb 25 MECU principally via the fiscal incentive measures in favour of Small and
Medium sized enterprises and self-employed, whereas the introduction of parental
leave can also be estimated at a cost of 25 MECU per year. The creation of 140
additional jobs in the public sector to manage and implement the NAP will cost 3.7
MECU annually. The total expenditure will be partly covered from within the
national budget and partly generated from an additional tax of 1 franc on petrol, a step
that should channel some 20 MECU into the employment fund.

The standing committee on employment (tripartite committee) will be responsible for
the follow-up work. It will regularly review progress made, and a comprchensive
impact assessment is to be carricd out as from the third year or, at the latest, in five
years. The employment authoritics have been publishing a monthly bulletin on the
jobs market since January 1998.

- Over the first five months of 1998, the number of people benefiting from existing
active employment-promotion measures increased by 50 per cent in year-on-year .
terms.
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4. Contribution from the social partners

The measures described in the NAP were agreed jointly with the social partners. The
contents of the guidelines adopted at the Luxembourg European Council were
included in the Collective Agreements Act as compulsory components of collective
negotiations: employment will thus become one of the central issues for industrial
relations in Luxembourg.

The social partners will be obliged to negotiate on work organisation and patterns of
working time, firms' training policy, increasing employment, and equal opportumtles
in the firm or sector concerned.

5. The role played by the Structural Funds

The Luxembourg NAP attaches considerable importance to broadening and
intensifying "innovative" measures launched with the support of the ESF over the last
few years, which include:

». early identification of needs and individual counselling,
» promotion of continuing vocational training in firms (by use of Objective 4);

» the creation of special centres to handle SME-related formalities (i.e. a single
office for dealing with administrative procedures).

‘ Annual data EU
Employment Indicators ' 1997 1996 - 1992 1997
‘Total Employment Kate - 60,6 99, 0,0 00,
Men 756 750 76,8 70,5
Women 4651 43,01 46,6 50,5
Total Employment Rate (Full-time equivalent 88,41 5/7,3] 59,4 955
Men 756 7490] 76,5 68,
vwomen 47,01 40,3] 44,0 426
Unemployment indicators o
otal Unemployment Rate 2,0 3,0 21 10,
Men 1,8 2,2 1,7 \
Women 3,8 4.3 2,8 124
Youth Unemployment Ratio 2,7 3, 1,9 9,8
Men 2.2 4,3 2,2 ,
women 3.2 3,2 6] 9B
Long-Term Unemployment Rate 0,9 0,8 0,4 0,2
Men 0,6 0,7 0,3 4.5
vwomen 1,9 1,2 0,5 6.2
‘ Growih rates ET
Employment-Related Economic Indicators 1997 1996 - 992-97 - 1997
otal Employment Growth ™ na.| Z,58] 1,806 0,93
Real GDP Growth 41 2,6 3,6 26
Labour Productivity Growth 1.8 0,0 12 2.2
Real Unit Labour Cosls -1, 1,38 -1,0 -0,9
Source: Eurostat * LU average = 92-96
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NETHERLANDS

Summary

TheDutch labour market has performed relatively well in terms of job creation and
reduction of unemployment. However, the Netherlands still has one of the lowest
rates of participation of persons above 55 in employment. The Dutch NAP provides a
solid basis for tackling the key problems of the labour market. Following the recent
elections, the new government has put forward a revision of its employment strategy,
which clarifies to a large extent the general policy framework laid down in the NAP.

Personalised integration plans are to be the major tools to prevent youth
unemployment and long-term unemployment.  They also have their place in
reintegrating those who have slipped into long-term unemployment. It is not clear if
the targets set for youth and adult long term unemployment will be met. The
Commission and the Dutch Government are in agreement that this will be the subject
of clarification in the next NAP.

Different initiatives are being taken or are under preparation by the new Dutch
government to implement the four pillars. VAT will be increased by about 1.5
percentage points and the energy tax on households will be doubled in order to
finance the reduction in direct taxation Sso that amongst other things,
entreprencurship and job creation are encouraged.

The measures announced in the Dutch employment plan concerning the increased
provision of childcare facilities and the further development of part-time work will
play an important part in improving the participation of women in employment.

The social partners have played a decisive role in the improvement of employment
and the reduction of unemployment over a number of years. They have been
consulted for the NAP and they have negotiated several collective agreements that
include specific measures to promote training and/or employment. A new law has
been passed by the Parliament, giving employers greater flexibility while at the same
time ensuring greater protection for temporary staff.

1. The employment situation

The employment rate for men and women is well above the Community average,
though in full time equivalents, the rate for women is lower than the EU average as is
that for persons over 55. Two thirds of all working women have part-time jobs. The
unemployment rate went down to 5.2 per cent in 1997, which is about half the
Community figure.

In 1997 the real Dutch GDP growth was 3.4 per cent, compared to an average of 2.6
per cent for the period 92-97. Economic growth for 1998 as a whole is expected to
come out at 4 per cent.

The most recent figures on employment from the first quarter of 1998 show trends in
vacancies and unemployment suggesting a continuing strong growth of employment.
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The employment rate increased from 63.7 per cent in 1992, to 67.5 per cent in 1997
and is expected to attain 69 per cent in 1998.

The unemployment rate dropped from 6.3 per cent in 1996 to 5.2 per cent in 1997
Dutch youth have benefited most from the economic upswing and this can be seen in
the sharp decline in youth unecmployment.

In 1997 active employment mecasures represented 1.53 per cent of GDP, which is
higher than in the 3 previous years. However, passive measures account for 3.33 per
cent of GDP.

Employment indicators Uncmployment indicators
emplrate unem. rate
p
— 1997 ——1997
.ce=-«1092 1 - - --1992

empl empl long- Yout
growth 55- teremp urhemp
64 I | ratio
emplgender unemp gender

gap

The Dutch labour market has performed relatively well in terms of job creation and overall unemployment.
In both these dimensions, Netherlands is among the best performers in the Union. As a result of fast
employment growth, the employment rate improved over the last five years, and proportionally more for
women than for men. However, Netherlands still has one of the lowest rates of participation of older persons
in employment, which combined with very low youth unemployment, may suggest an inter-generational
trade-off in employment policy.

2. The NAP

It should be noted that the Dutch NAP was prepared in the run-up to the elections in
the Netherlands. It conforms to the EU guidelines, while leaving the room for
manoeuvre needed by the new government.

The establishment of the Centres for Work and Income, linking together social
security and the employment and social benefit services, constitutes an important
element in employability. Priorities for the life-long learning principle are laid down
in the “life-long learning” action programme and focus on a closer co-operation
between training providers, employers and vocational training institutions.

A reform of the tax system has been announced, with reductions planned in the tax
burden on employees. Furthermore, reduction in the tax or administrative burden for
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small and medium sized enterprises will be implemented. These will be some of the
cornerstones to encourage entrepreneurship.

The new “Flexibility and security” law, giving employers greater flexibility and
adaptability while at the same time ensuring greater protection for temporary staff.

Concerning equal opportunities, several measures are foreseen to improve the
reconciliation of work and family life. An important effort has been planned to ensure
a considerable expansion in childcare facilities and after-school supervision.

