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The present Joint Employment Report is the second 
elaborated since the launch of the Luxembourg Process. 
It is based on the Commission's analysis of the Mem
ber States' implementation reports on their 1998 Na
tional Action Plans (NAP) for Employment and on the 
examination of how the 1999 Employment Guidelines 
have been translated into revised NAPs for 1999. Its 
aim is to assess compliance by the Member States with 
commitments set by the Employment Guidelines, and 
to undertake a first evaluation of policy efforts and of 
their impact on labour markets. The present Report will 
form the basis of the Joint Employment Report that the 
Commission and the Council will jointly submit to the 
Helsinki Summit in December 1999. 

The Report is structured in two parts. Part I offers a 
comparative overview of Member States' performance 
under each of the four pillars of the Employment Guide
lines and a thematic assessment of whether policies im
plemented by Member States comply with the individ
ual guidelines, and the role and degree of involvement 
of the various actors in this process. Part I also high
lights some examples of good practice identified by the 
Member States, which will be subject to a more detailed 
evaluation, with the purpose of improving the quality 
of labour market policies. 

Part II presents a description of the key employment 
challenges facing Member States, and an assessment of 
the policy measures implemented in each individual Mem
ber State in the light of its NAP 1998, as well as of 
new policies initiated in reference to the 1999 Em
ployment Guidelines. 

The analysis contained in this Report underpins the rec
ommendations addressed to Member States which the 
Commission is proposing this year for the first time fol
lowing the entry into force of the new Treaty on 1 May 
1999. The Commission has been mindful of the need 
to ensure consistency between these recommendations 
and those set out in the Broad Economic Policy Guide
lines drawn up under Article 103(2) of the Treaty. Fur
thermore, Member States are required to implement 
their employment policies in a way which is consistent 
with the Broad Economic Guidelines in accordance with 
Article 126 of the Treaty. 

The following key messages emerge 
from this Report: 
• The employment performance of the EU as a whole 

is improving, but progress varies across individual 
Member States. In 1998, the EU achieved an aver
age growth rate of 2,9 % and generated 1.8 million 
jobs. For the first time since 1990, employment went 
up in all Member States, although in Germany this 
annual increase was only marginal. The growth of 
employment in the Union was accompanied by a 
continuing fall in unemployment to 9.9 % of the 
workforce in 1998. This trend has continued into 
1999. The fall in unemployment has been much the 
same for women and men. 

• Major structural challenges persist in the Member 
States' labour markets. The last four years of eco
nomic recovery have done little to improve the low 
employment rate in the Union, which, at 61 %, is still 
lagging considerably behind that or our main trading 
partners, the US and Japan. Low participation in employ
ment concerns in particular prime-age women and 
older people. The employment rate of women, at around 
51 %, is still 20 percentage points lower than that of 
men. For older people in the age bracket between 50 
and 64 years, the employment rate amounted to only 
47.6 %. Long-term unemployment remains a persis
tent and severe problem, affecting 5.2 million people 
in 1998. While unemployment of young people has 
continued to fall in 1998, more than 4.3 million young 
people are still unemployed, representing an average 
share of 9.3 % of youth population. Unemployment 
continues to affect women more than men, and the 
gender gap remains over 3 %. 

• The Member States are responding to the chal
lenges by adopting more preventive and active 
strategies. There is now a clear move towards a pre
ventive approach in combating youth and adult long-
term unemployment, but some Member States are 
more advanced than others in setting up the neces
sary framework for complying with the EU — lev
el targets: to offer to all young and adult unemployed 
a new start before 6 or 12 months of unemploy
ment. Four different situations emerge from the analy
sis: Sweden, UK, Austria, Denmark, Netherlands and 
Ireland, have complied or are about to comply with 



at least one of the common targets. France, Spain, 
Portugal, Finland and Luxembourg have set in mo
tion a reform process which is expected to bring 
about results in line with the guidelines and before 
the agreed deadline of 2002. More progress is ex
pected from Germany, regarding the prevention of 
adult long term unemployment, while there are de
lays in implementation in the cases of Belgium, Greece 
and Italy. 
As regards the activation of policies required by guide
line 3, a majority of Member States reached, some 
even exceeded, the 20 % target on participation in 
active measures for the unemployed. Some Member 
States - France, Austria, Spain, Greece and Portugal 
- recognise that they have not yet reached the target 
but indicate that policy efforts are being taken with a 
view to reach it before 2002. Concerns are raised by 
the lack of comparable information from Italy, Nether
lands and the UK. More generally, evidence shows 
that the training content of active measures vary widely 
across individual Member States, and that further efforts 
are required in order to evaluate the cost-effectiveness 
of some measures and ensure that they lead to inte
gration in the labour market. 

• Tax and benefit systems are being reviewed, but 
progress is slow. Reforms in the tax and benefit sys
tems are a means to provide incentives for partici
pation in working life, in particular for women and 
older workers. To meet this challenge, a number of 
Member States are in the process of reviewing, and 
to some extent reforming, their tax and benefit sys
tem. Given the high expectations, however, the over
all response appears to be weak. Further efforts are 
warranted in order to move from passive income sup
port to active measures supporting employability. 

• Member Sates are recognising the crucial role of 
lifelong learning. Investment in education and train
ing are key to developing the strength and flexibili
ty of EU enterprises and the employability of the 
EU workforce in a context of fast technological changes 
affecting the nature and organisation of work. Par
ticipation in lifelong learning activities remains, how
ever, inadequate and concrete targets are lacking in 
many Member States. Comprehensive strategies and 
concrete action by Member States and social part
ners are therefore required to raise the skill levels 
across the Union. 

• Member States report on a large number of initia
tives to improve entrepreneurship, but the lack of 
precise targets and deadlines, as well as the scarci
ty of comparable indicators, make the assessment 

of achievements rather difficult, including as regards 
job creation in services. Most Member States refer 
to measures associated with the promotion of the in
formation society and care services. Overall, measures 
taken by the Member States in 1998 fail, however, 
to address in a comprehensive and adequate way the 
need to develop the services sector. Also, more needs 
to be done to enhance local development and the 
job creation at local level. The role of small busi
nesses in providing the major impetus for econom
ic growth and job creation is generally recognised, 
and Member States reported on some encouraging 
progress in reducing the administrative burdens which 
hamper their job creation potential. The need to 
make the taxation system more employment friend
ly was generally recognised in the implementation 
reports, but concrete initiatives are scarce and na
tional targets for the reduction of fiscal pressure on 
labour have not been set by many Member States. 

• More progress is required in the promotion of adapt
ability through modernising the organisation of work, 
where the social partners have a particular respon
sibility. Encouraging adaptability of businesses and 
their employees is key to enhancing the innovative 
capacity, productivity and competitiveness of busi
nesses, on one hand, and the security of their work
ers, on the other. The response to this broad chal
lenge has been rather disappointing and mostly fo
cused on the issue of working time. With a few ex
ceptions, the participation of social partners in pro
moting adaptability needs to be more proactive in 
all Member States and more concrete initiatives are 
called for. 

• Reinforced policy efforts should be directed to the 
persistent lack of equality between women and men 
in the labour market. There is ample room for im
provement, in particular for actions to close the gen
der gaps in employment, unemployment and pay, to 
redress the unbalanced representation of women and 
men across sectors and occupations, and to improve 
care for children and other dependants. The indica
tors presented in this Report tend to highlight 
women's persistently poor labour market position com
pared with men. 

• Progress made in defining and using common in
dicators for the European level commitments, needs 
to be pursued and developed. The Luxembourg process 
is based on the setting of verifiable objectives and 
deadlines in employment-policy making both at Eu
ropean and at national level without which real progress 
cannot be measured and transparency ensured. This 



requires the development of a comprehensive set of 
indicators for measuring and monitoring policy ef
forts and evaluating policy impact. Building on re
cent progress, further work needs to be done in 2000 
to reach agreement on a comprehensive monitoring 
system. 

• The partnership approach must be further devel
oped. The social partners play a crucial role in the 
making and implementation of labour market poli
cy, both nationally and locally. Their involvement at 
all levels throughout the employment process is cen
tral to channelling structural change into more and 
better jobs. Based on the traditions of partnership in 
the different national contexts, the social partners 
have participated in a variety of ways in the NAP 
process. However, concrete action initiated by social 
partners to transpose the Employment Guidelines in
to effective outcomes appears to be rather weak. Scope 
for the involvement of local and regional actors aris
es under all the pillars. Although partnership ap
proaches are very varied across the Union, all Mem
ber States agree on the need to develop the territo
rial dimension of their employment policies, in par
ticular through local partnerships. 

Disseminating good practice 

The exchange of good practice is an important aspect 
of the Luxembourg process. Good practices show how 
Employment Guidelines can be transposed into nation
al or regional contexts. They are also meant to speed 

up the learning process at EU level by sharing experi
ence, by building on success and learning from past fail
ures. A peer review exercise is underway, which will pro
duce a multilateral assessment of the best practices in
dicated in last year's Joint Employment Report. 

The Member States presented 27 cases of good practice 
in their 1999 implementation reports, of which 7 are 
described in this Report. The selection was based on 
the availability of some monitoring and evaluation. The 
examples are, by pillar: 

Employability: 

• 'Inserjovem' and 'Reage' initiatives in Portugal 
• Activation of benefits in Belgium 
• Additional school support scheme in Greece 
• Work place support for persons with disabilities in 

Sweden 

Entrepreneurship: 

• The Single Counter in the Catania Municipality in 
Italy 

Adaptability: 

• Labour foundation in the construction industry in 
Asturias (Spain) 

Equal opportunities: 

• Development of children's day care in Finland 
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This Report is the first to be formally submitted in ac
cordance with Article 128 of the Amsterdam Treaty. Its 
purpose is to present the conclusions drawn from the 
examination of the measures taken by Member States 
to implement the Employment Guidelines, in the light 
of their employment situation. It provides the basis for 
the Joint Employment Report that the Commission and 
the Council will jointly submit to the European Coun
cil meeting in Helsinki in December 1999. 

The Report is structured in two parts. The first offers, 
for each of the four pillars of the Employment Guide
lines, a comparative overview of Member States' per
formances, including a thematic assessment of the poli
cies and measures undertaken under the National Ac
tion Plans. It also highlights some examples of good 
practice that Member States have identified in their im
plementation reports. 

The second part presents, for each Member State, a de
tailed analysis of the policy measures implemented un
der the 1998 National Action Plan or announced in the 
revised 1999 NAPs, in the light of its employment sit
uation. The Report includes, to the extent possible giv
en the short time that has elapsed since the actual launch 
of the implementation of most new policies and mea
sures, a first assessment of the outcome of each Mem
ber State's National Action Plan. 

The policy measures considered in this report are those 
that were in force or planned by 31 May 1999, i.e., the 
date of submission of the national reports. In some cas
es, new policy initiatives or developments in implementation 
have been announced after that date. These have been 
referred to only insofar as it has been demonstrated that 
implementation has started, but no assessment can be 
made at this stage. The analysis and conclusions in
cluded in this Report provide the basis for the new Em
ployment Guidelines for 2000 as well as for the Com
mission's Recommendation to the Council for recom
mendations addressed to Member States on the imple
mentation of their employment policies. 

1. The Employment Guidelines 
for 1999 
With the adoption of the 1999 Employment Guide
lines, the Luxembourg process entered in its second year 
of implementation. The 1999 Employment Guidelines ' 
maintain the integrated and multi-annual approach and 
the four-pillar structure geared towards improving em
ployability, entrepreneurship, adaptability and equal op
portunities. 

They have been strengthened in a number of areas, as 
a result of the examination of the National Action Plans 
undertaken in 1998. 

• Particular emphasis has been put on achieving tan
gible progress in promoting equal opportunities be
tween women and men, in particular by a gender 
mainstreaming approach across all pillars. 

• The importance of lifelong learning in the develop
ment of a skilled and adaptable workforce is rein
forced and Member States are called upon to set tar
gets to achieve progressively higher participation rates 
in lifelong learning. 

• A new guideline specifically addresses the need to 
fully exploit the jobs potential of the services sector, 
in particular in the area of information technologies 
and in the environmental sector. 

• More emphasis is placed on the need for an exami
nation of the tax-benefit systems in order to provide 
incentives for the unemployed and inactive individ
uals to take up work or training opportunities. 

• Furthermore, supporting measures are sought for old
er workers to increase their participation in the labour 
force and for a labour market open to all, including 
disadvantaged groups and individuals. 

2. The National Action Plans for 1999 
The 1999 Employment Guidelines served as a basis for 
the preparation of the 1999 National Action Plans (NAPs). 

' The 1999 employment guidelines were adopted by the Council resolution of 22 February 1999. 
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The Council Resolution requested Member States to sub
mit by the end of May implementation reports describ
ing in detail the main measures taken to implement the 
1998 National Action Plans and the adjustments made 
to take into account the 1999 Employment Guidelines. 

In the first quarter of 1999, a series of bilateral semi
nars were held with each of the fifteen Member States 
to discuss the preparation of the revised NAPs. A broad 
range of government departments, as well as the repre
sentatives of social partners and, in some Member States, 
also the regional authorities, participated in the semi
nars and subsequently were to varying extents involved 
in the actual revision of the NAPs. The bilateral semi
nars served to highlight the main strengths and weak
nesses in the employment situation of each country and 
to launch a debate around the most significant policy 
issues arising from last year's assessment of the NAPs. 
Given their positive results, the bilateral seminars are 
likely to become a permanent feature of the process. 

3. Progress in setting common 
indicators 
The Luxembourg process requires the setting of verifi
able objectives and deadlines in employment-policy mak
ing both at European and at national level. This in turn 
requires the development of a comprehensive set of in
dicators for measuring both policy efforts and outcomes 
as regards the Employment Guidelines. 

In monitoring the Employment Guidelines, three ob
jectives are pursued: 

1. Assessing whether the policies implemented in the 
context of the Employment Guidelines are produc
ing the desired impact. For this purpose, a set of ba
sic performance indicators measuring trends in em
ployment, unemployment and some key macroeco-
nomic variables were developed and already used in 
the 1998 Joint Employment Report. 

2. Measuring the policy efforts undertaken by the Mem
ber States in transposing the EU-level operational 
targets set in the first three guidelines on prevention 
and activation into national policy and evaluating 
their effectiveness. This calls for common policy in
dicators developed on the basis of administrative da
ta on beneficiaries of employability policies and on 
stocks and flows into and out of unemployment. 

3. Monitoring the progress achieved by Member States 
over the medium-term towards more structural goals 
as set by the Employment Guidelines. This needs to 
be done with the help of structural (performance) indi
cators for areas such as education and training, entre
preneurial activity, employment in services, taxation 
and equality of opportunities between women and men. 

Significant progress has been achieved in 1999 with re
spect to common policy indicators. A set of indicators 
for the first three guidelines on prevention and activa
tion was agreed in May by the Commission and the 
Member States under the auspices of the Employment 
and Labour Market Committee (ELC), and submitted 
to the Cologne Summit. The Member States were asked 
to step up the adaptation of their monitoring systems 
so as to provide data in accordance with the newly agreed 
indicators in their 1999 implementation reports, thus 
allowing for a more objective assessment of progress to
wards the common policy targets. 

However, further work still needs to be done, with the 
aim of reaching an agreement on a comprehensive mon
itoring system. This will require both the further de
velopment of appropriate indicators and the improve
ment of data collection systems by expanding the ca
pacities at national and European level. 

4. Involvement of the Social Partners 
The social partners have a crucial role to play in the 
making and implementation of labour market policy, 
both nationally and locally, and are called on to play 
an active role at European level in the implementation 
and assessment of the progress made under the Em
ployment Guidelines. 

At European level 

The social partners are regularly invited to discuss em
ployment and social matters with the Commission and 
other EU Institutions. The Standing Committee on Em
ployment, which dates back to 1970, has served as a fo
rum for discussion between the Council, the Commis
sion and the two sides of industry. In March 1999, the 
Committee was reformed and streamlined in order to 
become an operational instrument for ensuring the con
sistency between the Employment Guidelines and the 
Broad Economic Policy Guidelines. The reformed Com
mittee is composed of European social partners organ
isations 2, the Council and the Commission. 

UNICE.CEEP, UEAPME, COPA, EUROCOMMERCE, ETUC, EUROCADRES and CEC. 
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This reform underlines the importance given to the role 
of social partners within the European Employment Strat
egy since the launch of the Luxembourg process. They 
are represented in other fora, such as the different So
cial Dialogue committees, and since the Cologne Sum
mit, the new structures created for the macroeconomic 
dialogue. 

This institutional framework at the European level pro
vides ample opportunities for the Commission to inform 
the Social Partners and involve them in the discussion of 
the Employment Strategy 3. The present Report will cer
tainly provide important inputs to such discussions. 

At national level 

The social partners have been better consulted and im
plicated in the process of establishing the NAPs than 
last year. The 1999 NAPs show that social partner ac
tion within a supportive framework is increasing and is 
proving to be an effective way forward both on life-long 
learning and on the modernisation of work organisa
tion. This is the case when Member States take on com
mitments within their sphere of competence in order to 
support the process, leaving room and/or giving incen
tives for social partner action, e.g. in Netherlands and 
Luxembourg. This is also true to varying extent for Ire
land, Finland, France and Belgium. Isolated calls on the 
social partners to take action are rarely effective. 

In general, the social partners have participated in the 
preparation of the NAPs and implementation reports. 
In some Member States, specific bodies have been es
tablished for that purpose, e.g. in Denmark, France and 
Sweden. Furthermore, in Austria and Denmark the so
cial partners have made their own joint contributions 
to the 1999 NAPs indicating clear commitments. In 
Belgium, the interprofessional agreement 1999-2000 tack
les wages, employment and training in the perspective 
of the 1998 NAP. However, in most cases, the social 
partners' participation remains rather procedural and there 
is much room for improvement in establishing effective 
partnerships in support of national strategies. 

The most comprehensive partnerships in the NAP process 
take the form of tripartite agreements between the so
cial partners and governments or of bipartite social part
ner agreements covering a wide range of issues, such as 
wage moderation, the improvement of mechanisms for 
lifelong learning and work organisation. Most of these 
agreements were made during 1998 or before and are 

currently being consolidated and developed via concrete 
actions within the established framework. 

Regarding the tripartite approach, in Luxembourg the 
1998 NAP was the result of an employment pact be
tween government and social partners. This pact in
cluded obligations for the social partners to address em
ployment in all agreements and each of the employment 
guidelines in their collective bargaining. In Finland, the 
latest employment and income pact has been the result 
of a tripartite cooperation, where central components 
are moderate pay rises and a government promise to cut 
income tax for employees and payroll taxes for em
ployers. In Italy, a comprehensive social pact between 
the social partners and the government was signed in 
December 1998 following similar agreements in 1993 
and 1996, reinforcing social concertation structures. In 
Ireland, the Partnership 2000 agreement between the 
social partners constitutes a framework for consideration 
of a wide range of issues. In Germany, the new gov
ernment has set up, together with the social partners, 
the Alliance for Jobs, Training and Competitiveness with 
the aim to reduce unemployment and increase the com
petitiveness of the economy. 

Specific Contributions under the Guidelines 

In some Member States, social partners have found com
mon ground on issues under the employability pillar. 
The common positions by the Austrian social partners 
reflect their tradition of cooperation. The major part of 
it deals with improvement in education, vocational train
ing and further training. The pact for older workers 
should also be mentioned. In the Netherlands, the so
cial partners and the government have concluded an 
agreement in order to reinforce the apprentice system 
and in Germany the discussions in the context of the 
tripartite Job Alliance {Bündnis für Arbeit) have inter 
alia also been focused on the creation of more appren
ticeship places. In Sweden, the social partners and the 
government concluded a tripartite agreement on up
grading of skills for employees. 

In most Member States the social partners are increas
ingly involved in the administration of employment of
fices and the operational bodies of various programmes 
under the NAP, mostly within education and training. 
This is most evident in Denmark. In some Member 
States this cooperation has been widened to other fields, 
e.g. an entrepreneurship assessment agency in Sweden 
and the new employment centres in Finland. 

In this context, one should stress the Opinion approved by the Economic and Social Committee on the Employment Guidelines 1998. 
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On adaptability, a more significant contribution would 
be expected. In several Member States, the social part
ners have been closely involved in, or linked to, specif
ic policies, either through consultation or through col
lective agreements. This has been the case for example 
in Belgium, Germany and France. Such policies how
ever, almost exclusively concern working time issues. 

Part-time work is another important issue addressed by 
the social partners. In Spain, the government and the 
trade unions concluded an agreement in 1998 with the 
view to strengthening the position of part-time work
ers. This issue has been discussed by the social partners 
in many Member States, including Netherlands and Ger
many. 

5. Involvement of Actors at Local and 
Regional Levels 
Overall, all NAPs stressed the need to develop the ter
ritorial dimension of employment policies. The in
volvement of local and regional actors concern all four 
pillars of the guidelines with, however and unsurpris
ingly, a stronger emphasis on guideline 12. 

Generally speaking, almost all the Member States are in 
the process of decentralising, through local PES, the de
livery of policies mainly decided and financed at na
tional level. However, there is a strong tendency to build 
working partnership with different types of local actors. 

As for federal Member States — Belgium, Germany, 
Austria — or Member States with strong regional in
stitutional competencies — Italy, Spain — there is a 
sharing of competence under almost every guideline, and 
therefore, the regional authorities are involved in the 
preparatory phase of the NAPs as well as in their im
plementation. 

In the Scandinavian countries, there are consolidated 
mechanisms such as the regional labour market council 
which promote a better taking into account of the re
gional and local specificities. In other Member States, 
such as UK, France and Portugal, the emphasis is on 
the development of partnerships with regional and lo
cal authorities, the voluntary sector and bodies repre
senting small firms as well as on the building of new 
decentralisation tools, such as the Regional Develop
ment Agencies in England, the strategic local planning 
in Wales, or the social inclusion partnerships in Scot
land. In this context Portugal also promotes the devel
opment of Regional Employment in Alentejo, Madeira, 
Azores, and Oporto Metropolitan area. 

The role of the municipalities is also enhanced by sev
eral NAPs (Netherlands, Sweden, Denmark, Finland, 
Belgium and Portugal for the metropolitan area of Opor
to). In the Netherlands, where the municipalities are re
sponsible for the reintegration for people who only re
ceive social security benefit, the Municipalities receive 
funds for the development of comprehensive inclusion 
approaches which can be freely allocated. In Belgium, 
regional and federal Authorities cooperate with the lo
cal authorities for the development of Local Employ
ment Agencies and 'Maisons de l'Emploi. 

Finally several Member States report on the importance 
of local partnership approaches, such as the ADM in 
Ireland, or the Agences Locales pour lEmploi and Maisons 
de lEmploi in Belgium. There are also some insights on 
the development of new type of partnership based on 
the EU experience of Territorial Employment Pacts. TEPs 
are designed in Austria to better pool the forces of ac
tive labour market policy in a designated area. Others 
- Italy, Greece, Spain, Portugal — promote a more 
global territorial dimension involving the participation 
of a whole range of local actors. 

6. Equal opportunities bodies 
Although specifically mentioned in the agreed format 
for the implementation reports, only three countries (Ger
many, France and Portugal) mention the involvement 
of equality bodies in the preparation of the NAP. Fin
land refers to 'interested groups', and the UK to 'wide 
consultation, including bodies representing disadvantaged 
groups'. In Luxembourg, the 'Comité de travail féminin 
(in the form of consultation) will be involved in the fol
low-up of the implementation of the NAP as will the 
'Instituto de la Mujer' in Spain and the Equal Oppor
tunities Department of the Italian government. 

7. Budgetary commitments 
Information on financial resources allocated to support 
the implementation of the 1998 NAPs varies greatly be
tween Member States. In some cases, budgetary data are 
comprehensive but the information is not presented in 
a way that allows for any in-depth analysis. The request 
to present the data in a common systematic way has 
not been followed. In the absence of such data, a cross
country analysis is not possible and a comparable as
sessment is therefore restricted to whatever data is avail
able for the individual country. The information and 
data supplied by the Member States is reviewed in Part 
II of the present Report. 
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8. Implications of the new Treaty 
The Treaty of Amsterdam entered into force on 1 May 
1999 and this means that the Title on employment is 
fully applicable this year for the first time. Its entry in
to force has implications at various levels: 

• Firstly, the Treaty provides for a wide consultation 
of European institutions and bodies. The Employ
ment Guidelines, drawn up every year on a propos
al by the Commission, are subject to consultation of 
the European Parliament, the Economic and Social 
Committee, the Committee of the Regions and the 
Employment Committee, prior to their adoption by 
the Council. 

• Secondly, Article 128 of the Treaty provides for the 
possibility that the Council, acting on a recommen
dation by the Commission, makes recommendations 
to Member States on the basis of the examination 
of the National Action Plans. 

• Thirdly, Article 130 of the Treaty foresees the es
tablishment of an Employment Committee with ad
visory status to promote coordination between Mem
ber States on employment and labour market poli
cies. It will take over the work largely carried out so 
far by the Employment and Labour Market Com
mittee and the latter Committee will be dissolved. 
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I. THE EMPLOYMENT SITUATION 

I. I THE EU MACROECONOMIC 
AND EMPLOYMENT CONTEXT 

Growth 
Taken as a whole, 1998 confirmed the continuing re
covery in the EU economy, the rate of GDP growth 
going up from 2.7 % in 1997 to 2.9 % in 1998. How
ever, from mid-year onwards, the recovery lost some 
momentum. This essentially reflects the direct and in
direct impact of the sharp deterioration in the world 
economic situation on exports and investment in the 
Union. Given the underlying strength of the EU econ
omy, some improvement of the external economic en
vironment and confidence-building economic policies, 
economic activity is expected to improve again. GDP 
growth is now forecast to reach 2.1 % in 1999 and to 
accelerate further to 2.7 % in 2000. 

Current economic conditions are favourable to growth 
and they provide the basis for higher growth and em
ployment. It is essential that the currently favourable in
vestment conditions, in terms of comparatively high prof
itability and low interest rates, are fully exploited. In
vestment in infrastructure, knowledge and skills should 
be enhanced to accelerate the transition to a high-tech
nology, high-skilled and service-based economy. In par
ticular, it is necessary to move quickly into new promis
ing sectors, so that growth in the EU is accompanied 
by a satisfactory level of job creation. 

As recommended in the Broad Economic Policy Guide
lines, creating the conditions for high and sustainable 
growth and employment, which is primarily a matter 
for Member States, will require a comprehensive and 
coherent strategy that consists of three mutually-rein
forcing key components: 

• sound macroeconomic policies that are conducive to 
growth, employment and price stability, involving 
full respect of the Stability and Growth Pact and ap
propriate wage developments; 

* policies to improve the overall functioning of labour 
markets and in particular to promote employabili
ty, entrepreneurship, adaptability and equal oppor
tunities by means of a steadfast, prompt and trans

parent implementation of the Employment Guide
lines, and 

• economic reforms that enhance the efficiency and 
flexibility of goods, services and capital markets, re
inforce private sector confidence, benefit consumers 
and favour an environmentally-sustainable growth path, 
involving a close monitoring of the Single Market, 
a vigorous competition policy, regulatory reforms and 
more efficient taxation and benefit systems. Given 
that economic reforms can imply adjustment costs, 
the reform agenda should attempt to reconcile effi
ciency and equity considerations. 

Employment 
The number employed in the Union increased by 1.8 
million in 1998, or by 1.2 %, twice the rise in 1997 
and the highest rate of growth since 1990. Moreover, 
also for the first time since 1990, employment went up 
in all Member States without exception, although in 
Germany the rise was marginal. 

Despite the growth in employment, the number in work 
in 1998 was still over 600,000 below the peak reached 
in 1991. Four years of economic recovery and contin
uous expansion in employment, therefore, have not yet 
offset the three years of decline between 1991 and 1994. 

As a result, the employment rate (the number employed 
relative to the population aged 15 to 64) in the EU in 
1998 was 61 %, a rise of lh percentage point on the 
1997 level, but still 1 lh percentage points below the 
level at the onset of the recession in 1991. In terms of 
full-time equivalents, the employment rate rose by less 
than lh percentage point to 55.7 % in 1998. 

The four years of net job creation since 1994 have, 
therefore, done little to raise the low rate of participa
tion in the Union, which is a particular problem for in
active prime-age women, and older people. In 1998, the 
employment rate of women was only around 51 % of 
women of working age, and still 20 percentage points 
below that for men. However, there is a rising trend for 
the Union as a whole (the female employment rate was 
only 49.5 % in 1994). For older people, the levels of 
participation in employment clearly decrease after 50 
years of age (the employment rate for the age bracket 
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50-64 is now 47.6 %, one percentage point higher than (almost 2.6 million) went to those who had not been 
in 1995 4) and particularly after 55 years (36.5 %). in the labour force before. 

In the EU in 1998, 17 % of those in employment 
worked part-time, 58 % of them voluntarily. In rela
tion to 1994, both percentages increased, respectively 
by 1.4 and 2 percentage points. However, in 1998, for 
the first time during the present recovery, the number 
of full-time jobs in the Union increased by more than 
the number of part-time ones. In the Union as a whole, 
54 % of the net additional jobs were full-time. Most of 
these were taken by men. For women, almost 75 % of 
the increased number of jobs in 1998 were part-time, 
leading to a further rise in the proportion of women 
working in such jobs, to 33 % of the total employed, 
or 2.2 percentage points higher than in 1994. 

The number of people working in jobs with fixed-term 
contracts increased significantly in 1998, continuing the 
trend towards temporary employment which has been 
evident since the onset of recession in the early 1990s. 
Over a third of the increase in employment in the Union 
was accounted for by temporary jobs - 36 % in the 
case of men, 35 % for women — which now account 
for almost 13 % of all employment, up from less than 
11 % in 1991. 

Unemployment 
The growth of employment in the EU was accompa
nied by a continuing fall in unemployment, from just 
over 10 lh % in 1997, and a peak of just over 11 % 
in 1994, to an average of 9.9 % of the workforce in 
1998. Unemployment has continued to decline during 
the first six months of 1999, to reach 9.4 % of the work 
force in June 1999 (equivalent to 16 million people). 

The fall in unemployment in the EU in 1998 amount
ed to a reduction of some 1 million over the year. Giv
en the increase in the number in work, this implies that 
around 40 % (some 700 000) of the net addition to 
jobs was taken by new entrants to the labour force, or 
by those who previously were not actively looking for 
work and who had, therefore, not been recorded as be
ing unemployed. This proportion is slightly lower than 
for the recovery period as a whole, largely reflecting an 
increase in rate of net job creation relative to the growth 
of population of working age. Of the 4.2 million net 
additional jobs created between 1994 and 1998, 60 % 

The fall in unemployment in the EU during 1998 and 
the first few months of 1999 has been much the same 
for women as for men. Since the peak rates reached dur
ing 1994, unemployment of men has fallen by some 
2 % of the work force, whereas for women, it has de
clined by 1 72 % and the gap between the two rates at 
the EU level, is now just over 3 percentage points (11 lh % 
for women, just under 8 V2 % for men). 

Unemployment of young people under 25 has contin
ued to fall in 1998, although the relative level of youth 
unemployment still varies markedly across the Member 
States. The gap between youth and adult unemploy
ment, however, remains wide and in relative terms has 
narrowed only slightly over the present recovery. At the 
last count, the average share of youth unemployment 5 

in total population in the age bracket 15-24 was 9.3 % 
in the EU, down from 9.9 % in 1997. More than 4.3 
million people young people were unemployed in 1998, 
of which 2.5 million (almost 60 %) had been without 
a job for at least 6 months. 

The fall in the overall rate of unemployment in the EU 
in recent years has been accompanied by a slow decline 
in the number of long-term unemployed. The rate of 
long-term unemployment in 1998, at 4.9 % of the labour 
force, was not much lower than in 1994 (5.2 %) and 
the number affected, almost 8.4 million, was only 4 % 
less than four years earlier when unemployment was at 
its peak. The share of the unemployed who have been 
out of work for a year or more, at 49 V2 %, was high
er than in 1994 (47 %) and slightly above the level in 
1997, indicating that the long-term unemployed have 
the greatest difficulty in finding a job even in a situa
tion of falling unemployment. 

The number of very long-term unemployed in the EU, 
those who had been looking for a job for two years or 
more, was actually higher in 1998 than in 1994 (5.2 
million as against 4.8 million, an increase of over 7 %) 
and, in relation to the total unemployed, significantly 
higher (31 V2 % as opposed to 26 V2 %). 

4 Due to EU enlargement, there are no comparable data for periods before 1995. 
5 Harmonised unemployment series, Eurostat. 
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1.2 COMPARATIVE OVERVIEW 
OF LABOUR MARKET 
PERFORMANCE 

1.2.1. Employment 
In 1998, the European Union generated 1.8 million net 
jobs. Just three Member States (Spain, France and the 

Chart I - Employment growth 1997-98 

UK) together created approximately 1 million of them 
(Chart 1). By adding three other Member States (Nether
lands, Portugal and Italy), more than 75 % of the to
tal net job creation in the EU in 1998 is accounted for. 

Source: Eurostat, Benchmark series 

Relative to 1997, all Member States increased the num
bers in employment in 1998, Particularly strong em
ployment growth (above 2 %) could be observed in Ire
land, Greece, Luxembourg, Spain, Netherlands, Portu
gal, Finland and Denmark. By contrast, just a very slight 
increase was registered in Germany, and Italy. 

Since the onset of the present economic recovery in 1994, 
all Member States with the exception of Germany have 
been able to take advantage of the overall improved eco
nomic conditions, and increase their employment levels 
(Chart 2). Six of them, however, have achieved particu
larly robust average growth of 2 % or more, comparable 
to that of the US: Ireland, Luxembourg, Netherlands, 
Spain, Denmark and Finland. Ireland in particular was 
able to reach an average employment growth rate of 5 %, 
thanks to average GDP growth exceeding 10 %. 

It is quite significant that none of the four major economies 
in the EU - France, Germany, Italy and the UK — 
can be counted among the Member States with more 
dynamic employment performance over the 1990s. The 
low or negative rate of net job creation in these economics, 

which together account for 70 % of employment in the 
Union, is the major reason why employment in the EU 
as a whole has been so modest. In two — Italy and Ger
many — the number in work in 1998 has not yet re
covered to the level reached in 1991. In the case of Ger
many, this evolution reflects to some degree the conse
quences of the reunification process. 

There are, however, signs of improvement in the four 
major economies. This is particularly the case in France, 
where the number employed increased by just under 1 xli % 
in 1998, the highest growth rate since 1989. In Italy, the 
number rose by lh %, having not increased at all in 1997, 
while in Germany, it went up, even if marginally, for the 
first time since unification. As to the UK, the improve
ment started much earlier, and an average employment 
growth of 1.2 % has been achieved since 1994. 

The employment rate 

Given the overall sluggish employment performance and 
the continuing growth of working-age population, the 
employment rate in 1998, at 61 %, was 1 lh percent-
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Chart 2 - Employment growth between 91/98 and 94/98 

age points below the level before the onset of the re
cession in 1991, and just 1 % above the level at the 
end of the recession in 1994. 

Across the Union, the employment rate was highest in 
Denmark (79 %), with those in the UK, Austria and 
Sweden also being over 70 % (Chart 3). The growth 
in employment rates was highest in economies which 
had a lower starting point in 1994: Ireland, Finland, 
Spain, Portugal and Netherlands, in all of which the 
overall employment rate increased by 3 percentage points 
or more. Conversely, in Germany, Italy, Luxembourg, 
Austria and Sweden the employment rate did not im

prove, and it improved only marginally in France, Greece 
and Belgium. 

In terms of full-time equivalent employment 6, the high
est rates in Europe are to be found in Denmark, Aus
tria and Portugal, all of which have rates at or above 
65 %. France, Ireland, Greece and Germany have rates 
close to the EU average of 55.7 %, whereas Italy and 
Spain (47.9 %) have the lowest rates. Since 1994, the 
average FTE employment rate in Europe has remained 
practically the same, suggesting that the average time 
worked has decreased proportionally to the increase in 
the total number of jobs. 