An integration plan will be drawn up for every young unemployed person signing on
at the Employment Office. Substantial extra funds have been set aside for personalised
integration plans to provide all unemployed persons with a new start before the end of
the first year of unemployment. As rcgards the activation target, it is anticipated that
half of the jobseekers with a reasonable potential for integration in the labour market
will be offered an individualised reintegration programme. In view of this, the Dutch
authorities could comply with the 20% activation target. Further clarification is
required asit is unclear whether or not the Dutch NAP will achieve the targets set for
youth and adult long-term unemployment.

3. The implementation

The progress achieved in implementing the measures announced in the Dutch NAP
varies considerably depending on the measure in question.. For some, the legislative
framework is already in place, while others are included in the policy framework
adopted by the new government, for which the operational instruments still need to be
developed.

In August, the new government presented its policy guidelines for the next four years.
Particular attention has been devoted to employment measures, reflecting the
importance attached to the European employment strategy. In addition to the budget
already available for active employment measures, the government has set aside
additional funds for supporting measures under the employment guidelines, which
will amount to 1 600 MECU in 2002, which represents 0.55 per cent of GDP.

The new government has decided on a reduction of the tax burden amounting to at
least 2 000 MECU over the period 1998-2002. The tax reform, to be implemented in
2001, will produce a shift from direct to indirect taxation. The combined effect of the
increase of the VAT (from 17.5% to 19%) and the doubling of the energy tax for
households will raise about 3 400 MECU.

Since the publication of the NAP, the social partners have continued to play an
important role and already have negotiated several collective agreements that include
specific measures to promote training and/or employment. Likewise, the social
partners have been consulted on the action programme “Lifelong Learning”.

Before the end of 1998, a new law aimed at better reconciling work and family life
will be presented to Parliament. Moreover, major improvements in childcare facilities
have also been announced.

The new “Flexibility and sccurity” law giving greater protection for temporary staff
has been passed by Parliament and will enter into force at the start of 1999,
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The reform of the tax system and the reorganisation of social security and the
employment services are key elements in the employment strategy of the Dutch
authorities. These measures will not be fully operational until 2001. Nevertheless,
the description given in the implementation report provides a picture of the lines of
action envisaged and enables a prior assessment to be made of their potential impact.

In view of the increased decentralisation in the Netherlands, the local and regional
authorities will be involved in the execution on the ground of many of the proposed
measures and will play a key role in the implementation of the Plan.

The Dutch government has put in place specific mechanisms and procedures at
national level to monitor and evaluate the implementation of the NAP and its impact.
Further reflection on the choice of indicators will be necessary in the framework of
this exercise.

For the first two policy guidelines, an evaluation of the impact on the duration of
unemployment is planned.

4. Contribution from the social partners

The Netherlands has traditionally seen a very active involvement on the part of the
social partners, particularly on the Socio-economic Council and the Joint Industrial
Labour Council. The social partners have been consulted for the NAP, in particular
on those guidelines where they have direct responsibility.

Documents such as "Agenda 2002" and the new “Flexibility and security” law are
excellent examples of the involvement of the social partners in defining a new
policies.

5. The role played by the Structural Funds

In the period 1994-1999 the ESF will provide 1450 MECU for the funding of
employment programmes. The important role of the ESF is emphasised particularly
in the implementation of measures encouraging employability and equal
opportunities.

The ESF is financing measures under all the pillars, however the weight of funds is
concentrated on employability.

It is generally recognised that the ESF will be a major instrument for the further
development of the employment strategy laid down in the NAP.
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T Annual data EO
Employment Indicators 1997 1996 1992 1997
Total Employment Kate bb,/|  b5,1 63,5 00,5
Men 78,11 7o,/] /76,7 70,5
Women 54,9] 53.2] 50,1 50,5
Total Employment Rate (Full-time equivalent 54,11 521 51,9 55,5
Men 1,71 ©9,7] 70,5 68,7
VWomen ~3b,b]. 34,0 33,9 42,0
tUnamployment Indicators
‘Total Unemployment Rate 9,2 B3] obm 10,7
- Men 3,9 5,0 4 9,3
women 0,9 811 7.8 12,4
Youth Unemployment Ratio 0,1 7,0 5,0 9,8
Men 58 6,9 4.7 9,9
Women 0.4 7,1 52 9.6
Long-Term Unemployment Rate 2,9 3,0 2,4 5,2
~ Men 1,9 2,0 1,8 45
VWomen 3,2 3,0 3,1 0,2
Growlh rates EQ
Employment-Related Economic Indicators 1997 1996 992-9q9 1997
Total Employment Growth 2, /9] 2,13 1,47 0,53
Real GDP Growth 3,4 3,3 25 26
Labour Productivity Growth 1,0 1,9 1,9 2,2
Real Unit Labour L osts -0,3 -0,7 -0,6 -0,9

Source: Eurostat
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AUSTRIA

Summary

The Austrian NAP, together with the implementation report, aims at a comprehensive
approach, with a clear emphasis however on the employability measures. The policy
mix includes a wide range of individual measures, the overall effects of which
however is yet difficult to assess. The NAP also includes a package of additional
measures, extending beyond the existing guidelines, ranging from moves to combat
undeclared work, through investment in research and technology, to infrastructure
policy. '

The NAP represents a further move towards a more active labour market approach,
supported by a substantial increase in budgetary resources. The Austrian government
has announced its intention to achieve the target of halving the inflow into youth and
adult long-term unemployment in five years time and to find appropriate financial
resources on a yearly basis to support this process. However this commitment falls
short of addressing fully the prevention targets set by the guidelines. The NAP
contains an undertaking to raise to 20 % the number of unemployed taking part in
activation measures by the year 2002.

A further impetus lies on gender mainstreaming actions in favour of equal
opportunities in the labour market. Childcare facilities are strengthened significantly.
Under entreprencurship, business start-ups are beign facilitated. There are welcome
efforts of improving the transition from school to work, adjusting the apprenticeship
systems to new needs in the labour market as well as preventing and reducing school
failure, but stronger efforts to firmly establish the principle of life-long learning are
needed.

The traditional Austrian partnership is omnipresent, covering both social partners
and regional actors. Beyond the involvement of the social partners, a strength of the
implementation of the NAP is the setting up of observation and evaluation structures,
the clear allocation of responsibilities and the development of elaborate statistical
data

1. The employment situation

Despite a slight deterioration in recent years, the Austrian labour market ranks well
compared to most EU countries and displays very low rates of unemployment.

GDP érowth (2.5%) in 1997 was in line with the EU average and up on the previous
year,

The overall rate of unemployment was 4.4 per cent in 1997, the second lowest level of
EU countries after Luxembourg. Like in most other EU countries, unemployment is
somewhat higher for women (5.3 %) than for men (3.6 %). Austria enjoys one of the
lowest unemployment ratios among young people (4.4%), again outperformed only by
Luxembourg. The share of long-term unemployed (1.5%) is significantly below the
EU average. The country is also a top performer in terms of the overall employment
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rate (69.9%, women 59.5%, and men 80.4%). When measured in full-time
equivalents, Austria comes in second after Denmark.

Total expenditure in labour market policies in terms of GDP is 1.73%. In 1997, three
quarters of the resources (1.29%) were spent for passive and only one quarter (0.44%)
for active measures.

Employment indicators Unemployment indicators
empl rate unemp. rate
—_— 1997 — 1997 .
- ---1992 « -~ -1992 1A

empl. empl. long-term_, » ¢ Youth
growth 55-64 unempl - ' unemtpl
ratio

empl gender gap unempl gender gap

Austria displays one of the strongest labour market performances in the Union, being among the three best
performers in terms of the overall employment rate, and of indicators on overall unemployment, including
youth and long-term unemployment. The very low youth unemployment reflects the dual-use system.
However, Austria's main weakness lies in the difficulty of retaining older workers in employment, suggesting
an inter-generational trade-off maintained by relatively generous early retirement conditions.

2. The NAP

Clear emphasis is put on the employability pillar, but all the guidelines receive due
attention. In gencral, the NAP represents a significant move towards a more
preventive and activating labour market policy approach. Relying on their well
established experience, the Public Employment Services will be the main actor in
implementing the envisaged programmes. There is a clear indication that other parties
will be involved as well (Social Partners, the Lénder and municipalities, other regional
bodies, “Territorial Pacts”). The NAP also endorses a set of specific short-run
temporary measures to help school leavers with difficulties to find apprenticeship
positions.

Ambitious objectives are set regarding the quality of the school system. Here the goal
is to reduce the share of 20-24 year old without further education or training from
20% to 15% in the medium term and to less than 10% in the long run.

With regards to the two prevention targets, the goal is to cut in half the number of
young people and of adults moving into long-term unemployment. This undertaking
does not meet the prevention targets set by the guidelines. There is a commitment to
meet the activation target by the year 2002.
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With regard to entrepreneurship there is a focus on measures to promote start-ups of
new businesses and to reduce administrative and regulatory barriers for employment,
in particular in Small and Medium size enterprises. In general, the employment
potential in the sector of business-related services and in the social services (“third
sector”) will be more fully utilised.

Regarding the adaptability pillar, most actions fall within the responsibility of the
Social Partners. Several problem areas have been correctly identified, but it remains to
be seen where agreement on appropriate action can be reached. Little information is
available as to fostering in-firm training and upgrading workforce skills.

Policies for Equal opportunities between women and men focus on further
improvements in the supply of childcare facilities (with additional resources
amounting to 87 MECU ringfenced for 1998 and 87 MECU for 1999) and on
mainstreaming gender targets in labour market programmes. Back-to-work
programmes for disabled will be expanded.

Additional funds have already been provided both for 1998 and 1999. However, very
little information is provided as to the required financial, staff or technical resources
regarding the years 2000-2002.

3. The implementation

Action is concentrated on improving the labour market situation for youngsters in
general, including several measures in the field of education and training. Short-run
actions aimed at avoiding expected bottlenecks in apprenticeship training were
introduced. A temporary safety net has been devised for up to 4000 school leavers
who may fail to obtain an apprenticeship position in the months to come.

Several legal and administrative preparatory steps have been taken regarding the
strategic goals of active labour market policy as conducted by the Public Employment

Service.

Regarding entreprencurship, several measures have been implemented to improve
conditions for business start-ups. A reform of unemployment insurance allowing
people to retain their acquired benefit claims is intended to encourage taking up self-
employment. A special programme, MINERVA, which provides information and
advice for women setting up their own businesses, has been extended geographically.

As to Equal Opportunities, additional facilities and budgetary allocations for child
care have been provided. The preventive approach was also strengthened for disabled
people threatened by unemployment, offering them special vocational rehabilitation.

The partnership in shaping and implementing the NAP is not confined to the social
partners, but extended to other actors as well. Territorial Employment Pacts are seen
as the principal instrument to achieve better co-ordination and joint implementation of
employment policy measures at the regional level. However, no formal agreements
along these lines have yet been concluded. ’

With regard to initiatives aimed at monitoring the NAP implementation, adequate
structures for continuous administrative follow-up, assessment and intervention have
been set up. A governmental steering committee was set up with a comprehensive
mandate. Statistical databases offer the possibilities to monitor in detail the
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development of stocks and flows in the labour market and the transitions between
different states.

Additional budgetary means for all youth measures amounting to 100 MECU in both
1998 and 1999 are foreseen under the heading of fighting youth unemployment. As
far as additional measures in the NAP are concerned the budget for active labour
market policies has been significantly increased from 1997 to 1998 by 36 MECU for
1998 and from 1998 to 1999 by 144 MECU.

4. Contribution from the social partners

Given their role, particularly in economic policy making, the involvement of the
social partners in drawing up and implementing the NAP is comprehensive.

Beyond their role in modernising work organisation, with a view to responding to
structural changes, the social partners contribute to the development of framework
conditions and training curricula for the various apprenticeship occupations. They are
actively involved in the implementation of the safety net scheme for the young.

5. The role played by the Structural Funds

The ESF represents an integral part of overall active labour market policy.
Nevertheless, partly because of the broad variety of policy interventions and the
decentralised implementation process of specific instruments, apart from providing
overall figures no details are given for the European Social Fund contributions under
the policy measures announced in the NAP.

Annualdata EU
Employment Indicators 1997 1996 1992 1997
‘Total Employment Rate 69,81 069,85 /70,7 oU,0
Men 80,41 80,1 82,5 70,5
Women 598,51 59,5 58,9 50,5
Total Employment Rate (Full-tme equivalenty 63,5] 03,6 n.a. 55,5
Men 7591 76,0 n.a. 6B,
women 51,3 ot1,2 n.a. 47,
Unemployment Indicators
Total Unemployment Rate 4,4 4,3 n.a. 10,7
Men 3.6 3,6 n.a. 9,
Women 53 53 n.a. 12,
Youth Unemployment Ratio 44 4.1 n.a. 9,8
- Men 43 4.5 n.a. 9,9
Wwomen 4.1 3,7 n.a. 9,06
Long-Term Unemployment Rate 1,5 1.4 n.a. ,
Men 1.4 1,2 n.a. 45
women 1,0 1,9 n.a. ,
Growth rates
Employment-Related Economic Indicators 1997 -~ 1996 992971 1997
I'otal Employment Growth 0,241 -1,30] 0,95 0,53
Real GDP Growth 2,9 1,6 1,8 2,0
Labour Productivity Growth 2,0 2,1 2,0 2,2
Real Unit Labour Costs -2,3 -2,9 -1,4 -0,9

Source: Eurostat
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PORTUGAL

Summary

The NAP is a coherent response to the labour market situation in Portugal ,
characterised by higher employment and lower unemployment than the EU average,
but also by hidden structural problems. The NAP deals with the problem of
accumulated shortcomings in the schooling of the population and the qualification of
workers, namely through enhanced education and vocational training and an
increased co-ordination between the education and training systems.

Concerning the prevention of youth and adult long-term unemployment there is-the
commitment to offer to every young or long-term unemployed in the framework of a
“Personal Employment Plan”, an employability measure, before reaching 6 months
(youngsters), or 12 months (adults) of unemployment. A territorial approach will be
implemented in order to cover all the country by the end of year 2000. On the
activation target it is established that the objective of having 20% of the unemployed
attending training actions should be achieved by 2002 and on lifelong training it is
foreseen to increase the training of the employed population to cover 10% of the total
employed active population in the year 2002. Portugal is strengthening the Public
Employment Service's capacities in the organisation and management of the
employment policy, namely in the individualised and personalised follow up that those
services must perform in the context of employability.

The Portuguese Government is already dealing with the risk of a mismatch between
the skills of the labour force and the jobs available, supporting the retraining of
unemployed young graduates. The reinforcement of workers’ qualification is
important in order to confront an eventual downturn in the labour intensive sectors
that could increase unemployment among less qualified workers with a low potential
of adaptability.