Chart 3 - Employment rates, comparison of 1994, 1997, 1998 
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Source: Eurostat, Benchmark 

6 Full-time equivalent (FTE) employment, which equals the number of full-time equivalent jobs, is defined as total hours worked divided by the av
erage annual number of hours worked in full-time jobs. The FTE employment rate is calculated by dividing the FTE employment as defined above by 
the total population in the relevant age group. 
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1.2.2. Unemployment 

Between 1997 and 1998, unemployment fell in the EU 
as a whole and also in the majority of Member States 
(Chart 4). Improvements were especially significant in 
the two countries with highest unemployment in 1997 
- Spain (from 20.8 % to 18.8 %) and Finland (from 
13.1 % to 11.4 %) - but also in a few countries with 
low or average unemployment, like Ireland, Netherlands, 
Portugal and Sweden. In all these countries the unem
ployment rate (ILO definition) declined by more than 
one percentage point. 

Exceptions to this overall positive trend are to be found 
in Greece, Italy, Belgium, Luxembourg and Austria. In 
Greece, where the increase in 1998 was of nearly 1 per
centage point, the unemployment rate was brought above 

the EU average, while Italy has now the second high
est unemployment rate in the EU. Part of the rising un
employment rates in these countries can be explained 
by the higher activity rates in 1998 compared with 1997. 

While for the Union as a whole the improvement in 
1998 appears as a continuation of a trend dating back 
to the onset of the economic recovery in 1994-95, this 
is by no means the case with all Member States. Six 
Member States — Ireland, Netherlands, UK, Denmark, 
Portugal and Finland — have succeeded in bringing 
their unemployment rate down from the level reached 
in the mid nineties. In these countries improvements in 
the labour markets are of a long-standing nature which 
suggests the effects of structural reforms, in addition to 
the positive impact of economic recovery. 

Chart 4 - Employment rate 
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Youth unemployment 

As measured by the ratio of youth unemployment to 
youth population 7 the improvement in 1998 was wide
ly spread, with an average fall from 9.9 % to 9.3 % 
in the EU as a whole, and moderate to strong declines 
in the majority of Member States (Chart 5). Reduc
tions of one percentage point or more were witnessed 
in France, Netherlands, Ireland, Portugal, Spain and 
Sweden, whereas in Austria, youth unemployment sta
bilised at the 1997 level and Greece was again the ex

ception with a sharp increase similar to the rise in over
all unemployment. 

The reduction of youth unemployment in 1998 con
tinues the declining trend that has been observed since 
1994 for the large majority of Member States. The ex
ceptions are Austria and Germany, where relatively low 
levels of youth unemployment have been maintained 
throughout the period, and Italy and Greece, where no 
improvement has been registered in their already high 
initial levels of youth unemployment. 

7 In relation to the more traditional youth unemployment rate (youth unemployment divided by youth labour force), this indicator has the advantage 
of taking into account the fact that a large share of the youth population is in education, and therefore reduces the risk of overestimating youth un
employment in those cases where school attendance rates are high. 
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Chart 5 - Youth unemployment ratio 
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Longterm unemployment 

In 1998, only a few Member States managed to reduce 

significantly longterm unemployment, as measured by 

the longterm unemployment rate 8. In Portugal, Ire

land 9 and Spain the LTU rate declined by more than 

one percentage point, and in Finland, the UK and Nether

lands the reduction was still above half percentage point. 

Spain however still presents the highest level of long

term unemployment in the EU (Chart 6). 

Worrying signs are shown by Greece but also by Bel

gium where the LTU rate increased in 1998, whilst in 

several Member States having high to average levels of 

longterm unemployment, like Italy, France, and Ger

many, no improvement could be observed in 1998. 

When appraised over a longer period, longterm un

employment appears as a persistent problem. In six Mem

ber States, longterm 'unemployment is now even at 

higher levels than in 1994. In contrast, the UK, Den

mark, Netherlands, Portugal, Ireland Finland and Spain 

have managed to decrease longterm unemployment steadi

ly, and bring it below its 1994 level. 

Chart 6 - Employment rates, comparison of 1994, 1997, 1998 
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8
 Defined as the stock of longterm unemployed persons divided by the labour force. 

9
 Due to the unavailability of Eurostat Labour Force Survey data for Ireland in 1998, a national estimate was used for the rate of longterm unem

ployment. 
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2. PILLAR I: EMPLOYABILITY 

Member States are called on to undertake concrete 
action to attain the following objectives: 

• Implementing a preventive approach so as to re
duce significantly the inflow of young and adult 
unemployed persons into long-term unemploy
ment (guidelines 1 and 2); 

• Strengthening active labour market policies and 
reviewing tax and benefit systems so as to reduce 
the number of people dependent on benefits (guide
lines 3 and 4); 

• Developing partnership as a framework for the 
provision of training and the expansion of possi
bilities for lifelong learning (guidelines 5 and 6); 

• Facilitating the transition from school to work, by 
reducing early school leaving and equipping young 
people with marketable skills (guidelines 7 and 8); 

• Promoting a labour market open to all, by giv
ing special attention to the needs of the disabled, 
ethnic minorities and other disadvantaged groups 
(guideline 9). 

2.1 A COMPARATIVE OVERVIEW 
OF THE SITUATION IN 
MEMBER STATES 

2.1.1. Labour market policies 10 

For the EU as a whole, 3 % of GDP was spent in 1998 
on labour market policies, of which 38 % on active poli
cies (mainly training, youth programmes, rehabilitation 
programmes, subsidised employment schemes addressed 
to the unemployed and the administration of public em
ployment services). The remainder was spent on income 
support benefits for the unemployed and early retired 
workers. 

As shown in Chart 7 this pattern has been remarkably 
stable over time. However, in recent years, and partly 
in response to widespread policy advice by the European 
Commission and international organisations like the 
OECD, EU governments have tended gradually to put 
proportionally more resources in the financing of active 
policies. Since 1992, when labour market policy spend
ing per unemployed person reached its peak, the Union 
as a whole has spent less on income support policies, 
while maintaining average spending with active policies 
broadly constant. 

Across Member States the situation is quite mixed, both 
in terms of the financial importance of labour market 
policy and in terms of tendency. 

Six Member States spend 4 % of GDP or over on the 
labour market — Denmark (5.6 %), Netherlands, Ire
land, Finland, Belgium and Sweden — of which only 
the last achieves a balanced distribution between active 
and passive policies. All the other five countries spend 
more than 2/3 in passive income support (see chart 8). 

Six other Member States spend less than 2 % of GDP 
on labour market policies — Italy, Portugal, Austria, 
UK, Luxembourg and Greece — of which only the first 
two spend more or less the same on active and passive 
policies. Germany, France and Spain are close to the EU 
average. 

However, the share of expenditure in GDP gives a dis
torted view of the real importance of active policies in 
the different Member States, since the number of un
employed people to which such policies are addressed 
varies substantially. 

One way of standardising active spending is to express 
it as a ratio to the unemployment rate (see chart 9). The 
Member States that spend proportionally more with ac
tive policies in favour of the unemployed are Nether
lands, Denmark, Sweden, Ireland and Portugal (all above 
or close to 0.2 % of GDP per percentage point of un
employment). The Member States who spend less are 
Spain, Greece and the UK (all below or close to 0.05 %). 

IU Source: OECD Employment Outlook 1999. Eurostat is developing a new data base allowing for detailed information on expenditure, as well as 
beneficiaries. 
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Chart 7 - Eu Labour market expenditure as a % of GDP divided by total 
unemployment rate, 1988-1998 
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Chart 8 - Comparison of active and passive labour market expenditure as a % 
of GDP 1998 
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While (standardised) expenditure on active policies in 
the EU as a whole has remained relatively stable since 
1992/93, the evolution by Member States has been quite 
diverse. Sweden and Germany have reduced markedly 
their average expenditure on active policies, whereas Nether

lands, Denmark and Ireland have increased theirs. The 
other Member States have shown smaller variations, with 
France, Austria and Spain showing an increasing trend, 
and Portugal, Belgium, Finland, Italy and Greece a de
creasing one " . 

On the basis of most recent data available (1996/1997). 
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Chart 9 - Ratio of active albour market expenditure, % share of GDP to 

unemployment rate, 1998, 1994 
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Chart 10 - Active labour market expenditure and unemployment rates, 1998 
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Source: OECD, and Eurostat, Harmonised unemployment rates 

Expenditure on active policies in relation to unemploy

ment may be seen as an indicator of the policy effort 

undertaken by national authorities in upgrading the skills 

of the unemployed and providing them with job op

portunities. However, other factors, e.g., the quality of 

training, the relevance of training to labour market needs 

and the motivation of participants in training may all 

also have a strong impact on people's employability. 

More broadly, active policies are not alone in bringing 

about low unemployment. This is also the outcome of 

other important institutional and economic factors, such 

as the taxbenefit system, and the way it is articulated 

with the provision of active policies, the strength of 

labour demand or the flexibility of the labour market. 
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Chart 11 - Attainment of upper secondary education level by age groups, 1997 
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Chart 10 presents standardised active policy expenditure 

and the unemployment rate plotted together. For the 

majority of Member States, spending in active policies 

is negatively correlated with unemployment. However, 

the same chart also suggests that the US and Japan and, 

in the EU, Austria, Luxembourg, UK, and to a lesser 

extent Portugal, have managed to reach low unemploy

ment rates, with relatively low average spending in ac

tive policies per unemployed person. 

While confirming the overall positive influence of ac

tive policies promoting employability in bringing down 

unemployment levels, these results also draw attention 

to the decisive role played by other policies, in support 

of the integrated approach contained in the Employ

ment Guidelines. 

2.1.2. Educational attainment levels 

and participation in lifelong learning 

High levels of educational attainment are a key enabling 

factor for achieving performing and adaptable labour 

markets. They are also a facilitating factor for further 

learning in adulthood and an advantage, when it comes 

to upgrading skills and knowledge. Overall, EU Mem

ber States have invested heavily in initial education and 

as a result have a comparatively highly educated and 

productive workforce. Over several decades, a length

ening of school education has been observed, and on 

average, the time length of formal schooling varies be

tween 14 and 16 years, whereas fulltime compulsory 

education varies between 8 and 11 years. 

Young people in all Member States reach today higher 

levels of education than did previous generations, as 

shown by the widening gap between levels of education 

among generations (see chart 11). In 1997, according 

to the Labour Force Survey, 46 % of people aged 24

34 had completed upper secondary education compared 

with 32 % in the 4564 age group. 

Although a catchingup effect has been observed in south

ern Member States, where growth rates in educational 

attainment have been higher than in northern ones, sig

nificant disparities remain. Four countries (Spain, Greece, 

Italy and Portugal) still have 60 % or more of their pop

ulation at a low level of educational attainment '2, whereas 

in Austria, Denmark, Germany and Sweden only 25 % 

of the population or less are at that level. By contrast, a 

comparison across the European Union between male and 

female rates of educational attainment shows that in 

almost all countries young women are now coming close 

to, or even exceed, the educational levels attained by men. 

Lifelong learning after initial formal education and train

ing is crucial for maintaining a highly skilled and adapt

able workforce in the EU. However, participation rates 

in further training and education are generally low and 

do not provide a uniform pattern. In 1997, only 7.5 % 

of the employees in the EU received training during the 

previous four weeks ' \ Participation rates vary from 

12
 Low level of education is assimilated here to basic secondary level or less (ISCED 02). 

13
 Source: Labour Force Survey 1997. For Portugal, France and the Netherlands, data are collected only if participation in education and training is 

ongoing at the moment of the survey (as against in the last four weeks for the remaining Member States). Incompany training is not taken into ac

count in France. Because the LFS data are not comparable in these 3 Member States, their data are ommitted in Chart 12. 
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Chart 12 - Participation in education or training of people aged 25-29 1997 
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country to country from a few percentage points in 

roughly half the Member States to over 15 % in Den

mark, Finland and Sweden. Countries which have well

developed systems of initial education and training, like 

Germany, Ireland, Italy and Austria, have participation 

rates below 10 %. 

Participation rates of different age groups in the labour 

force are also very divergent. Older workers appear to 

participate less in training activities, with most training 

going to younger age groups, especially those around 

the early thirties. Whereas only 2.5 % of workers be

tween 5559 participate in training or education, for 

those aged between 2529 and 3034 the rates are 10 % 

and 8 % respectively. 

Participation in lifelong learning activities also reflects 

strongly the initial levels of educational attainment. Those 

with highet qualification are four times more likely to 

participate in training than those with a low level of 

qualification. Overall, the above data point to the pos

sibility of rising skill gaps, in the form of increasing de

mand arising from a rapidly developing information so

ciety for a better skilled and trained workforce. 

With an ageing population, the need to retrain and up

skill to improve employability becomes crucial if the EU 

is to avoid skill shortages. According to the Commis

sion report on job opportunities in the Information So

ciety, skill shortages are already emerging and up to 

500,000 jobs are currently vacant for lack of an appro

priate supply of skilled labour. 

2.1.3. Early school leaving 

Despite the steady improvement of education systems, 

which has been responsible for the extension of initial 

education, a number of young people leave the educa

tion system too early, either on the completion of ba

sic education or by dropping prematurely out of their 

studies. In either case, these young people enter active 

life with very inadequate skills and will remain through

out their entire working lives particularly vulnerable to 

unemployment or social exclusion. By adopting as a 

proxy 14 for school dropouts the number of young peo

ple having left education with a low level of attainment, 

the average dropout rate in the EU is 18 % in 1997 

(see chart 13). The problem of dropping out of school 

early is more serious in Italy, Luxembourg, Spain and 

Portugal, where 30 % or more of the young cohorts 

leave school with only the most basic skills. Early school 

leaving among males tends to be more frequent with 

young men, except in Austria and Germany. 

H
 Available statistics do not provide comparable international figures on 'early school leavers defined as people who leave school before attaining a 

certain level of education, however this is defined. 
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Chart 13 - Share of population 18-24 years old having achieved ISCED low 

levels and not attending education and training 1997 
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2.2 ASSESSMENT OF NATIONAL 

ACTION PLANS 

2.2.1. Overview of policy 

developments 

Progress in implementation is evident in respect of guide

lines 1 to 3, where the establishment of clear targets and 

deadlines has helped to focus policy and to mobilise ef

forts. In several Member States, there is evidence that 

preventive policies have been put in place systematical

ly or expanded since the beginning of 1998 in response 

to the commitments made at the Luxembourg Summit. 

Such is the case of Denmark, Ireland, Austria, France, 

Spain, Portugal, Finland, Netherlands and Luxembourg. 

Other Member States such as the UK and Sweden, had 

already policies in place complying broadly with the new 

requirements. Despite different points of departure, and 

a few cases of delayed or questionable implementation, 

there is now a clear move towards a more preventive 

approach in order to combat youth and longterm un

employment more effectively. 

In a few cases, the implementation of new measures can 

be associated with positive outcomes in terms of lower 

inflows into longterm unemployment. However, a 

longer time span is necessary to assess the impact on 

the employment situation. 

In contrast with this encouraging outcome, the imple

mentation of policies in response to the guidelines where 

no quantified target has been set continues to offer rea

sons for disappointment. Most NAPs lack well defined 

objectives and time schedules, and innovative policies 

and initiatives are the exception rather than the rule. 

The positive examples to be highlighted are: 

• the UK, Ireland, Netherlands, Austria and Finland 

for the reforms of taxbenefit systems, 

• Belgium, Finland, Spain, Austria and Netherlands 

for partnership agreements on training; 

• Ireland, UK and Portugal for policies to combat ear

lyschool leaving; 

• Germany, Austria, Portugal for their efforts on ap

prenticeship. 

Under the employability pillar, new or enhanced guide

lines were introduced in 1999 with respect to lifelong 

learning and policies addressed to disadvantaged groups 

and individuals such as disabled persons and ethnic mi

norities. While the assessment has to concentrate on the 

measures announced rather than on achievement, the 

results are not particularly encouraging. On lifelong learn

ing, most Member States did not present a compre

hensive strategy or set a target in accordance with the 

definition agreed· in 1999, as requested by the guide

line. Particularly worrying is the fact that those Mem

ber States with less deficiencies in terms of participa

tion of workers in education and training tended to be 

among the first in suggesting an articulate policy. There
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fore, the guideline is not promoting major policy change, 
as expected. The only Member State which has fully 
complied with the guideline is the UK. 

The lack of comparable data describing the scale or nature 
of the needs of disabled people and ethnic minorities is 
a serious handicap for assessing policies addressed to these 
groups. The most articulate policy responses in the NAPs 
to the new guideline 9 are to be found in Sweden, UK, 
Denmark, Netherlands and Germany. 

2.2.2. Tackling youth unemployment 
and preventing long-term 
unemployment — guidelines I and 2 

The assessment of implementation of guidelines 1 and 
2 has been undertaken with the help of qualitative in
formation and policy descriptions, as well as quantita
tive indicators wherever these are available, on the ba
sis of the two following criteria: 

• Implementation — Have new policies and pro
grammes incorporating the preventive approach been 
fully or partially implemented (i.e. made operational, 
in terms of concrete provision of individual offers)? 

• Compliance — Can the common targets be realisti
cally achieved in the given deadline so as to fulfil 
the objective of reducing significantly the inflow in
to long-term unemployment? 

In addition, the information provided by Member States 
on the rate of inflow into long-term unemployment (as 
presented in Table 1) has been used in order to estab
lish a relationship with the outcome. This aspect is fur
ther explored in Part II of the Report. 

Progress in operational implementation 

Not all Member States are at the same stage of imple
mentation. For most, 1999 is the year of take-off or of 
implementation of the new programmes initiated last 
year. Some Member States however seem to have tak
en a more gradual approach. Due to the specific insti
tutional arrangements adopted for the whole process of 
implementation in Belgium and Luxembourg, despite 
some first steps alteady taken in 1998, the new pre
ventive approach is just being launched. In Greece and 
Italy, the effective implementation of the preventive ap
proach necessitates the reform of their respective em
ployment services. Other Member States are now in the 
process of extending the coverage of the new preventive 
policies in accordance with pre-defined plans: Spain, 
Finland, Austria, France and Portugal. 

All these Member States have launched the preventive 
approach simultaneously for the young and the adult 
unemployed. Others have opted for a two-stage process, 
where priority was given to the programmes addressed 
to the young unemployed. That is the case of the UK, 
Ireland, — Netherlands Germany —and Denmark, which 
find themselves in different stages of implementation. 

Assessment of compliance 
with the common targets 

There is now a clear move towards a more preventive 
approach in combating youth and adult long-term unem
ployment, but some Member States are more advanced 
than others in setting up the necessary framework for 
complying with the common targets: to offer to all young 
and adult unemployed a new start before 6 or 12 months 
of unemployment, respectively. Four situations can be 
distinguished in this regard. Sweden, Austria, the UK, 
Denmark, Ireland and Netherlands have complied or are 
about to comply with at least one of the targets. Other 
Member States — France, Spain, Portugal, Finland and 
Luxembourg — have set in motion a reform process which 
is expected to bring about results in line with the guide
lines before or by the agreed deadline of 2002. More con
crete progress is expected from Germany regarding the 
prevention of adult long-term unemployment. Finally, 
concerns can be raised in respect of the delays in imple
mentation in the cases of Belgium, Greece and Italy. 

On the basis of the information provided in the Na
tional Action Plan reports, Sweden, Austria and the UK 
seem to fulfil the EU-wide targets, despite very differ
ent policy mixes: 

• Sweden makes intensive use of education and train
ing, in addition to job search assistance, from the 
early stages of unemployment. Only 3-9 % of the 
young unemployed and 5.3 % of adults are not of
fered jobs or employability measures of some kind 
before 6 or 12 months(non-compliance rate). Swe
den scores well in terms of output with rates of in
flow into long-term unemployment of 3.5 % and 
5.4 % respectively for young unemployed and adults, 
among the lowest in the Union. 

• In Austria, implementation of new preventive mea
sures has been undertaken in a satisfactory way. Very 
few unemployed cross the 6 or 12 month threshold 
without being offered a new start. Measurable efforts 
have also been undertaken to increase attendance of 
apprenticeship, support training and other pro
grammes of vocarional rraining for the young un
employed. Austria displays one of the best perfor-
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Table 1 - Output indicator: inflows into long-term unemployment 

Denmark 

Sweden 

Austria (a) 

Finland (b) 

Netherlands (c) 

Ireland (d) 

UK 

Luxembourg 

Spain 

Portugal (f) 

France (e) 

Belgium (g) 

Young unemployed 

M 

8.8 

3.9 

5.6 

11.0 

12 

na 

19.6 

18.9 

15.5 

15.0 

16.8 

43.5 

W 

11.7 

3.9 

12.3 

8.9 

12 

na 

16.0 

21.4 

24.2 

18.8 

22.8 

44.0 

Total 

10.2 

3.9 

8.2 

9.9 

12 

12.3 

18.4 

20.2 

21.5 

17.3 

19.7 

43.7 

Adult unemployed 

M 

3.2 

5.1 

4.2 

14.1 

na 

na 

13.3 

13.5 

12.7 

16.8 

16.4 

34.9 

W 

3.3 

5.6 

7.8 

9.8 

na 

na 

8.4 

13.7 

19.1 

15.3 

19.8 

39.1 

Total 

3.3 

5.4 

5.4 

11.6 

na 

na 

12.1 

13.6 

15.5 

15.9 

18.0 

37.1 

Inflows into long-term unemployment measure the flow of young and adult unemployed reaching the 6th/12th month unem
ployment without any break. The data originate in national unemployment registers and therefore are not strictly comparable. The 
period covered is either 1998 or the period since the implementation of new measures up to Spring 1999, except for Belgium 
(Oct. 1997/Sept. 1998 for young people; Apr. 1997/March 1998 for adults). 

(a) for 1st quarter 1998 
(b) calculated in terms of unemployment periods 
(c) estimates on a quarterly basis; partecipants in some active measures remain registered as unemployed 
(d) Calculation on raw data provided 
(e) Complement to the output indicator provided 
(f) for the areas presently covered 
(g) Unemployement breaks of less than 3 months are not counted as exits. For this reason, the Belgian data are not comparable 
with those for other Member States. 

manees in the EU regarding the inflow into long-
term unemployment and is on good track to achieve 
its national target of halving this rate. 

• The UK concentrates on job search assistance to help 
the unemployed back to the labour market before 
they cross the 6/12 month threshold through the 
JSA scheme. The New Deal programmes for young 
and adult unemployed persons intervene respective

ly at 6 and 24 months, consisting of a range of mea
sures including intensive counselling, training and 
subsidised jobs. Earlier access to such programmes is 
provided to a small share of adult unemployed, ei
ther because they are at higher risk or in the con
text of new pilot schemes. The UK claims a non 
compliance rate of zero both for young and adult 
unemployed, which is linked to strict benefit sanc
tions. In the UK, 18 % of the young unemployed 
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and 12 % of the adult unemployed crossed the 6/12 
months threshold. 

In all other Member States, progress is being made at dif
ferent rates, but given the scarce information provided on 
policy input indicators, assessment in terms of whether 
it is sufficient to address the problem and meet the com
mon targets, has to be done mainly on the basis of inter
pretation of the qualitative information supplied. 

Denmark, Ireland and Netherlands have operationalised 
the delivery of active programmes for all young unem
ployed before the 6 month threshold, but are still short 
of the common targets in respect of adult long-term un
employed: 

• Denmark can be considered as fulfilling the target 
of the guidelines on the basis of the description of 
the existing preventive policies addressed to the young 
unemployed. However, no data are supplied to con
firm compliance. As to the adult unemployed, the 
anticipation of activation from 24 to 12 months will 
be implemented in full in 2000. 

• Ireland is implementing the preventive strategy in a 
phased approach, with the initial focus being given 
to the young unemployed. The individual process 
starts with a vocational guidance interview carried 
out just before the end of the 6 month unemploy
ment period, and is followed by referral to training, 
job or personalised job search assistance. Therefore, 
the majority of intensive employability measures take 
place only after the 6 or 12 month periods. From 
the recorded data for the first 4 months of imple
mentation, it is possible to infer an average non-com
pliance rate of 7.5 % that is the share of the cohort 
of young unemployed which crosses the 6/7 months 
threshold without having been offered any action. 

• Netherlands has implemented a preventive policy in 
regard of young people, that builds on earlier expe
rience with the WIW scheme. However, no data are 
supplied to confirm compliance. A supplementary ef
fort is presently being made to individually address 
jobless young people presenting specific difficulties. 
The implementation of the approach intended for 
the prevention of adult unemployment has started 
in several areas and is gradually extended to be ful
ly in place by 2002. 

Five Member States have started the operational delivery 
of preventive policies for young and adult unemployed 
persons based on individual job action plans, in accor
dance with the principles laid down in the guidelines: 

• Last year Portugal implemented a thorough reform 
of the labour market policy on the basis of the pre
ventive approach, which has yielded promising re
sults as only 5.8 % of young people and 1.8 % of 
adults becoming unemployed were not offered ac
tions before reaching 6 or 12 months unemployment 
(non-compliance rate) in the regions covered by the 
new policies (representing about one third of all un
employed). However, the number of those who did 
not come to the interview triggering individualised 
prevention remains quite high and more substantial 
progress is still required to achieve lower inflows in
to long-term unemployment (17.3 % and 15.9 % 
for young and adult unemployed respectively).. The 
National Action Plan 1999 foresees the extension of 
the new policies to 75 % of the total population in 
1999, and 100 % in 2000. 

• In 1998, Spain achieved and even exceeded by 7 to 
10 % its target defined in terms of offers of'actions' 
but no sound relation can be established with the 
number of unemployed to address in each of the tar
get groups. The objective for 1999 will demand a 
stronger progression (by 15 to 17 % depending on 
the type of action) but considering the increase in 
the budget allocated to the whole first pillar for 1999, 
sufficient means should be available to back this pro
gression. In 1998, 25 % of the actions were offered 
to young unemployed before they reached the 6 months 
threshold, 42 % to adults before the 12 months 
threshold and 30 % to long-term unemployed, a dis
tribution which is expected to remain the same in 
1999. 

• On the basis of the progression observed since the 
launching of the preventive approach in October 1998 
(increase of 68 % between the last quarter 1998 and 
the first quarter 1999) France seems set to meet its 
objectives in terms of number of beneficiaries of of
fers of a new start (850000 for the whole year 1999). 
In accordance with its policy orientations, France, 
like Spain, includes the long-term unemployed (and 
people at risk of exclusion) in its target group for 
the 'new start'. However, in contrast to Spain, these 
represented the bulk of the beneficiaries during the 
6 first months of implementation (75 %). A much 
better balance between preventive and active mea
sures is necessary in order to block inflows into long-
term unemployment. The share of beneficiaries of 
preventive measures is expected at least to increase 
gradually to 60 % in 1999. In 1999, the new start 
should cover half of the young target group, and a 
third of the adult target group. 
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• In January 1998, Finland launched an activation pol
icy centred around the offer of a job seeking plan to 
all unemployed before the 6 or 12 months thresh
old, which is planned to be fully implemented by 
the end of 1999.Based on interviews with the un
employed job-seeker, an individual job-seeking plan 
is worked out jointly. This plan offers various active 
programmes and progress is to be assessed at regu
lar fixed-term interviews. 

• In Luxembourg, where unemployment levels are low, 
new initiatives resulting from the adoption of the 
law on implementation of the NAP are being launched. 
These initiatives strengthen the preventive approach 
embedded in current measures. Presently only 6.4 % 
of the young unemployed and 11.2 % of adults reach 
the six and twelve months threshold respectively with
out being offered a job or unemployability measure. 
However, the current level of inflow into long-term 
unemployment still offers scope for improvement. 

Table 2 - Compliance table 

Austria 

Belgium 

Denmark 

Finland 

France 

Germany 

Greece 

Ireland 

Italy 

Luxembourg 

Netherlands 

Portugal 

Spain 

Sweden 

UK 

Guideline 1 

Compliance 

Full 
implem 

X 

X* 

X 

X 

X 

X 

To be fully 
implemented 
by... 

end 1999 

2002 

NA 

End 2000 

End 2000 

2002 

Non compliance 

X 

X 

X 

Guideline 2 

Compliance 

Full 
implem 

X 

X 

X 

To be fully 
implemented 
by... 

end 2000 

end 1999 

2002 

mid 2000 

End 2000 

2002 

End 2000 

2002 

Non compliance 

X 

X 

X 

X 

Notes: 
No policy input indicators have been supplied to confirm implementation 
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Germany is expected to carry out in 1999 and 2000 sig
nificant progress so as to comply with the two common 
targets. Priority has been given to the prevention of youth 
unemployment in its wider sense, mainly through the 
extension of apprenticeship. Progress has been registered 
with the creation of additional apprenticeship places. The 
new programme to fight youth unemployment reflects an 
additional step towards a preventive approach more in 
line with the first guideline and early results are encour
aging. As regards the prevention of adult long-term unem
ployment, early activation is being implemented more 
forcefully. A national target has been set in terms of reduc
ing the inflow rate into long-term unemployment by 10 %, 
which looks relatively modest by comparison with the 
common target set in the guidelines. 

Finally, three Member States present both delays in the 
implementation of the new preventive policies and pol
icy specifications that fall short of the requirements. 

• The target population chosen by Belgium for the 
preventive actions seems insufficiently large to meet 
the objectives of guidelines 1 and 2. Priority has been 
given to interventions towards the less qualified per
sons and, in some regions, adult unemployed per
sons aged 45 and more are excluded. Therefore, at 
this stage, not all young and adult unemployed are 
benefiting from preventive policies. The moment of 
intervention for adult unemployed is set at 12 months, 
which may be insufficient given the high initial rate 
of inflow into long-term unemployment. Also, a date 
for the launching of the new policies addressing guide
line 2 has not yet been set. 

• Italy has started implementing its new preventive 
policy. However, in terms of both individual guid
ance interviews and beneficiaries of employability mea
sures, the annual targets have only been partially met 
(40 % to 55 %). This seems mainly accountable for 
difficulties encountered in the decentralisation of the 
public employment services. Already half of the new 
regional agencies are operational for the implemen
tation of the preventive approach and the effective 
completion of the reform of the employment ser
vices was scheduled for July 1999. However, Italy 
must also cope with the inefficiency of some of the 
measures offered to adult unemployed and the over
all reform of the benefit system envisaged to back 
the preventive approach. 

• Greece is now starting to implement individual guid
ance interviews. The targets in terms of personalised 
interviews and beneficiaries of employability mea
sures were only partially met (30 % to 40 % take-
ups in one of the main measures offered in the pre
ventive approach). Decisive progress can only be 
achieved with the effective reform of the employ
ment services. This is ongoing but no precise dead
line has been put forward. The challenge is there
fore considerable, especially when account is taken 
of the intention to strengthen the activation of long-
term unemployed. 

Common policy indicators 

A crucial factor for the assessment of progress is the pro
vision of administrative data in accordance with the com
mon policy indicators agreed between the Commission 
and the Member States. While many Member States 
have made a noticeable effort in improving their mon
itoring systems, so as to provide the data with the re
quired level of detail, the situation is still far from sat
isfactory, as it does not allow for a thorough evaluation 
of compliance with the common targets. Table 3 sum
marises the situation. 

In most cases, the absence of sufficient quantified data 
is due to the lack of an appropriate monitoring system. 
This seems to be especially the case with Italy, Greece, 
Netherlands and Germany. The challenge is all the greater 
as the present deficiencies of the monitoring systems re
flect the late implementation of the preventive approach. 
In other cases, the time elapsed since the launch of the 
new programmes was considered insufficient (France), 
or simply no explanation was given for the absence of 
data (Denmark). In many cases also, the consistency of 
the data remains questionable. 

There is clearly scope for improvement in this respect, 
particularly the provision of flow data for assessing com
pliance with the targets set in guidelines 1 and 2. De
spite the clear improvement in quantified information 
on active measures for guideline 3, difficulties of inter
pretation still persist. Some Member States have not yet 
provided data in accordance with the agreed indicators, 
and others have interpreted these in a way that limits 
comparison with other Member States. It is expected 
that next year all Member States provide information 
on the basis of common definitions. 
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Table 3 - Provision of common policy indicators 

Belgium 

Denmark 

Germany 

Greece 

Spain 

France 

Ireland 

Italy 

Luxembourg 

Netherlands 

Austria 

Portugal 

Finland 

Sweden 

UK 

Guidelines 1 and 2 

Indicators 
of effort 

* 

* 

* 

* 

*(D 

*(D 
* 

* 

* 

*(3) 

Input 
indicator 

* 

*(D 

* 

* 

* 

* 

* 

Output 
indicator 

* 

* 

* 

*(2) 

*(D 

* 

*(D 
* 

* 

*(3) 

* 

*(D 

Guideline 3 

Input indicator 
(activation) 

* 

* 

* 

* (1) 

* 

* 

* 

* 

* (1) 

* 

* 

Output 
indicator 

* 

* 

* 

-

Effort and input indicators enable the measurement of efforts undertaken in implementing the policies recommended under the 
first three guidelines and progress towards compliance with the common targets Output indicators give indication about the ef
fectiveness of the policies. 
1. Incomplete data 
2. Indicator is based on exit flows from unemployment. 
3. Indicators are based on employment spells and not persons. 

2.2.3. Increasing activation 
- guideline 3 

Guideline 3 establishes a benchmark for the use of train
ing and other similar active measures in upgrading the 

skills of the unemployed. The benchmark has been de
fined as the average of the best performing Member 
States. On the basis of the statistical data available by 
the time the first guidelines were drafted '5 the bench
mark has been set at 20 %. 

The percentage of unemployed workers having participated in training actions during the last four weeks. Source: Labour Force Survey, Eurostat. 
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Table 4 - Activation rate - 1998 

Member State 

Sweden 

Belgium 

Denmark 

Germany 

Ireland 

Luxembourg 

Finland 

Spain (a) 

Portugal (b) 

Greece (c) 

Austria 

Partecipants in all measures Partecipants in training 

Number 

266,494 

350,311 

100,500 

1,616,000 

82,000 

1,718 

113,234 

520,440 

71,245 

NA 

38,402 

Schare of the 
unemployed 

93.3% 

64.8% 

55% 

37.2% 

36% 

3 1 % 

30.4% 

27.2% 

18.4% 

18% 

18.7% 

Number 

136,774 

32,740 

54,700 

954,000 

17,904 

717 

63,992 

434,315 

30,349 

NA 

20,930 

Share of the 
unemployed 

47.8% 

6% 

30% 

22% 

7,9% 

12.7% 

17% 

22.7% 

7.8% 

14% 

8% 

(a) Figures include formal training of unemployed persons provided by education institution 
(b) Figures do not include beneficiaries of exemption from compulsory social security contributions to promote recruitment of 
LTU and young people 
(c) Own countri estimates. 

The activation ratio has been agreed as input indicator 
for this guideline. It is defined as the annual average 
number of previously unemployed participants in ac
tive measures divided by the number of registered un
employed persons. Measures include training (includ
ing facilities to return to the regular education system 
or adult education), as well as 'similar measures' defined 
so as to include subsidised work experience, job schemes 
as well as start-up incentives for unemployed. On the 
basis of the given data, three groups can be distinguished 
(Table 4): 

• Eight Member States — Sweden, Belgium, Den
mark, Germany, Ireland, Spain, Luxembourg, Fin
land, and Spain — indicate that the 20 % goal has 
been exceeded. The data provided look plausible and 
broadly comparable in the light of the above de

scribed input indicator. The average for these Mem
ber States is about 45 %. 

• Italy, Netherlands and the UK likewise indicate that 
they have exceeded the 20 % goal. However, these 
claims fail to be supported by convincing data, as Nether
lands does not provide information on the input indi
cator while Italy and UK base their estimates mainly 
on sums of flow data instead of yearly averages of par
ticipants. In addition, for the calculation of the acti
vation rate, the UK includes programmes with com
ponents of vocational counselling and job search assis
tance, which the Commission could not consider for 
the sake of comparison with other Member States. 

• France, Austria, Greece and Portugal recognise that 
the 20 % goal has not yet been reached. These Mem-
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ber States indicate how they want to reach this goal 
and which steps have been taken; Whilst Greece intends 
to use the whole range of activation measures to reach 
the target, Portugal focuses on training measures. 

These figures confirm that Member States have quite dif
ferent points of departure as regards the level of partici
pation in active measures. More interestingly, they show 
a huge discrepancy between participation in training and 
other types of activation, like subsidised employment and 
temporary work schemes for the unemployed. This dis
crepancy is especially huge in Belgium, and Ireland. 

Although some temporary work schemes may contain 
some elements of in-the-job training and contribute there
fore to raising skills, many can be considered as pro
moting employment in 'secondary' or 'intermediate' labour 
markets, often for beneficiaries of social protection pre
viously out of the labour force, rather than seeking an 
effective re-insertion of the unemployed into the open 
labour market. It is therefore open to question whether 
such measures, however justified they may be to tackle 
high numbers of long-term unemployed or inactive peo
ple at national or regional problems, do effectively ad
dress the European guideline. 

The role of Public Employment Services in implementing preventive and 
active policies 

Public Employment Services play a key role in the implementation of the employability pillar of the Em
ployment Guidelines. They act both as important service providers themselves and a focal point in a wider 
system of service providers combining services of different organisations into one package, tuned to the indi
vidual needs of unemployed job-seekers. The implementation reports clearly indicate that the European em
ployment strategy is contributing positively to the ongoing modernisation of national delivery systems for em
ployment services. 

Whereas some Member States had already initiated reforms during the 1990s, in others, and especially in the 
Southern Member States this reform process has just recently taken off. Greece is establishing a nation-wide 
network of Employment Promotion Centres for providing active services to unemployed job-seekers. The re
gional devolution and de-monopolisation of the Italian Public Employment Service is now underway and seems 
to be approaching a decisive stage. For Spain a similar process has been reported. 

In many Member States new employability policies oriented towards an individualised approach of unem
ployed job-seekers and prevention of long-term unemployment are triggering major changes in the service 
model operated by Public Employment Services. Several Member States describe how PES services become 
more explicitly articulated into successive stages, starting shortly after registration with an interview in order 
to diagnose needs and prospects and to formulate an individual action plan, subsequently providing more in
tensive assistance to those at risk of long-term unemployment, and thereafter monitoring continuously the 
progress made towards (re-)integration into employment. 

In a large number of Member States additional resources have been made available for achieving the targets 
of the employability pillar. These give more opportunities to the PES to refer unemployed job-seekers to spe
cial employment measures. Often the PES themselves are also given additional staff for implementing the in
dividualised service model (as in France, Germany, Ireland, Luxembourg, Portugal and Finland). Also more 
elaborate use of modern information and communication technology has been mentioned as a key factor of 
modernisation by Germany, Greece and Italy. 

The percentage share of training is an important aspect The indications left by the analysis of expenditure in 
to consider in the assessment of the quality of activa- active labour market policy suggest that, at least for some 
tion efforts. In recognition of this aspect, some Mem- Member States, more resources have been spent in ac-
bcr States have defined the national target in terms of tive policies. This is the case in Denmark, Netherlands 
the participation rate in training measures only. and Spain, and, to a lesser extent, Germany. 
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2.2.4. Reviewing tax and benefit 
systems - guideline 4 

Improving the incentive structure of the tax and bene
fit system is a common concern among Member States. 
Several countries are in the process of reviewing and to 
some extent reforming their tax and benefit system based 
on medium-term strategies spanning several years. How
ever, given the growing importance given to this issue 
in the Broad Economic Policy Guidelines and in the 
1999 Employment Guidelines, the overall response has 
been weak. Policies in this field need to be strength
ened and further efforts are warranted in order to im
prove the employability of the work force and encour
age employers to recruit. A thorough evaluation of per
formance on the basis of actual implementation of poli
cies adopted will be carried out in next year's report. 

In general terms, the policy orientation is towards 
strengthening the economic incentives for work, bring
ing elements of activation into the tax and benefit sys
tems, in combination with measures aiming to raise 
labour demand for marginalised groups of the labour 
market. While only a limited number of Member States 
have made modifications in the benefit system, affect
ing inter alia duration and eligibility rules, almost all 
have initiated reductions in income tax or employee's 
social contributions in order to make work pay for all 
segments of the labour market. 

UK and Ireland have adopted a policy based on in-work 
benefits, and plan to strengthen this policy as one of 
the key instruments to provide incentives for unem
ployed or inactive people to seek and take up work. 
France, Austria, the Netherlands and Portugal have in
troduced or reinforced the possibility for all unemployed 
or specific target groups to receive in-work benefits. 

Furthermore, work incentives may be increased by an 
extension of the work-related social protection system. 
Elements connected to work such as contributory (so

cial insurance) benefits and income security may influ
ence the decision to seek and take up a job. Several 
Member States have taken steps to build in work in
centives within the social protection system. For exam
ple, the UK has extended certain rights to workers that 
were previously excluded, such as those on low paid or 
with short-term contracts, and a minimum income guar
antee for lone parents who take up work. The Nether
lands has improved the protection for workers taking 
up flexible contracts. 

The importance of strengthening work incentives by re
forming unemployment benefit systems has been high
lighted by several Member States, which over recent 
years have been moving in the direction of reduced re
placement rates, tightened eligibility rules and a strength
ening of job availability requirements. However, major 
policy changes are scarce. Only the UK, Italy, Luxem
bourg, Belgium and Spain have announced changes, al
beit in most cases of limited scope. The majority of 
Member States seems to prefer to reduce real net re
placement rates, and thereby increase the incentive to 
take up jobs, by targeted tax reductions, tax credits or 
other in-work benefits, instead of extensive reforms of 
the unemployment benefit system. 

The initiative of Netherlands and Sweden to set na
tional targets concerning benefit dependency rates for 
the working-age population and the share of social se
curity spending are welcome. 

To tackle the problems of low participation and early 
retirement of older workers, Denmark, the Netherlands, 
Finland and Austria have adopted comprehensive pro
grammes based on a clear strategy considering both the 
demand and the supply sides of the labour market. In 
Sweden, where the share of older workers in long-term 
unemployment has been rising, a public temporary em
ployment scheme for unemployed over 55 has been in
troduced, and in Germany, where a similar scheme is 
already in force, the duration of support has been in
creased from 3 to 5 years. 
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European Social Fund (ESF) 

Few Member States provide detailed financial and other information on how the ESF supports the Employ
ment Guidelines and the NAPs. 

Some Member States mention the ESF contribution under each appropriate guideline while others provide a 
summary of the ESF support. Only Finland provides information at all levels, and gives sufficient detail on 
how the ESF is supporting the guidelines and the NAPs. Therefore, a horizontal assessment of the priorities 
supported by the ESF is not possible. 

The NAP exercise only started in 1998, in the middle of the current ESF programming period, when most 
of the financial commitments in the Member States had been made. Against this background, the room for 
manoeuvre to provide strategic support for the Guidelines was limited. As to the forthcoming programming 
period 2000-2006, some Member States express their intentions to focus the Fund interventions more strate
gically on the Guidelines and the respective NAP. 

Among the Structural Funds, it is the operations of the ESF that are more directly and explicitly aimed at 
underpinning the Employment Guidelines and the National Action Plans. It is the main EU-level financial 
instrument for supporting human resources development and labour market policy and hence, for helping 
Member States to develop and implement the Employment Guidelines. 

The Structural Funds Regulations for the period 2000-2006, and the Guidelines for their operation, require 
Member States to integrate the programming of the Structural Funds interventions, in particular ESF-sup-
ported programmes, with the implementation of the Employment Guidelines and more generally, the Euro
pean employment strategy. Thereby, they will contribute to the overall objective of economic and social co
hesion. 

The five policy fields of ESF intervention in the coming period are: promoting employment through active 
labour market policies; promoting an inclusive society, open to all; promoting lifelong learning; developing 
adaptability and entrepreneurship; and promoting positive action for women. 

For the next programming period 2000-2006, the ESF resources allocated to Objective 3, EQUAL and in
novative measures will amount to about 1h 27 bn, to which must be added the ESF participation in Objec
tives 1 and 2 programmes. The EQUAL Community initiative will be geared towards supporting employment 
and social cohesion, but the other initiatives — URBAN, LEADER and Interreg — will also help create a 
positive framework for job creation. 

2.2.5. EnCOUraging a partnership aimed at improving employability. In only a few cases, 
approach tO employability and information has been provided as to whether these agree

ments are new. promoting lifelong learning -
guidelines 3 dna Ο The m o s t concrete agreements are provided by Belgium, 

Guideline 5 urges the social partners to conclude agree- F i n k n d ' S P a i n ' A u s t r i a ' t h e Netherlands - and to a less-
ments in order to increase the possibilities for training, e r e x t e n t " Germany and Italy. Since these plans not 
work experience, traineeships or other measures to pro- οη1Υ describe general joint targets, but refer to real agree-
mote employability. ments between the social partners, they best meet the 

intentions of the guideline. 
While a majority of Member States report on agree
ments concluded by the social partners, most of these Three countries presented this year broad based agree-
relate to very specific sectors and/or specific activities ments aimed at increasing possibilities for training and 
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Table 5 - Member States' compliance with guideline 5 

Agreements 
concluded 

Of wich on 
employab. 
measures 

Indicators 
proposed 

New 
initiatives 
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EL E 

V 

V V 

F 

v 
IRL 

V 

I 

V 

v 

L 

v 
NL 

V 

vv 

A 

v 

vv 

v 

Ρ FIN 

V 

V V 

S 

V 

UK 

ν Indicates completion 
Ί y Indicats concrete agreements 

other employability measures. They are Belgium, Ire
land and Italy, However, no details on measures already 
taken or to be taken in future as a result of these agree
ments are mentioned. 

Ongoing negotiations or intentions in specific areas with 
or between social partners are mentioned by Austria, 
Belgium, Spain, France, Germany, Netherlands, Lux
embourg and U K 

A few quantitative and binding targets and indicators are 
reported under this guideline. Belgium will increase the 
percentage of total salary spent for training purposes, while 
Denmark will increase private training places and create 
more jobs on special termsew initiatives under this guide
line were mentioned only by Austria. Among the new 
measures mentioned are: training leave, increased use of 
social partners institutes for further training and devel
opment apprenticeships and vocational training 
schools. Guideline 6 calls on Member States and Social 

Partners to develop possibilities for lifelong learning, in 
particular in the area ofinformation and communication 
technologies. The availability of training for all workers, 
and in particular for older workers is also highlighted. 

Lifelong learning has been defined by the Member States 
and the Commission as encompassing all purposeful 
learning activity, whether formal or informal, under
taken on an ongoing basis with the aim to improve 
skills, knowledge and competence. However, most Mem
ber States still tend to define lifelong learning in a rather 
narrow sense. Netherlands, Ireland and Greece are the 
only countries embracing the broadest concept of life
long learning, which is the closest to the definition agreed 
with the Member States. 

This is reflected in the lifelong learning strategies pro
posed by the Member States. Although some Member 
States explain why lifelong learning is important or in
dicate specific target groups or areas for development, 

Table 6 — Member States' compliance with guideline 5 

Definition 

Strategy 

Target 

B 

V 

D DK 

V 

EL 

V 

v 

E F 

V 

IRL 

V 

v 
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V 

L NL 

V 

V 

A 

V 

Ρ 

V 

FIN 

V 

S 

V 

UK 

V 
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a clear strategy is presented only by the United King
dom, Netherlands and Finland. These countries also un
derpin their strategy with broad-based learning measures. 
Ireland has also defined a comprehensive lifelong learn
ing strategy and implementation measures are in the 
planning phase. A strategy for lifelong learning appears 
to appeal mostly to those Member States who already 
have high rates of participation in lifelong learning ac
tivities and high levels of educational attainment. The 
remaining majority of Member States choose to list a 
number of activities or new initiatives which are most
ly unrelated to each other and rather correspond to par
ticular needs in some areas. 

Examples of such initiatives are: 

• Certification of skills: a priority in France, 
Nether"inland, the UK and Austria. 

Ireland, 

Member States remain generally quite vague on how a 
partnership approach plays or could play a role in fur

thering continuing education and training. Only Nether
lands, Austria, Italy and Denmark specify the role the social 
partners are playing in implementing lifelong learning. 

Besides the definition of a concept and a strategy for life
long learning, the guideline asks Member States to set a 
national target for participation in lifelong learning. A 
quantitative target is set by nine Member States: Austria, 
Sweden, Italy, Belgium, Denmark, France, Greece, Por
tugal and the United Kingdom. Except for Greece, these 
Member States also commit themselves to reaching pre
cise quantitative goals. Targets are defined in terms of: 

• achieving a certain level of educational attainment 
(Sweden, UK, Greece), 

• participation in adult learning (UK, Austria, Italy, 
Denmark, Portugal, France, Greece); and 

• funding to be earmarked for lifelong learning (Aus
tria, Greece, Belgium). 

Information Society 
The vast majority of Member States present or mention a strategy for promoting the Information Society. In 
some cases comprehensive strategies are already implemented and are fully coordinated with the NAP. Other 
Member States are still at the planning stage, and in a third group, strategies exist but have yet to be coordinated 
with the NAP. All Member States acknowledge that there is an increasing shortage of 'Information Society' pro
fessionals in all sectors. This problem is being tackled from two main perspectives: specific efforts in the educa
tion and training systems; and the creation of new business — with support from public authorities. However, 
the implications of the new technology for the adaptability of enterprises and workers are hardly addressed. 

Seven Member States are creating task forces or observatories to identify the sectors with skill shortages and 
to adapt the education system. Increasing the proportion of female students in new technologies is identified 
as a priority by some Member States. Basic training in information technology is underlined by all. The ma
jority of Member States are increasing school connections to the Internet with accompanying training of teach
ers (Sweden, Finland, France) and incorporation of information technology into the school curriculum (Ire
land, Portugal, Denmark). The opportunities for technical training, both for school leavers and in conversion 
courses for older workers, are less evident in the actions mentioned. 

As far as new jobs are concerned, most plans stress the need for a simplification of procedures and the re
duction of red tape for business start-ups. They see the use of information technology as an important tool 
to achieve this. The French (NET enterprise) and UK (Access Business Initiative) systems are already in place. 

2.2.6. Reducing early school leaving -
guideline 7 

Depending on their situation regarding participation in 
education, Member States have set different priorities in 
relation to the issue of eatly school leavers. Most Mem

ber States address the reduction of school failure at all 
the levels of their education and training system and 
seek to ensure the provision of a minimum level of ed
ucational qualification to all young people. They are 
therefore developing comprehensive strategies in which 
a better preparation and adaptation to working life is 
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seen as a means to achieve the overall improvement of 
educational achievements, the clearer illustration of this 
approach being the UK. In addition, a few Member 
States, like Portugal, Ireland but also the UK have yet 
to overcome a significant problem of dropping out be
fore the end of compulsory schooling 16. 

Due to the scarcity of quantitative targets and indica
tors (only Belgium and Sweden provide comparable quan
titative information and France, Portugal and Greece 
present a rather comprehensive set of indicators for mon
itoring purposes) and the absence of a clear definition 
of the problem to address, it is extremely difficult to 
make an assessment of the efforts undertaken in rela
tion with the priorities. 

Examples of initiatives taken to reduce early school leav
ing are: 

• targeted intervention against early school leaving and 
school failure in economically and socially disadvan
taged areas (Portugal, UK, France, Italy, Ireland) or 
in big cities (Netherlands); 

• alternative curricula or special classes (Greece, Ire
land, Portugal, France), with the provision of spe
cific individual support to pupils and students en
countering learning difficulties; 

• strengthened orientation and guidance at different 
levels of the education system (Greece, Spain, Aus
tria), notably through more individualised approaches 
(Netherlands, Denmark); 

• early identification of pupils at risk of failure (Swe
den, Italy); 

• actions targeted to the most disadvantaged groups, 
including ethnic minorities (UK) and young people 
with disabilities (UK, Germany, Spain, Austria). 

Most Member States are increasing the flexibility of their 
education system through the creation of new bridges 
between the different components in view to facilitating 
're-routing' and providing an appropriate educational 
achievement to all young people. In some cases, this goes 
together with the extension of practical training in work
ing situation to address those young people at risk of fail
ure. Portugal, Sweden and the UK are developing mea

sures to enable the return to education of those young 
people already at work, despite a low level of educational 
qualification, so as to prepare them better for their future 
careers and minimise the risk of unemployment. 

2.2.7. Equipping young people with 
better skills - guideline 8 
Moving from school to work can be facilitated by such 
objective factors as a high quality and level of initial ed
ucation, the existence of a flexible labour market that 
incorporates outsiders and a strong overall demand for 
labour. It is therefore difficult to assess how the acces
sion to the labour market, and in particular the ability 
to find a job within a reasonable delay after leaving 
school, is influenced by the type of training or the na
ture of the skills provided during such training. 

In the absence of longitudinal data on the transition process 
allowing for such clarification 17, it is possible however 
to measure the employment probabilities of new school 
leavers. In the EU, 62 % of school leavers find a job 
within a year after leaving education. Female school leavers 
have however only a 59 % chance to find a job, com
pared to 64 % of their male counterparts. This figure 
hides further wider divergences among Member States: 
employment probabilities for school leavers are as low as 
36 % and 31 % in Finland and Italy respectively and as 
high as 80 % and 86 % in Denmark and Germany. 

The strategies developed to improve the preparation and 
adaptation of young people to working life give a key 
role to the improvement of the technical and voca
tional training systems. Sweden is the only Member 
State which also put emphasis on the increase of high
er education graduates to answer its labour shortages. 

All the Member States tend to favour the development 
of in-house training. Luxembourg, Austria and Germany 
are pursuing the modernisation and expansion of their 
apprenticeship systems (through the addition of new 
trades, a better anticipation and adaptation to the changes 
of existing qualifications). Germany increased public sup
port to the SMEs and the New Länder and met the 
quantitative target it had set for 1998 whilst Austria has 
both extended the offer of apprenticeship places in new 
trades and implemented its special aid programme to 
accommodate young people who fail to find an ap-

16 However, regarding the UK, the importance given to this problem in the NAP is not reflected in the statistical data available on the situation of 
that country presented in Chart 13. 
17 The new Labour Force Survey module on transition to be implemented by year 2000 is expected to provide longitudinal data on transition from 
school to work by types and levels of education. 
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prenticeship place. In Denmark, thought is being giv
en to countering the persisting decrease of apprentice
ship places registered over the last years. 

The participation in apprenticeship has also progressed 
in several Member States where it is not the main com
ponent of vocational training, like in Portugal which 
has met its quantitative target, the UK, Ireland, Bel
gium and Luxembourg. Spain and Italy mainly focus 
on the development of labour-training contracts. 

Several initiatives are being taken to improve the pro
vision of technical and vocational training: 

• Revision of curricula at upper-secondary levels in 
view to include the acquisition of 'key social quali
fications' (Austria); 

• Introduction of practical training at post-secondary 
level (Sweden, Netherlands, Austria, Finland, France, 
Greece); 

• Reform of technical and vocational programmes ei
ther to facilitate and extend access or to up-date and 
adapt their content (Denmark, Luxembourg, Spain 
and Portugal); 

• Italy intends to implement its new system of quali
ty standards to improve the quality of its vocation
al training and has recently introduced by law, pro
visions ensuring that all young people, up to the age 
of 18 take part in vocational training programmes. 

France and Spain are also acting to reinforce the links 
between education and the business world by setting 
up new structures to better follow and anticipate the 
changes in occupations and qualifications and adjust ac
cordingly their education and training curricula. 

Nearly all Member States are giving priority to prepar
ing young people for the use of new information and 
communication technologies and have accordingly 
launched or prepared schemes to equip schools with 
these technologies, including in some cases (Sweden, 
Germany) special provision for the appropriate training 
of teachers. New measures have been launched in the 
case of Denmark and Netherlands. 

2.2.8. Promoting a labour market 
open to all - guideline 9 

This new guideline for 1999 requires Member States to 
give special attention to the needs of the disabled, eth

nic minorities and other groups and individuals who 
may be disadvantaged, and develop appropriate forms 
of preventive and active policies to promote their inte
gration into the labour market. The present assessment 
is based on measures already implemented or announced. 
Next year's report should contain a more developed as
sessment. However, policy development and analysis are 
severely hampered by a lack of data describing the scale 
or nature of the needs of disabled people, ethnic mi
norities and other groups and individuals in the labour 
market. Only Sweden, UK, Germany, Netherlands and 
Denmark collect comprehensive data on one or both of 
the two main groups. 

Overall, responses have been poor and lacking focus. A 
coherent set of policies combining integration and non
discrimination is called for. The majority of Member 
States, which has failed to address the need for mea
sures to combat discrimination, should consider how to 
deal with this in future. Equally, most Member States 
need to take steps to ensure that disadvantaged groups 
and individuals benefit effectively from mainstream ac
tive and preventive labour market measures, in addition 
to providing specific, tailored programmes linked, for 
example, to language skills. In addition to a better iden
tification of needs as mentioned above, this requires, as 
a first step, effective monitoring of the participation of 
disadvantaged groups in such measures in relation to, 
for example, their share in the workforce or in unem
ployment (as is done in the UK and the Netherlands) 
and the setting of targets to be achieved by the PES and 
other agencies. 

Disabled People 

Disabled people are among the target-groups that ben
efit most from labour-market spending. In 1998 Swedish 
unemployed disabled people accounted for 15 % of the 
participants in active labour market measures. Greece 
has stated that 10 % of places under the first three 
guidelines will be earmarked for disabled people. 

Notwithstanding some impressive measures, the mostly 
piecemeal initiatives listed are unlikely to adequately 
translate the political commitment taken by Member 
States to move from a dependency-oriented approach to 
more active and preventive employment and labour-mar
ket policies. These call for a comprehensive and multi-
faceted approach. In that context, one should acknowl
edge the commitment made by some Member States 
(Germany, UK, Spain, Italy and Luxembourg) to bet
ter target employment and labour market policies, with
in the mainstream approach, to make them more tai
lored to the specificities of disabled people. 
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The fresh priority given by UK and Luxembourg to health 
and safety policies to prevent the occurrence of occupa
tional accidents and diseases — along the same lines as 
the Netherlands continues to implement - is welcome 
Supported employment aimed at helping disabled peo
ple find and retain a job on the open labour market is 
also being given more and more attention. However, in 
the absence of evaluation results, it is premature to draw 
any conclusions as to whether or not employment poli
cies for disabled people meet their objectives. 

Ethnic minorities and other disadvantaged 
groups and individuals 

Member States have interpreted the reference to ethnic 
minorities in different ways, with some (UK, Nether
lands) using a broad definition to encompass 'visible mi
norities' (i.e. people who appear to be of foreign origin, 
irrespective of their nationality), while others restrict the 
scope either to non-nationals or non-EU nationals (Ger
many, Sweden) or to national minorities (Ireland, Fin
land, Austria). While this heterogeneity may, to some 
extent, reflect the different ethnic mixes of the Mem
ber States (though little monitoring data is provided to 
support this), it also leads to a lack of comparability be
tween the NAPs. 

Member States have also variously interpreted the in
troduction to the Guideline, with only Sweden, the UK, 
Netherlands, Belgium and Denmark responding to the 
call for a coherent set of policies combining measures 
to both promote integration and combat discrimination. 
In these cases important actions include: anti-discrimi

nation legislation, marketing the value of diversity to 
business and ensuring ethnic minorities have access to 
mainstream active labour market measures in propor
tion of their share of unemployment. 

In many cases, it is not possible to judge the scale of 
the effort in Member States as no data is provided on 
the financial or other resources devoted to the integra
tion effort. Examples of employability measures deliv
ered by PES or training institutions in this area include: 

language training (Finland, France, Denmark, UK, 
Germany, Belgium, Sweden); 

targeted counselling (Germany, Sweden, Austria); 

enhanced education for young people (Ireland, Den
mark, Sweden, Greece, Finland); 

start-up grant for immigrant entrepreneurs (Sweden); 

validating foreign qualifications so they can be used 
on the domestic labour market Sweden). 

The plans of Member States to improve the labour mar
ket position of 'other disadvantaged groups and indi
viduals' are, in general, most unsatisfactory. A number 
of countries refer to a number of such groups (former 
prisoners, homeless, drug or alcohol addicts, juvenile of
fenders, individuals with AIDS, single parents etc) 
No programmes individually tailored to the needs of the 
particular groups have been presented — except for some 
groups in Ireland and the UK. 
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3. PILLAR II - DEVELOPING ENTREPRENEURSHIP 

Member States are called on to undertake concrete 
action to attain the following objectives: 

• To make it easier to start up and run businesses 
(guidelines 10 and 11); 

• To exploit new opportunities for job creation (guide
lines 12 and 13); 

• To make the taxation system more employment 
friendly (guidelines 14 and 15). 

3.1 A COMPARATIVE OVERVIEW 
OF THE SITUATION IN 
MEMBER STATES 

3.1.1 Business structure -
the importance of SMEs and 
self-employment 

There is a widespread recognition of the role of SMEs 
as the main generators of new employment. In the Eu
ropean Union, over 99 % of business employ fewer than 
250 people and represent 66 % of total employment 18. 
The contribution of SMEs to employment is significant 
in every Member State, but it tends to vary with eco
nomic structure. In Greece 86 % of jobs are provided 
by SMEs whereas the corresponding percentage is 56 % 
in Denmark, Finland and the UK. The development of 
employment between 1988 and 1997 has shown that 
employment in large enterprises is more vulnerable to 
business cycle fluctuations than is employment in SMEs19. 
In addition, there is a general agreement that small busi
nesses have substantially increased their share of total 
employment in developed economies in recent years 20. 

In the EU as a whole the importance of SMEs in em
ployment varies widely between sectors, being more im
portant in catering, personal services, construction and 

retailing. Three sectors with the highest growth in the 
recent past (business services, personal services, hotels 
and restaurants) are characterised by a large share of 
SMEs. Future job growth in these sectors is likely to be 
associated with the growth of SMEs 2 ' . 

Self-employment 

In 1997 some 15 % of all those in employment in the 
Union were self-employed. About one third of these have 
employees which represent 5 % of total employment in 
the EU. High levels of self-employment, however, should 
not be taken as an index for a developed entrepreneur-
ship culture or of a dynamic business structure, made 
possible by high flexibility in product and service mar
kets. Rather it may simply reflect the weight of tradi
tional agriculture or retail trade activities, or in certain 
cases represents hidden forms of employment. 

The importance of self-employment varies widely across 
the EU, with some Member States — Spain, Ireland, Italy 
and Portugal — having rates above 20 % and Greece over 
30 %. However, the self-employed with employees do not 
represent more than 5 % of total employment. 

The idea that self-employment tends to increase as a re
sponse to a difficult situation in the labour market does 
not seem confirmed by the evidence. No evident corre
lation can be established between the levels or growth 
of self-employment and unemployment. Variations in 
the rate of self-employment across Member States should 
be primarily attributed to differences in economic struc
ture, legislation, openness to trade, skills, tax-benefit sys
tems, as well as the entrepreneurial climate. 

3.1.2. Obstacles to entrepreneurial 
activity 

In many Member States, the creation of new firms faces 
considerable difficulties, such as complex and multiple 
regulations, imposed at different layers of the adminis
tration (central, regional, local) and by different depart-

Enterprises in Europe, Fourth report, SME project, Eurostat 1996 p.26. 
Ibid. p. 15. 
Fostering Entrepreneurship, OECD, 1998, p.46. 
Employment in Europe 1998, European Commission 1999, p. 19. 
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Chart 14 - Share of selfemployed in total employment 1994-1998 
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Chart 15 - Delays for company registration 
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ments (health, labour, tax, etc.), often with very little 
coordination among them. Other factors play an in
hibiting role for the creation and further development 
of business and particularly of SMEs, such as inadequate 
access to financing, limited availability of information 
and advice, insufficient training or the high marginal 
cost of contributions to social security. Also, the ma
jority of self-employed persons never create further jobs 
due to various constraints and difficulties they face. 

A recent study, commissioned by the European Com
mission to fill some of the gaps in comparable data on 

obstacles to entrepreneurial activity 22, has provided in
formation about the total number of procedures need
ed for company registration as well as the average time 
delays for company registration in all Member States 
and the US. 

Charts 15 and 16, drawn on the basis ofinformation 
from this study, show that there is real scope for im
provement in the majority of Member States as regards 
company registration procedures, and that further ef
forts are needed in order to promote the creation and 
development of business. 

22 LOGOTECH, European Commission 1997. 
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Chart 16 - Total number of procedures for company registration 
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Excluding the UK, Luxembourg and Denmark, which 
seem to have a very effective business registration sys
tem, enterprise creation in other Member States has to 
go through more lengthy administrative procedures com
pared to the US. 

As regards the number of procedures for company reg
istration, the differences between Member States are strik
ing, as it ranges from 28 in Greece to only one in Den
mark. 

The seriousness of obstacles to business creation in cer
tain countries becomes more evident if charts 15 and 16 
are examined together. The situation in Greece, Italy and 
Spain calls for an intensive effort on the part of policy 
makers to reduce obstacles associated with the creation 
of new business. Apart from the three best performing 
Member States (Denmark, UK, Luxembourg) in all oth
ers more than 5 weeks of delay or more than 5 different 
procedures are needed for a new company to start-up. 

3.1.3. The job potential in the service 
sector 
Low overall employment rates are associated with low 
employment rates in service sectors. In modern economies, 
such as EU Members States or the US, employment in 
agriculture and industry is stagnating or declining, while 
new jobs are mainly created in the tertiary sector. There
fore, future increases in the overall employment rate in 
the EU will be driven by an expansion of jobs in ser
vices. The scope for this seems substantial. Employment 

in services accounts for only 39.2 % of working age 
population in the EU in 1997, while it accounts for 
54.2 % in the US (see chart 17). This difference alone 
accounts for more than 36 million jobs. 

In Denmark, Sweden and UK, employment in services 
already amounts to 50 % or more of working-age pop
ulation, while in the southern European countries and 
in Germany, this percentage remains below 40 %. Over 
time, there has been a clear trend towards increasing 
employment in services in the majority of Member States, 
but progress since the mid-eighties has been more mod
est in Italy, Germany and France. In Sweden and Fin
land, where the service sector employment rate fell by 
more than 3 percentage points, employment rates also 
went down in all sectors and, particularly, in industry. 

Expansion of jobs in services is often associated with the 
working-poor phenomenon or, in other words, to the 
expansion of low productivity, low skill jobs. The real
ity is more complex, however. A close inspection of the 
employment gap between the EU and the US 23 reveals 
that both low-productivity, low-pay sectors — such as 
hotels and restaurants, retail trade — and high-produc
tivity, high-pay sectors — such as business services, ed
ucation — contribute to this gap. 

Countries with high employment rates tend to have high 
levels of employment in all service sectors. In the con
text of increasing overall employment rates, there is par
ticular scope for increasing job creation in services in 
many Member States. 

Employment rates Report, 1999. 
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Chart 17 - Employment rate in services 1985 and 1997 
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Chart 18 shows the skill structure of employment in 

services in 1997, defined by the employment rate, sub

divided by skill levels 24. High employment in the ser

vices sector in the EU is not matched by an överrepre

sentation of low skill workers. 

Countries with high employment rates also have high 

employment in occupations requiring a low level of skills: 

Denmark has 18 % of working age population employed 

in low skill services occupations, and the three best per

formers (Denmark, Sweden, UK) an average of 16 %. 

In Belgium, Germany and Greece, only 10 % of work

ing age population is employed in low skill services. 

On the other hand, there is a wide margin of manoeuvre 

for improving the employment rate for people with high 

skills. Within Europe, the three best performers in high 

skilled services (Denmark, Sweden, Netherlands) em

ploy an average of 24 % of working age population in 

high skilled service occupation: the corresponding fig

ure for the EU as a whole is 17 %, and for Germany 

18 %, France 17.4 % and Italy 13.4 %. 

3.1.4. Taxation levels in the EU 

The level of total taxation in relation to GDP varies be

tween Member States. Taxes account for a little under 

50 per cent of GDP in Belgium, France, Finland and 

Austria, and significantly more than 50 per cent in Swe

den and Denmark. In Spain, Portugal and Greece over

all taxation amounts to less than 40 per cent of GDP, 

while only Ireland, at 32 per cent, has a rate compara

ble to that of the US. 

Between 1994 and 1998 the ratio of total taxes dropped 

significantly in Ireland, Luxembourg and the Nether

lands while total taxation has increased in Sweden, the 

UK, Portugal, Greece and France. In the rest of the 

Community total taxation has remained fairly stable. 

Chart 19 shows total taxation in Member States in 1994 

and changes in tax levels between 1994 and 1998. Ex

cept for Ireland, tax reductions in recent years have tak

en place primarily in Member States that in 1994 had 

a level of overall taxation at ot above the EUaverage. 

Nevertheless, major differences still remain. 

The level and composition of the overall tax burden has 

a fundamental bearing on economic activity. It is gener

ally the case that the higher the level of taxation, the higher 

24
 Employment levels and changes by skill level, taking the ISCO classification and aggregating it into 3 classes: high skilled non manual; medium skilled 

non manual and skilled manual, and low skilled both manual and non manual. 
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Chart 18 - Employment in the service sector as a ercentage of working age 
population, 1997 

ΓΓ ES PT GR E 15 FR A T DE BE Fl U K SE DK NL LU 

High skilled L o w skilled 

Source: Eurostat LFS calculations by DG V 

Chart 19 - Total taxation in 1994 and changes in total taxation between 
1994/1998 

is the risk of distortive effects in the functioning of 
economies. However, high tax levels are mostly linked to 
high levels of current and previous public spending on 
transfers, investments and services. The impact of taxa
tion must therefore be seen in relation not only to the 
level and composition of taxation, but also to the com
position of spending. Some countries with high levels of 
employment may well have high levels of taxation on 
account of the need to finance high levels of public invest
ment and services, as for instance in some Scandinavian 

countries. 

3.1.5. Fiscal pressure on labour 
If overall taxation is high in the EU, taxes on labour 
are especially so. The implicit tax rate 25 on employed 
labour measures the share in total gross wages of taxes 
on employed labour, including employers' and employ
ees' social security contributions and income taxes. The 
implicit tax rate is high on average, although the situ
ation varies among Member States. Recent developments 
in most Member States show a gradual increase in the 
implicit tax rate. 

25 Eurostat, Structures of the taxation systems in the European Union, 1970-1996. 
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Chart 20 - Implicit tax rate on employed labour 1994-1996 
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Source: Structures of the taxation systems in the EU, Eurostat 

On average in the EU, the implicit tax rate on labour 
in 1996 amounted to 43 per cent, which is 8 percent
age points higher than in 1980. Between 1994 and 1996 
only four Member States managed to reverse the long-
term trend toward higher taxes on labour. The Nether
lands has lowered taxation on labour substantially, al
though from a high starting point, while minor reduc
tions have been witnessed in Ireland, Denmark and Fin
land. Between 1996 and 1998 a number of other Mem
ber States, including France and Italy, have made ef
forts to reduce labour taxation, although the burden has 
been largely shifted to consumption taxes. 

The general rise in labour taxation may be partly due 
to increased expenditure on welfare payments; indeed, 
there is often a formal link between the two. Another 
explanation may lie in increased market integration and 
the attendant risk of a gradual shift in the tax burden 
from mobile to less mobile tax bases via harmful tax 
competition. 