The existence of a very large number of measures in the Portuguese NAP will require
the use of strong co-ordination mechanisms and a close monitoring of the interaction
between them. :

The signature by the Social Partners of a Joint Statement to the NAP is a significant
step forward in relaunching the social dialogue in Portugal.

1. The employment situation

The employment rate in Portugal is higher than the EU average. Total unemployment
rate, youth unemployment ratio and long-term unemployment rates are below the
European average.

After the 1993 recession and a slow recovery in 1994-1995, the Portuguese economic
and labour market situation has improved steadily throughout the last three years, with
a GDP growth of 3.7% in 1997.
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The total employment rate grew slightly from 1996 (66.0%) to 1997 (67.5%), but is
lower than in 1992 (68.7%). The unemployment rate went down from 7.3% in 1996 to
6.8% in 1997 and is substantially lower than the EU average. The female
unemployment rate (7.8% in 1997) is higher than that for males (6.0 %). The youth
unemployment ratio has fallen from 7.2 % in 1996 to 6.2 % in 1997. The rate of long-
term unemployed has been reduced slightly (from 3.6% in 1996 to 3.5% in 1997).
These trends arc confirmed in 1998 by the national data presented in the
implementation report.

However, some of thesc improvements hide structural problems: accumulated
shortcomings in the schooling of the population; a high level of underemployment; a
large number of unstable and atypical jobs; poorly qualified workers with low
potential to adapt; and a sectoral structure in which labour intensive activities with
low average wages are still predominant.

Expenditure for public labour market policies in Portugal is 1.97% of GDP (1996),
with active measures amounting to 0.95% and passive to 1.02%.

Employment indicators Unemployment indicators

empl. rate unemp. rate

—— 1997
- == -1992

Youth
unempl.
ratio

empl. long-term
55-64 unempl.

empl.
growth

empl. gender gap unempl. gender gap

Overall, Portugal displays a good labour market performance in the EU context. While not
being among the three best performers in 1997 in any of the eight dimensions, it succeeds
in coming close in six of them. The slowing down of the rate of job creation over the last
five years has contributed to worsening the unemployment indicators , particularly the
long-term unemployment share.
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2. The NAP
The NAP is a coherent response to the labour market situation in Portugal. It focuses

on improving overall qualifications of the labour force particularly of young people.

The Portuguese implementation report contained important additional information,
namely the quantification of the targets for the three first guidelines, the introduction
of some budget estimates, the clarification of the relationships between new and on-
going initiatives, and the explanation of the institutional changes required by the NAP
implementation concerning the Employment Public Service.

Priority is given to employability reflecting the intention of the Portuguese
Government to move towards activation and prevention. Important commitments are
made as regards the period targets fixed in the two first guidelines. Concerning the
guideline on activation it is established that the objective of reaching 20% of the
unemployed attending training actions should be achieved by 2002 (65.000 trainees).
Particular importance has been given to the promotion of the Apprenticeship System.
To this end, Portugal has established a target by which the number of youngsters
benefiting from apprenticeship schemes will be doubled in a 5- year period.

On entrepreneurship, three guidelines are practically ignored: Encouraging the
Development of Self-Employment, Making the Taxation System more Employment
Friendly and Reduction of VAT on Labour-intensive services). However, reasonable
explanations are given for this based on the Portuguese labour market, and concerning
the reduction on non-wage labour costs a reform of the social security system is being
proposed by the Government to the Parliament. Some measures related to this reform,
namely a flexible approach to retirement age, arc expected to be adopted by the
Government by the end of 1998.

Under the adaptability pillar, priority has been given to on-the-job training in Small
and Medium Size Enterprises. The social partners confederations signed an agreement
related to the modernisation of work organisation. The Government is committed in
revising the labour legislation, encouraging the use of new types of contracts more
adjusted to new types of employment (part-time work, telework).

On equal opportunities, measures are foreseen to support the care of trainees’
dependants and pre-school services for trainees’ children. The NAP establishes an
increase of 25% in the degree of employability of people with disabilities.

The Portuguese NAP was built up mainly from a combination of short-term objectives
(for 1998) and medium-term objectives (the coming five years). The NAP objectives
will be integrated in the Plan and Budget for 1999 and the National Economic and
Social Development Plan for 2000-2006 will adapt the national employment priorities
according to the European guidelines.

3. The implementation
During the first half of 1998 the Portuguese government adopted several new
measures or revised existing ones in order to ensurc the objectives defined in the

NAP.

The main initiatives concerning the prevention of youth and adult long-term
unemployment were launched on 1st July 1998. They involve the preparation of the
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Employment Public Services and adopt a territorial approach. There is an ambitious

commitment to offer, by the year 2000, to every young or long-term unemployed, in

the framework of a personal cmployment plan, an employability measure

(Placement/employment, training /education/ professional experience, third level

guidance), before reaching 6 months (youngsters), or 12 months (adults) of-
unemployment. The personal employment plan will be set until 3 months after young

people register as unemployed and until 6 months after adults do so.

Other new initiatives forcseen in the NAP are still under preparation. An important
one is the implementation, through the Public Employment Services, of flexible
training paths, which can offer to the trainces the conditions to manage their own
process of acquiring skills.

The Portuguese NAP will be monitored and evaluated at different levels: at social
dialogue level through the Permanent Committee of Social Dialogue; at governmental
level via the NAP Monitoring Commission; at Ministry of Labour and Solidarity
level, a specific structurc was created; and at local level through officials to be
appointed by the Employment Local Centre. The involvement of other partners is
foreseen, namely in the Regional Employment Networks and Territorial Pacts

The NAP does not contain a complete budget estimate. However, thére is an
indication of significant resources to be mobilised on prevention of youth and adult
long term unemployment, on the activation target and on promotion of lifelong
training.

4. Contribution from the social partners

The most relevant social partners signed a joint Declaration on the NAP. The
Government prepared and submitted to the social partners a first Monitoring Report
concerning the first quarter of the implementation of NAP. The participation of social
partners in the discussion of the new role of the Employment Public Service and in the
implementation of Regional Employment Networks and Territorial Pacts, is already
underway.

5. The role played by the Structural Funds

The implementation report states that the employment, education and training policies
presently framed by the CSF have a transversal nature, making it difficult to budget
the contribution of structural funds, namely the ESF, to each guideline.

Nevertheless the Portuguese CSF (1994-1999) is the NAP’s main source of financing,
and additional national resources seem scarce. In general, all the programmes are co-
financed by the ESF. In the current year a participation of ECU 560 millions (80% of
CSF allocation in 1998) is foreseen for the implementation of employment and
training measures and initiatives. Other financial contributions are not fully calculated
at this moment. For instance, a contribution of 60 millions ECU to support the social
security exemptions for job creation projects is expected.
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-Annual data EU
Employment indicators 1997 1996 19892 | 19887
Total Employment Rate 67,5|] 66,0] 68,7 60,5
Men 77,2 75,8 81,8 70,5
Women 58,6/ 56,91 56,9 50,5
Total Employment Rate (Full-time equivalent)] 62,5 61,8] 65,5 55,5
Men 72,8 721 78,3 68,7
Women 53,1 52,21 541 42,6
Unemployment Indicators : : ¥
Total Unemployment Rate 6,8 7,3 4,2 10,7
Men 6,0 6,5 3,6 9,3
Women 7,8 8,3 5,0 12,4
Youth Unemployment Ratio 6,2 7,2 4,9 9,8
Men 54 6,7 4,9 9,9
Women 7.1 7.7 4.9 9,6
Long-Term Unemployment Rate 3,5 3,6 1,2 5,2
Men 3,0 3.1 0,8 4,5
Women 4.1 4,3 1,7 6,2
Growth rates T EU
Employment-Related Economic Indicators 1997, 1996 992.971 1997
Total Employment Growth 1,92 0,68 0,00 0,53
Real GDP Growth 3,7 3,0 2,1 2,6
Labour Productivity Growth 1,4 2,4 2,3 2,2
Real Unit Labour Costs 0,5 0,4 -0,9 -0,9

Source: Eurostat
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FINLAND

Summary

The NAP is explicitly based on Finland'’s convergence programme approved in 1997,
and aims at a policy mix integrating macroeconomic and structural policies with a
view to reducing unemployment. The active labour market policies are undergoing a
reform partly preceding the NAP but considerably strengthened by it. This includes
revising the rules for unemployment compensation and employment subsidies,
renewing work practices and additional resourcing of the employment services, as
well as reforming regional structures of the labour administration.

The three EU-wide operational targets have been addressed properly. In addition to
quantitative targets, there are plans to assess the quality and impact of the action by
research and monitoring structures. The consistency and comparability of
employment and unemployment statistics poses a problem. The Commission and the
Finnish authorities will collaborate in the further development and exchange of
experience on the appropriate monitoring tools.

The Finnish NAP is a combination of preventive and curative action. There is a move
towards more prevention, but attention is also paid o the stock of the unemployed to
promote an improvement of the employment rate. Job-search plans with regular
interviews are introduced for all unemployed job seekers and new activation periods
Jor those out of work for very long periods. In 1997, active measures covered 22.7%
of the unemployed job seckers, and will further rise to 25% this year. All active
measures include an element of training. The proposals made under the adaptability
pillar are built on agreements between social partners and public administration,
aiming at modernising the working life and introducing lifelong learning. The social
partners are also involved in the implementation of many equality measures.

The NAP contains a strong emphasis on measures ensuring the availability of skilled
labour force and at the same time on preventing polarisation in the labour market.
Extensive training programmes have been launched to meet the demands of the
growing electronic and information sectors. The proposals to ensure a balanced
economic growth, to activate those under greatest risk of exclusion, and to encourage
ageing workers to remain at work until they have reached their retirement, are being
given priority in the implementation.

1. The employment situation

Finland is recovering from a severe structural shock in the early 1990s which
prompted cuts in public scctor expenditure and employment as well as reforms in
various sectors of the economy.
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The employment rate in Finland is rising- steadily, being in 1997 about three
percentage points higher than the Community average. Unemployment , in particular
for young people, is still one of the highest, but is falling at an cven rate.

Total GDP increased by 5.9 per cent in 1997 and has continued to grow very rapidly
also in 1998. Economic growth is mainly supported by export and manufacturing. For
example, manufacturing output increased in January-June by more than 9 per cent
from the same period last year.

The total employment rate increased to 63.9% in 1997, but is still behind the rate of
1992 (66.2%). The goal set by the Finnish Government is to reach 68% by the year
2002. Employment is improving more quickly for men than for women.

The total unemployment rate rose to 18.4% in 1994, but has since then fallen to 13.1%
in 1997. Next year, according to national authorities, the unemployment rate is
expected to drop to 9%. Youth unemployment in 1997 was one of the highest in the
Community, but is decreasing as labour market demand for young skilled workers is
increasing. Long-term unemployment is decliningat a slow rate. During the economic
upswing, the structural features of unemployment have become more apparent: the
average length of the unemployment spell has increased, aged workers have greater
difficulty in finding jobs and regional disparities are growing.

Public labour market expenditure was 4.79% of GDP in 1997; however active labour
market policies amount to only one-third of all labour market policy expenditure. In
1998 a total of ECU 1.1 billion was set aside for active labour market measures.

Employment indicators Unemployment indicators
empl. rate unemp. rate
1997 1997
- - - =1992 1: - =~ =-1992 1f

Youth
" unempl.
ratio

empl. long-term
55-64 unempl.

empl.
growth

[ 4

empl. gender gap unempl. gender gap
Finland displays a very uneven labour market performance in the EU context. Whereas policies seem to have
been quite effective in closing down the gender gaps and maintaining a low share of long-term unemployment,
unemployment in general and of young people in particular remains high, Whereas job creation has been
proceeding fast over the last five years, this has not yet been translated into a sustained improvement of the
unemployment situation.
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2. The NAP

A special emphasis is given to employability. The labour market reform put in place
in January 1998 constitutes probably the most important element in the Finnish NAP.
Each registered job searcher will be offered an employability and job-search plan,
which is based on his/hers individual needs. Finland has alrcady achieved the 20%
target, but has committed itself to maintain the present level of active measures. The
labour market policy reform will notably increase expenditure for active measures.

Under entrepreneurship, several measures to ease the administrative burden on
businesses are introduced. The principles of developing Small and Medium size
enterprises include developing the business environment and working life alongside
with promoting growth and competitiveness. Concerning adaptability, the social
partners have been actively involved in designing the various proposals. As to equal
opportunities, the public administration will get guidelines on how to prepare
government proposals with equal opportunities approach. An effort to support woman
entrepreneurship can also be found in the NAP.

3. The implementation ,

A special emphasis is given to the employability pillar. The labour market policy
reform ensures that a job-seeking plan is drawn up for all registered unemployed
before 5 months of unemployment. This individualised service calls for adequate staff
resources on the ground. The PES staff was increased for this purpose with 170
qualified counsellors, equivalent to an 8-9% increase. With the provision of new staff,
there are now 175 registered unemployed per PES official.

In education and training policies several new legislative reforms are being prepared.
New legislation concerning the vocational training will enter into force in January
1999, which for example links apprenticeship training closely to other vocational
training. At the samc time, the pedagogic elements in apprenticeship training will be
reinforced. All vocational training will after 1999 be extended to three years, and each
examination will include a practical work experience of 6 months minimum.

Due to a growing demand for highly trained personnel in electronics and information
technology, an extensive training programme for electronic and information
technology industries was initiated at the beginning of the year. It will be
implemented during 1999-2002, and will cost about MECU 130. It is worth noting
that the ESF co-finances this programme.

Under entreprencurship, proposals to simplify administrative procedures concerning
businesses will be made before the end of 1998. In addition, the government is further
reducing taxes on labour, a total of ECU 0.91 billion in 1998 and 1999. The cuts are
equivalent to about 2.0% of the total payroll. To ensure the growth of knowledge-
intensive sectors, public funding for technology will grow by 25% between 1997 and
1999. The overall target for R&D investment has been set to 2.9% of GDP.

To promote adaptability in businesses and their employecs, the discussions with the
social partners on modernising work organisation have continued. Research projects
on atypical work and its implications for employment have been initiated. The
Ministry of Labour started to implement its lifelong learning strategy in June 1998
covering such arcas as work organisation and personnel development, work sharing
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and anticipation of labour market trends. An extensive information campaign was
launched to keep the ageing workforce in the labour market.

As to strengthening policies for equal opportunities, a study on the equal opportunities
work organisation was initiated, covering 12 work places. Parental leave has been
made more flexible in June 1998 with an intention to encourage more fathers to use
such leave.