The relationship between labour taxes and employment 
is a complex one. The final incidence of labour taxes, 
and hence their effect on employment and unemploy
ment, depends on a large array of institutional and be
havioural factors, including the reactions of the Social 
Partners and the monetary authorities. 

Taxes on labour drive a wedge between what workers 
receive and what firms pay. The effect on labour supply 
is ambiguous in theory. Higher marginal tax rates reduce 
the benefit from working extra hours (the 'substitution' 
effect), but may make it necessary to do so in order to 
maintain a reasonable income (the 'income' effect). High 

average labour taxes affect the decision as to whether work 
at all, and will tend to encourage inactivity and partici
pation in the informal economy. Empirical evidence sug
gests that, while taxes are not the main factor determin
ing labour supply, they may have a significant negative 
effect in the case of some groups, particularly women. 

The effect on labour demand is clearer: in relatively rigid 
labour markets where there is real wage resistance, high
er taxes will increase labour costs, thereby directly re
ducing the demand for labour and reducing it further 
by inducing substitution of capital for labour. Thus, in 
the short term, the effect of taxes on labour is clearly 
to reduce employment and to increase unemployment, 
other things being equal. In the longer term, however, 
the tax burden will fall increasingly on employees, lim
iting the growth of take-home pay over time. The long-
run impact on unemployment is therefore less certain. 

In general, there is some empirical evidence, although 
it is not conclusive, that the tax burden is partly passed 
on to firms in the form of higher labour costs, and 
hence lower profitability, investment and employment. 
But in the case of low-skilled, low-paid individuals, the 
evidence is much stronger. There is widespread agree
ment that, in relatively rigid labour markets, high labour 
taxation leads to higher structural unemployment for 
workers in this category. 

Thus, on the whole, cuts in labour taxes would be ex
pected to increase the demand for and possibly the sup
ply of labour, and to reduce structural unemployment 
among low-skilled workers. This effect will be magni
fied if tax cuts are targeted at the lower end of the wage 
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scale, which would also make them much easier to fi- presentation of measures lacks an analytical background, 
nance than across-the-board reductions. or an indication of the priorities being addressed. 

In order to maximise the beneficial employment effects, 
reductions in labour taxes should preferably be financed 
by reduced expenditure. An alternative would be to shift 
the tax burden away from labour towards other tax bases, 
such as environmental or consumption taxes. However, 
shifting the tax burden limits the impact on employ
ment because taxes on consumption also form part of 
the tax wedge on labour, albeit less directly. In addi
tion, of course, the inflationary impact of higher indi
rect taxes must be taken into account. 

In summary, the NAPs presented by Finland, UK, Nether
lands and Sweden are of high quality. In particular, Fin
land, with the Decade of Entrepreneurship has made an 
effort to present the strategies in a coherent and inte
grated way. However, Germany, Greece, and Portugal 
will require improvements next year: Germany fails to 
adequately address guideline 10, Greece should further 
adapt the Structural Fund Programme priorities to the 
guidelines, and Portugal should convey a more complete 
and integrated overview of policies under this pillar. 

3.2 ASSESSMENT OF THE 
NATIONAL ACTION PLANS 

3.2.1 .An overview of policy 
developments 
This pillar is about promoting an enterprise culture and 
an environment supportive of entrepreneurship in the 
EU. Such improved conditions will foster business start
ups and allow enterprises to create more jobs. 

Overall, the 1999 implementation reports build on the 
general recognition that small businesses provide the major 
impetus for economic growth and job creation. There
fore, the reports illustrate where Member States stand 
with regards to the adaptation of their business environ
ment to entrepreneurial initiative and to the needs of 
SMEs. Most are limited to developing strategies adopted 
earlier and shifts in priorities have been the exception. 

Many plans — in particular those of Ireland, Italy, and 
Sweden — include a description of the economic and 
employment context, underpinning their choice of in
dividual measures. 

In comparison to 1998, more Member States seem to 
have made an effort to involve various stakeholders in 
identifying new activities and formulating policy. Social 
partners were involved in particular in relation to terri
torial/employment pacts in Greece and Italy, as well as 
chambers of commerce or other private sector repre
sentatives in Greece, Netherlands and the UK. 

Quantitative information provided in the implementa
tion reports is generally poor and does not allow for com
parative analysis of outcomes of existing activities. Excep
tions are France and to some extent Ireland. Austria, lists 
particular indicators under each guideline. In general, the 

3.2.2. Reducing administrative 
formalities and overhead costs -
guideline 10 
In the majority of Member States the excessive number 
of registration procedures and other formalities creates 
difficulties for the creation and the running of busi
nesses. Overall the EU lags behind the US in this re
spect and most Member States need to cut red-tape in 
order to succeed in developing SMEs. 

There are, however, signs of encouraging progress. Some 
NAPs include quantified indicators and fixed targets with 
regard to the administrative burdens on business. The 
idea of establishing 'one-stop shops' for enterprises rep
resents an improvement in the practical arrangements, 
and a clear majority of Member States have already estab
lished or intend to establish such centres. The concrete 
structure and tasks of these establishments differ in the 
individual Member States, and even have different objec
tives, some aiming to simplify administrative procedures, 
others providing advice and information. The common 
expectation is that they make it easier for those who want 
to start a business to establish themselves. Some Member 
States go beyond this and, like the United Kingdom, try 
to accompany businesses after the start-up phase. In 
Greece, the country with the largest number of proce
dures for new businesses, no concrete measures are reported, 
to address this problem although there is a general com
mitment to supporting small business. Concrete exam
ples of simplification measures are: 

• The 'Single Business Windows', in Spain, shortening 
the average time for the formalities involved in estab
lishing a company as a legal entity from 81 to 25 days. 

• The Enterprise Formality Centres (CFE) in Portu
gal, reducing the time necessary for the incorpora
tion of a company from about 6 months to 20 days. 
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• The 'guichets uniques' in France enable entrepre- t h e v a s t majority of the NAPs. Examples are to be found 
neurs to create a business in only one day and may i n Denmark and Finland. 
even do this at a distance by using 'minitel'. 

Denmark, Sweden, Spain, Netherlands and Italy have 
• The single counter in the Catania Municipality in Italy. set particular targets for the reduction of administra

tive costs to enterprises. Portugal and France refer to 
In general, the use of electronic reporting, which makes m e fulfilling of the objectives set in thel998 NAPs. 
life easier both for SMEs and authorities, is included in 

Table 7 - Helping business start-ups and SMEs survival 

BE 

DEN 

DEU 

EL 

ES 

FR 

IRL 

IT 

LUX 

NL 

AUS 

FIN 

SW 

UK 

one-stop 
shops/simple 

rules 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

Less costs 
hiring new 

X 

X 

X 

X 

easing access 
to finance 

X 

X 

X 

X 

X 

X 

X 

X 

X 

support and 
advince 
services 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

easing path 
to self 

employment 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

Fostering 
entrapreneuri 
al awareness 

X 

X 

X 

X 

X 

X 

X 

X 

Note/ Only adequately documented initiatives are recorded. Measures taken by each MS differ both in terms of Their Specific ob
jectives as well as in terms of results achieved by each measure. 

The costs of hiring employees, to which guideline 10 
makes reference, is referred to by only a few Member 
States: Belgium, Netherlands, Luxembourg and Greece 
intend to change their taxation systems in order to pro
mote recruitment. 

As regards the incorporation of SME-nccds into the law
making procedures, a number of Member States have 

introduced Business Impact Assessments into their leg
islative procedures. Regrettably, the NAPs do not give 
indications of the effects of such impact assessments on 
the legislative process, despite the fact that some of these 
schemes have now been in existence for a number of 
years. Examples are to be found in Austria, Germany 
and United Kingdom, (Small Business Service). 
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As regards access to finance, Member States have re
ported on recent actions taken in the field of equity and 
loan finance for small businesses: 

• Ireland launched Seed and Venture Capital measures, 
which also encourage new venture capital players to 
enter the Irish Venture Capital market. 

• Denmark supports a network of consultants assist
ing SMEs in using financial instruments. 

• Greece set up mutual guarantee societies and Ven
ture Capital funds to make access to loan and equi
ty finance easier for small businesses. 

• Finland supports the creation of new businesses 
through start-up grants at favourable interest rates, 
with a particular attention for requests from women 
entrepreneurs. 

• A new Enterprise Fund in the United Kingdom in
creases the offer of Venture Capital and loan guar
antees for new and young SMEs and also cooperates 
with private Business Angels. 

• Germany emphasises the fund raising of Venture Cap
ital Funds for investments in technology based SMEs. 

• Funds are available in France for venture capital in
vestors supporting business start-ups. 

3.2.3. Encouraging self employment 
and SMEs start-ups - guideline I I 
Member States increasingly recognise the importance of 
self-employment as a solution for insertion into work
ing life, particularly of individuals with the required 
skills and motivation. For individuals, a 'self-employ
ment break' can act either as useful experience to his 
previous 'employee' status or as the first step to the for
mation of a new business. A supportive environment, 
including social protection and technical assistance and 
guidance, is necessary. 

Several Member States refer to specific programmes aim
ing to promote self-employment. Most of these pro
grammes address various target groups such as women, 
young people, the unemployed or immigrants who in 
some countries have considerable difficulties in enter
ing, or in returning into, the labour market and help 
them to establish themselves as entrepreneurs. In order 
to offer incentives for the 'emergence' of undeclared en
terprises and workers, Italy has introduced 'wage re
alignment contracts' providing for a gradual alignment 
of economic, social security and contributory treatment 
to the level which is usual in formal contracts. 

Undeclared work 
Undeclared work has been considered by all Member States. The focus varies in the different Member States 
in line with the particular level of undeclared work and the extent of existing approaches. Some Member States 
consider undeclared work as a separate horizontal issue, while others deal with it in the context of the pillars 
on entrepreneurship or employability. In the Communication on Undeclared Work (COM(98)219), the Com
mission identified good practices in the integrated approach of Denmark, France and Netherlands. Italy and 
Portugal report innovations, again using an integrated approach. 

Some Member States concentrate on repressive measures, such as increasing the inspection of worksites (Ger
many, France, Luxembourg), increasing sanctions (Germany, France and Portugal), changing legislation, in 
particular to allow better monitoring of so called contractual chains (Germany, France, Austria) and in gen
eral, ensuring more effective enforcement (France, Portugal, UK). The promotion of better cooperation be
tween different branches of the administration is considered important — in particular greater data exchange. 

Others adopt preventive measures and measures favouring the emergence of undeclared activities, such as the 
reduction of marginal tax rates or non wage labour costs (Denmark, UK, Spain) and adjusting regulations 
with regard to telework, fixed term contracts, etc. (Portugal, UK). Some Member States mention help for self-
employment and creation of enterprises (Spain, Portugal), reducing the administrative burden on employers 
(UK, Belgium), promotion of local development initiatives (Italy, Spain), introducing the system of service 
vouchers (Belgium) or new 'realignment contracts' (Italy). An active role for professional organisations and the 
social partners is mentioned by France, Italy and Finland. 
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Equipping future entrepreneurs and business owners with 
the skills required for managing their business is of cru
cial importance for their success, but it appears that this 
aspect is not prominent. The adjustment of government 
policies includes, however, support and advice services 
which are offered to enterprises. Interesting examples are 
the network of Business Support Teams which helps 
new employers in dealing with tax and social insurance 
matters and the Employers Helpline, provides the same 
service to the self-employed. Both initiatives are pro
vided in the United Kingdom. The French 'Net enter
prise project' will allow businesses to make their decla
rations relating to employment by using the Internet. 
In Finland also, the administration takes care of all the 
employers contributions in return for a fee. A project 
for an Integral Plan for the Business Promotion of the 
self-employed, with the aim to offering business infor
mation and expert advice from specialised consultants 
over the period of a year is reported by Spain. 

The majority of Member States have launched particu
lar measures to encourage women to become entre
preneurs. Some have targeted schemes such as the pro
motion of start-up advice for women in Austria, Swe
den and Finland, and the concept 'Women on the Net' 
in Germany. 

Guideline 11 also provides for the reduction of obsta
cles to moving to self-employment. One such obstacle 
is the insecurity of income levels, especially in the first 
few years. Improving social protection for the newly self-
employed, by maintaining income security for individ
uals who make the transition from unemployment in
to self-employment, provides an incentive to take up an 
entrepreneurial activity because it reduces the risk of the 
newly self-employed in the case that his activity fails. 

Several Member States have introduced adjustments to 
social security systems with this objective: Belgium, Greece, 
Netherlands Germany, and Luxembourg indicate that they 
maintain unemployment benefits during the initial stages 
of self-employment in order to sustain income provision 
to the unemployed who want to start up their own busi
nesses. France and Greece are also considering ways to 
reduce the levels of social security contributions in the 
early years of the operation of a new business. Countries 
such as Finland and the UK offer one-off payments to 
the unemployed who want to start their own businesses. 

Only a few countries consider taxation issues to improve 
financial aspects of the set-up and early phases. France 
offers VAT exemptions and tax relief for micro firms. 
Sweden is still considering a rather wide range of pos
sible changes. 

The guidelines urge Member States to take a wide ap
proach and to encourage entrepreneurial awareness 
across society, but concrete measures in this regard are 
still the exception. A strategic approach has been de
veloped in Austria and Germany. In order to increase 
the business start-up rate in this country and to boost 
the public status of self-employment, the Austrian Gov
ernment plans to carry out a range of measures. Among 
other measures, it is planned to offer more business 
training in schools and universities. Virtual start-up cen
tres and entrepreneurial colleges should help to prepare 
for business plan competitions. Germany is attempting 
to incorporate entrepreneurship aspects into university 
curricula. Other measures in this field are being planned 
in Spain, Italy, Ireland and Sweden. 

3.2.4. Promoting the emergence of 
new activities - guideline 12 
Member States have committed themselves to exploring 
new possibilities for job creation, notably at the local 
level and in new sectors. 

One of the most interesting messages from the 1999 
NAPs is that a considerable number of countries have 
embarked on a devolution process, which also affects 
enterprise policies and the regional development strate
gies. The United Kingdom is a well-known example of 
such a change, but devolution — the transfer of re
sponsibilities from the national to lower levels — is al
so taking place in Sweden, Spain and Italy. By bring
ing policy decisions closer to businesses and individu
als, devolution is expected to play a positive role in pro
moting new activities at the local level. It is also ex
pected to promote the importance of territorial em
ployment pacts or other varieties of social partnerships 
at regional or local level aiming at job creation and de
velopment of business. 

While territorial employment pacts, in principle, are 
implemented at a regional level, the Netherlands is pre
senting the most explicit local policy. There, the national 
Government and the cities cooperage in a 'Cities Policy'. 
Its main aim is to restore the balance in urban develop
ment and to revitalise the relationships between the var
ious urban functions. It includes a partnership between 
the local authority, employers and the employment author
ity. In Germany, in almost all Länder, regional develop
ment concepts are drawn up as a starting point of struc
tural policies at the initiative of the regional actors. 

The concept of social entrepreneurship is acquiring greater 
importance and several Member States report on activi-
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ties in this field. Spain mentions the expected approval 
of the new cooperative law in 1999 and provides indica
tors. Italy has enhanced the use of the social cooperatives, 
the volunteer-service organisations and the associations 
in the fight again social exclusion. Italy also mentions the 
different legal, fiscal and financial measures of its specific 
Social Economy support policy. Belgium quotes specific 
initiatives like the legal definition of specific Social Econ
omy enterprises for reintegrating people ('entreprises d'in
sertion'), the improved access of Social Economy enter
prises to public procurement, etc. Ireland will introduce 
in the latter half of 1999 a dedicated Social Economy 
programme involving the social partners. 

A subsidy scheme which supports the employment of 
long-term unemployed by municipalities is at present 
being implemented in the Netherlands, and by 1 Jan
uary 1999, had led to the employment of about 34,500 
people. Similar schemes continue to be activated in Ger
many. Another example is the Danish Home Services 
scheme, which covers an estimated 10-12,000 part-time 
employment, corresponding to 4,000 full-time jobs. In 
France, the first results of the programme 'Nouveaux 
services-emplois jeunes' look very promising as it has al

ready created 160,000 jobs in different areas (i.e. asso
ciations, local authorities, schools and security police). 
The target for 1999 is to create another 90,000 jobs at 
the cost of 2.13 bn Euro. The estimated employment 
effect of the Finnish National Forest Programme, which 
aims to increase the annual use of domestic roundwood 
by the Finnish wood-processing industry and has been 
adopted in 1999, is 35-40,000 work-years. These ex
amples show that initiatives at the local level and the 
social economy can play an important role in provid
ing jobs which help certain groups to enter or to return 
into the labour market. 

3.2.5. Exploiting new opportunities 
for job creation - guideline 13 

In this guideline Member States are called on to pro
vide framework conditions which allow for the full ex
ploitation of the employment potential of the services 
sector. The response of Member States to this new guide
line has been largely disappointing. Policy approaches 
are piecemeal and only countries like the Netherlands 
present interesting ideas and approaches. 

Regional and local action 
All the Member States recognise the importance of action at the local level — and local and regional issues 
are playing a growing role in the plans of several Member States. The determination of employment policies 
remains mainly a national prerogative; local and regional authorities arc, however, to differing degrees, involved 
in the planning phase of the NAPs in the majority of Member States. Some Member States have announced 
the development of local and regional plans based on the Employment Guidelines, and in Spain plans have 
already been approved. 

All Member States have structures in place to implement employment policy measures at the local level. In 
some cases the implementation is carried out by the local public employment service (France, Greece, Ger
many, Belgium), in other cases the implementation is delegated to local and regional authorities - or is in the 
course of being delegated (Finland, Sweden, Netherlands, Italy). In Finland and Sweden, local partnerships al
so have a responsibility for implementation. 

New forms of territorial organisations are also emerging, to ensure that employment measures are implemented 
in the way most appropriate to the potential and needs of the particular area. 

In general, Member States have shown a willingness to 
develop specific policies for supporting the services sec
tor. An exception is the United Kingdom which aims 
at providing a positive framework for all sectors and 
does not target one particular sector. 

the information society, and on the other with the pro
motion of jobs in the health care sector. Ireland, Finland 
and Austria refer to ongoing or recently finished work to 
identify future growth areas. A distinction is also made 
between public services and private services. 

The Member States tend to associate the services sector, One practice which links training for entrepreneurship 
on one hand, with the promotion of high skilled jobs in with the services sector is being reported by Spain. There, 
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training measures to promote the entrepreneurial spirit 
and business skills are being adopted to encourage the 
entry of young people into the enterprise world and the 
setting up of small businesses in the service and envi
ronment sectors. 

Italy, and Austria consider specific deregulation in or
der to increase both supply and demand in the services 
sector. The approach differs slightly but the main areas 
are addressing opening hours for shops/business and ease 
of access to and licence requirements within various — 
professional and crafts - fields. 

Many Member States confirmed the job creating po
tential of the Information Society and hence focussed 
their NAP on availability of funding for start-ups. How
ever, the framework conditions favourable to job growth 
have only been touched upon — competitive infrastruc
ture, legal clarity (e.g. electronic signatures), equal treat
ment of delivery systems (paper and electronic) and avail
ability of skills. While some Member States use ICTs 
in order to enhance efficiency and simplify administra
tive procedures particularly for SMEs, the potential role 
of the public sector as a driving force for e-commerce 
has not been taken up. France has launched a new strat
egy with predetermined targets, while Spain and Ger
many are finalising theirs. 

In taking account of the employment potential of the 
environmental sector, Sweden and France seem to be 
significantly in front as the issue is part of several ac
tivities. Germany has reported a major rise in employ
ment in environmental services and has launched par
ticular programmes. Greece mentions environment as 
an issue under the Territorial Pacts, but is vague on de
tails. Despite a strong wish from Member States to in
clude the potential of this sector a lot do not mention 
the issue under this guideline (e.g. Denmark, Ireland, 
Netherlands, Luxembourg, United Kingdom). 

3.2.6. Reducing taxation and the fiscal 
pressure on labour - guideline 14 

In line with the Guidelines, Denmark and Germany 
have set national targets aiming at gradually reducing 
the overall tax burden in the years to come. The main 
objective is to make the taxation system more employ
ment and environmentally friendly and to promote en
trepreneurship. Greece alone raises reservations on the 
positive effects that a shift in taxation away from labour 
to other tax bases would have on employment growth. 

Sustainable development 
In the 1997 Communication on Environment and Employment (COM(97)592) the Commission argued that 
an improved environment and better employment performance can go together because greener production 
creates new job opportunities in the environmental sector. In addition, increasing taxes on pollution may al
low for lower taxes on labour. The 1999 Employment Guidelines included orientations to encourage the po
tential for employment in the environmental sector and to examine the possibility of using pollution taxes to 
lower taxes on labour. 

Overall, it is encouraging that Member States generally recognise that employment and environment are linked 
by the need to encourage and adapt to structural change. A move towards implementing labour market mea
sures that integrate environmental concerns is evident from experience within a number of Member States. 
This is usually linked to ecological tax reform. However, there is uneven support for increases in energy tax
ation and Greece explicitly rules this out. In general, better quantification of the size of shifts in the tax bur
den and on how the revenues are used would be useful. 

Few Member States aim for additional employment through environmental measures, but a growing number 
of Member States are starting to exploit synergies between their environmental policies and the promotion of 
employment opportunities. Measures such as subsidy schemes or market incentive programmes that target di
rectly the creation of jobs or the provision of training towards jobs in connection with improvements in the 
environment have been introduced in a few Member States. 

The environmental industry in Member States, in particular with regard to renewable energy, energy saving mea
sures and innovative environmental technologies is increasingly recognised as offering employment potential and 
attractive export opportunities, not only for clean products, but also for services and clean production processes. 
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Tax reforms in recent years within the EU have pri
marily involved reductions in the tax burden on labour. 
The scope and pace of these reforms in Member States 
vary greatly. Considering the amount of calls for review 
of the tax system, the extent of reform has been mod
est. However, several Member States are in the process 
of compensating reductions in taxes and charges on labour 
by raising taxes on energy in line with the employment 
guidelines. 

Finland has reduced income tax from 1996 and plans to 
make further cuts. Italy and Denmark will continue pur
suing a policy towards lower income taxes. UK has intro
duced a cut in income tax from 1999 and plans further 
reductions to be implemented next year. Austria, the Nether
lands, Germany, Ireland, Luxembourg, Spain and Swe
den either have recently taken steps to reduce income tax 
or are in the process of reviewing the tax system. 

The Netherlands, Germany, France, Italy, and Spain 
have in recent years gradually reduced social charges and 
plan to make further cuts in the coming years. Other 
Member States — UK and Finland intend to introduce 
reductions in social charges in the near future. 

In Belgium social charges has been cut gradually for sev
eral years and the national objective is to align, within 
6 years, the burden of employer's charges to the aver
age of the three main neighbouring countries. 

Labour tax cuts may have an impact on employment 
growth, in particular if targeted at low-paid and un
skilled workers. 

Unemployment particularly hits workers with low pro
fessional skills. In most Member States, social security 
contributions and payroll taxes are proportional or even 
regressive with respect to the gross wage, since they may 
have sizeable fixed components, which decrease as gross 
wages increase. As a result, the relative cost of low-skilled 
workers is high in the EU, thereby hampering the de
mand for unskilled workers. A re-structuring of the sys
tem of social contributions would encourage employers 
to hire unskilled workers, while maintaining or even in
creasing net wages. 

In general terms, targeted cuts in income taxation in
troduced by Member States have been motivated by sup
ply-side problems like unemployment- and poverty traps 
while Member States have applied targeted reductions 
in social contributions in order to help low-skilled labour 
and the long-term unemployed to regain employment. 

Several Member States - Belgium, Denmark, France, 
Austria, Finland, Germany, Netherlands, Greece and 
Sweden — have already or plan to lower tax on labour 
in favour of low-paid and unskilled workers. A range of 
labour market programmes involving a reduction of labour 
costs, like the tax credit in France, is being adopted in 
Member States, targeted at low-skilled workers promoting 
low productivity jobs primarily in the social economy. 
Moreover, some countries — Italy and the Netherlands 
— have applied additional targeted measures such as re
bates for employers if recruiting long-term unemployed. 

3.2.7. Reducing VAT on labour-
intensive services - guideline 15 

The Netherlands, France, Finland and Italy support a 
targeted reduction of VAT on labour-intensive services 
as a means to promote employment. Furthermore, it is 
expected to help combating undeclared work. 

France has already adopted small-scale programmes in 
order to exploit the employment opportunities in the 
labour-intensive services sector by offering tax credits or 
exemptions of social contributions. Finland is under
taking experimental projects in different regions, pro
viding tax reductions for private households or subsi
dising companies which offer services for private house
holds. Denmark is opposed to introducing a lower VAT-
rate on labour-intensive services but favours subsidies 
targeted to certain services performed for private house
holds. 

A majority of Member States are reluctant to introduce 
a reduction in VAT, as it may not entail a proportion
ate fall in prices, leading to tax revenue losses but no 
job creation. Furthermore, the problem of properly defin
ing labour-intensive services is highlighted. 
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4. PILLAR ENCOURAGING ADAPTABILITY 
OF BUSINESS AND THEIR EMPLOYEES 

Member States and Social Partners are called on to 
undertake concrete action to attain the following ob
jectives: 

• To modernise work organisation (guidelines 16 
and 17) 

• To support adaptability in enterprises (guideline 
18) 

4.1 AN OVERVIEW OF THE 
NATIONAL ACTION PLANS 

The response to this pillar remains disappointing. There 
is little evidence to suggest that the Social Partners have 
taken initiatives to the extent required in response to 
the invitation in Guideline 16 'to negotiate at all appro
priate levels agreements to modernise the organisation of 
work'. One explanation for this may be that action tak
en at levels other than national has not been reported 
and modernisation of work organisation is, in any event, 
an on-going process which is difficult to quantify. 

While implementation of this pillar is underpinned by 
partnerships in Austria, Finland, Ireland, Italy and Nether
lands, there is little evidence that a comprehensive strat
egy embracing a partnership approach with the social part
ners and developing efforts to modernise the regulatory 
framework has been undertaken by any Member State. 
Luxembourg has taken a horizontal approach modifying 
its collective agreements legislation; these must mention, 
or otherwise considered non valid, the results on training 
and work organisation of the negotiations. Despite the 
lack of an overall approach, there has been some progress 
in individual areas. For example, measures have been taken 
to adjust the balance between flexibility and security, par
ticularly in Netherlands. In Germany, Greece and Italy, 
the tendency is towards increased flexibility whereas in 
the United Kingdom the tendency is towards improve
ments in worker's protection. In the case of Spain, notwith
standing efforts to reverse the trend, temporary contracts 
still represent a significant share of the total. Although in 
a few countries, measures have been taken with regard to 
the reduction of working time, voluntary part-time work 
tends to be featured more strongly. 

Little progress can be seen in relation to the introduction 
of more adaptable forms of contracts and modernising the 
regulatory framework except for the interesting develop
ments in Italy, where employment rights are being extended 
to 'para-subordinate' workers. In the UK, steps are being 
taken to extend employment rights to workers who are 
not normally covered by employment legislation. In Fin
land the legislation covering Contracts of Employment is 
being substantially revised. There are also examples of devel
opments in relation to telework. 

Regarding human resources, the Member States do not 
demonstrate systematic approaches to re-examining ob
stacles to investment in human resources, and only a 
few Member States provide for new incentives. Nether
lands and Spain have introduced additional tax exemp
tions linked to specific targets for continuing training. 
The more common approach of Member States consists 
of a re-orientation of public training and consultancy 
support. 

While Netherlands, Ireland, Finland and Denmark have 
established an overall approach to the modernisation of 
work, France has focused on work reorganisation main
ly through working time reduction and a strong in
volvement of social partners. 

In the UK, Portugal and Greece initiatives and actions 
are limited and social partners do not appear to be play
ing the role devoted to them by the Employment Guide
lines. 

4.2 MODERNISING WORK 
ORGANISATION — NATIONAL 
FRAMEWORKS FOR SOCIAL 
PARTNERSHIP 

Development of a better organisation of work through 
social partnership frameworks has been pursued in a 
number of Member States. Concrete outcomes of these 
initiatives are reported in a fragmentary manner: 

• The most established of these is the MOC (Man
agement Organisation and Competence) in Denmark 
which aims to promote organisational innovation by 
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facilitating access to support services, continued train
ing programmes and interaction with higher educa
tion institutions. 

• In Finland, the National Workplace Development 
Programme which aims at promoting coordination 
and networking of workplace research and develop
ment now covers 460 enterprises and is being ex
tended to the period 2000-2003. 

• 'Partnership in Action at Enterprise Level' in Ireland 
which includes 'New Work Organisation' is jointly 
managed by the Social Partners, with the National 
Centre for Partnership, and is partly funded by the 
European Social Fund. 

• In the United Kingdom, the Social Partners i.e. the 
Confederation of British Industry (CBI) and the Trades 
Union Council (TUC) have both become members 
of the UK Work Organisation Network which was 
set up in May 1999 with the aim of supporting the 
development of new forms of work organisation and 
initiating awareness raising activities. 

4.3 MODERNISING WORK 
ORGANISATION -
GUIDELINE 16 

As previously stated, social partners negotiations at lev
els other than national are not systematically reported 
by the Member States in the NAPs. This hinders any 
comprehensive overview of developments in this area. 

Working time 

The establishment of collectively agreed frameworks on 
working time, within which Social Partners at the lo
cal/enterprise level negotiate specific implementation 
provisions, seems to be a growing trend and is most ev
ident in Finland, Austria and Italy. 

In 1998 in Sweden, the Social Partners agreed on a 
number of collective agreements at sectorial level which 
provide that wage increases could alternatively be ex
changed for shorter working time (to be agreed at com
pany level). Such agreements were particularly common 
in the manufacturing sector where they have contributed 
to more flexibility. 

Legislative initiatives, on the other hand, have been re
ported by a number of Member States — Belgium, 
France and Luxembourg- in respect of working time. 

In France following a legislative initiative, weekly work
ing hours will be reduced by négociation to 35 hours/week. 
By Spring 1999, an important number of companies 
and sectors have reached agreements on the way to pro
ceed with reduction in working time before enforcement 
of the law. Many of these agreements include other as
pects related to the organisation of work; forms of con
tracts, family responsibilities, company flexibility and 
distribution of working time throughout the year. 

Part-time working 

In many Member States, the promotion of part-time 
work has been the subject of agreements by the Social 
Partners or government legislation. This is the case in 
Spain where, in November 1998, the Agreement on Pro
moting Stable Part-time Employment was signed by the 
government and the main trade unions (but not the em
ployers). The agreement came into force in 1999 and 
the number of permanent part-time contracts is expected 
to reach 200,000 in 1999 (165,000 in 1998). This new 
part-time contract allows for up to 77 % working hours 
of normal contracts plus the possibility of'complementary 
hours'. Social protection and retirement provisions for 
these workers are enhanced and there is a reduction for 
the employer in social security contributions. 

In the Netherlands, with almost 40 % of the labour 
market working part-time, this is a significant labour 
market policy instrument. A recent survey showed that 
19 % of over 100 agreements analysed by the Labour 
Inspectorate included provisions for part-time work and 
changes in working hours. 

In Germany the amended law on part-time employment 
for older workers aims at softening the transition into 
retirement. 

In Italy, a 1999 ministerial decree provides for finan
cial incentives in the form of a reduction in social se
curity to promote part-time work. The government tar
get is set at 8 % of total employment (7.3 % in 1998). 
Intensified efforts to make part-time work attractive have 
also been taken up in a number of other Member States, 
in particular Austria and Portugal. 

Flexibility and security 

Governments and the Social Partners continue to make 
efforts, often in a fragmented way, to improve both flex
ibility and security. Building on earlier developments, 
the Netherlands has implemented employers and trade 
unions proposals in a new Flexibility and Security Act 
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The UK implementation report refers to progress to
wards establishing a new balance between flexibility and 
security. Measures taken include the introduction of a 
National Minimum Wage, changes in unfair dismissal 
rules and the implementation, or planned implementa
tion, of Community legislation, including the Working 
Time Directive and the agreements on part-time work 
and parental leave. The Employment Relations Bill con
tains proposals for new rights and changes in family-re
lated rights, aimed at making it easier for workers to 
balance the demands of work and the family. 

In a number of Member States — Germany, Greece 
and Italy — greater flexibility is being introduced. 

In Italy, the Pact of December 1998 between the gov
ernment and the Social Partners gives continuity to pre
vious agreements, with the overall objective of making 
the Italian labour market more flexible. De facto, ac
cording to the implementation report more than 50 % 
of new entrants in large firms are on fixed term con
tracts or part-time work. 

However this trend towards increased flexibility might 
have reached an excessive proportion in Spain, where 
more than 90 % of new contracts are temporary with 
a high rate of turn over. A law has been passed, based 
on a social partners agreement in 1997, to support an 
increase in the number of permanent contracts, which 
represent two-thirds of the total. 

Telework 
In Sweden, a report of the telework committee was sub
mitted to the Government in autumn 1998 which iden
tified positive initiatives to be taken without any leg
islative change. In Italy, legislation permitting telework 
in the public sector was adopted in 1998. In Denmark, 
new collective agreements on telework have been signed 
and now cover more than 1 million employees. 

4.4 INCORPORATING MORE 
ADAPTABLE TYPES OF 
CONTRACT - GUIDELINE 17 

Few Member States responded in any detail to Guideline 
17 which may be interpreted as a sign of lack of progress. 
The most interesting developments were the following: 

• Italy intends to adopt legislation which aims at guar
anteeing a minimum protection with respect to regu
lar contract payments, continuing training, health and 

safety, and trade union rights to those para-subordi
nate workers who, although formally bound by self-
employment schemes, have a relationship of contin
uing collaboration with a single principal contractor. 

The UK is planning to extend statutory employment 
rights to categories of workers without traditional 
contracts of employment who are not at present cov
ered e.g. agency workers, homeworkers and labour-
only subcontractors. 

Spain, as already mentioned, adopted a new type of 
part-time contract providing more flexibility for the 
employer and a better social protection for the em
ployee. 

4.5 SUPPORTING ADAPTABILITY 
THROUGH IN-COMPANY 
TRAINING-GUIDELINE 18 

As regards in-company training, six Member States ad
dress tax measures. Germany and United Kingdom re
fer to the full tax deductibility of all training costs in
curred by enterprises and therefore consider that no fur
ther action is necessary at tax level. 

Other Member States — Austria, Netherlands, Spain 
and Portugal — plan an increase in exemptions for train
ing expenses in order to stimulate training. Netherlands 
and Spain link such incentives to specific targets for vo
cational training in the enterprise, including appren
ticeship training, access to higher vocational training, 
training for older workers and in the non-profit sector 
— Netherlands) or additional exemption for enterpris
es that increase their training expenses -Spain. 

The United Kingdom and Belgium have recently in
troduced other financial (non-tax) incentives for in-
house training. In the UK enterprises have access to 
Small Firm Training Loans for vocational training and 
consultancy advice for training. Belgium has recently in
troduced alternative funding mechanisms (levy-credit 
schemes, training vouchers), which are already tradi
tional in other Member States. Luxembourg has recently 
adopted a law foreseeing fiscal support and subventions 
to encourage in-house training. 

Various member States — Portugal, Italy, Sweden, Spain 
and Greece — plan to foster the renewal of skill levels 
through restructuring and re-orienting existing public 
infrastructure to provide continuous training. Spain has 
linked the publicly financed and collectively managed 
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provision of continuous training to systematic and tai
lored planning of training at the enterprise level. Simi
larly, Greece has restructured state-run training offers in 
accordance with the needs of an economy principally 
based on SME's. 

Other Member States have strengthened information 
and guidance for enterprises as well as the exchange of 
valuable practice. Ireland has created a Training Net
works Programme in order to assist companies in iden
tifying and addressing their human resources develop

ment needs through the exchange of experience and best 
practice. In addition, a quality standard called Excellence 
Through People for high performing enterprises has been 
established. In Finland, the Ministry of Trade and In
dustry has developed models for personal training plans 
appropriate for SME. 