The Government has set up a high-level working group to monitor the
implementation. The implementation of the labour market policy reform is carried out
by the regional and local public employment offices and their partners. Statistical
follow-up systems are under design to monitor the implementation. In addition to
quantitative monitoring, there are plans to assess the quality and effectiveness of the
job-seeking plans; national quality criteria are to be defined to ensure the even quality
of the plans. Research funds are heavily allocated to evaluate the reform from this
year on.

By approving the NAP, the Government of Finland simultaneously made the decision
to allocate the necessary financial resources. The budgetary framework for 1999-2002
is the reference for the implementation.

4. Contribution from Social Partners

The social partners, actively involved in the design of the NAP, have also taken
responsibility in the implementation of certain measures. Especially under the
adaptability pillar, the social partners are preparing the implementation of several
measures. To ensure easy execution, labour market reforms are negotiated with the
social partners before they come into force. During the spring the Government
engaged in close and constructive dialogue with the social partners to find concrete
solutions to questions like reforming the working life, promoting life-long learning
and working time policy.

5. The role played by the structural funds _

The structural funds play an important role in the realisation of the NAP. A total of
532.8 MECU will be used implement ESF programmes in Finland during 1995-1999
(equalling approximately 10% of all resources used for active labour market policies).
The ESF resources are used to support the implementation of most guidelines, and can
be explicitly found in the action plan. The ESF is used as an innovative tool to
improve and shape the labour market policies. The role of the ESF is visible, and can
be evaluated together with the other actions. The ESF is presented as an important
complementary element in the NAP.
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Annual data EU
Employment Indicators 1997 1996 1992 1997
Total Employment Rate 03,9] ©bl4 00,2 - b0,
Men 66,9 646] 67,7 ~ 70,5
‘Women 60,8] 60,2] 64,7 50,5
Total Employment Rate (Full-time equivalent] 59,51 57,5 n.a. 55,
Men 63,51 60,5 n.a. 68,7
vvomen 09,0 04,3 n.a. 42,6
Unemployment Indicators
Total Unemployment Rate 13,1 15,3 12,3 10,7
Men 1261 149] 14,2 9,3
Women 13,7y 158} 10,2 124
Youth Unemployment Katio 17,21 19,7 n.a. 9,8
Men 178] 2056 n.a. 9,9
WwWomen 16, 18,8 n.a. 9,
Long-lerm Unemployment Rate 4, 5,1 n.a. 2,
Men 4,6 5,6 n.a. 4.5
VWomen 4.1 45 n.a. 0,4
Growth rates EO
Employment-Related Economic Indicators 1997 1996 992-9% 1997
‘Total Employment Growth 3,98 1,30 0,00 0,03
Real GDP Growtnh 5, 3,6 3,6 2,6
Labour Productivity Growth 3, 2,6 4,2 2,
Real Unit Labour Costs -3,0 -0,4 -3,2 -0,9

Source: Eurostat
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SWEDEN

Summary

Sweden has an employment rate well above the Community average, a better gender
balance than other Members States, but the employment situation has weakened as a
consequence of the restructuring of the economy.

The 1998 National Action Plan is based largely on already established Swedish
labour market policy. Since the submission of the NAP, however, some additional
initiatives have been launched. This policy puts emphasis on investment in human
capital enhancement, in particular through the Adult Education initiative, with wide
ranging inputs in basic education, employment training and skills development at the
workplace. As regards the activation of the unemployed, Sweden is applying stricter
criteria for the young (activation before 100 days of unemployment) and long-term
unemployed (activation before 6 months. During Spring 1998, about half of the
unemployed were covered by active measures.

The Swedish labour market policy has been successful in breaking unemployment
spells for both the young and adult unemployed. However, the long-term unemployed
- in particular those who relapse into unemployment spells after training - constitute
groups which require further attention.

Different initiatives have been taken or are under preparation in the other three
pillars. The low rate of job creation points to the need of enhancing action in the field
of entreprencurship. Financial room has been created for further tax reductions and
measures to increase the supply of venture capital. A tripartite agreement has been
made on upgrading of skills of employees, but the incentives to organise training have
not yet been agreed. The work on equal opportunities, the involvement of the disabled
in working life and reconciliation of work and family life are highly developed in
Sweden. The Swedish National Action Plan has been the subject of discussions with
the social partners and they are actively involved in the implementation of some of the
guidelines.

1. The employment situation

Sweden is recovering from the structural shock in the mid-1990s which led to a cut in
government expenditure and employment in the public sector.

Despite a slight decrease in 1997, the employment rate in Sweden is still well above
the Community average. The unemployment ratc is also less than one per centage
point lower than the EU average. Long-term unemployment average increased
between 1996 and 1997, but is still lower than the Community average.

GDP increased by 1.8 per cent in 1997 which was below the EU average, but growth
rates are forecasted to raise to 3 per cent for this and next year.

The total employment rate of 68.3 per cent is one of the highest in the EU. The total
employment rate for men exceeded that for women by 3.0 percentage points, which
constitutes the lowest employment rate gender gap in the Community. The part time
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element among women is substantial, 38 per cent among the employed compared to
9.3 per cent among men in 1997.

The unemployment rate has increased since 1992 and stood at 9.9 per cent in 1997. In
1992 the unemployment rate for men was higher than for women, but rates have
converged since, and in 1997 they were 10.2 per cent for men and 9.5 per cent for
women. Since August 1997, the unemployment rate has fallen due to the economic
upturn and a large number of entrants into the Adult Education Initiative. The youth
unemployment ratio decreased slightly by 0.3 percentage points during the same
period. The long-term unemployment rate increased substantially between 1996 and
1997, according to Eurostat data

The Swedish labour market policy contains a substantial element of active measures.
In 1997 the total labour market expenditures amounted to 4.25 per cent of GDP, of
which almost half (2,1 per cent of GDP) was used for active measures. In addition, the
expenditure of the Adult Education Initiative directed towards the unemployed is
estimated at 0.35 per cent of GDP.

Employment indicators Unemployment indicators

empl. gender gap

unempl. gender gap

empl. rate unemp, rate
— 1997 1997
----1992 - -~ -1992
Ld M *
empl. long-term , = * Youth
growth unempl.® = <0 " unempl.

ratio

Sweden's starting point is very favourable, but its performance has been declining over the last five years. The
record is good in terms of participation in employment, both overall and across working ages and genders, and|
also in terms of long-term unemployment and unemployment gender gap. However, the low rate of job
creation in Sweden, has contributed to worsening its position in all dimensions, except in those reflecting

equal opportunities.

2. The NAP

The Swedish NAP does not contain any significant changes to the labour market
policies pursued during the past years. The EU-wide targets for youth unemployed
and the transition from passive to active measures has already been reached. The
cornerstone of the Swedish policy is to boost education and skills development at all
levels with wide ranging inputs in basic education, employment training and skills
enhancement at the workplace.
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On employability, the NAP provides for continuation of the existing labour market
policies, as activation and prevention have been priorities in Sweden. During the last
year however, a stronger emphasis has been put on education and training. The
Swedish authorities are applying stricter definitions concerning youth and long-term
unemployed: young persons between 16-24 years old are regarded as long term
unemployed already after 100 days and adults after 6 months respectively. In Spring
1998 about 51 per cent of unemployed were covered by active labour market
measures.

As regards entrepreneurship, emphasis has been given to creating a favourable
business environment — especially for Small and Medium size Enterprises — and
fostering a business culture.

All guidelines under adaptability have been addressed. The development of a modern
and flexible work organisation is an important element under this pillar

As to equal opportunities, needs relating to childcare are well covered in Sweden, and
an extensive parental leave scheme has already been put in place. The Act on Equality
between Men and Women has been amended. Legislative proposals for elderly care
and anti-discrimination measures against people with disabilities are announced.

3. The implementation

Concerning employability, the target is to eliminate long-term unemployment for all
young people in the Autumn 1998. The total estimated cost for the youth scheme is
ECU 0.6 billion. At the beginning of 1998 a personal development guarantee for 20-
24 years old was introduced. During 1998-2001 an average of 8.000 persons,
corresponding to 1,5 per cent of the population, are estimated each month to be
covered by this scheme. The estimated cost for 1998 is 39 MECU.

The number of long term unemployed should not exceed 73,000 as a monthly average
in 1998. For all job seekers, regarded as a risk group, individual action plans are to be
drawn up within 30 days. So far, the coverage rate is about 80 % for the target group.

During the first half of 1998, the Adult Education Initiative has comprised 105,000
full-time places within municipal upper-secondary education, corresponding to
approximately 125,000 persons. Ten thousand full-time places at the Folk High
Schools can be added ti this figurc. The labour market training programme has been
expanded to include a 25 weeks training programme in modern information
technology for 10.000 students. Emphasis has also been put in reshaping
apprenticeship training. Pilot projects to develop the post-upper-secondary vocational
training have been launched, which will increase student places to 12.000 by Spring
1999.

Under entrepreneurship, the unemployed or those at risk of becoming unemployed, or
living in regions entitled to regional support, can obtain a six months start-up grant.
Since women and immigrants are under-represented, the grant period for them was
extended to 12 months. In addition, several measures have been taken to encourage
female entrepreneurship. Furthermore, the Government proposes that ECU 0.33
billion should be used annually in the period 1999-2001 for further tax reductions and
venture capital purposes.
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To encourage adaptability, the Government appointed in February this year a tripartite
working group to discuss government support to the labour market parties to upgrade
the skills level at the individual workplace. The group proposed a tripartite agreement
on a Government intervention to upgrade the skills for all employees.

On equal opportunities, amendments were made in the Act on Equality between Men
and Women to increasc obligations for employers to prevent and take action against
sexual harassment at the workplace. In addition, a Commission was appointed in July
1998 to review of the law on c.g. indirect discrimination at work and the right to claim
for damages. The labour administration combats gender segregation by investing
MECU 3 in 1998.

In 1998 a minimum of 53.000 disabled persons will be employed on a monthly
average. The resources available for achieving this target arc estimated to be ECU 1.1
billion. The physically disabled are also given priority in other employment schemes.
Furthermore, a draft statute against discrimination of the physically disabled in
working life has been submitted to the Parliament.

The implementation report does not include a complete monitoring or evaluation plan
for the whole NAP, but plans for monitoring the Adult Education Initiative and the
fixed-term employment agreement arc included. A reference group group has been
appointed to review the impact of the fixed-term employment agreement. Advanced
Vocational Training will also be evaluated.

4. Contribution from the social partners

The pilot projects on vocational training schemes are carried out in collaboration
between the social partners and the employers. The IT-fraining was also drawn up in
co-operation with the federation of Swedish Industries. Since January 1998 employees
are entitled to a /eave to start up their own business which the Swedish Trade Union
will survey. The employers’ federation will carry out a similar survey later this year.

5. The role played by the Structural Funds

The ESF contributes to the Swedish active labour market policy and reduces the
regional differences. Under Objective 3, skills development projects and setting up
new business are the most common type of measures. A common goal for all projects
is the equality of opportunities between men and women, including the physically
handicapped. The main goal for Objective 4 is the skills development in Small and
Medium sized Enterpriscs. More than 12.000 enterprises covering 200.000 employees
have been involved since 1995. About 45 per cent of the participants have been
women.
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Annual data EU
Employment Indicators 1997 : 1996 1992 1997
‘Total Employment Rate 09,51 /70,3 (72 oU,5
~Men 7121 71,91 78, /70,5
Waomen o/, /| ©8,/] /b2 50,5
Total Employment Rate (Full-time equivalen 61,9] 62,8 n.a. 95,5
Men 67.3] 6738 n.a. 08,7
vwomen b,/ 57,8 n.a. 42,0
Unemployment indicators
otal Unemployment Kate - 94 9,0 0,6 10,7
Men 10,2 10,1 0,6 9,3
Women , 9,5 9,0 4.4 12,4
Youth Unemployment Ratio 9,0 9,3 n.a. 5.8
Men 9,6 g8 n.a. [R¢]
Women 8,3 8,8 n.a. 9,0
Long-Term Unemployment Rate 3,9 1,8 n.a. 0,2
Men 3,8 2.2 n.a. 4.5
vwomen 3,1 1,4 n.a. 6,2
Growlh rates |2
Employment-Related Economic Indicators 1997 - 1996 992-97 1997
{otal Employment Growth -1,041-0,58] -1, 0,53
Real GDP Growth , 18 1,3 16 2.6
Labour Productivity Growth 2,8 1,8 2,9 2,2
Real Unit Labour Costs 0,0 3,4 -0,7 -0.9

Source: Eurostat
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UNITED KINGDOM

Summary

The employment performance of the UK looks favourable in relation to EU average.
The UK NAP reports on the on-going efforts to reform employment policies in line
with the activation approach. The main plank of this approach is the New Deal
initiative for young and adults. The activation approach for dealing with
unemployment has been widely adopted in the UK and according to the
Implementation report, the 20 per cent activation target has been presumably
exceeded. As regards prevention of long-term unemployment, the unemployed are not
eligible in the new measures until they have crossed the threshold of long term
unemployment. The New Deal alone does not strictly address the prevention criteria.
However, the activation approach includes a number of other measures, available
from the first day of unemployment in order to avoid continued inflow into long-term
unemployment.

The UK will benefit from a decisive policy of prevention in order to avoid an
increased inflow into long-term unemployment.

For the entrepreneurship, adaptability and equal opportunities pillars, a considerable
number of new initiatives have been implemented or are under development. In
particular, there is a strong policy emphasis on local measures for job creation
through self-employment. Despite this, the regional partners have not participated
significantly in the development of the NAP. There are several new measures aimed at
raising the skills level of the workforce, most notably through individual learning
accounts. This represents a major improvement in an area where action in the past
has been limited. Further initiatives are aimed at strengthening the policies for equal
opportunities (through action on childcare measures and the introduction of a
national minimum wage).

The social partners have contributed with a special declaration attached to the NAP,
in which they show the extent of their participation in the process and their
willingness to enhance their role in the future.

1. The employment situation

The employment rate in the UK is well above the EU average while both the
unemployment rate and long-term unemployment rate are considerably below the
Community average.

The UK GDP has increased by 3.5% in 1997 but is expected to increase at a slower
pace in the next two years.