Five Member States refer to budget commitments for 
implementing this guideline (Spain, Finland, Ireland, 
Italy and Sweden), whereas only Belgium and Spain fore
see indicators to assess the success of the action taken. 
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5. PILLAR IV — STRENGTHENING 
EQUAL OPPORTUNITIES POLICIES 
FOR WOMEN AND MEN 

The guidelines in this pillar call Member States to 
undertake concrete action to undertake the follow
ing objectives: 

• To implement a gender mainstreaming approach 
(guideline 19); 

• To tackle gender gaps in employment, unem
ployment, pay and representation in certain sec
tors and occupations (guideline 20); 

• To reconcile work and family life (guideline 21); 

• To facilitate reintegration into the labour market 
(guideline 22). 

5.1 AN OVERVIEW OF THE 
SITUATION IN MEMBER 
STATES 

Gender problems in the labour market remain serious. 
A particular cause for concern is the very low employ
ment rates for women in Spain, Italy and Greece. In 
these cases, the employment potential of women is con
siderable. Unemployment gaps have been increasing across 
the EU, and they are relatively higher in Greece, Italy, 
Netherlands, Belgium, Spain, Luxembourg and Den
mark. Sectoral and occupational imbalances in the dis
tribution of jobs are striking across the EU particular
ly in Finland, Sweden, Denmark and Spain. The gen
der pay gap is a problem in most Member States. The 
indicators presented below tend to highlight women's 
rather poor labour market position compared with men. 
There are very few cases where women in Member States 
have, on average, achieved parity with men. 

5.1.1. Gender gaps in employment 
In 1998 the proportion of women employed in the EU 
was still only around 51 % of women of working age, 
some 20 percentage points below the rate for men in 

the European Union. However, women have account
ed for 2.6 million (62 %) of the net increase in jobs 
since 1994 but, in 1998 employment of men in the 
Union increased slightly more than that of women. 

Changes in employment rates for women should be seen 
in the context of the level of overall employment, so it 
is encouraging that two countries — Spain and Ireland 
— that were among the bottom four in a ranking of 
women's employment rates in 1994, have enjoyed the 
fastest growth in women's employment rates since then 
(see chart 21) — although they started from a very low 
base. That focuses particular attention on those other 
countries with very low employment rates for women 
who have not been able to achieve much growth i.e. 
Luxembourg and Italy. However it is worth remem
bering that only Denmark and Sweden can make a 
favourable comparison with the employment of women 
in the USA — the majority of Member States fall well 
below that level. 

Chart 22 shows the gap between the employment rates 
of men and women standardised by the male employ
ment rate. As a result of higher employment growth for 
women, most countries are making significant progress 
in reducing the gap. The progress made by three Mem
ber States with large gaps (Spain, Greece, Ireland) is 
noteworthy. 

5.1.2. Unemployment gender-gap 

Developments in women's employment tend to be linked 
more to trends in inactivity rather than in unemploy
ment. Particular national unemployment-benefit poli
cies and cultural differences seem to play a large role 
in explaining women's' unemployment rates. They gen
erally tend to encourage women to remain outside the 
labour market. However, the increased female labour 
supply cannot be absorbed by the increased females job 
opportunities. 

Chart 23 26 shows the share of unemployment for the 
under-represented gender compared with the experience 

Data from Eurostat Harmonised Unemployment series 



61 

Chart 21 - Growth in Employment Rates 94 to 98 
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Chart 22 - Employment Gender Gap 
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of the overrepresented gender e.g. Dutch men in 1998 

were 40 percent less likely to be unemployed than Dutch 

women. The gap remains worrying in a number of coun

tries: particularly in Greece, Italy, Netherlands, Belgium, 

Spain, Luxembourg, and Denmark. Three countries have 

succeeded in reducing both employment and unem

ployment gaps: Greece, Ireland and Germany. 

5.1.3. Gender segregation 

of the labour market 

Although getting women and men into the labour mar

ket is the main priority of the employment strategy the 

segregation of genders in employment remains a major 

concern. High levels of segregation represent a limita

tion in the scope for applying the full range of women 

and men's talents to the labour market. 

An important distinction exists between vertical and hor

izontal segregation, in the former women and men are 

segregated into hierarchical layers, in the latter into dis

tinct sectors. An index of segregation into occupations 

has been derived, and this picks up elements of both 

horizontal and vertical segregation. It shows that across 

the European Union genderimbalance in individual oc

cupations (ISCO three digit occupations — 1998) ac

counts for around one quarter of all European Union 

workers — see chart 24. 
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Chart 23 - Unemployment gap 
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Chart 24 - Gender imblance in occupations (ISCO) 1998, Ireland data for 1997 
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The index of gender imbalance 27 shows that three coun

tries (Finland, Sweden and Denmark) with relatively 

high employment rates for women also have relatively 

highly segregated occupational structures. Similarly, coun

tries characterised by low female employment tend to 

have a more favourable gender segregation situation, 

with the exception of Spain. This evidence suggests a 

structural tradeoff between achieving high rates of de

mand for female workers and ensuring that all types of 

job are accessible to both women and men. However, 

it should be recognised that a segregated labour market 

with high employment rates for women is preferable to 

one with less segregation but low employment rates for 

women. 

27
 Segregation index: A national share of employment for women and men is calculated, that average rate is then applied to each occupation. The 

applied nationalaverage represents the number of women (or men) who would work in that occupation if the total of female/male workers was 

evenly spread across all sectors, e.g. if women make up 40 percent of the total employed in a particular country then the comparison in each sec

tor would be between the observed rate and the 40 percent nationalaveragerate. If all these differences are added up (ignoring positive or nega

tive signs) across the economy we can then produce a total proportion of people who are employed beyond the balance suggested by the national

average shares of employment, i.e. a total amount of gender imbalance. This gender imbalance is then presented as a proportion of total employ

ment to generate an indicator of gender imbalance or segregation. 
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Chart 25 - Top ten occupations with highest rates o Gender Imbalance 1998 
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Chart 26 - Gross hourly wages of women as a % of men's, 1995 
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Chart 25 shows at the European Union level the ten 
occupations with the highest rate of gender imbalance, 
the size of the bubbles representing the numbers of peo
ple involved. An analysis at the country level often re
veals a similar picture: the dominance of women in car
ing professions and the dominance of men in building 
and agriculture jobs. 

5.1.4. Gender pay gaps 
Women often combine work with caring duties and this 
will tend to influence selection, training and promotion 
opportunities and at least partially explain the lower 

wages observed in all Member States of the Union. Un
til men take up significantly more of the caring load 
this stereotyping of women is likely to continue. 

Data from the 1995 Structure of Earnings Survey in 
Chart 26 shows that across the EU Member States in
cluded in the survey, women are paid on average 16 % 
of men's wages in terms of hourly wages (and 72 % in 
terms of monthly wages). Although this gender gap stands 
for all Member States, it seems more balanced in the 
Eastern Lander of Germany, Denmark, Sweden, Lux
embourg and Belgium, and less balanced in Greece, 
Netherlands, Portugal, Austria and UK. 
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Chart 27 - Female, Male gender ratio in hourty earnings by public and privates 
sector 1995 
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However, the Earnings Survey from which these data are 
drawn has not a full coverage. The public sector and impor
tant sectors where women are in majority, such as health, 
education and personal services, are not covered. Aso, 
only full-time earnings are considered. Alternative and 
apparently more solid evidence about the degree of inequal
ity between men's and women's earnings is now being 
drawn from the European Household Panel (ECHPS). 
According to the first results now available from the Panel, 
which covers all activities and employees working more 
than 15 hours a week in 13 Member States, women's 
hourly earnings represented 83 % of men's in 1995, with 
a more serious gap in the private sector (75 %) than in 
the public one (91 %) - see Chart 27. 

Across Member States, while the new evidence confirms 
the existence of a gender pay gap problem in the UK 
and in Netherlands, and a more balanced situation in 
Denmark and Belgium, it invites further analysis in or
der to assess the performance of other Member States 
on a solid basis. 

Differences in average wages of women and men reflect 
not only pay discrimination, in the sense that women 
are paid less for equal work, but also structural differ
ences. Women and men tend to have different jobs, dif
ferent age structures (working women are on average 

younger) and there is also a difference in the education 
level and the type of education. While most of these 
factors are correlated with wages, for others (e.g. edu
cation levels) evidence is more difficult to interpret. A 
conclusion that can be drawn form the present data in 
terms of overall gender differences is that women are 
not in equal work positions, they are in lower paid po
sitions, and this problem tends to be more serious in 
some countries than in others. 

5.1.5. Influence of parenthood 
on employment by gender 
While the presence of children in the household marked
ly reduces women's employment rates, there is evidence 
suggesting that the opposite is true for men. The em
ployment rates of men aged 20 to 44 are higher if they 
are in a household with a child. 

Of the 12 Member States for which data is available for 
1998 or 1997 (see table 8) Portugal, Belgium and Aus
tria show the most egalitarian performance, on the ba
sis of a comparative index 28. These three countries al
so have the highest employment rates for mothers with 
a child under the age of six amongst the 12 surveyed. 
The three countries showing the worst performances on 

28 A comparative index has been constructed that for women and men compares employment rates without the presence of any children and with 
the presence of a child aged 0 to 5. The closer the value of the index to one the more similar the impact of parenthood on the employment rates 
of women and men. Values over one suggest that the impact of parenthood on females has reduced the chance of employment relative to the ex
perience of males. Data from European Labour Force Survey, data for Sweden, Denmark, Finland is not available. 
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the comparative index are Ireland, Germany and Lux
embourg — but these three have proposed substantial 
improvements to childcare facilities. Spain, Italy and 
Greece also give cause for concern: they have very low 
employment rates for mothers of young children. Their 
ranking on the comparative index is mid-table — that 
is largely because they also have the three lowest em
ployment rates for women without children. 

5.2 ASSESSMENT OF THE 
NATIONAL ACTION PLANS 

5.2.1. An overview of policy 
developments 
Overall, it can be said that Member States have rein
forced action in 1999 compared with 1998. This is part

ly due to a development of their existing plans and part
ly as a response to the expanded 1999 guidelines, espe
cially the new guideline on gender mainstreaming. 

Successful economic and employment policies can ben
efit both women and men and that has been true in 
the case of Ireland, the Netherlands and Denmark since 
the early 1990s. 

A few countries hold out the prospect of significant im
provements. As a country with particularly severe prob
lems, Italy deserves credit; developments over the next 
couple of years will be awaited with interest. Austria, 
Portugal and Sweden are also making major commit
ments across the equal opportunities pillar. 

Table 8 - Employment Rates - 20 to 44 year olds 1998 

IRL (97) 

DE 

LU 

UK 

ES 

EUH 

NL 

IT 

FR 

GR 

AT 

BE 

PT 

Comparative 
Index 

1.9 

1.8 

1.8 

1.7 

1.7 

1.7 

1.6 

1.6 

1.5 

1.5 

1.3 

1.2 

1.2 

No Children 

Men 

81 

83 

93 

85 

88 

84 

88 

91 

79 

82 

89 

87 

92 

Women 

81 

83 

84 

87 

67 

79 

86 

68 

72 

60 

85 

77 

83 

Child ages 0-5 

Men 

87 

90 

98 

90 

90 

91 

95 

92 

91 

96 

94 

92 

96 

Women 

46 

49 

49 

53 

40 

52 

60 

45 

56 

48 

68 

66 

72 
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Table 9 - Mainstreaming — Types of Measures proposed 

Β 

DK 

D 

EL 

ES 

F 

IRL 

I 

L 

NL 

A 

Ρ 

FIN 

S 

UK 

Polity 
Commitents 

Χ 

Χ 

Χ 

χ 

χ 

χ 

χ 

χ 

χ 

χ 

χ 

χ 

χ 

χ 

χ 

Legislation 

Χ 

Χ 

χ 

χ 

χ 

Fiscal 
Measures 

Χ 

Χ 

Χ 

Positive Action 
(including special 

training) 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

Institutional 
Mechanisms 

X 

X 

X 

X 

X 

Colection of 
baseline and 

monitoring data 

X 

X 

X 

X 

X 

X 

X 

X 

X 

5.2.2. Adopting a gender 
mainstreaming approach -
guideline 19 
All Member States plan to apply or have already applied 
gender mainstreaming. The degree to which this is car
ried out and the quality of presentation of these efforts 
differs considerably, from general political statements to 
more operational measures — as shown in table 9. 

Understanding the gender implications of existing poli
cies requires extensive analysis. Most Member States recog
nise that and are working to deepen their understand
ing of the gender impact of employment measures — 

Spain, France, Luxembourg — and the improvement of 
statistics — Belgium, Germany, France, Italy, Austria, 
Portugal, Sweden, Finland and Spain. 

Successful gender mainstreaming also requires awareness 
raising amongst policy makers — France, Austria and 
Sweden — and a pervasive commitment to gender equal
ity which all Member States seem to recognise. When 
they do not limit themselves to these political state
ments, but go on to implement mainstreaming, real 
progress can be made. Germany presents a particularly 
comprehensive approach to mainstreaming, while Ire
land is still at the early planning stage. 
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Employability 

Three Member States — Belgium, Ireland and UK — 
do not seem to have integrated the equality objective 
explicitly into pillar 1. Portugal provides a particularly 
clear overview of gender mainstreaming in pillar I. In 
almost all guidelines of the first pillar, the equality ob
jective has been integrated. 

Approaches adopted by other Member States include 
giving statutory rights to access to active labour market 
policies — Denmark, Germany — or positive action to 
ensure equal access — France. 

Ensuring boys and girls have the same educational ex
periences is an important issue for Netherlands and UK. 
Netherlands and Austria also intend to promote the 
greater involvement of women in lifelong learning. 

Tax-benefit policy is particularly important to activate 
and give incentives to women and men, particularly 
those who are currently inactive. Income tax and ben
efit changes in Sweden, UK, Netherlands and Ireland 
are likely to encourage more women to take jobs. How
ever, it is disappointing that so few reports address the 
gender issue in the context of tax-benefit incentives 

Entrepreneurship 

Denmark, Greece, Austria, Portugal, Finland, Sweden 
and the UK have mainstreamed gender in pillar II. Oth
er Member States do not provide information. The mea
sures announced are in general positive actions, mostly 
qualitative and largely confined to guideline 11. Aus
tria, Finland and the UK have attempted to analyse and 
elaborate measures taking into account ex-ante their ef
fects on gender. Denmark plans to do so. 

The lack of adequate data collection systems and pro
cedures for assessing gender impact explains why so few 
countries provide detailed information. Most Member 
States are improving their statistical systems in order to 
fill this gap. 

Adaptability 

In pillar III, some Member States — Belgium, Ger
many, France, Ireland, Italy and Sweden — mention 
the role and contributions of social partners in the process 
of gender mainstreaming. Denmark mentions the trend 
in agreements concluded by the social partners, to give 
a higher priority to a more flexible organisation of work
ing time in order to allow women and men to better 
reconcile work and family life. However, considering the 

important role of social partners in the implementation 
of the guidelines in general and on adaptability in par
ticular, their weak and often non-existent contribution 
is surprising. 

As a conclusion, it can be stated that the aim of gender 
mainstreaming in the four pillars of the guidelines is under
way, but further efforts will be needed to achieve a full 
integration of the equality dimension. Many Member States 
are still in the preparatory or early stage of this process. 
Particular problems exist because of the absence of sta
tistical data. Application of gender impact assessment needs 
to be further developed. No targets or indicators to mon
itor success have been specifically mentioned. 

5.2.3. Tackling gender gaps and 
segregation of the labour market -
guideline 20 

Gender gaps in employment and unemploy
ment 

Although increasing the employment rate of women is 
an objective of crucial importance, six Member States 
do not give direct attention to this aim under guideline 
20 - see table 10, and only a few — Greece, France, 
Austria, Luxembourg and Spain — focus on the spe
cific objective of reducing the gender unemployment 
gap under guideline 20. However, most Member States 
seem to be tackling this issue within the measures tak
en under pillar I. 

Segregation of the labour market 

The aim of reducing excessive segregation in the labour 
market has become the major policy objective of this guide
line. Table 10 shows that the three countries with the 
highest levels of segregation: — Finland, Sweden and Den
mark — are presenting measures to improve the situa
tion. The Danish (and also Belgian) approach of target
ing bottleneck areas deserves attention as it tends to work 
with the grain of market forces to increase women's 
employment, often in sectors and occupations where 
women are underrepresented. Only Greece, Austria and 
Netherlands do not present measures to combat segrega
tion. Measures range from diversification of education, 
training and occupational choices (France, Sweden, UK, 
Spain) to legal backing for positive action (Italy, Luxem
bourg). In Belgium (Flanders), bottleneck occupations 
are targeted to promote a higher participation of women. 
Women applying for these occupations are offered spe
cific actions such as, pre-training, separate training mod
ules and support structures (including flexible childcare). 
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Table 10 - Addressing the Gender Gaps 

Β 

DK 

D 

EL 

ES 

F 

IRL 

I 

L 

NL 
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FIN 
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UK 

Employ
ment Gap 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

Unemploy
ment Gap 

X 

X 

X 

X 

X 

X 

X 

Desegre
gation 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

Wage 
Gap 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

It is interesting to note that some countries mention the 
improvement of opportunities for women in manage
ment positions in the public administration. This idea 
is well developed in France. As an important employer, 
governments can set a good example by tackling segre
gation in public administration. 

While most measures focus on increasing the supply of 
female labour in sectors or occupations that are male-
dominated, others focus on increasing the demand for 
women in male dominated sectors and occupations. None 
of the Member States provide information on the ef
fectiveness of these measures. Experience in the Euro
pean Union suggests, however, that a policy-mix in
volving both types of measures is the best guarantee of 

achieving results in tackling the segregation of the labour 
market. 

Gender wage gaps 

The reference to policies to promote equal pay for equal 
work or work of equal value and to diminish differen
tials in incomes is new in the 1999 Guidelines. The re
sponse has been generally positive. However, some Mem
ber States where a relatively high wage gap has been 
identified (see section 5.1.4) either do not propose any 
measures — Netherlands, Greece - or propose measures 
that are too general for addressing the problem at stake. 
In the UK, while progress can be expected with the in
troduction of a national minimum wage, given that women 
tend to be in lower paid jobs, its effects on demand re
main to be assessed. 

Noteworthy policy responses include that of France where 
the Government intends to publish a practical guide on 
equal pay addressed to those who are involved in wage 
bargaining in enterprises. An intensive training on equal 
treatment legislation for social partners and control ser
vices {services d'inspection) is also envisaged. Austria plans 
an amendment of the Equal Treatment Act that pro
vides for improved tools to enforce mandatory equal 
treatment; non-discriminatory job-evaluation models will 
be developed in the future. 

At a more advanced level, in the inter-professional agree
ment (1999-2000) in Belgium, social partners commit
ted themselves to review systems of job classification, if 
they cause inequalities between both sexes. In Finland, 
the collective agreement that ends in January 2000 in
cludes a special provision for women and low-paid jobs. 
The social partners are promoting equal pay by devis
ing and introducing systems for assessing job demands 
in individual companies and sectors. In Sweden the Equal 
Status Act has stipulated since 1992 that all enterprises 
with more than 10 employees shall prepare action plans 
on equal opportunities. In Finland this ceiling is 30 em
ployees. 

5.2.4. Reconciling work and family life 
- guideline 21 

It is clear that the commitment of Member States to 
promoting family-friendly employment policies varies wide
ly. Only in Sweden and Finland do workers with, small 
children have the right to work part-time (it is envis
aged in Netherlands). Campaigns and codes of good 
practice to encourage businesses to adopt more family-
friendly policies are more widespread. 
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Childcare support 

Under this heading important efforts are made or are planned 
by those countries with a considerable lack of childcare 
provisions: Germany, Greece, Ireland, Netherlands, Aus
tria, Portugal, Italy and the UK. Denmark, Finland and 
Sweden and to a lesser extent Belgium and France have 
very developed systems of public childcare provision, even 
for very small children. However, Denmark and Sweden 
are still attempting to improve the situation. 

A limited number of Member States — Belgium, Greece, 
Spain, Finland and Sweden — mention that they in
tend to increase care facilities for the elderly. It is strik
ing that concrete initiatives on care for all other depen
dants (disabled, sick relatives) are lacking in nearly all 
the implementation reports (see table 11). 

Table 11 - New Proposals on Care 
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X 
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Parental and other leave schemes 

Greece makes no mention of parental leave in their im
plementation reports, and in the UK this will not be in
troduced until December 1999 (the deadline for the 
UK's implementation of the Directive is 15.12.99). Very 
generous parental leave is granted in Sweden and in Fin
land, and the latter is considering how to increase the 
number of men who take advantage of their right to 
parental leave, for example by reserving one month for 
fathers (this is already the case in Sweden). New legis
lation concerning family leaves has been amended in 
Finland with a right to miss work for compelling fam
ily reasons which is not restricted to children only. A 
number of Member States — Belgium, Greece, Spain, 
France, Netherlands, Ireland, Austria and Sweden — 
have flexible parental leave, for example the ability to 
take part-time work with reduced payment. In Luxem
bourg, this has been incorporated in the law on parental 
leave. Laws on parental leave are being prepared as well 
in Italy and Portugal. Denmark is one of the few coun
tries to make the connection between parental leave and 
flexible or family-friendly employment practices. Spain 
is preparing legislation on reconciliation of family and 
work including flexible maternity leave and an integral 
programme of family support. 

5.2.5. Facilitating reintegration 
in the labour market - guideline 22 

This guideline, which remains unchanged from last year, 
did not receive much attention by the Member States 
this year. Measures presented are often limited to the is
sue of reconciliation of work and family life, active labour 
market policy and increased efforts in training. Tax and 
benefit changes that increase the financial incentives to 
move into work are also mentioned. 

Attention to single parents as a group is important in 
this context; in Spain and the UK they are mentioned 
as a specific group targeted by policy. The UK high
lights the New Deal for Lone Parents as a scheme de
signed to improve job prospects and the employability 
of lone parents. The return of those who took parental 
leave to their former job is an issue raised by some coun
tries. Activating tax-benefit systems — Denmark, France 
Netherlands and the UK — can provide incentives to 
returnees to consider low-paid jobs, whilst for others 
generous parental leave schemes help to maintain at
tachment to employers. It is worth highlighting the few 
Member States who do propose indicators — Belgium, 
Greece, France, and Austria. 
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6. IDENTIFICATION OF GOOD PRACTICE 

The aim of the present section is to illustrate how the 
Employment Guidelines are being transposed into con
crete policy action across the Union, by presenting ex
amples of good practice, as suggested by the Member 
States in their NAPs. A full list of suggestions can be 
found in Annex 1. In selecting the following examples, 
priority was given to those cases for which a minimum 
monitoring or evaluation effort has been carried out. 
Policies that were subject to appraisal in the 1998 Joint 
Employment Report were not considered. Most of them 
have been selected for more in-depth evaluation in the 
'peer review' which the Commission has initiated in col
laboration with Member States. 

6.1 THE PEER REVIEW PROCESS 
FOR DISSEMINATION OF 
GOOD PRACTICE 

The purpose of the peer review is to submit policies 
which are considered by individual Member States as 
examples of good practice to multilateral and indepen
dent expert assessment, with a view to their dissemina
tion. The Commission, having recognised the potential 
of using this method, has launched a programme of peer 
reviews of employment and labour market policies in 
cooperation with Member States and under the aegis of 
the Employment and Labour Market Committee 
(ELC).The essence of this method is an examination of 
the transferability of a policy presented by a 'host coun
try' by several interested 'peer countries'. The core ac
tivity in each Peer review is a seminar complemented 
by a site visit. It is a structured activity based on a num
ber of expert papers prepared in advance specifically for 
this exercise. The conclusions of the evaluation will be 
published by the Commission 

The selection of good practices for review has been made 
in accordance with the following process. Firstly, Mem

ber States have been asked to confirm their willingness 
to participate as host countries in peer reviews of their 
own good practices. Secondly, each Member State has 
been asked to express four preferences for participation 
as peers in the review teams on the basis of the list of 
candidate policies. The most frequently preferred poli
cies have been selected for the peer review process in 
such a way as to ensure a balanced participation of all 
Member States during the year. The following peer re
views had already been carried out by July 1999: 

Reduction of non-wage labour costs, particularly for 
low-paid labour (Netherlands); 

Women Entrepreneurship — Business Advisors for 
Women (Sweden); 

Promoting Continuous training in Micro- and Small 
Enterprises (Portugal); 

Activation and individual employment service (Fin
land). 

or the second semester 1999, a second series of peer 
eviews is planned including the following policies: 

'New Services - Jobs for Young People' programme 
(France); 

Lifelong learning policies (UK); 

Policies for the promotion of self employment (Ger
many and Italy); 

Active policies against youth unemployment (Den
mark and the UK); 

Reduction and reorganisation of working time (France); 

Social Partners Agreement on employment stability 
(Spain). 
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6.2 PRESENTATION OF EXAMPLES 
OF GOOD PRACTICE FROM 
THE 1999 NAPS 

PILLAR ONE - EMPLOYABILITY 

I. 'Inserjovem' and 'Reage' initiatives 
(Portugal) 

OBJECTIVES. These two initiatives incorporating the pre
ventive approach required by guidelines 1 (Inserjovem) 
and 2 (Reage) have been developed and implemented 
in 1998. The implementation of the preventive approach 
has involved a major innovation in the form of a fully 
new model of intervention by the PES. 

POLICY MECHANISMS. The preventive approach involves 
addressing every young and adult unemployed person 
before they reach 3 or 6 months unemployment in or
der to define an individual employment plan. Depend
ing on the individual's situation, the intervention of the 
PES consists either in direct placement into a job, in 
counselling phased according to the individual's diffi
culties and needs (three levels of counselling exist rang
ing from the support to job search to more intensive 
guidance) or in placement into vocational training or in 
existing employment programmes. 

This new model implied the setting-up of a specific 
team of professional counsellors and technicians (inser
tion team) in each employment centre, to ensure the 
preparation, the management and the follow-up of the 
individual pathway which is formalised in the personal 
employment plan agreed between the unemployed and 
the insertion team. A l information regarding the indi
vidual's active participation and the follow-up of the in
dividual plan are registered in a follow-up agreement. 
The new model also involved a complete reshuffling of 
the PES information system to monitor the early iden
tification of those at risk and ensure a systematic sta
tistical follow-up of implementation. 

FRAMEWORK CONDITIONS. The implementation of the 
preventive approach is implemented in the framework 
of territorial pacts and regional networks for employ
ment. By the end 1998, it concerned 11 networks and 
3 pacts covering 25 % of the total continental popula
tion and 30 % of the registered unemployed. The fore
seen extension of the regional networks should mean 
that 75 % of the population will be covered by the end 
of 1999 and 100 % by 2000. The principal innovation 

in this original approach is that it ensures a strong in
volvement of the local SMEs and allows the effective 
use of existing partnerships, notably with the education 
system, to provide both training opportunities and the 
certification of the training followed by the unemployed. 

EVALUATION/MONITORING RESULTS. The first results 
available on the basis of the common policy indicators 
agreed between the Commission and the Member States 
are encouraging: only 5.8 % of young people and 1.8 % 
of adults had not been offered any action before reach
ing 6 or 12 months unemployment (in 12 of the re
gions presently covered by the new approach). Howev
er, the number of those who did not attend the first 
interview triggering the personal employment plan re
mains quite high (nearly. 50 % of the young and 44 % 
of the adult unemployed). This probably reflects re
maining weaknesses in the benefit system which only 
covers some of the job seekers and the still insufficient 
share of the PES in the job vacancies market. 

2. Activation measures (Belgium) 

POLICY CONTEXT. The creation of work for very long-
term unemployed by means of subsidised (temporary) 
employment has been an important point on the polit
ical agendas of the regional and federal governments in 
Belgium for several years. Several instruments have been 
launched: WEP+, Smet-jobs, LAE (Local Agencies for 
Employment), social employment for persons receiving 
a subsistence level allowance (art. 60), social employ
ment in the private sector (art. 61) and WEP-privé. All 
are based on the awareness that, in addition to a low
ering of the wage costs, initiatives have also to be tak
en concerning obstacles on the supply side (through in
tensive counselling, training, employment habituation 
and real labour experience). 

LOCAL AGENCIES FOR EMPLOYMENT (LAE). The LAEs 
respond to the need for services not yet met by the mar
ket, mainly from households but also from non-com
mercial associations and municipalities. By offering the 
opportunity to acquire useful work experience, the LAE 
system creates re-integration opportunities for long-term 
unemployed, who cannot be easily integrated in the 
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labour market. The financing of the jobs is assured by 
the activation of the unemployment allowances/subsis
tence level allowance and by a reduction in taxes 

At the end of June 1998, 552 municipalities in Bel
gium, 94 % of the total, had a recognised LAE. The 
number of users is about 110,000. The number of em
ployees has risen to 41,000, about 83 % of whom are 
female. The amount of work realised equals 12 million 
hours. All these indicators show rapid and continued 
growth since the first year of implementation, 1995. 

The success of the system can partly be explained by its 
flexibility, the link with training opportunities, constant 
improvements (such as the introduction of a labour agree
ment) and expansion (via the system of the service vouch
ers). The question arises as to whether job placement 
through LAEs may represent some unfair competition 
with 'standard' jobs in the normal economy and whether 
participants will be able or willing to work within the 
normal economy without subsidy, which is the ultimate 
purpose of the measure. 

T H E SMET JOBS. The so-called 'Smet-jobs' create, since 
March 1998, supplementary jobs in services, essentially 
in the private sector, and are equally oriented towards 
long-term unemployed. Funding is assured by the acti
vation of the unemployment allowances and by the ex
emption of the social charges normally paid by the em
ployer. The unemployed person receives a work con
tract and is employed in a normal company for a max
imum period of three years, receiving a wage compara
ble to his colleagues'. In order not to bind the employee 
too tightly to a Smet-job, the contract can be cancelled 
by each of the parties subject to seven days notice. The 
existing personnel cannot be replaced by employees op
erating in the framework of a Smet-job. 

In March 1999, there were more than 6,000 employees 
involved, equally spread among men and women. About 
71 % of the Smet-jobs are half time jobs. In 1999 this 
measure will cost about euro 60 million (58 % is wage 
subsidies, 42 %, reductions of social contributions). 

The Smet-jobs are equally spread across sectors. In 75 % 
of the projects, the employers are SMEs. Larger com
panies are already obliged to recruit a certain percent
age of apprentices and low qualified unemployed in the 
framework of other labour market measures or in the 
context of collective agreements. 

The main risk of Smet-jobs is that they may not lead 
necessarily to stable employment as companies are not 
obliged to transform these jobs in permanents ones or 

to train Smet-job holders who might therefore not be 
able to acquire the knowledge and skills needed to ob
tain a stable job in future. Given the short time elapsed 
since its implementation, it is still too early to evaluate 
the measure on this point. 

3. Additional school support scheme 
(Greece) 
OBJECTIVES. This pilot measure is part of a wider re
form of the general education curricula and aims at re
ducing school failure and drop-out rates in compulsory 
education. 

The measure combines different actions: individualised 
support to pupils having poor school performance through 
the provision of specific teaching either during school 
time or during — summer holidays; specific training of 
teachers and diversification of the educational material; 
broader action such as the improvement of the physical 
infrastructure of schools, notably of their technological 
equipment; organisation of information seminars for the 
local authorities and bodies and provision of counselling 
to the parents of pupils encountering difficulties. 

EVALUATION/MONITORING. By addressing the problem 
at the first levels of the education system, the measure 
can contribute to improving the quality of basic edu
cation and to ensuring better chances for those who 
continue at further levels. 

The implementation started in school year 1997/98 in 
34 schools (involving 7000 pupils) and is to be pro
gressively extended to cover 102 schools by the year 
2000. During the first stage of implementation, pupils 
benefiting from a special learning support represented 
roughly half of the total (3774). Other quantitative da
ta are available regarding the different actions carried-
out (information seminars, teachers involved, amount of 
teaching hours delivered for the specific support) and/or 
their immediate results in terms of equipment and teach
ing material. 

The measure appears to have a positive impact on pupils' 
motivation for learning and on their self-esteem as well 
as on the pupil-teacher relationship. It also benefited indi
rectly to other pupils by improving their educational envi
ronment. It has apparently been targeted at areas show
ing the highest levels of drop-outs and school failure. How
ever, the information provided is insufficient to assess the 
full scale of the problem in Greece and the effectiveness 
of the measure (drop-out and failure rates in these areas) 
cannot be compared with the initial situation. 
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4. Support at the work place for 
persons with disabilities (Sweden) 
OBJECTIVES. T O integrate disabled people into jobs and 
maintain others in their current posts. To acting as a 
cutting edge for the development of approaches using 
new technology. 

POLICY MECHANISMS. A framework is determined na
tionally by the Swedish Labour Market Board (AMS), 
and implemented throughout the labour market ad
ministration. The practical development commonly hap
pens at the local level, that is, at an employability in
stitute which engages technical consultants when nec
essary. 

The development of new approaches often occurs in co
operation with the social insurance office, which also 
has some funds at it disposal and can contribute to the 
costs. Other actors are drawn from institutions and or
ganisations that are on the cutting edge of rapid tech
nological developments. 

EVALUATION. On average, more than 10 developmental 
work places are created every year. In turn, they have 
led to the installation of about 400 computer-equipped 
work places a year for disabled persons. 

Detailed monitoring information is not currently col
lected on the programme, however, qualitative studies 
suggest that it has been effective in its objectives. 

PILLAR TWO - ENTREPRENEURSHIP 

5. The 'Single Counter ' 
to assist companies start-up 
in the Catania Municipality 
( I ta ly ) 
In Italy, as in several other Member States, delays in 
company start ups and the excessive number of proce
dures for new business are a major concern. On aver
age, more than 100 days are required for a new com
pany registration and new entrepreneurs need to pass 
through more than fifteen different procedures. 

The major goal is to succeed in streamlining adminis
trative requirements and achieving a progressive and con
siderable reduction of the burdens on enterprises. In 
pursuance of law no. 59/1997 and law no. 191/1998 
(the so-called 'Bassanini laws'), Italy has undertaken to 
deregulate and streamline 122 procedures laid down in 
over 400 administrative provisions. 

In particular, the Government passed the 'Single Counter 
regulation. This regulation combines all the procedures 
relative to the localisation, implementation, extension, 
reorganisation and operation of all production sites, in
cluding commercial facilities. The Single Counter regu
lation shall become operational in 1999. 

However, at local level there are already success stories of 
administrations using the Single Counter concept. In Cata
nia Municipality (Sicily), the Single Counterhas been oper
ational for two years within the Investia Catania Project 
and can be mentioned as an example of good local prac
tice. 252 projects have been submitted to this Single Counter 
and 40 initiatives that have already been started, with an 
overall investment in excess of euro 120 Million and the 
creation of 1,700 new jobs. As a rule, all the permits for 
new enterprises or for the extension of existing enterprises 
are issued within 60 days. This initiative has been wel
comed, in particular, by entrepreneurs. 

PILLAR THREE - ADAPTABILITY 

6. Labour Foundations for the 
construction industry in Asturias 
(Spain) 

OBJECTIVES. The Foundation is a non-profit structure 
established in 1988 through the collective labour agree
ment between social partners in the construction sector. 
Improving workers' employability is part of the global 

strategy aiming at improving the competitiveness of the 
companies. 

POLICY MECHANISM. The Foundation directly contributes 
to the improvement of workers' employability through 
its vocational training schools which provide initial vo
cational training, continuous training for the employees 
of the sector and training for the unemployed. Anoth
er important action is the provision of placement ser-
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vices through its own placement agency which was set 
up in 1997 following the deregulation of the PES. 

The Foundation also contributes to securing employ
ment by providing financial assistance to the workers 
having high seniority in the sector or the same compa
ny. This mechanism, which has probably gained in im
portance since the recent legal decision of freezing se
niority bonuses, enables a redistribution of seniority labour 
costs within the sector and thus ensures more balanced 
competition between companies. 

It operates through two funds allocated respectively to 
each of these main functions and is resource by month
ly contributions from the companies and workers (4.5 % 
of the gross wage cost) and subsidies from public ad
ministration and institutions. The training activity also 
benefits from the financial support of the national pub
lic employment and training agency. 

FRAMEWORK CONDITIONS. The Foundation has been set 
up in a region and a sector particularly affected by the 
recession since the mid-nineties and suffering from both 
high unemployment and acute shortages of skilled labour. 
The construction sector may have a particular impor
tance as a substitute to the traditional declining indus
tries such as steel and coal mining. 

EVALUATION RESULTS. Evaluation mainly concerns the 
effectiveness of training for labour market integration 
and shows the positive effect of a training adapted to 
the needs of the companies and sector: the placement 
rate of trainees was 74 % over the 1994-98 period; 62 % 
of the job offers actually filled by the placement agency 
were taken by trainees. However, there is still a short
age of skilled labour, in particular of experienced skilled 
labour, which apparently accounts for the rather low 
coverage of the job offers managed by the placement 
service (55 % of the 743 job offers). 

PILLAR FOUR - EQUAL OPPORTUNITIES 

7. The Development of Children's Day 
Care (Finland) 

OBJECTIVES. The availability of children's day care makes 
it easier for both parents to have jobs. 

POLICY MECHANISMS. The national government sets the 
framework and municipalities implement provision. The 
local authorities spend around euro 1.3 billion a year 
with another euro 0.4 billion coming from central gov
ernment subsidies. 

All children under 7 years of age have the right to a 
full-time, municipal child-care place. Although provi
sion is subsidised, charges related to income are payable. 
For children under 3 years of age it is also possible to 
get support for home care if parents choose that option. 
Children attending school receive a free warm meal at 
school. 

EVALUATION. In Finland subsidised child-care services 
of high-quality have made it possible for mothers with 
small children to participate in the labour market - of

ten on a full time basis. In 1998 the labour force par
ticipation rate among women aged 25-54 was 84 per 
cent (among men of the same age it was 90 per cent). 
Only 16 per cent of women and 7 per cent of men 
worked part-time in 1998. 

The cost of the child-care services is estimated by the 
Government to be 1.5 % of GDP, that is a significant 
component of total general Government expenditure 
(around 51 % of GDP). 

The general view in Finland is that the day care ser
vices provided by municipalities and free meals at school 
are, indeed, of high quality. This makes it easy for par
ents to make the decision to leave their children in day 
care, and allows women to work full time in the labour 
market. 

FURTHER DEVELOPMENTS. The Government is extend
ing child care services by arranging free pre-school ed
ucation for all children who are 6 years of age in year 
2000. No costs are presented in the NAP, but the mea
sure will be implemented within the existing budget 
framework for 2000-3. 
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ANNEX I 

G O O D PRACTICES SUGGESTED 
BY MEMBER STATES IN THE 
IMPLEMENTATION REPORTS 
OF 1999 

Belgium 

• Local Employment Agencies 

• Activation of unemployment benefit in enterprises 
(Smet-jobs) 

• Professional transition programmes (PTP) 

Denmark 

• Youth measures of activation 

Germany 

• Partnership training in Thuringia 

• Bilateral vocational training projects 

• Initiative 'Women give new impetus for technology' 

Greece 

• The OAED Employment Promotion Centres 

• Additional school support 

Spain 

• Labour foundation in the construction industry in 
Asturias 

• Economic Development Agency of La Rioja 

France 

• Negotiated reduction of working time 

Italy 

• The 'Single Counter' to assist companies start-up in 
the Catania Municipality 

• The Territorial Employment Pact of Lecce 

Luxembourg 

• Measures en faveur de l'emploi des jeunes 

• Aides à l'embauche des chômeurs 

• Formation, reconversion et adaptation professionnelles 
en faveur des chômeurs 

Netherlands 

• Flexibility and security 

• Deployment of Job-seekers (Youth) Act 

Portugal 

• 'Inserjovem' and 'Reage' initiatives 

• Training of long-term unemployed, including bene
ficiaries of the guaranteed minimum income 

• National Programme of Traineeships 

Finland 

• Securing the availability of labour 

• Children's day care 

• Implementation of the reform of labour market pol
icy 

Sweden 

• Support at the work place for persons with disabil
ities 

• Equal opportunity plans 

'New Services — Jobs for Young People' programme 
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ANNEX 2 

THE PERFORMANCE INDICATORS 

The performance indicators comprise 9 selected indica
tors for each country 1994,1996-1998. These indicators 
are: 

Employment related indicators 
Employment rates by gender 
Full-time equivalent employment rates by gender 

Unemployment related indicators 
Unemployment rates by gender 
Youth unemployment ratio by gender 
Long-term unemployment rate by gender 

Employment related Economic indicators 
Employment growth 
Real GDP growth 
Labour productivity growth 
Real unit labour costs 

Sources and definit ions 

Employment rates by gender 

The employment rate represents persons in employment 
as a percentage of the population of working age. 

The source for employment data is the Eurostat bench
mark series, in the age bracket of 15-99. The bench
mark series consists of the best available statistical data 
to aggregate employment. The national statistical insti
tutes and Eurostat have agreed that, currently the best 
statistical sources for monitoring trends in total em
ployment are: 

• Community LFS: (B, EL, IRL.UK) 

• national LFS annual average (E, I, A, P, FIN, S) 

• national accounts (D, F, L), 

• labour accounts (NL) and registers (DK) 

Population data comes from the European Labour Force 
Survey, in the age bracket 15-64. 

For all Member States except Austria, Netherlands and 
Denmark, the gender breakdown is achieved by weight

ing the total by LFS gender distribution for each year 
concerned. In the former case a gender breakdown ex
ists. For the 1998 series the gender breakdown of 1997 
in the benchmark series have been used for these coun
tries. In the case of Ireland 1997 LFS gender break
down have been used. 

Full-time equivalent Employment rates 

Full-time equivalent employment, which equals the num
ber of full-time equivalent jobs, is defined as total hours 
worked divided by the average annual number of hours 
worked in full-time jobs within the economic territory. 

The full-time equivalent employment rate is calculated 
by dividing the full-time equivalent employment (as de
fined above), by the total population in working age. 

The source is Eurostat LFS. In the case of Ireland the 
1998 figure have been obtained by using 1998 bench
marks and ratios from 1997. For Sweden, Austria and 
Finland the same method have been applied but it is 
the 1995 ratios to 1994 benchmark data. 

The information relates to a reference week, which is 
chosen to be as far as possible representative of the sit
uation throughout the year. 

The Community Labour Force Survey contains infor
mation on the hours worked in a person's main em
ployment {first job) and also, for persons with more than 
one job, those worked in a second job. To obtain the 
total number of hours worked it is necessary to add to
gether the hours worked in the first and second jobs. 

Employed persons with a second job are also added to 
the denominator to provide a more exact calculation. 

Unemployment rates 

Unemployment rates represent unemployed persons as 
a percentage of the labour force. The source is Euro
stat, ' Harmonised Unemployment '. All data are year
ly averages. 

Youth unemployment ratio 

Youth unemployment ratio represents youth unemployed 
as a percentage of youth population. In this case the age 
bracket is 15-24. The indicator comprises two sources. 
Youth unemployment data are taken from Eurostat, ' Har
monised Unemployment ' which provides yearly aver
ages, in order to avoid bias caused by young persons leav
ing or taking a break from education in Spring, normally 
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the time of the year chosen for the Labour Force Surveys. 
The population figures are taken from the European LFS. 
For Ireland 1998 the population figure of 1997 is used. 
The population figures for Austria, Sweden and Finland 
1994 are taken from national sources. 

Long-term unemployment rate 

This indicator represents long-term unemployed as a 
percentage of the labour force (compare unemployment 
rate). All unemployed 12 months or more are taken in
to account. The source is LFS. For Austria, Sweden and 
Finland all 1994 figures correspond to 1995. Compris
es of all employed aged 15 and over. 

updates available have been used (1/7/99). The figures 
are growth rates corresponding to yearly changes and to 
the 1994/1998 average growth 

Labour productivity growth 

Labour productivity: % change p.a. in GDP at constant 
market prices per person employed. 

The source is DG II economic data pocket book and 
are collected from Eurostat New Chronos. The latest 
updates available have been used (1/7/99). The figures 
are growth rates corresponding to change from one year 
to another and a 1994/1998 average. 

Employment growth 

The source is the 'Benchmark series' and the figures are 
growth rates corresponding to yearly changes and to the 
1994/1998 average growth. 

Real GDP Growth 

The source is DG II economic data pocket book and 
are collected from Eurostat New Chronos3. The latest 

Real unit labour costs 

Defined as nominal unit labour costs deflated by GDP 
price deflator 

The source is DG II economic data pocket book and 
are collected from Eurostat New Chronos. The latest 
updates available have been used (1/7/99). The figures 
are growth rates corresponding to change from one year 
to another and a 1994/1998 average. 
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ANNEX 3 

DIAMOND CHARTS -
METHODOLOGY 

Background 
The diamond-chart approach is used in this report to 
present a synthetic and comparative assessment of Mem-
bet States' employment performance. It consists of 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-à-vis reference stan
dards within the EU, which are defined as the average 
of the three best performances for each indicator in 
1998. Two diamonds are presented portraying respec
tively the employment and unemployment performances. 
The larger the diamond, the more favourable the situ
ation for the Member State concerned. 

This method provides: 

• a simplified presentation of multiple performance in
dicators regarding employment as well as unem
ployment; 

• a snapshot of the relative weaknesses and strengths 
of each country's labour market situation, allowing 
identification of the major policy challenges; 

• 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. 

The full results of the exercise are presented in Part II 
of this Report, where the diamond charts of each Mem
ber State are included in the respective country fiche. 

Selection of indicators and standards 
The selection of the diamond axes for inclusion in the 
analysis is conditioned by the basic performance indi
cators agreed for monitoring the Employment Guide
lines. For the diamond describing the performance in 
terms of employment, the following four indicators were 
retained: average employment growth rate over the last 

five years, employment rate, gender gap between em
ployment rates and the employment rate of workers in 
the age bracket 50-64. For the diamond describing un
employment, those selected were: the unemployment 
rate, the youth unemployment ratio (young unemployed 
as a ratio of young population), long-term unemploy
ment rate and gender gap between unemployment rates. 

The choice of indicators being largely determined by 
the political priorities defined in the Employment Guide
lines, it is inevitable that they are in some cases corre
lated between themselves (for instance, the overall un
employment rate will tend to reflect the youth unem
ployment ratio and vice-versa). While such correlation's, 
where they exist, may affect the comparisons of the size 
of diamonds across countries, they do not, however, 
compromise the three purposes of this methodology as 
explained above. 

Producing the diamonds 
The original data was transformed in order to make it 
suitable for use in the diamond charts. The axes depict 
performance in relation to reference standards. In each 
case the underlying labour market indicators for the 
years 1998 and 1994 are transformed into index values 
with a common scale in which the highest value corre
sponds to the average of the three best performing Mem
ber States (best practice - see table below) and is always 
equal to ' 1 ' and the lowest value is equal to '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 per
formance. The countries with the best performances re
ceive a score of ' 1 ' . Worst practice receives a score of 
'0.1 ' , and a score of '0.55' indicates performance at the 
midpoint of the range defined by best and worst prac
tice, i.e. if the lowest unemployment rate is 5 % and 
the highest 15 %, then a country with an unemploy
ment rate of 10 % is scored as '0.55' on the index scale 
for this indicator. It is important to emphasise that the 
reference standards here, in contrast to theoretical bench
marks, are always relative to the performance of the oth
er 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 oth
er countries included in the exercise in the reference 
year. In this report the year 1998 was used for the pur
pose of identifying best practice. 
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BELGIUM 

Summary 

Despite a continuous improvement of the economic climate, the employment situation recovered very modestly 

in 1998, with employment increasing by 0.5 %, while unemployment remained practically stagnant at 9.5 %■ 

The Belgian labour market suffers from high inflows into longterm unemployment, and large stocks of the 

long term unemployed, who represent 5.7 % of the labour force. Another key problem is the low participation 

of older workers in employment. The service economy also offers unexplored potential for job creation. 

The implementation of the 1998 NAP mobilised all the actors involved. As a result of some delay, however, 

the impact on the labour market was limited. Key developments included, inter alia, the interprofessional 

agreement between the social partners and the adoption of the federal law of March 1999. This year's NAP 

consolidates the 1998 NAP without major new initiatives, except a tax reduction designed to raise the net 

income of low paid workers and thereby the incentive to take up jobs. The new governments (at federal, Com

munity and regional levels) have announced new initiatives, namely in the field of insertion of young people, 

reduction of taxes and of administrative formalities, as well as the intention to work more closely together. 

Employability: The Belgian authorities took an initial concrete step towards the preventive approach, start

ing with young people. These efforts will have to be continued and intensified for all young people and 

especially for adults, so as to comply fully with the two first guidelines. The average monthly inflow of 

44 % of young people and 37 % of adults becoming unemployed into longterm unemployment requires 

immediate action on a major scale. Existing active measures are still focused on curative actions addressed 

to the longterm unemployed. A substantial strengthening of preventive measures is needed as a key prior

ity. The Belgian NAP refers to the interprofessional agreement 19992000 which aim at increasing the in

vestment in vocational training to reach the level of neighbouring countries. 

Fiscal measures are provided to encourage the maintenance and provision of employment for unskilled 

and/or low paid workers. The low employment rate of older people is partly a result of traditional reliance 

on early retirement; it requires strengthened efforts to keep older workers in working life longer. Insufficient 

attention has been paid to developing a comprehensive lifelong learning strategy. 

Entrepreneurship: the simplification of administrative procedures and the reduction of employers' social 

charges are the major measures, designed to stimulate the creation of new jobs in SMEs, in self employ

ment and in the local services sector. Not all the job opportunities in the information society and environ

mental sectors are fidly exploited. On the basis of the performance of the most successful Member States in 

1997, Belgium has a job creation potential of about 300,000 jobs in the services sector. 

Adaptability: the NAP and the pacts between the social partners introduce greater flexibility in the or

ganisation of working time with the use of temporary career breaks, parttime and temporary work. The 

financial efforts for continuous training represent 1.2 % of the total wage bill, with the social partners 

playing a key role in its implementation. It is intended to increase this figure to 1.4 % in 1999/2000. 

Equal opportunities: In order to address the ivide gender gap in employment of 20 % (about 500,000 

places), active policies for equal opportunities must be developed and implemented. The Belgium NAP at

taches high priority to the implementation o f a strategy of gender mainstreaming. 

ESF: In the present programming period, the financial contribution of the European Social Fund (ESF) is 

mainly to support the employability and the adaptability pillars. 

Indicators and statistics: Although important progress has been made in the 1999 NAP to supply quan

tified information on the three first guidelines, further efforts in the field of indicators and monitoring 

systems are necessary. 
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I. Employment situation in Belgium 

As a result of two successive years of satisfactory growth, 
employment increased again (by 0.5. The progression of 
employment in the private sector, in particular in services, 
encouraged the entrance of women into the labour mar
ket. The number of part-time workers increased, and as 
a result the full-time equivalent employment rate remained 
stable at 53.7 %. Most of the new jobs were taken up by 
new entrants or returnees to the labour market. 

The improvement in the employment situation was not 
sufficient to solve long-standing problems. In spite of a 
slight and continuous progress (57.5 % in 1998, up 
from 56.0 % in 1994), the employment rate continues 
to be below the European average of 61 %. This is due 
to very low levels of employment among those over 55 
years (22 %), which is the lowest in the European Union. 

The unemployment rate remained practically unchanged 
at 9.5 %, but while unemployment among men in
creased from 7.5 % to 7.7 %, among women it de
creased from 12.1 % to 11.9 %. Significantly, long-
term unemployment increased in 1998 to 5.7 %, up 
from 5.4 % in 1997. Youth unemployment (already be
low the EU average) decreased to 7.4 % of the youth 
population, benefiting in particular young women. 

Employment in services, despite recent progression, still 
offers significant scope for growth, as this sector occu
pies 40 % of the working age population (roughly the 
same as the Union average). 

The most recent OECD figures for the year 1997 in
dicate that almost 4 % of GDP is spent in labour mar
ket policy, of which active measures absorb about one 
third. 

Employment indicators 
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2. Implementation of the 1998 NAP 

The implementation of the employability pillar is main
ly based on a threefold approach: the increase of train
ing offers, the vocational training programme and the 
accompanying plan towards employment. The preven
tive approach resulted in a common commitment of all 
authorities to offer intensive guidance to each poorly 

qualified young person, after the fifth month of unem
ployment. However, this commitment falls short of com
plying with the common target of offering every young 
unemployed a new start before the 6ch month. For guide
lines 1 and 2, the respective rates of non-compliance 
are 50.6 % for young people and 47.1 % for adults, 
calculated for a period before the implementation of the 
new policies. Belgium already complies with the 20 % 
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target for guideline 3, thanks to the large number of 
participants in long duration employment schemes. 
However, the number of beneficiaries of training rep
resent less than 10 % of all activated persons. In addi
tion to the public authorities, the social partners have 
agreed to develop initiatives to increase the number of 
opportunities for training and professional experience. 

On the entrepreneurship pillar, the most important ac
tions were: aid for the creation of new jobs in SMEs, 
encouragement of unemployed people into self-em
ployment and, thanks to reductions in social charges 
(1.5 billion euro in 1998, i.e.1.9 % of the total wages 
bill), the creation of 7400 additional posts in SMEs, 
310 in self-employment and 3700 in non-commercial 
organisations. 

As to adaptability, the creation of the 'training-cheque' 
system for SMEs and the 'het boom krediet' for inno
vative training has supported the federal regimes of ca
reer breaks, which has been extended by the NAP from 
1 % to 3 % of all the workers in every enterprise, and 
of training leaves. The interprofessional agreement en
visages the development of training possibilities through
out active life and represents an increase in financial ef
forts to 1.4 % of the total wage bill in 1999/2000. 

The equal opportunities objectives are contemplated in 
the NAP by several measures — guidance, training and 
career breaks regime — all of which contribute to en
couraging the insertion of women into the labour mar
ket. Other actions addressed to women wishing to re
turn to the labour market have resulted in 12,000 women 
returning to work, which represents a fifth of the re
quests. The strategy of gender mainstreaming is a pri
ority of the Belgian NAP. In particular, the moderni
sation of labour legislation has been pursued. 

The Belgian authorities devoted 4 billion euro in 1998 
to the NAP, and have budgeted 5 billion euro for 1999. 
Training investments agreed by the social partners, rep
resenting a little less than 1 billion Euros (or 1.2 % of 
the wage bill), should be added to that amount. 

3. Revision of the NAP in 1999 

The NAP99 is a continuation of the NAP98 and cov
ers all 22 guidelines. Amongst the innovations let us 
note: 

For employability, the NAP99 increases take home pay 
by an average 37.2 euro per month at the level of the 
minimum guaranteed wages, by means of a reduction 
of personal social contributions. This mechanism (25 

million euro) will supplement the reduction (450 mil
lion euro per year) of the employers' social security con
tributions. The new governments (federal and regional) 
have announced their common purpose to increase the 
reductions of social contributions in the NAP2000. 

The age limit for full-time early retirement has been 
raised to 58 years. Furthermore it is intended to en
courage new formulae of part-time career breaks, in an 
attempt to increase the participation of older people in 
employment. 

In the case of GL9, policy development is hampered by 
a lack of data describing the scale and nature of the 
needs of disabled people, ethnic minorities and other 
excluded groups and persons. 

The entrepreneurial spirit will be supported, by facili
tating access to credit for newly created SMEs and for 
recently unemployed people who want to start their own 
business. The introduction of a statute for the 'self-em
ployed trainee' also goes in this direction by protecting 
their social rights during the training period. 

As to adaptability, new provisions for part-time work
ers have been introduced to help their access to train
ing and to temporary career breaks. 

Gender mainstreaming finds its application through the 
elimination of all discrimination based on sex, age, ori
gin or statute, for the selection of vocational training, 
job occupation, career progression and recruitment. 

The NAP states that new jobs generated by the infor
mation society are balanced by the losses resulting from 
the liberalisation of this sector. The proposals contained 
in the present NAP99 do not develop the new GL 13 
on the employment potential of the information soci
ety and the environmental sector. 

4. The role of the structural Funds 
in underpinning Employment strategy 

The majority of ESF activities conform to the NAP98. 
They represent, in 1998, a volume of almost 10 % (400 
million euro) of the total expenditure for all interven
tions and 11 % (500 million euro) of total commit
ments in 1999. Interventions cover the four pillars, 50 % 
of global costs goes to the employability pillar and 35 % 
to the adaptability pillar. 

The Belgian financial tables do not include interven
tions of the ERDF, this contribution is considered to 
be one hundred million euro in 1998. 
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The financial contribution of European Social Fund is 
described in the annex of the NAP by reference to the 
relations between the Employment Guidelines and the 
priorities in the present regulation. 

5. Outcome assessment 

The implementation of the NAP98 was late and, as a 
result, it is difficult to determine its impact on the labour 
market situation. 

Active measures are well developed and numerous in 
Belgium but their efficiency raises doubts. The em
ployability pillar mobilises a third of public resources in 
the NAP. Despite the overall improvement in the eco
nomic situation, the stock of long term unemployment 
increased even further during 1998. According to the 
output indicators supplied in the implementation report, 
the inflows into long-term unemployment are very high 
(43 % for young people and 37 % for adults). This can 
be explained partly by disincentives to take up work due 
to the unlimited duration of benefits, and partly by the 
fact that the majority of current interventions are ad
dressed to unemployed persons after long periods of un
employment and do not lead them to an effective rein
tegration in the open labour market. Preventive policies 
are called for in order to cut these high inflows and re
duce stocks over the medium and long term. However, 
the current plans for preventive policies for both young 
and adult unemployed fail to meet the criteria of guide
lines 1 and 2, because they restrict coverage to those un-
derqualified and below 45 years of age. 

On guideline 6, modest attention is paid to lifelong 
learning, especially for those over 45 years, and there is 
an absence of a coherent lifelong learning strategy de
spite the large financial efforts. 

The efforts to develop an entrepreneurial spirit and to 
simplify the formalities are too recent to assess their ef
fects. These efforts will have to be supported by the set
ting up of 'one-stop shops' for new entrepreneurs and 
the self-employed. The reduction of social charges is one 
of the most important public interventions under the 
NAP98, which is justified by the fact that the weight 
of tax and social charges on wages remains 2.2 % above 
the European average. The relevance of such policy in 
the National Action Plan calls for a thorough evalua
tion of its cost-effectiveness. A simple estimation of the 
cost in foregone revenue of each new additional job in 

the three measures mentioned in the NAP (respective
ly for SMEs, the self-employed and non-commercial or
ganisations) provides figures comprised between euro 11 
000 and euro 29 000 for 1998. 

The social partners have an important activity in the 
adaptability pillar, which is focusing on two things: or
ganisation of work and vocational training of workers. 
The modernisation of work organisation is the subject 
of an agreement on flexible working time throughout 
the career (career breaks, part-time work, and use of 
possibilities of temporary work and early retirement). 
Nevertheless, it should be noted that early retirement 
carries with it a heavy long-term financial burden. 
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EMPLOYMENT INDICATORS 

Total Employment Rate 
Males 
Females 
Full-time eq. Employment rate 
Males 
Females 
UNEMPLOYMENT INDICATORS 

Total Unemployment Rate 
Males 
Females 
Youth Unemployment Ratio 
Males 
Females 
Long-Term Unemployment Rate 
Males 
Females 

ANNUAL DATA 

1998 1997 1996 1994 

57.5 
67.3 
47.7 
53.7 
67.9 
39.3 

9.5 
7.7 

11.9 
7.4 
7.2 
7.6 
5.7 
4.5 
7.4 

57.3 
67.4 
46.9 
53.7 
68.2 
39.0 

9.4 
7.5 

12.1 
7.6 
6.9 
8.3 
5.4 
4.2 
7.1 

56.6 
67.3 
45.8 
53.3 
68.2 
38.3 

9.7 
7.6 

12.7 
7.8 
7.0 
8.5 
5.8 
4.4 
7.8 

56.0 
66.9 
45.0 
53.2 
68.3 
37.8 

10.0 
7.9 

12.9 
8.7 
S.6 
8.8 
5.6 
4.1 
7.8 

EU 

1998 

61.1 
71.2 
51.1 
55.7 
70.8 
40.7 

9.9 
8.6 

11.7 
9.3 
9.2 
9.3 
5.0 
4.2 
6.0 

EMPLOYMENT RELATED ECONOMIC INDICATORS 

Total Employment Growth 
Real GDP Growth 
Labour Productivity Growth 
Real Unit Labour Costs 

GROWTH RATES 

1998 1997 1996 1994-98 

0.5 
2.9 
2.4 

-1.2 

1.2 
3 

1.7 
-1.4 

-0.1 
1.3 
1.4 
-1 

0.7 
2.4 
1.7 

-1.0 

EU 

1998 

1.2 
2.9 
1.7 

-0.6 
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DENMARK 

Summary 

The performance of the Danish labour market has improved significantly in recent years. The total em
ployment rate (the highest in EU) rose to 79.2 per cent in 1998. The unemployment rate fell from 5-5 % 
in 1997 to 5.1 % in 1998. Although employment has increased among both men and women, men have 
benefited from the improvement of the hbour market to a larger extent. The unemployment rate has fall
en to 3.9 % for men whereas the fall in female unemployment has been slower and remained at 6.5 % 
in 1998, thereby accentuating the gender gap in unemployment. 

Policies towards reducing taxation, promoting hbour supply and the upgrading of skilh and qualifications 
of the labour force, which include efforts to improve work incentives in benefit schemes, reducing the num
ber of persons on transfer incomes, and to encourage employees to stay longer in working life, are the key 
challenges for Denmark. 

The 1999 NAP is built on the 1998 NAP. The Danish NAP is very strong in implementing a preven
tive and active approach under GLs 1-3 and aho demonstrates strong efforts to develop entrepreneurship. 
The social partners have contributed to the preparation of the NAP. Partnership in implementation of the 
guidelines is emphasised throughout the NAP. 

Employability: Implementation of the 3rd phase of the labour market reform means that Denmark claims 
to comply with the community targets for prevention of youth unemployment and aho activation (the ac
tivation rate is 40 per cent for insured persons and 50 per cent for non-insured persons). Aho the target 
for long-term unemployment of adults should be fully met by the end of year 2000. Initiatives aho in
clude strengthening of measures in rehtion to persons in the age group 50-59 years and above, and for in
clusion of the most disadvantaged groups in the hbour market. The amendment of the early retirement pay 
scheme offers incentives for persons aged 60 and over to remain active in working life. On life-long learn
ing Denmark has set a target but it should be further developed by a comprehensive strategy.. In the 1998 
NAP Denmark aho set an ambitious target for reducing the number of persons dependent on social secu
rity transfers. The number of persons on transfer incomes has fallen in 1998 and is expected to fall in 
1999. 

Entrepreneurship: The employment rate in the service sector is the highest in the EU and exceeds the EU 
average by 14 percentage points. Denmark has a wide range of measures to encourage entrepreneurship. 
Denmark aho focuses on creating new enterprises and jobs in the ICT sector as well as in the environ
mental and cultural sectors and new initiatives have been hunched within this overall framework. New 
measures known as 'Whitsun Package' take important steps to reduce the tax burden on low-paid work. 
Denmark has aho set a national target for the reduction of the total fiscal burden. 

Adaptability: This pillar is characterised by the social partners commitment to achieve a balance be
tween flexibility and security in work organisation: progress on adaptability has been made in the col
lective agreements concluded in 1998 and 1999. Likewise, continuous training of adults has been a cen
tral theme. 

Equal opportunities: Legishtion giving equal rights and opportunities to women and men will be moni
tored to ensure that the gender mainstreaming approach is applied. Denmark has one of the lowest em
ployment gender gaps in the EU. Nevertheless, the remaining gender gap of about 200,000 jobs represents 
a further resource for employment growth. 
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ESF: In the present programming period, the role of the European Social Fund (ESF) is mainly to sup
port the employment strategy under the employability pillar. 

Indicators and statistics: To allow for a thorough evaluation of compliance with the common targets the 
indicators should be further devehped. Input indicators for the three first guidelines are incompUte, as is 
information on the allocation of financial resources underpinning the NAP, as Denmark has only pro
vided allocations attributed to certain guidelines or policy measures. 

I The employment situation 

The favourable development in employment and un
employment over the past few years has continued through
out 1998. Denmark is at the top of the league in em
ployment performance in Europe and enjoyed in 1998 
the highest employment rate in the Community. Em
ployment grew by 2.2 % in 1998 compared to 2.7 % 
in 1997 so the employment rate increased from 77.5 % 
in 1997 to 79.2 % in 1998. The employment rate for 
men in 1998 was 85.5 % and for women 72.8 %. 

Following consistent growth rates well above the EU av
erage since 1994, GDP growth in Denmark fell from 

3.3 % in 1997 to 2.7 % in 1998. In 1999 a slowing 
in economic growth to below its trend rate is likely. 

The unemployment rate was reduced from 5.5 % in 1997 
to 5.1 % in 1998 but the unemployment rate for women 
(6.5 %) is decreasing at a slower rate than that of men 
(3.9 %) . The youth unemployment ratio fell from 6.2 % 
in 1997 to 5.3 % in 1998. At 1.4 %, the long-term unem
ployment rate remained one of the lowest in EU. 

According to OECD data the rate between active and 
passive measures is improving and 1.89 % of GDP was 
spent on active measures (against 1.80 % in 1997) and 
3.74 % on passive measures (4.02 % in 1997). 

Denmark 
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2. Implementation of the 1998 NAP 

On employability the implementation of the 3rd phase 
of the labour market reform means a significant strength
ening of active labour market measures, involving a fur
ther strengthening of job availability requirements as 
well as the extension of a right and duty to activation 
on the part of all persons in receipt of social assistance. 

From October 1998 all young unemployed persons re
ceive an offer of activation before reaching 6 months of 
unemployment. For the unemployed adults, the time 
lag before receiving an activation offer will be gradual
ly advanced so that by the end of 2000 all unemployed 
adults should receive an offer of activation before 12 
months of unemployment. Aso the activation rate has 
increased steadily to 40 per cent for insured persons and 
50 per cent for non-insured persons in 1998. Initiatives 
also include strengthening of measures in relation to per
sons in the age group 50-59 years and above and for 
inclusion of the most disadvantaged groups on the labour 
market. Concerning the transition from school to work 
the quality of education remains high on the agenda in 
order to contribute to a well-educated and flexible work
force. 

With regard to entrepreneurship the creation of new 
enterprises remains among the central priorities. Initia
tives are strengthened e.g. reducing the administrative 
burdens on existing and new SMEs. 'The administra
tive competence of enterprises' is a new initiative to sup
port the build up of administrative know-how in SMEs. 
Other new initiatives have been introduced to facilitate 
the access to capital for entrepreneurs and SMEs and to 
give support to the development of professional man
agement of SMEs. 

As regards adaptability, collective agreements have been 
concluded in 1998 and early 1999 covering a large part 
of the private and public labour market. Adult and con
tinuous training has been a central theme. Training is 
to be planned in cooperation between the management 
and employees and better conditions such as full wages 
during training periods have been agreed. Also the 'MOC' 
project (MOC = Management, Organisation, and Com
petence) targeted to promote innovation in Danish en
terprises by improving the enterprises' access to know-
how, is proceeding according to schedule and the first 
results are expected in the year 2000. 

On equal opportunities the process of integrating the 
principle of equal opportunities for women and men in
to all policy fields has been and continues to be an im
portant policy objective. Moreover the social partners 

have endorsed a number of proposals which also favour 
the mainstreaming aspect. The social partners have con
tributed to the preparation of the NAP in relation to 
the employability, adaptability and equal opportunities 
pillars. The partnership involved in the implementation 
of the guidelines is emphasised throughout the NAP. 
Moreover the Government and the social partners con
tinued their joint efforts to address the challenge of in
creasing the supply of labour. 

3. Revision of the NAP in 1999 

The 1999 NAP is built on and is a continuation of the 
1998 NAP reflecting the development in the imple
mentation of the guidelines. 

On employability, the policy of activation and preven
tion is continued and strengthened. The focus of the 
initiatives is directed towards efforts to ensuring the fu
ture labour supply and at the same time promoting a 
labour market open to all. The initiatives include the 
amendment of the early retirement pay scheme to pro
vide incentives and improved conditions for persons aged 
60 and over to remain active in working life. Further
more, a committee has been set up to review the meth
ods for calculation of unemployment benefits with a 
view to simplification and modernisation. 

Life-long learning has for some years been an impor
tant field of action. Several initiatives have been taken 
including establishment of an ICT high school at uni
versity level, increased efforts to integrate ICT across 
the educational system and integration of ICT into the 
training of low skilled persons. A target has been set 
that at least 50 per cent of a youth class in 2005 com
plete higher education. Also, the effort to integrate per
sons with reduced ability to work continues to be a pri
ority. Action is taken to improve their conditions and 
in addition much effort is put into preventive actions 
to stop individual job loss caused by e.g. sickness. Spe
cial effort is made to strengthen the educational offer 
to the weakest group of young persons. 

With regard to entrepreneurship, there is increased focus 
on the possibility of creating new enterprises and jobs in 
the ICT sector as well as in the environmental and cul
tural sectors. Within this overall framework, new initia
tives have been launched including initiatives in the con
text of the 'Digital Denmark'. Denmark has also set a 
traget for the reduction of the total fiscal burden. 

As regards adaptability, the process of achieving a bal
ance between flexibility and security in the work organ
isation continues; increased use of employment terms sim-
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ilar to those applied to salaried employees on the one 
hand contribute to more flexible ways of utilising the 
labour force, and on the other hand give increased secu
rity for the workers due to rules on dismissals and full 
wages during period of sickness. Another initiative is assis
tance to enterprises to start their senior staff policy. 

On equal opportunities, Denmark is committed to in
tegrate the principle of equal opportunities (main-
streaming) into the implementation of the guidelines. 
Legislation that underlies the implementation of the guide
lines gives equal rights and equal opportunities to women 
and men. In order to improve monitoring of the out
comes of the implementation, action is being taken to 
improve data collection concerning equal opportunities. 

4. The role of Structural Funds 
in underpinning the Employment Strategy 

The ESF contributes about 2 % of the spending for active 
labour market measures. In the 1994-99 programming 
period the ESF supports mainly the employment strat
egy under the employability pillar. The ESF contribu
tions supplement in particular the national policy by devel
oping and implementing innovative measures to facilitate 
the reintegration of vulnerable groups of unemployed per
sons on the labour market. In the new programming period 
the ESF is envisaged to create a closer link between the 
ESF activities and the NAP. With special regard to equal 
opportunities, it is considered to employ ESF assistance 
to a general analysis of how the gender aspect is taken 
into account in statistical data. 

ambitious target on the eventual reduction of the num
ber of persons on transfer incomes by a further 150,000 
persons from 900,000. Innovative measures are particu
larly relevant to entrepreneurship. The efforts to strengthen 
the innovative capacity of SMEs underpin the further 
development of a service- and information technology 
based economy. New measures known as 'Whitsun Pack
age' take important steps to reduce the tax burden on 
low-paid work; however, the marginal tax rates are still 
high and above EU-average. 

Progress on adaptability has been made in the collec
tive agreements concluded in 1998 and 1999 e.g. in
creased flexibility within the agreements and in life-long 
learning. Progress has also been made in the efforts to 
mainstream equal opportunities in all policy fields. 