Total employment has increased from 69.4% in 1992 to 70.8% in 1997. The growth in
women’s employment is twice that for men due, in part, to the increase in part-time
employment.
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Unemployment has fallen from 10.1% to 7.0% between 1992 and 1997. The male
unemployment rate exceeds that for women (7.8% compared to 6.0% in 1997) and
male youth unemployment ratio exceeds the EU average (10.7% compared to 9.9% in
1997). Long-term uncmployment is substantially concentrated among older male
workers, some ethnic minorities, lone parents and people with a disability and is
highly concentrated in a relatively small number of deprived communities.

Total expenditure in labour market policies in terms of GDP is around 1.5%. In 1997,
spending for passive measures (1.05%) still exceeded that for active (0.42).

Employment indicators Unemployment indicators
empl. rate unemp. rate

— 1997 —— 1997

- - - -1992 1 - = = =1992

empl. ) _empl. long-term
growth 55-64 unempl.

empl. gender gap unempl. gender gap

Youth

“ unempl.

ratio

The UK employment performance profile has been quite stable, and looks particularly favourable from a
comparative point of view in terms of the employment rate, and of the participation of older persons in
employment, where it stands among the three best performers. Except for the long-term unemployment
share, the performance has improved in all unemployment dimensions. The strong narrowing of the

gender gap reflects the fact that men benefited more than women from the cyclical upswing.

2. The NAP

The UK NAP places a clear emphasis on the employability pillar. The introduction of
the New Deal programme for young people in April 1998 and the proposed extension
of New Deal to adult unemployed in the autumn of this year underlines the trend
towards the activation approach.

As regards entrepreneurship, the UK sceks to create a positive climate that encourages
job creation. This is achieved, on the one hand, through a series of job creation
initiatives especially at the local level (Employment Zones, Single Regeneration
Budget, and New Deal for Communities), and, on the other, with fiscal and other
measures to reduce the financial and administrative burdens on small and medium
sized companies.

On adaptability, extensive contractual flexibility allows a great variety of working
arrangements, thus enhancing part-time work, career breaks, job sharing and family
friendly policies. The UK government considers that no further action is necessary as
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regards work organisation. However, the recent White Paper on “Fairness to Work”
aimed at improving the rights of employees in the workplace. UK fiscal policy already
treats training costs as a tax-deductible expense.

Concerning cqual opportunities, the introduction of a minimum wage will benefit
women who are over-represented amongst the lowest paid. Reconciling work and
family life is expected to be improved through the National Childcare Strategy and
Working Family Tax Credits. In addition, the New Deal anticipates some specific
programmes aimed at helping single parents and disabled back into work.

New Deal alone does not meet the preventive approach as set out in the guidelines.
Young people are only eligible once they have crossed the 6 months unemployment
threshold and adult long-term unemployed once they have crossed the 24 months
threshold (although pilot projects are taking place for 70,000 people unemployed for
12 and 18 months). For some categories of job seekers perceived to be most at risk of
becoming long-term unemployed cligibility starts from the first day of unemployment.

The activation approach of the New Deal is complemented by the Job Seecker’s
Allowance regime which, together with employability measures provided by the
Employment Service, ensures that all Job Seeker’s Allowance recipients are offered a
comprehensive scries of interventions (interviews, guidance, job placing) from the
first day of unemployment. The Travel to Interview Scheme is offered to all Job
Seeker’s Allowance recipients unemployed for 3 months and it is intended that Job-
search Plus will be offered on a similar basis.

The UK has a broad understanding of activation. The target of 20% has been exceeded
if coupling both “active benefit regime” measures (Job Seeker’s Allowance,
Employment Service measures, programmes for people unemployed for 3 and 6
months) and New Deal. However it is not possible to determine the exact proportion
of long-term unemployed who benefit from such measures.

The timetable for the implementation of the new measures is clearly defined together

with the commitment to provide the necessary financial resources for each guideline.

There remains a considerable imbalance between the financial resources devoted to

resolving the problems of youth and adult unemployment. Current policies devote

perhaps as much as ten times morc funding for each unemployed young person than

for an unemployed adult. No information has been provided on whether sufficient

capacity building has taken place within the organisations responsible for the-
implementation of the widc range of new programmes.

3. The implementation

The major new initiative for the activation of UK labour market policies — Welfare to
Work (“New Deal”) has been fully implemented for Young People from April 1998
and will be implemented for long term unemployed adults from November 1998. The
Life Long Learning approach is being improved through the sctting up of a framework
for Individual Learning Accounts and University for Industry. Education Action
Zones have been activated and arce intended to improve educational standards, create
links with local industry and tackle social exclusion. The review of the Single
Regeneration Budget and New Deal for Communities will enhance job creation and
access to it at the local level.
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A range of other initiatives foreseen in the NAP (payment of interest on outstanding
bills to companies, reduction in social security contributions and assistance for self
employment in employment action zones) aim at achieving the goals of the
Entreprencurship Pillar.

Finally, progress has been made in implementing the initiatives foreseen for
strengthening the policies for equal opportunitics (New Deal for Lone Parents and
Disabled, minimum wage legislation, improved childcare provision).

The NAP and Implementation Report describe in general terms the considerable
involvement of the national and local organisations (employers, local authorities,
Training and Enterprise Councils, voluntary organisations, education and training
providers) in the drawing up and implementation of the various programmes set out in
the NAP. The role of local/regional authorities is expected to increase after the setting
up of the Regional Development Agencics, to be completed by April 1999.

Monitoring of thc NAP takes place at the level of the constituent programmes.
Detailed monitoring and evaluation mcchanisms have been put in place by the
Employment Service and other government departments and agencies to measure the
outputs of the programmes. However, no integrated monitoring is foreseen at the
national level.

4. Contribution from the social partners

Whilst the role of the social partnership in the UK is substantially different than in
most other EU countries, they are involved in the NAP implementation. The Trades
Union Congress and Confederation of British Industry co-operate in reaching sectoral
agreements to provide training to recognised qualifications. Both are involved in
delivering modern Apprenticeships and national Trainecships for young people.

5. The role played by the Structural Funds

European Social Fund financial contribution to the NAP and its role in developing
initiatives to correspond more closely with the guidelines is clearly indicated. The
European Social Fund resources enhance in many cases the basic provision of a
particular initiative and funding is used to extend the period of work experience of
New Deal beneficiaries.
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Annual data eU
Employment Indicators 1997 1996 1992 1997
otal Employment Rate /0,8f ©9,8] 03,4 00,5
Men 77,7 764} 76,8 70,5
Women 63,91 03,1 02,0 50,5
otal Employment Rate (Full-time equivalenty ©60,2] 53,4 09,3 59,0
en 73,1 721 73,0 08,7
Women 481 474 454 42,6
Unemployment indicators
otal Unemployment Rate 7,0 0,2 10,1 10,7
Men 7,8 B0 11,9 9,3
Women 6,0 0.0 7,8 12,4
Youth Unemployment Ratio 8,/ 90 10,6 9,8
Men 10,71 12,2 13,8 9,9
Women 0,7 6,8 7,3 96
ong-Term Unemployment Rate 2,7 3,3 3,5 5,2
Men 3,6 44 4.0 45
vomen 1,0 1,0 2,1 0,2
Growth rates 39]
Employment-Related Economic Indicators 1997 1996 992-97 1997
otal Employment Growth 1,06 0,893 0,65 0,59
eal GDP Growth 3,9 2,2 3,0 2,0
abour Productivity Growth 1,9] 1.8 2,9 2,2
Real Unit Labour Tosts -0,2 -0,/ -1,2 -0,8

Source: Eurostat
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