Allocations of financial resources underpinning the NAP 
are not presented in an overall financial grid. Denmark 
has only provided information on the allocation of fi
nancial resources attributed to specific guidelines or pol
icy measures. 

5. Outcome assessment 

On employability the NAP presents strengthened and 
targeted efforts to increase participation in the labour mar
ket. As already mentioned, Denmark claims to comply 
with the Community targets for the guidelines on pre
vention of youth unemployment and activation, and also 
the target for long-term unemployment should be fully 
met by the end of year 2000. Policy output indicators for 
1997 inflows into long-term unemployment are given for 
guidelines 1 and 2. The figures for young persons are 
8.7 % for men and 11.1 % for women and for adults 
3.2 % for men and 3.3 % for women and among the best 
in the EU confirming the positive results of the Danish 
labour market policy. To allow for a thorough evaluation 
of compliance with the common targets the indicators 
should be further developed. Especially input indicators 
for the three first guidelines are incomplete. On lifelong 
learning, Denmark has set a partial target but it should 
be further developed. In the 1998 NAP, Denmark set the 
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EMPLOYMENT INDICATORS 

Total Employment Rate 
Males 
Females 
Full-time eq. Employment rate 
Males 
Females 

UNEMPLOYMENT INDICATORS 

Total Unemployment Rate 
Males 
Females 
Youth Unemployment Ratio 
Males 
Females 
Long-term Unemployment Rate 
Males 
Females 

ANNUAL DATA 

1998 1997 1996 1994 

79.2 
85.5 
72.8 
69.9 
80.8 
58.7 

5.1 
3.9 
6.5 
5.3 
5.0 
5.7 
1.4 
0.9 
1.9 

77.5 
83.8 
71.0 
68.7 
79.8 
57.4 

5.5 
4.6 
6.6 
6.2 
5.3 
7.3 
1.5 
1.2 
1.8 

75.4 
81.4 
69.3 
67.2 
78.1 
55.9 

6.8 
5.5 
8.3 
7.9 
6.8 
8.9 
1.8 
1.6 
2.1 

74.3 
79.5 
69.0 
66.4 
76.6 
55.9 

8.2 
7.3 
9.3 
7.8 
7.7 
7.8 
2.6 
2.3 
2.9 

EU 

1998 

61.1 
71.2 
51.1 
55.7 
70.8 
40.7 

9.9 
8.6 

11.7 
9.3 
9.2 
9.3 
5.0 
4.2 
6.0 

EMPLOYMENT RELATED ECONOMIC INDICATORS 

Total Employment Growth 
Real GDP Growth 
Labour Productivity Growth 
Real Unit Labour Costs 

GROWTH RATES 

1998 1997 1996 1994-98 

2.2 
2.7 
0.5 
1.6 

2.7 
3.3 
0.6 
0.8 

1.2 
3.2 
2.0 

-0.9 

1.8 
3.1 
1.3 
0.3 

EU 

1998 

1.2 
2.9 
1.7 

-1.2 
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GERMANY 

Summary 

The economy showed a distinct recovery in 1998 with GDP growth of 2.8 %. The protracted fall of the 
employment level over the last four years has come to a halt. The employment rate, 61.5 %, is slightly above 
the EU average. Germany has reduced the gender gap in employment but the potential is still substantial, 
about 16percentage points. This also holds true for the low employment rate of only 45 % of all people between 
50 and 64. Unemployment fell slightly —from 10 % to 9.4 % — largely due to a fall in participation. 
Youth unemployment, one of the lowest in the EU, notably for young women, is declining. 

Key challenges in Germany's labour market are the development of the service sector, with a considerable 
potential for employment growth, the persistence of high long-term unemployment and unemployment espe
cially in the Eastern Länder, the improvement of employment opportunities for older workers and a fur
ther reduction of the gender gap. 

The 1999 NAP shows a more active approach to employment policy, with social partners, equal opportuni
ties bodies, and Länder closely involved. The Alliance for Jobs, Training and Competitiveness is playing a 
key role in strengthening action in the NAPs and recent developments in this framework are promising. 

Employability: Germany is strengthening active policies to prevent long-term unemployment. Measures 
against youth unemployment have been intensified through an action programme, which has contributed 
to preserving a comparatively positive record. As to long-term unemployment among adults, measures 
taken envisage the reduction of the inflow by 10 % in 1999, as a first step. Present measures provide no 
information on targets or timeframe. The fob Alliance is discussing how to create jobs for the low-skilled 
through reforms, notably changes in the tax/benefit systems. These efforts could contribute — if stepped 
up — to reaching the target of cutting the inflows by 2002. 

While certain policies for older workers are being intensified to promote their reintegration, there is still 
need for a thorough reassessment of existing policies. Lifelong learning is being approached through con
sensus-led action by the social partners, including the further development of the dual system. 

Entrepreneurship: Germany seeks to reduce the social security contributions from 42 % to 40 % of gross 
earnings in the medium term. Reforms are intended to make it easier to start up and run businesses and pro
mote the use oflCTs. Greater focus on how to develop initiatives to create more jobs in services would cer
tainly help to exploit a substantial job creation potential in comparison with the best performing EU economies. 

Adaptability: Germany gives the social partners the task of reaching agreement on flexible working time 
as the key tool to modernise work organisation. The Alliance for Jobs is examining favourable regimes for 
part-time work and other working-time arrangements as well as for vocational, in-house and further 
training. This should allow the social partners to include in their agreements initiatives translating pro
ductivity gains into jobs and more flexibility at enterprise level. 

Equal Opportunities: Germany has a targeted policy for supporting women to work, in accordance with 
their proportion among the unemployed. The government sees new regulations and supportive actions through 
the programme 'Women and Work', linked to the Alliance for Jobs, as the way to implement gender main-
streaming and reduce gender employment and wage gaps. 

ESF: The ESF supports the European employment strategy under all objectives, notably the employability 
pillar and measures to improve the position of women on the labour market. 

Indicators and statistics: Policy and performance indicators are necessary for providing a serious base for 
monitoring and evaluation. Data on input/output flows are not provided in the NAP. Further improve
ments in the reporting on budgetary data in the NAP at all leveh are aho necessary. Germany needs to 
speed-up a decision to implement the continuous Labour Force Survey in the immediate future. 
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I. The employment situation 

The protracted fall of employment levels, over the last 

four years, has come to a halt. The economy showed a 

distinct recovery in 1998 with a GDP growth of 2.8 % 

while net job creation in Germany was, on average, prac

tically inexistent in 1998, though showing some posi

tive development towards the end of the year. The un

employment rate fell slightly — from 10 % to 9,4 % 

— largely due to a fall in participation. Youth unem

ployment is declining, being now below the overall un

employment rate and continues to be one of the low

est in the EU, notably for young women. 

Key challenges of Germany's labour market remain the 

overall lack of job opportunities, the persistently high 

longterm unemployment rate of 5 % and the consid

erable potential for job creation in the service sector 

with only 38.5 % of the total working age population 

employed compared with around 50 % and more in the 

US, Denmark, Sweden, the UK and the Netherlands. 

Germany has reduced the gender gap in employment 

over the last four years by 3 percentage points, but the 

difference between the employment rates of women and 

men is still some 16 points. Furthermore the employ

ment rate of older people points to an unused employ

ment potential especially in the 6064 age group where 

only 18.7 % are still in work. 

The financial resources spent in active labour market poli

cies showed, according to OECD data, a slight increase 

from 1.25 % of GDP in 1997 to 1.27 % in 1998. 

Employment indicators 
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2. Implementation of the 1998 NAP 

Employability: With regard to the support for young 

persons, major action was undertaken in the context of 

the guidelines 1, 7 and 8 in order to secure a sufficient 

number of apprenticeship places and to ease the transi

tion from general education to training and from train

ing into the world of work. In 1998 some 613 000 ap

prenticeship training places were made available, thus 

fulfilling the goal laid down in the 1998 NAP, and 363 

000 young persons have been supported through active 

actions. Overall, 826 000 persons have been actively as

sisted before reaching the 12 month unemployment thresh

old (30 % of the relevant group). Another 419 000 were 

assisted, who were already longterm unemployed. 37.2 

persons per hundred registered unemployed were in ac

tive measures. 

Entrepreneurship: The number of selfemployed is ris

ing, especially among young persons, and the develop
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ment of new businesses (22 % of which by women) is 
considered to be quite dynamic. Some 90 000 persons, 
took advantage of the bridging allowance which assists 
unemployed persons to become self-employed. 

Adaptability: In 1998 about 7000 collective agreements 
were concluded, many of which provide for flexible work
ing time arrangements, and about 200 contain clauses 
permitting part-time employment for older workers. Wage 
flexibility has also been increased in order to improve 
employment-friendly arrangements. 

Strengthening equal opportunities policies for women 
and men: The general principle that women are, on av
erage, represented in active measures in proportion to 
their share in unemployment has been translated into 
practice. 

3. Revision of the NAP in 1999 

In view of the disappointing employment developments 
in 1998, policies for 1999 have been sharpened. The 
Job Alliance process covers virtually all NAP actions and 
is meant to mobilise all actors, notably the social part
ners, to enhance employment. They agree in principle 
to develop a medium-term policy in their respective col
lective agreements to focus on using productivity gains 
for more job opportunities. The recently adopted gov
ernment programme 'Renewing Germany' aims at cre
ating favourable economic and employment conditions, 
notably through tax relief for families, employees and 
business. 

Employability: At the end of 1998 the government 
launched an immediate action programme to give em
ployment, apprenticeship training or a qualification mea
sure to 100 000 young persons, a target which was al
ready achieved by Spring 1999. For the year 1999 the 
output target is to reduce the inflow into long-term 
youth unemployment by 25 %. Concerning the fight 
against (adult) long-term unemployment a number of 
labour promotion measures, more geared towards earli
er intervention, are operational since 1st August 1999. 
For the year 1999 the output target is to reduce the 
overall inflow into long-term unemployment by 10 %. 

About 23b euro are available for active measures at Fed
eral level, an increase of some 3b euro compared with 
the previous year. Additional means are mobilised by 
the Lander. The recently presented 'integration balances' 
for active measures permit a better tracking of the im
pact of such measures. Action is also discussed in the 
context of the Job Alliance to improve employment op
portunities for low-skilled persons. Tr is envisaged to pro

mote lifelong learning notably by increasing the partic
ipation of disadvantaged and underrepresented groups. 
However, the setting of a national target in this field is 
not presented in sufficient detail. Within guidelines 1 
and 2 especially, disabled persons will be strongly sup
ported, offering each person a concrete measure before 
being unemployed for 6 or 12 months. Specific actions 
for workers of foreign origin are also intensified. 

Entrepreneurship: The tax reform launched in 1999 is 
a first step in a three-stage reform package to improve 
the investment climate and conditions for employment 
creation. The Federal government envisages a reduction 
of social security contributions in gross wages from 42 % 
in 1998 to 40 % in the medium term. Such a reduc
tion will be financed through compensatory increases in 
taxes on energy consumption. In order to offer invest
ment incentives, it is planned to reduce company taxa
tion to, at the most, 35 % by the year 2001. The sup
port to SMEs through training, advice, and financial 
risk participation is increasing, reaching in 1999 a vol
ume of about 3b euro in loans to create self-employ
ment and 2 b euro to support SMEs. 650m euro are 
available for bridging allowances to help the unemployed 
to start up their own businesses. 

Adaptability: In the framework of the Job Alliance, the 
social partners are called upon to address notably the 
reduction of overtime, employment-friendly work shar
ing, flexible hours, a better linkage between initial and 
continuing training with work, and the promotion of 
better framework conditions for part-time work. 

The partners in the Aliance for Jobs support the gov
ernment programme 'Renewing Germany', and intend 
to include in their collective agreements initiatives to 
translate productivity gains into employment promotion 
and increased flexibility at enterprise level. 

Strengthening equal opportunities policies for women 
and men: Germany presents a particularly comprehen
sive approach to gender mainstreaming. The Federal 
government measures are brought together in the pro
gramme 'Women and Work', linked to the Job Alliance. 
This programme foresees, among other things, the pro
motion of women in R & D, reduction of the pay gap, 
strengthening the creation of self-employment by women, 
and more and better child-care facilities. The social part
ners are called upon to increase the share of women in 
leading positions. 
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4. The role of the ESF in underpinning 
the employment strategy 

The ESF supports the European employment strategy 
under all objectives, notably the employability pillar and 
measures to improve the position of women on the 
labour market. The development of entrepreneurship 
and the promotion of adaptability are included in the 
programmes for objectives 1,2,4 and 5b. The financial 
volume of the ESF assistance for active labour market 
policies corresponds to about 5-6 % of all public in
terventions. 

5. Outcome assessment 

The contribution to the ongoing reduction of youth un
employment of the strengthened policy addressed to the 
young unemployed in 1998 and 1999, should be prop
erly assessed. Adult long-term unemployment could not 
be reduced in 1998, and the effect of the envisaged new 
preventive measures should be closely monitored and 
evaluated in 1999. 

In order to be able to monitor the concrete policy im
plementation of the first two guidelines, the efforts al
ready initiated to provide input/output flow indicators 
should be rapidly concluded. Labour market monitor
ing would also be improved by implementing the con
tinuous Labour Force Survey. Budgetary data under
pinning the NAP at all administrative levels are wel
comed and should be improved. 

While public policies for older workers now favour in
creased integration and, through increased possibilities 
for part-time employment, a gradual withdrawal from 
activity, the impact of such policies and those conducted 
by the social partners has to be closely monitored in the 
light of guideline 4. 

The impact of recent reforms concerning social securi
ty contributions of mostly part-time workers upon the 
development of business and job creation in the service 
sector should be closely monitored. However, there is 
insufficient focus on policies to exploit the potential of 
the service sector for job creation. 

Collective agreements to make wage and working time 
rules more employment-friendly have had a limited suc
cess in terms of jobs. Whereas the improvement of 
favourable conditions to increase overall female employment 
and actions to reduce the pay gap between men and 
women remain major medium-term challenges, the pro
portional integration of women into active measures is 
a result to be welcomed. 

In the coming programming period the leverage effect 
of the Structural Funds, should be strengthened with 
regard to preventive action and the creation of favourable 
conditions for innovative job arrangements. 
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EMPLOYMENT INDICATORS 

Total Employment Rate 
Males 
Females 
Full-time eq. Employment rate 
Males 
Females 
UNEMPLOYMENT INDICATORS 

Total Unemployment Rate 
Males 
Females 
Youth Unemployment Ratio 
Males 
Females 
Long-term Unemployment Rate 
Males 
Females 

ANNUAL DATA 

1998 1997 1996 1994 

61.5 
69.3 
53.6 
55.2 
68.5 
41.6 

9.4 
8.9 

10.2 
4.9 
5.6 
4.2 
5.0 
4.5 
5.7 

61.8 
69.8 
53.6 
55.8 
69.2 
42.1 

10 
9.3 

10.8 
5.4 
6.3 
4.6 
4.9 
4.3 
5.6 

62.5 
71 

54.0 
56.9 
70.5 
42.9 

8.9 
8.2 
9.8 
5.0 
5.7 
4.4 
4.2 
3.6 
4.9 

63.7 
73.0 
54.1 
58.5 
72.6 
44.0 

8.4 
7.2 

10.1 
4.7 
5.0 
4.5 
3.8 
3.1 
4.8 

EU 

1998 

61.1 
71.2 
51.1 
55.7 
70.8 
40.7 

9.9 
8.6 

11.7 
9.3 
9.2 
9.3 
5.0 
4.2 
6.0 

EMPLOYMENT RELATED ECONOMIC INDICATORS 

Total Employment Growth 
Real GDP Growth 
Labour Productivity Growth 
Real Unit Labour Costs 

GROWTH RATES 

1998 1997 1996 1994-98 

0.0 
2.8 
2.8 

-2.2 

-1.3 
2.2 
3.6 

-2.3 

-1.3 
1.3 
2.6 

-1.1 

-0.7 
1.9 
2.6 

-1 .4 

EU 

1998 

1.2 
2.9 
1.7 

-1.2 
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GREECE 

Summary 

Due to the good economic performance, there was strong employment growth (by 3 %) in 1998. Howev
er, the employment rate rose only slightly from 56.7 % to 57.2 %, due to fast entry into the labour force 
of women and immigrants. Total unemployment rose from 9.8 % in 1997 to 10.7 % in 1998, above the 
1998 EU average of 9.9 %. Youth unemployment and long-term unemployment aho increased. 

In view of the lower than average employment rate and the recent worsening of unemployment, major prob
lems need to be undertaken to address the key problems in the Greek labour market. Youth and long-term 
unemployment are particularly high and the gender gaps in employment and unemployment are among the 
highest in Europe. Despite some improvements during the last decade, employment in services is still low. 

In comparison with 1998, the 1999 NAP has a more consistent presentation and provides policy objec
tives, financial information and quantitative targets And financial resources are doubled. Despite this im
provement, efforts to develop a more comprehensive and integrated employment strategy as well as an ef
fective monitoring and evaluation system should be strengthened. Of all EU countries, Greece continues to 
allocate the smallest percentage of its GDP to labour market policies. The social partners have been in
volved in the whole process but their role needs to be further enhanced. Regional and local actors have 
played a limited role. 

The Greek NAP continues to put emphasis on the employability pilhr. The delay in the development of 
modern and efficient employment services has hampered the development of new preventive policies to tack
le efficiently the growing problems of youth and adult long-term unemployment. Greece is committed to 
complying progressively with the prevention targets by the year 2002, while it seems close to achieving the 
activation target. Efforts have been made to develop lifelong learning schemes and combat school failure, 
but comprehensive strategies and targets are still missing. 

Measures under the entrepreneurship pilhr have to be better focused on the objectives of that pillar. Mea
sures for the development of the significant employment potential in the services sector need to be strength
ened. A new initiative intended to boost employment by reducing the tax burden on business has been 
undertaken. The reduction of tax burdens on labour and non-wage labour costs has been examined in 
the social dialogue. Lengthy and bureaucratic procedures remain the major obstacle to business development. 

Concerning the adaptability pilhr, a new law introducing a number of elements of flexibility in the 
labour market was adopted in 1998, but information about its actual application and impact is not avail
able. Further action is needed, in particular from the social partners, with a view to modernising work 
organisation. 

Under the equal opportunities pilhr, steps have been made to mainstream the gender issue in the mea
sures of the NAP, but further action is needed to close the gender gap. Preparations have continued for 
some of the measures foreseen in the 1998 NAP, while new ones have been introduced to support family 
life and the elderly. 

The ESF has made a considerable contribution to the co-funding of most of the measures presented in the 
NAP and is used to underpin the European Employment Strategy 

The intention is expressed to use the agreed policy indicators and improve data in the future, but quan
titative information, particularly on the three first guidelines, is not yet available. 
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I. The Employment Situation 

Since some years now, Greece is making a considerable 

effort to comply with the Maastricht criteria and be

come a member of the Economic and Monetary Union 

in 2001. Real GDP grew in 1998 by 3,7 %, a signifi

cantly higher rate than the EU average of 2,9 %. 

Despite an increase of total employment by 3 % in 

1998, the employment rate increased only slightly from 

56.7 % to 57.2 % (lower than the EU average of 61,1 %), 

due to the sudden rise in the number of resident im

migrants (estimated at about 700,000)..Women's em

ployment rate has increased over recent years to 41.3 % 

in 1998, still lower than the EU average (51,1 %). 

Total unemployment rose significantly, from 9,8 % in 

1997 to 10.7 % in 1998, above the EU average of 

9,9 %. The unemployment/population ratio for youth 

followed the same trend and in 1998 reached 11,9 %, 

higher than the EU average of 9,3 %. The longterm 

unemployment rate went up from 5,3 % in 1997 to 

5.9 % in 1998, also above the EU average of 5 %. 

While the gender gap in employment has been closing 

down, it is still quite large (more than 32 percentage 

points). The female rate of unemployment is more than 

the double of the male rate and the female rate of long

term unemployment is more than the triple. 

With only 0.85 % of GDP spent in labour market pol

icy, of which less than half in active policies, Greece is 

the Member State making less financial efforts in the 

Union, which seems insufficient to match the structur

al problems in the labour market. 
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2. Implementation of the 1998 NAP 

The Greek NAP has put emphasis on the Employabil

ity Pillar, in particular on measures intended to address 

the prevention and activation targets and to a lesser de

gree lifelong learning and dropouts. The programmes 

'Young into Active Life' and 'Back to Work', which 

have been running for almost a year now, are the main 

concerted action of the Greek NAP in the area of pre

vention for youth and adults. The above programmes 

did not meet the quantitative targets set for 1998. The 

establishment and operation of the new 'Employment 

Promotion Centres' are underway but remain behind 

schedule. A first application of the new system of per

sonal electronic 'Employment Cards' is planned for Oc

tober 1999. Greece has committed itself to comply with 

the prevention targets progressively by 2002, when the 

above systems will be fully operational and the moni
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toring of flows into and out of unemployment possible. 
Greece does not yet meet the 20 % activation target of 
unemployed benefiting from active measures. Steps have 
been made towards the development of a coordinated 
strategy for vocational training as a means to combat 
unemployment (e.g. certification of training centres, link
ing training with labour market needs). Some measures 
address indirectly the objectives of this pillar, while oth
ers will be implemented in full in 1999. The recent ed
ucational reforms are expected to facilitate the imple
mentation of certain measures relating mainly to life
long learning, drop-outs and apprenticeship. 

Under the Entrepreneurship Pillar, a number of pro
grammes, not included in the 1998 NAP, have been 
presented. They reveal an effort to further promote the 
entrepreneurial spirit, although they do not serve di
rectly the objectives of the pillar. As of the actions planned 
for 1998, about half of them have been implemented. 
Steps made for the promotion of job creation at local 
level in the area of social economy, environment, tourism, 
agriculture and new activities need to be reinforced. Rel
evant programmes will be implemented mainly through 
the Territorial Employment Pacts, programmes of the 
Ministry of Agriculture and the National Social Wel
fare System. 

Under the Adaptability Pillar, the adoption of a new 
law in 1998 on industrial relations (e.g. extension of 
part-time work, regulation of working time, regulation 
of informal types of employment and establishment of 
private employment agencies) is expected to promote 
structural changes in the labour market. Information as 
to its actual application and impact is not available. In-
house training schemes intended to support adaptabili
ty in enterprises were initiated late in 1998 and will be 
fully implemented in 1999. Steps have been made to 
improve their effectiveness (e.g. certification, manage
ment). The Social Partners have been involved in the 
design and implementation of the measures of this pil
lar, but further and urgent action is needed from them 
with a view to improve productivity and undertake an 
effective modernisation of work organisation. 

Under the Equal Opportunities Pillar, action has been 
taken to tackle the gender gap. Priority criteria for women's 
participation are now applied in the majority of the em
ployment and training schemes. As a result, the share 
of women's participation in these schemes has increased 
and stands at more than 50 % on average. A large num
ber of investment projects intended to provide support 
for the start-up and/or modernisation of businesses run 
by women, have been approved recently. Certain 'Sup
port Structures for female Entrepreneurship' have been 

put in operation. Preparations for the establishment of 
child-care centres continued and all the centres are ex
pected to be in operation by the end of 1999. A new 
law has been adopted for the setting up of a Welfare 
Care System, which is expected to support, inter alia, 
the family life and the elderly. 

3. Revision of the NAP in 1999 

The 1999 NAP reveals efforts for improvement of the 
organisation and coordination of the employment in
terventions. The presentation of the measures is more 
consistent and policy objectives are presented. Quanti
tative targets and financial information are provided for 
all measures, including data on the contribution of the 
Structural Funds. Significant steps have also been an
nounced for the improvement of NAP's coordination 
and monitoring. Most of the measures included in the 
1998 NAP appear also in the 1999 report, while a num
ber of new programmes have been added. Emphasis is 
still put on employability, although the 1999 budgets 
for the entrepreneurship and equal opportunities pillars 
have been increased. The overall 1999 budget is high
er than that of 1998. The involvement of the Social 
Partners has become more apparent but their role in the 
working life reform should be further enhanced. 

Under guideline 4, a study is underway on the reform 
of the unemployment benefits system. The measures 
presented under the new guideline 9 pertain mainly to 
vocational training and work integration programmes 
for disabled, ethnic minorities and other disadvantaged 
groups. In order to improve their impact on the achieve
ment of the stated objectives, efforts to strengthen the 
supporting and implementing structures should be 
stepped up. The new Welfare Care System is expected 
to promote the socioeconomic (re-) integration of dis
advantaged groups. Another recent law provides for the 
obligation of public and private enterprises with more 
than 50 employees to recruit certain categories of dis
abled persons at a fixed percentage (8 %) of the total 
number of their employees. 

The 'Territorial Employment Pacts', which should play 
a major role to exploit job creation potential need to 
be upgraded and accelerated. A new measure intended 
to boost employment by reducing the tax burden on 
business has been introduced under the employability 
pillar. The tax on the profits of private businesses will 
be reduced by 50 % of the employer's contributions for 
newly recruited employees. The Greek government in
tends to explore further in social dialogue the possibil
ity to reduce the overall tax burden on labour and non-
wage labour costs. The intention of the Greek author-
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¡ties to draw up and co-fund through the Structural 
Funds a programme for the development of the infor
mation society goes in the right direction. 

The decision of the Greek government to adopt a gen
der mainstreaming approach throughout the NAP is 
clearly stated. The same approach has been followed in 
many cases for people with special needs. 

4. The role of the Structural Funds 
in underpinning the Employment Strategy 

The NAP relies considerably on the availability of the 
Structural Funds, in particular the ESF, whose contri
bution amounts to 0.47 % of the Greek GDP. Most 
of the measures presented under the NAP are co-fund
ed by the ESF. The ERDF and the EAGGF have also 
an important direct and/or indirect contribution. In pure 
financial terms the ESF is by far the most important 
Fund involved in the design and implementation of the 
NAP. About 80 % of ESF financial support have been 
allocated to measures under the employability pillar. Pri
orities for the next programming period are in the process 
of being finalised and they will underpin the European 
Employment Strategy. 

5. Outcome Assessment 

Overall, the NAP shows a commitment to comply with 
the European employment strategy and tackle the defi
ciencies of the Greek labour market. However, the de
terioration of many aspects of the labour market situa
tion in 1998 calls for strengthened efforts from Greece 
to launch without delay decisive reforms, to combat 
long-term unemployment and the gender gaps in par
ticular. Efforts should also be stepped up to improve 
the present evaluation and monitoring systems, in or
der to provide the indicators and data needed for a prop
er assessment of compliance and outcomes. 

As regards the Employability Pillar, the Greek NAP re
veals that national authorities are willing to adopt the 
preventative, activating and individualised pathway ap
proach of the EES. The Greek government has been for 
several years committed to the creation of a modern and 
efficient PES and the appropriate electronic system to 
monitor the flows into and out of unemployment. The 
full-scale application of the preventative approach is now 
scheduled for year 2000 and it is expected that the coun
try will comply with the prevention targets progressive
ly by 2002. Greece is not yet complying with the 20 % 
activation target and efforts should continue in this di
rection. Steps have been made to develop lifelong learn

ing schemes and combat school failure but a more com
prehensive strategy and quantified targets are needed. 
The educational reforms undertaken recently should con
tinue and be strengthened. The various apprenticeship 
schemes need to be integrated and upgraded to meet 
the increasing labour market needs. Strengthening the 
links among education, initial training, vocational and 
continuing training and the real labour market needs is 
indispensable. 

Considerable efforts have been made to develop entre
preneurship, many of which before the adoption of the 
employment guidelines. Such efforts need to be better 
focused and/or complemented, particularly in view of 
reducing the administrative burden on firms. The steps 
made towards exploiting the significant potential of new 
sources of employment in services, new technologies, 
the social economy and environment should be strength
ened. 

Most of the measures referring to adaptability rely on 
the introduction of some labour market flexibility ele
ments, but further structural reforms in work organisa
tion are needed. The Social Partners are expected to play 
a more active role for the reform of working life un
dertaking concrete commitments. Measures to further 
improve the efficiency of the various subsidised in house-
training schemes should continue and be stepped up. 

Efforts have been made to improve the implementation 
of measures under the Equal Opportunities Pillar, in 
particular the gender mainstreaming. In order to in
crease the efficiency of the interventions and tackle the 
low female employment and high unemployment rates, 
measures should be better integrated and coordinated. 
The intention expressed by the Greek government to 
mobilise all relevant bodies and elaborate an overall pol
icy in this area points in the right direction. 
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EMPLOYMENT INDICATORS 

Total Employment Rate 
Males 
Females 
Full-time eq. Employment rate 
Males 
Females 
UNEMPLOYMENT INDICATORS 

Total Unemployment Rate 
Males 
Females 
Youth Unemployment Ratio 
Males 
Females 
Long-term Unemployment Rate 
Males 
Females 

ANNUAL DATA 

1998 1997 1996 1994 

57.2 
73.9 
41.3 
56.2 
75.8 
37.3 

10.7 
7.0 

16.5 
11.9 
9.3 

14.4 
5.9 
3.1 

10.1 

56.7 
74.8 
40.1 
55.4 
76.4 
35.9 

9.8 
6.4 

15.2 
11.5 
9.0 

13.7 
5.3 
2.8 
9.2 

56.9 
75.4 
39.7 
55.6 
77.1 
35.7 

9.6 
6.1 

15.2 
11.4 
8.6 

13.8 
5.4 
2.8 
9.6 

55.9 
74.9 
38.2 
54.7 
76.3 
34.5 

8.9 
6.0 

13.7 
10.2 

8.2 
12.0 
4.5 
2.5 
7.8 

EU 

1998 

61.1 
71.2 
51.1 
55.7 
70.8 
40.7 

9.9 
8.6 

11.7 
9.3 
9.2 
9.3 
5.0 
4.2 
6.0 

EMPLOYMENT RELATED ECONOMIC INDICATORS 

Total Employment Growth 
Real GDP Growth 
Labour Productivity Growth 
Real Unit Labour Costs 

GROWTH RATES 

1998 1997 1996 1994-98 

3.0 
3.7 
1.9 

-2.3 

-0.4 
3.2 
3.6 
0.2 

1.2 
2.4 
1.2 
2.5 

0.9 
2.9 
2.0 
0.5 

EU 

1998 

1.2 
2.9 
1.7 

-1.2 
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SPAIN 

Summary 

Substantial progress has been made so far, commensurate with the scale of the challenges to be tackled with. 

Spain has double the average unemployment rates among females and youth, the highest longterm unem

ployment rate (94 %) and the lowest employment rate (50.2 %) in the Union, an excessively high share 

of fixedterm contracts (32.9 %), a lowerthanaverage but rapidly growing employment rate in services 

(30 %), and a very low employment rate among women (only 35 %)■ 

Spain continued improving the performance of its labour market last year. Employment growth was3.5 % 

— three times the EU average — mainly due to steady economic growth (3.8 %) in a context of struc

tural reforms. This allowed the unemployment rate to continue falling to 18.8 %, although this is still the 

highest rate in the Union. The 1999 NAP builds upon the solid basis of last year's Plan, thereby devel

oping the strategic approach to employment problems. The social partners have had a major role in nego

tiating and monitoring key reforms, such as that for promoting stable employment in 1997, but there is still 

room for improvement in their involvement at all stages of the NAP. 

Employability: The 1999 NAP supports the emphasis of previous years on labour cost reduction (espe

cially through social security tax rebates) as the cornerstone for job creation. A new approach to preven

tion of youth and adult longterm unemployment is being developed, with important budgetary resources 

(ecu 1,651 Mio or 0.8 % of total government expenditure), in a nationwide plan for profiling the needs 

of the unemployed as a step before their access to tailormade measures of activation. Although continu

ous training is receiving more funding, a comprehensive strategy for promoting lifelong learning is missing 

in the 1999 NAP. The development and implementation of a lifelong learning strategy is necessary to raise 

the still low levels of participation of the work force in education and training. 

Entrepreneurship: Raising the employment rate in services to the EU average would mean for Spain some 

2,400,000 more jobs. Legislative changes, fiscal reforms, and the support for local employment initiatives 

are central to the 1999 NAP. The reform of the personal revenue tax (IRPF) is expected to lower the 

tax wedge on labour income while the self employed find it less costly to hire the first employee. The NAP 

is less concrete when setting out a real strategy to exploit employment potential in services., and is limit

ed to measures to foster the utilisation of ICT s and highskill services. 

Adaptability: A new parttime contract has been introduced to raise the low rate of parttime work. 

Arrangements for working time flexibility have been agreed at regional level through social dialogue. The 

1999 NAP establishes a pilot plan to foster the geographical mobility of labour and efforts will be made 

to promote continuous training in SMEs with increased financial resources. No targets or strategy on life

long learning or the information society are set in the Plan. 

Equal Opportunities: The gender gap remains striking at some 3,700,000 jobs. Some measures seek to improve 

equal opportunities for women, most notably through the recent 'zerocost' maternity leave, but a compre

hensive approach to tackling a gender gap of this magnitude is still missing. In the 1999 NAP, a gender main

streaming approach is apparent in the objective of ensuring women's access to active measures. 

ESF: The budget cost of the 1999 NAP is provided; 27 % are cofunded by the ESF. The contribution 

concentrates mainly in the financing of active measures and education. 

Indicators and statistics: The data and indicators that have been provided are insufficient for fully as

sessing the impact of the new measures of prevention and activation. Spain's initiative to set up a database 

on beneficiaries of the public employment service could alleviate this problem. 
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I. The Employment Situation 

Spain still faces a difficult employment situation, si

multaneously experiencing the highest unemployment 

(18.8 %) and longterm unemployment (9.4 %) rates to

gether with the lowest employment rate of the EU 

(50.2 %) in 1998. The situation oí women remains char

acterised by a very low employment rate (35 %) and a 

twicehigher unemployment rate (26.6 %). Similar prob

lems feature the situation for the youth. Moreover, Spain 

has a high temporality rate and parttime work reached 

8 % in 1998, which is half the EU rate. 

Still, 1998 has confirmed the very favourable trend in 

the Spanish employment situation. Spain's GDP growth 

was 3.8 % in 1998  1 point above the EU average 

and translated in an employment growth rate of 3.5 %, 

three times the EU average. The unemployment rate 

came down to 18.8 % from 20.8 % in 1997 and the 

employment rate increased to 50.2 % from 48.6 % in 

1997. The youth unemployment ratio fell from 16.1 % 

in 1997 to 14.6 %, and long term unemployment de

creased to 9.4 % in 1998 from 10.8 % in 1997. The 

gender gaps widened, both in terms of employment and 

unemployment, despite increasing participation of women 

in employment. 

In Spain, the expenditure in 1998 for public labour 

market policies was 2.36 % of GDP. Active labour mar

ket policies represented 0.72 % of GDP, while passive 

ones stood at 1.64 % of GDP. The budgetary weight 

of active policies is increasing, although it still repre

sents one of the lowest shares in the EU. 
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2. Implementation of the 1998 NAP 

The reduction of labour costs through social security rebates 

remains the cornerstone of job promotion in Spain. This 

measure committed some 1,122 Mio euro in 1998 and 

aims at increasing employment stability by gearing the 

Social Security rebates to permanent contracts. The grant 

benefited 550,000 contracts in 1998, of which 320,000 

were jobs given to individuals previously unemployed. 

In general, measures in the 1998 NAP under the employ-

ability pillar have been implemented adequately. The process 

of activation continues and the importance of the active 

policies in the budget of the public employment service 

has continued to grow, reaching a share of 28.8 % 29. 

Some 1.3 Million of employability measures were offered 

to just over 1 million unemployed individuals, which is 

more than the original target, with a total cost of 1,651 

Mio euro, or 0.8 % of government total expenditure. 

Data from NAP. 
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Measures fostering a mix of training and employment 
have been developed to increase the labour market chances 
of the unemployed. General training, followed by ori
entation services, is the measure most offered to the un
employed and the individual pathway approach needs 
to be developed. Young unemployed have been partic
ularly targeted before they reach the 6th month of un
employment. The offer of active measures for the dis
abled has also increased markedly. On average, 27.2 % 
of the registered unemployed during 1998 participated 
in an employability measure. Continuous training has 
benefited from more subsidies and fiscal incentives grant
ed to training firms. 

The decentralisation of the public employment services 
to the regional governments continues and the con
cerned authorities have agreed on setting up a comput
erised system to centralise the data of beneficiaries. This 
initiative is likely to alleviate the problem of informa
tion gap. 

Three types of measures were announced to promote 
entrepreneurship: legislative changes, fiscal reforms, and 
the support for local employment initiatives. The re
form of the personal revenue tax (IRPF) has created a 
more favourable environment to small entrepreneurs and 
removed disincentives to hire. An important step has 
been the creation of a 'single point' procedure but its 
impact is still to be proved, as it is introduced on an 
experimental basis. 

A new contract has made it more attractive to work 
part-time and is seen to provide adaptability to new 
ways of work organisation. Regional employment plans 
have been agreed to adapt employment policies to the 
regional context and problems. Those plans include pro
visions on flexible working arrangements, subsidy pro
grams and regulation of working time. 

Positive action has been implemented in order to im
prove equal opportunities between men and women in 
the labour market. The new 'zero-cost maternity leave' 
law exempts from social contributions to be paid on 
hiring individuals to temporarily replace during a ma
ternity leave. Women are still generally underrepresent-
ed in the participation in active measures in general. Ac
tion is needed to ensure pay equality and non-discrim
ination for employed women and to address the barri
ers to their activity, such as child-care facilities. 

The participation of social partners has been effective 
in the discussion of most legislative and institutional re
forms. 

3. Revision of the NAP in 1999 

Regarding employability, the 1999 NAP continues with 
the reform of the public employment service (INEM) 
in order to bring to reality the activation and preven
tion targets. A management agreement has been signed 
with the autonomous regions and the monitoring sys
tem will be consolidated. 

The public employment system plans to improve the 
orientation service, with the set-up of an experimental 
tutoring program, which should reach 150,000 unem
ployed. A 'voluntary activity commitment' will be in
troduced as a pilot program that establishes a partner
ship between the employment service and the employ
ment seeker. It provides the unemployed with a com
bination of counselling, training and job schemes and, 
if the unemployed does not follow the proposed route, 
benefits can be cancelled. The 'integrated path approach' 
and the 'potential for job creation at the local econo
my' will be tested through a pilot plan to be imple
mented in a sample of hundred towns and cities most 
hit by unemployment. Overall, the financial weight of 
employment schemes and orientation measures will grow 
relatively more than that of training. Also, the nation
al budget for continuous training has increased from 
541 Mio euro in 1998 to 589 Mio euro in 1999 and 
efforts will be made to reach smaller firms. No concrete 
targets in this later aspect are specified. 

In order to promote entrepreneurship, a new program 
regulating activities in the local economy is foreseen. 
Two other initiatives provide support to exploiting the 
employment potential in services. The NAP presents, in 
particular, some measures regarding the utilisation of 
ICT applications and the development of the informa
tion society. An important one is the project of allow
ing social security operations to be done by firms through 
the Internet. However, no concrete targets are specified 
regarding the ICT policy. In 1999, the credit line to 
firms will reach 2,653 Mio euro. The financial resources 
dedicated to social security grants increase from 1,122 
to 1,746 Mio euro. 

There is a pilot plan to increase adaptability of the 
labour market by fostering geographical mobility. 

Regarding equal opportunities, the emphasis is on in
tensifying proactive measures in favour of women. No tar
gets are defined and the proposals in GLI9 do not con
template mechanisms to detect and correct possible dis
tortions on the implementation of the other pillars. An 
effort has been made in reconciling family and working 
life with a new law to be approved in 1999. This law 
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will further extend the maternity leave rights to male by a lack of information about the scale or the nature 
parents and extend the eligible family situations. of the needs of disabled people and ethnic minorities. 

As for other horizontal issues, the information technol
ogy is generally mentioned as a subject to be taken in
to account but no clear targets are set. 

4. The role of Structural Funds 
in underpinning the Employment Strategy 

The ESF has a major impact in the implementation of 
the employment strategy. The fund contribution to the 
1998 NAP amounted to 1,647 Mio euro. For 1999, it 
should amount to 1,769 Mio euro, which would rep
resent around 27 % of the budget allocated to this year's 
NAP (6,611 Mio euro excluding the credit lines) and 
0.3 % of the GDP. 

The contribution concentrates mainly in the financing 
of active measures and education. 64 % of this contri
bution is allocated to the national programs of the Min
istry of Labour and Social Affairs, and its bodies, and 
to the national programs of the Ministry of Education 
and Culture, while the rest is affected to regional pro-

5. Outcome Assessment 

There has been a major effort from the Spanish go\'-
ernment and the social partners to develop a more com
prehensive employment policy. 

Regarding employability, in 1998, a high translation of 
GDP growth into employment growth was achieved. 
The considerable financial effort undertaken to subsidise 
hiring on permanent contracts has boosted the number 
of permanent workers. But, partly due to the econom
ic cycle, there was still only a moderate success in re
ducing the high temporality rate. There are some indi
cations that the Social Security rebates may have bene
fited the most-easy-to-employ groups rather than the 
long-term unemployed persons. A steady reduction of 
long term unemployment requires more targeted active 
measures, able to curb the very high inflows. The in
flow rates into long term unemployment for 1998 were 
of 15.5 % for adults and 21.5 % for young people, but 
for women these rates tend to be much higher. Re
garding lifelong learning, further efforts are needed to 
ensure that smaller firms also exploit the available op
portunities. Despite actual efforts, policy development 
in achieving a more equal labour market is hampered 

Concerning entrepreneurship, the number of employ
ees by firms has increased more than the number of au
tonomous workers. This implies better opportunities for 
paid employment than of self-employment and the out
come of an improvement in the perspectives of existing 
firms 30. There is still much scope for streamlining ad
ministrative procedures related to business start-ups and 
management. There is clear potential for further devel
opment of the local economy and services. Just raising 
the employment rate in the service sector to the EU av
erage would mean some 2,400,000 jobs more for Spain. 

In the adaptability pillar, the increase in the number of 
part time workers following the new legislation is to be 
positively noted, although it is not possible at this stage 
to relate such increase to the new legislation. 

Although the government is pushing for a more posi
tive discrimination to ensure equal opportunities, and 
despite the rising trend among women to join the labour 
market, the unemployment rate of women has fallen 
slower than that for men, and the employment rate has 
increased also slower, suggesting that men have been 
able to take up more of the new jobs created. The sit
uation of women regarding equality of treatment in the 
labour market does not seem to have evolved signifi
cantly. 

As for the social dialogue, the social partners have par
ticipated in the preparation but have not given agree
ment to all elements of the National Action Plan. 

Data from LFS survey. 
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EMPLOYMENT INDICATORS 

Total Employment Rate 
Males 
Females 
Full-time eq. Employment rate 
Males 
Females 

UNEMPLOYMENT INDICATORS 

Total Unemployment Rate 
Males 
Females 
Youth Unemployment Ratio 
Males 
Females 
Long-term Unemployment Rate 
Males 
Females 

ANNUAL DATA 

1998 1997 1996 1994 

50.2 
65.8 
35.0 
47.9 
65.6 
30.6 

18.8 
13.8 
26.6 
14.6 
13.1 
16.2 
9.4 
6.2 

14.5 

48.6 
63.5 
33.9 
46.3 
63.4 
29.6 

20.8 
16.1 
28.3 
16.1 
14.9 
17.3 
10.8 
7.5 

16.1 

47.2 
62.2 
32.6 
45.1 
62.0 
28.6 

22.2 
17.6 
29.5 
17.2 
16.1 
18.3 
11.8 
8.1 

17.5 

45.5 
60.7 
30.7 
43.7 
60.6 
27.2 

24.1 
19.8 
31.4 
19.4 
19.3 
19.5 
12.8 
9.3 

18.6 

EU 

1998 

61.1 
71.2 
51.1 
55.7 
70.8 
40.7 

9.9 
8.6 

11.7 
9.3 
9.2 
9.3 
5.0 
4.2 
6.0 

EMPLOYMENT RELATED ECONOMIC INDICATORS 

Total Employment Growth 
Real GDP Growth 
Labour Productivity Growth 
Real Unit Labour Costs 

GROWTH RATES 

1998 1997 1996 1994-98 

3.5 
3.8 
0.3 

-0.9 

3.0 
3.5 
0.5 

-0.5 

2.9 
2.4 

-0.5 
-0.2 

3.0 
3.1 
0.1 

-1.1 

EU 

1998 

1.2 
2.9 
1.7 

-1.2 
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FRANCE 

Summary 

The noticeable take-off of economic growth in 1997 continued in 1998 with a GDP growth of 3.2 % 
and a strong employment growth, 1.3 %. The employment rate increased to 60.8 % but is still slightly 
below the EU average (by 0.3 %); however, in full-time equivalent the employment rate (57.4 %) is well 
above the EU average (55-7 %). Unemployment (11.7 % in 1998) is decreasing, but is still higher than 
the EU-average. Long term unemployment is high at 5.1 %. Youth unemployment has decreased but the 
transition from school to work remains a difficult process. 

The 1999 French NAP pursues and reinforces the strategy designed in 1998. This involves increasing the 
growth potential, enhancing the employment content of growth and ensuring that growth benefits all. How
ever, in several of the problem areas, like the participation of older people, only first steps are made and 
measures taken to reverse the trend for early retirement are not yet sufficient. The problems of young peo
ple in integrating the labour market remain a concern which is being addressed through the preventive ap
proach, actions on the education system and the development of new services. 

Employability: Progress is consistent with the forecasts in the 1998 NAP on prevention. France seems on 
track to fulfil its objectives in terms of beneficiaries of offers of a new start. The new start is offered to 
long-term unemployed people as well. To achieve this target, additional resources and staff have been made 
available to the PES. Although programmes against long-term unemployment have been reinforced and 
organised in a coherent framework (e.g. the law against exclusion), the inflow into long term unemploy
ment continues to be over double that of the three best performing countries (at 19-7 % for the young and 
18 % for adult unemployment). Other actions include a specific programme for early school leavers ('new 
chance') and the recognition of non-formal skills. On lifelong learning, France has established a target and 
work-linked training has become a priority Entrepreneurship: France has a considerable employment po
tential in the service sector (about 3.8 million jobs, in comparison with the three best performing coun
tries). The 'New Services — Jobs for Young People' programme created 160,000 jobs for the young in cul
tural, educational and proximity services and 90,000 additional jobs are expected in 1999. Targets to ex
ploit the information society potential have been set as well as an innovation policy which will facilitate 
the creation of innovative firms by researchers. Furthermore, France offers loan facilities and tax deductions 
for new businesses, and pursues a policy of reduction of employers' social security contributions on low-paid 
wages (estimated cost of euro 6.5 billion). 

Adaptability: Efforts continue to concentrate on the reduction of working time. Agreements are negotiated 
at enterprise and sector levels and increasingly encompass the establishment of increased flexibility in work 
organisation. 

Equal opportunities: Gender mainstreaming has been noticeably strengthened. Quantified objectives for 
women benefiting from the first three GLs have been set. A constitutional reform on equality has been adopt
ed. However, a significant gender gap between women and men of about 2.5 million jobs still persists. 

ESF: In the present programming period the ESF concentrated on financing employability measures under 
the first three guidelines. Also, support for continuous training in SME's was provided. The ESF contri
bution to the various Guidelines in the NAP has been detailed. 

Indicators and statistics: Policy indicators for the first three guidelines, in accordance with the common
ly defined criteria, are announced for March 2000. A considerable number of indicators have been pro
vided, or are being developed, for other guidelines. 
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I. The employment situation 

The noticeable takeoff of economic growth observed in 

1997 continued in 1998 with a GDP growth of 3.2 % 

(2.3 % in 1997),which was higher than the EU aver

age (2.9 %). This, combined with a balanced policy

mix and orientations enhancing the employment con

tent of growth resulted in a strong employment growth 

(1.3 % compared with 0.3 % in 1997) slightly higher 

than the EU average and a confirmed decrease of the 

unemployment rate (from 12.4 % to 11.7 %) which re

mains however 1.8 points higher than the EU average. 

The employment rate progressed from 60.3 % in 1997 

to 60.8 % in 1998, remaining slightly below the EU 

average (61.1 %). The employment rates for older peo

ple are low especially for those over 55 (29 %) . For peo

ple over 50, the employment rate (46.2 %) also lies be

low the EU average (47.6 %) . The employment gender 

gap (68.3 % for men and 53.6 % for women) while 

smaller than the EU average — still remains important. 

The decrease of unemployment has benefited more men 

(from 10.7 % in 1997 to 9.9 % in 1998) than women 

(from 14.4 % to 13.8 % in the same period). Youth 

unemployment registered a strong decrease from 10.1 % 

in 1997 to 9.1 % in 1998 but the first access to a job 

remains difficult for those with low qualifications. While, 

on the basis of latest statistics, longterm unemployment 

seems to have been slightly reduced in 1999, it remains 

a serious challenge. 

In 1997 public labour market expenditure represented 

3.2 % of GDP, of which 42 % belonged to active mea

sures (1.37 %). 
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2. Implementation of the 1998 NAP 

With regard to the employability pillar, a new start 

towards employment for young people/adults in the 

six/twelve first months of unemployment benefited 116,000 

persons in the last quarter of 1998, thus exceeding the 

forecasts of the NAP 98 (80,000 persons), and 195,000 

in the first quarter of 1999. In order to ensure a person

alised followup, financial and personnel resources of the 

public employment service (ANPE and AFPA) were 

strengthened, most notably through the allocation of one 

thousand new posts. The integration programme for 

young people in difficulty ('Trace') started at the end of 

1998. The flow of unemployed who entered a training 

course or benefited from traineeships was estimated at 

15.8 % in relation to the total number of job applicants 

over the year. For the whole year, 413,000 unemployed 

people benefited from training contracts.' 
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The other measures implemented in the frame of this 
pillar mainly concern actions as regards education and 
training: elaboration of a 'White Paper' on vocational 
training; validation of the professional assets for 31,000 
persons in 1998, pursuant to the new simplification 
mechanisms; creation of 100 remedial classes, intended 
to receive young school drop-outs; development of dis
tance-learning through the setting-up of 200 teletrain
ing centres in rural areas; connection to Internet of 85 % 
of secondary schools, of 55 % of colleges and of 10 % 
of primary schools. 

On the entrepreneurship pillar, job creation for young 
people in the frame of the 'New Services - Jobs for 
Young People' (new name of the preceding 'New Ser
vices, New Jobs') programme exceeded the forecasts. The 
paperwork and time involved in setting up a company 
was reduced to one day. With a view to supporting in
dependent workers and the creation of micro-compa
nies, a public fund of venture capital was set up. The 
reduction of tax burden on work was examined in co
operation with the social partners. In addition, the French 
authorities promoted (at European level) an experimental 
reduction in the VAT rate for labour-intensive sectors 
not exposed to cross-border competition. 

Concerning the adaptability pillar, efforts concentrated 
on implementing the law to reduce and reorganise work
ing-time of 13 June 1998. Negotiations on reducing 
working time continued in individual companies, but 
also on a significant number of sectors. 

As regards equal opportunities for men and women, the 
measures implemented include: adoption of a constitu
tional bill on equal opportunities for women and men; 
renewal in 1998 of the equal opportunities observato
ry; and, at government level, creation of a Junior Min
istry to Women's rights. 

3. Revision of the NAP in 1999 

Overall, the new guidelines and horizontal issues have 
been correctly addressed in the NAP 99. The social part
ners have been associated in the elaboration of the NAP 
and their contribution in its implementation is expected. 

Concerning employability, the aims set for the first three 
guidelines show a significant progress in relation to those 
of 1998. The new start actions implemented by the 
ANPE and AFPA should benefit 850,000 persons, in
cluding 200,000 young people before 6 months unem
ployment, 300,000 adults before 12 months unem
ployment, and 350,000 persons threatened by exclusion. 
Additional beneficiaries include 40 000 young people 

from the 'Trace' programme and 60,000 disabled job-
seekers within the framework of the new start. On top 
of this, training contracts will be proposed to 425,000 
unemployed. 

In the educational field, the expansion of priority edu
cation areas and the launching of the programme 'new 
chances' should be pointed out, allowing qualifying train
ing courses for 57,000 young people. Moreover, by the 
year 2000 connection to Internet will be ensured for 
the whole network of higher and secondary schools and 
for 40 % of primary schools. 

Policy development for integrating people with disabili
ties into the labour market is hampered by a lack of com
plete data describing the scale or nature of their needs. 

Concerning entrepreneurship, 90,000 jobs will be cre
ated under the programme 'New services - Jobs for 
Young People', raising the cumulated number of jobs 
created under this programme to 250,000 at the end of 
1999. A set of measures are envisaged by the govern
mental action plan to accompany and accelerate the in
formation society development (PAGSI) and to exploit 
new possibilities of job creation in this field. Within the 
framework of environmental protection, the creation of 
more than 30,000 new jobs is expected. Other measures 
concern loans and tax deduction for new businesses and 
reduction of employers' social security contributions on 
low wages. From 1999 onwards, SMEs will for the most 
part (820,000 businesses) be exempt from local business 
tax on salaries. 

Concerning adaptability, efforts will continue to con
centrate on the reform of life long learning and on the 
reduction of working time. A better articulation will be 
sought between reduction of working time and various 
issues linked to work reorganisation. 

The equal opportunity pillar has been strengthened no
ticeably. Along the lines of the mainstreaming approach, 
quantified aims for the share of women are set for many 
actions. It is particularly the case for the first three guide
lines, with a share of women set at 55 %. Within this 
framework, it is envisaged to introduce distribution by 
sex into the indicators concerning at least 11 guidelines 
and to improve the statistical follow-up. The same evo
lution is observed for appraisal of the impact of legisla
tive proposals. At the legislative and institutional level, 
the constitutional reform on equality and the reactiva
tion of the interministerial Committee for women's rights 
should be pointed out. Finally, efforts to reconcile work 
and family life continue, particularly in the area of child
care. 
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4. The role of Structural Funds 
in underpinning the Employment Strategy 

The envisaged contribution from ESF in supporting NAP 
measures is 745 million euro in 1999. Objective 3 con
tribution is concentrated on the first three guidelines, 
which amount to 69 % of total ESF devoted funds. Main 
supported measures are: assessment, orientation and train
ing for unemployed persons and support to measures 
against exclusions; support to public employment and 
training services (ANPE, AFPA); apprenticeship and 
'Trace' programme. Objective 4, which represents 20 % 
of the total contribution from ESF to NAP, supports 
continuous training in SMEs and counselling linked to 
reduction of working-time. ESF contribution also takes 
place within Objectives 2 and 5b regions, in the context 
of the 'New Services — Jobs for Young People' pro
gramme, as well as support from Community Initiatives 
to professional integration of handicapped people. 

By enabling the creation or maintenance of low skilled 
jobs (by 250,000 according to latest forecast of the over
all impact), tax rebates for low-paid jobs have resulted 
in creating jobs or reducing unemployment. 

As a consequence of the law on the 35 hours working 
week the latest information suggests that by July 1999, 
more than 11,800 companies had concluded agreements 
on working-time reduction, involving 1.92 million em
ployees. According to the first estimates, this has re
sulted in creating or safeguarding more than 102,000 
jobs. A further impact on net job creations is expected 
in the medium term. 

5. Outcome assessment 

Broadly speaking, results are in line with the aims set 
in the NAP 98. A considerable effort was made to of
fer a new start to young and adult unemployed, active 
measures towards the unemployed have been strength
ened and the figures supplied about the increase of the 
outflows from unemployment before the 6/12 months 
threshold are encouraging: 80.3 % of the young un
employed exited before 6 months in 1998 (78.3 % in 
1997), and 82 % of adults exited before 12 months 
(80.8 % in 1997). The exit rates for men tend to be 
more favourable than for women. However, no sound 
relationship can be established between performance and 
policies and a full assessment of compliance with the 
first three guidelines is not possible as no input indica
tors were yet provided for these guidelines. 

The results obtained in the framework of the Programme 
'New services — Jobs for Young People' and of working 
time reductions agreements deserve particular attention. 

By the end of 1998, 160,000 jobs, including 120,000 
effective recruitment, had been created under the Pro
gramme 'New services — Jobs for Young People': thus 
exceeding the target set for this year (150,000). More 
than 70 % of the beneficiaries were young unemployed. 
These jobs have contributed to reducing young people's 
unemployment in 1998. However, the sustainability of 
such jobs after the end of public financial support will 
depend on the ability of the programme to generate eco
nomically viable jobs. 
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EMPLOYMENT INDICATORS 

Total Employment Rate 
Males 
Females 
Full-time eq. Employment rate 
Males 
Females 
UNEMPLOYMENT INDICATORS 

Total Unemployment Rate 
Males 
Females 
Youth Unemployment Ratio 
Males 
Females 
Long-term Unemployment Rate 
Males 
Females 

ANNUAL DATA 

1998 1997 1996 1994 

60.8 
68.3 
53.6 
57.4 
69.9 
45.4 

11.7 
9.9 

13.8 
9.1 
8.8 
9.4 
5.1 
4.3 
5.9 

60.3 
67.9 
52.9 
57.0 
69.7 
44.8 

12.4 
10.7 
14.4 
10.1 
9.8 

10.3 
5.0 
4.2 
5.9 

60.4 
68.2 
52.9 
57.1 
69.5 
45.0 

12.4 
10.6 
14.5 
10.4 
10.0 
10.8 
4.7 
3.8 
5.8 

60.2 
68.1 
52.4 
57.0 
69.8 
44.7 

12.3 
10.4 
14.5 
10.7 
10.0 
11.4 
4.7 
4.1 
5.5 

EU 

1998 

61.1 
71.2 
51.1 
55.7 
70.8 
40.7 

9.9 
8.6 

11.7 
9.3 
9.2 
9.3 
5.0 
4.2 
6.0 

EMPLOYMENT RELATED ECONOMIC INDICATORS 

Total Employment Growth 
Real GDP Growth 
Labour Productivity Growth 
Real Unit Labour Costs 

GROWTH RATES 

1998 1997 1996 1994-98 

1.3 
3.2 
1.9 

-1.2 

0.3 
2.3 
2.0 

-1.0 

0.2 
1.6 
1.4 
0.4 

0.7 
2.3 
1.6 

-0.4 

EU 

1998 

1.2 
2.9 
1.7 

-0.4 
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IRELAND 

Summary 

The Irish economy experienced its fifth straight year of extremely strong growth in 1998. The impact of rapid 
economic expansion spilled into the labour market, with total employment rising by 6.9 %. Unemployment 
fell by a fifth, the rate declining from 9.8 % to 7.8 % in 1998. Long-term unemployment fell even faster to 
3-9 %. The speed of employment growth has caused a revision of unemployment targets, down to 5 % (from 
7 %) for the unemployment rate while long term unemployment is scheduled to fall to 2 % by end-2000. 

A tightening labour market is leading to indications of labour shortages in some sectors, including low-
skilled sectors. Increased female participation in the labour force can alleviate this problem, provided that 
childcare and related family-friendly policies are implemented. 

The Irish NAP again places emphasis on the Employability pillar: its strength is the action taken to rein
force the preventive approach. Social Partnership has been an integral part of Irish policymaking for over 
a decade now. The current national partnership agreement expires in 2000 and the negotiation o f a suc
cessor agreement will be crucial to ensuring Ireland's continued economic growth in the medium term. 

Under Employability the preventive scheme for the youth unemployed began in September 1998 and 
it is estimated that by early 1999 some 80 % of those actually passing through the system were achieving 
positive outcomes. The inflow rate of 12.3 % into long-term unemployment indicates scope for improve
ment. The first phase of the adult programme for 25-34 year olds was introduced in May 1999. The 
Government has brought forward initial plans to introduce these measures over 5 years and all age groups 
will now be included by mid-2000. In addition the point of intervention will be brought forward to 9 
rather than 12 months. These measures represent a considerable strengthening of the preventive approach. 
The NAP combines preventive with re-integration measures, identifying in particular the area of poor adult 
literacy as a barrier to a return to work. The NAP also presents a range of education initiatives which are 
building blocks for a life long learning strategy. Most notably this includes the setting up of a new qual
ifications authority. 

Entrepreneurship reform is strong on reducing the tax burden for firms. Corporation tax was cut in 1999 
and the Government has targeted a 12.5 % corporation tax rate by end-2002.. Promotion of research and 
innovation is aho addressed. Fulfilment of trägets established for Enterprise Ireland and the continued stim
ulation of innivation and risk capital markets for startup and growth firms are important challenges in 
on-going policy developments. Employment in the services sector is increasing fast, but the present levels 
still offer scope for further growth. 

In terms of Adaptability, social partnership has played an important role for modernising work organi
sation. Given the emergence of labour shortages, major efforts in the NAP should be concentrated on the 
need to increase in-company training. 

Under the Equal Opportunities pillar, legislative reform continues but with little visible outcome. The em
ployment gender gap is still significant. Better childcare provision and adequate tax-benefit reforms to re
duce marginal tax rates for women should remove existing barriers to greater female participation. The de
velopment of a national childcare strategy is in preparation. Work on mainstreaming of equality policies 
is for the most part aho in the preparatory stages. 

Budgetary information of ESF support is very comprehensive, but there is little indication of priority areas. 

The NAP provides detailed output and input indicators for guidelines 1 and 3, and extremely compre
hensive monthly tracking data. 
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I. The Employment Situation 

The exceptional economic growth of the 1990s contin
ued in 1998. Real GDP increased by 11.9 %. This 
buoyant growth continues to be reflected in labour mar
ket performance. Employment growth was 6.9 % in 
1998 and the employment rate (60.5 %) is now close 
to the EU average. The service sector has been the prin
cipal generator of employment growth. Currently 35 % 
of the working age population in Ireland have a job in 
the service sector. At 47.4 % the female employment 
rate is still below the EU average, but is expanding rapid
ly. A tightening labour market is leading to indications 
of labour shortages in some sectors of the economy, in
cluding low-skilled sectors. A pressing question for the 
Irish economy is how to mobilise the full labour force 
potential to cope with future demand. The persistence 

of a wide gender gap in employment (26 percentage 
points between the male and female rates, despite fast 
take-up of new jobs by women) indicates that there is 
still an important labour force potential to explore. 

Even with rapid labour force expansion, unemployment 
continues to fall sharply. It has now declined from 14.3 % 
in 1994 to 7.8 % in 1998. Latest national statistics put 
the figure at 6.4 % for 1999. Unemployment is lower 
for women (7.6 %) than for men (8 %). Long-term un
employment rates 31 have also contracted sharply from 
9 % in 1994 to 3.9 % in 1998, a more rapid fall than 
unemployment as a whole and long-term unemploy
ment is now below 50 % of total unemployment. The 
youth unemployment ratio has considerably tightened 
from 7.1 % in 1997 to 5.7 % in 1998 and is now far 
below the EU average. 

Employment indicators 

Benchmark = 1 

Employment rate 

Employment gender gap 

Ireland 

Unemployment indicators 
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Unemployment rate 
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2. Implementation of the 1998 NAP 

On employability the two key activation programmes, 
for both the young and adult unemployed, are now op
erational. The youth programme began in September 
1998. The adult programme began in May 1999 and 
currently deals with all those aged between 25 and 34 

who cross the 12-month threshold. The 1999 NAP gives 
a revised commitment to include all age groups by mid-
2000, and to bring forward the point of intervention 
from 12 to 9 months in early-2000. 

The NAP provides detailed output and input indicators 
for guidelines 1 and 3, and extremely comprehensive 

Due to the lack of EU comparable data for Ireland in 1998 the preliminary draft uses latest national figures. 
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monthly tracking data. Of the total referrals since Sep
tember 1998 (of young people) 56 % had left the live 
register by end-March 1999. Of these, 70 % departed 
for positive reasons — to take up a job or to enter train
ing or education programmes. Of the approximately 
one-third who did not attend for interview follow-up 
action indicates that some 64 % left the live register 
(with over 40 % doing so for positive reasons, the vast 
majority — 37 % — for a job). Early figures suggest that 
only 7.5 % cross the threshold without having been of
fered a new start (non-compliance rate). 

The NAP also shows progress has been made on the in
tegration of the Public and Local Employment Services, 
and the recent review of Community Employment rec
ommended a series of reforms aimed at better target
ing, and improving progression outcomes. The more 
complete operational integration of the PES and LES 
on the ground, and the linking of CERT into the pre
ventive process, needs to be pursued. 

The NAP states that the Irish policy challenge is to find 
the correct balance between preventing the drift into 
long term unemployment and retaining sufficient in
terventions to facilitate the labour market re-integration 
of the long-term unemployed. The numbers of long 
term unemployed participating on FAS training pro
grammes increased from 11 % to 16 % in the year to 
end 1998. A further increase to 20 % is targeted this 
year, in line with the targets envisaged in the 1998 NAP. 
Enrolment on active labour market programmes was 
36 % of those on the Live Register in 1998, although 
the majority are in subsidised employment, rather than 
in more structured training programmes. 

Entrepreneurship policy concentrates on taxation re
form, financial services (development of risk capital mar
kets), and the development of new support structures 
(including the setting up of Enterprise Ireland). Under 
adaptability the 1998 Green Paper on 'Adult Educa
tion in an era of life long learning' was published, with 
a White Paper expected following consultation. The Irish 
Government are currently reviewing support structures 
for in-company training (completion date: end 1999). 
The 'Training Networks' pilot initiative is now in op
eration to encourage cooperation and co-ownership 
among firms in addressing their training needs and in 
tackling low levels of in-company training. The National 
Centre for Partnership, however, remains silent regard
ing negotiation of agreements on modernising work or
ganisation. On equal opportunities legislative reform 
continues. The Parental Leave Act (which provides for 
considerable flexibility in the method and timing of the 
leave arrangements) and the Employment Equality Act 

were both passed in 1998 and a new Minimum Wage 
Act is due to come into operation from April 2000. 

3. Revision of the NAP in 1999 

Within the employability sphere there are a number of 
important initiatives for 1999. Under guideline 4, the 
income tax system was reformed in the 1999 Budget 
with the introduction of tax credits for the first time 
and the exemption of those earning less than £100 a 
week from income taxes. These tax changes, directed at 
lower income groups, should help to improve partici
pation thus enhancing employability. On guideline 9 
the establishment of a National Disability Authority has 
been announced. In future the training and job place
ment of the disabled will be administered and delivered 
by FAS and the Department of Health and Children. 
The second part of guideline 4 on policies for active 
ageing is not addressed to any extent by the Irish NAP, 
probably reflecting the different demographic situation, 
where this is a longer-term issue than for most other 
Member States. 

Under guideline 6, it is .essential to increase the provi
sion for life long learning, to combat illiteracy and to 
ensure that in particular the long-term unemployed and 
low-skilled employees have full access to any such ini
tiatives. On life long learning the 1998 Green Paper on 
Adult Education recommended, as one of the key pri
orities, the establishment of an Adult Literacy Programme. 
The National Qualifications Bill will be enacted in 1999, 
providing the basis for a national qualifications frame
work. The range of education initiatives is strong. 

Given an already strong basis of simplification of ad
ministration/overhead cost issues recent entrepreneur-
ship measures concentrate on reducing the tax burden 
for firms. Reductions in Corporation tax continued in 
1999 with a cut from 32 % to 28 %, and a standard 
12.5 % is promised by end-2002. The employment po
tential of the social economy is addressed with a new 
Social Economy Programme, agreed with Social Part
ners, due to commence in 1999. 

On adaptability National Partnership has been a fact of 
economic life in Ireland since 1987. The negotiation of 
a successor to Partnership 2000 later this year could 
contribute significantly to the Irish economic environ
ment over the coming years. Given the Social Partners' 
involvement at many strata of policy within the context 
of the Partnership 2000 process their contribution to 
the NAP should be further specified. In particular, con
crete evidence of how they will be involved in the im
plementation of a national strateg)' to stimulate life long 
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learning, or in agreements leading to more flexible ways 
of working, would be justified. 

Under the equality pillar there have been few concrete 
initiatives aimed at improving care provision, a barrier 
to women's entry into the labour market. However, the 
report of the inter-Departmental group on childcare pro
vision (due end-July 1999) is expected to deliver a clear 
strategy in this area. Mainstreaming Equal Opportuni
ties concentrates mainly on legislation. The NAP gives 
no indication of how gender mainstreaming across the 
pillars is to be achieved, or actively monitored, although 
again policy developments are in train. 

4. The role of the Structural Funds 
in underpinning the Employment Strategy 

There is significantly more ESF input in this year's NAP, 
indicating where ESF contributes to the NAP objec
tives, but there is little mention of the important role 
played by ERDF in Ireland. The NAP makes clear state
ments on the intention to strategically place the ESF to 
achieve the aims set out in the NAP, but with the ex
ception of Equal Opportunities there is little indication 
of priority areas. The total contribution of the ESF in 
Ireland amounts to 0.52 % of GDP. 

5. Outcome Assessment 

The Irish NAP places emphasis on the employability 
pillar. The preventive approach has been further rein
forced by the earlier than predicted extension of the 
scheme to all ages and the moving forward of the point 
of intervention. From the first results for young people 
an inflow rate of 12.3 % into long term unemployment 
can be estimated (including those who have crossed the 
threshold without being offered a new start). 

The need for balance in Irish activation policies has 
been repeatedly emphasised by the Irish authorities. Re
integrating the long-term unemployed into the labour 
market is seen as important not only to combat social 
exclusion but to enhance economic efficiency given emerg
ing labour shortages. To the extent that new preventive 
policies are implemented in order to cut inflows, a par
allel action to accelerate exits from long-term unem
ployment is justified. The proposed establishment of a 
National Adult Literacy Programme as a 'top priority', 
will be a crucial development in this regard. The poli
cy focus should now shift towards the effective imple
mentation of a strategic framework for life long learn
ing, with the involvement of social partners. Address
ing labour shortages will require a combination of poli

cies aimed at increasing the labour supply and ensur
ing a better fit between supply and demand in the labour 
market. 

The 1999 NAP addresses a range of measures covering 
structural and taxation reform, awareness raising and the 
promotion of research and innovation under the entre
preneurship pillar. Fulfilment of the targets established 
for Enterprise Ireland, the further development of the 
growth opportunities in the services sector and the con
tinued stimulation of innovation and risk capital mar
kets for start-up and growth firms are important chal
lenges in ongoing development of Ireland's entrepre
neurship policy. 

The negotiation on adaptability issues has been a fea
ture of all National Agreements since 1987. Although 
in terms of social partnership at national level Ireland 
can be considered a role model, the invitation of guide
line 16 to the social partners has yet to be translated in 
more concrete outcomes (i.e. specific agreements). Nev
ertheless there are signs of progress in some areas (e.g. 
favourable tax treatment of employee share schemes and 
profit-sharing schemes; team working for problem-solv
ing; annual hours of work etc). The Irish NAP notes 
the variable quality and relatively low investment levels 
in in-company training. A more generalised effort to 
raise the quantum and quality of in-company training 
is required, and new initiatives are in preparation, as in
dicated by the introduction of the new pilot 'Training 
Networks'. 

On equal opportunities legislative reform is relatively 
comprehensive but real change is yet to materialise in a 
sizeable reduction of the gender gaps. While Ireland is 
taking major decisions in policy formulation the focus 
now needs to shift towards action on the ground. In
sufficient childcare provision (one of the lowest in Eu
rope) and the high marginal tax rates faced by married 
women returning to work constitute significant barriers 
to increased female participation in the labour force, a 
key element in alleviating labour scarcity in the years 
ahead. The issue of care provision, and most particu
larly childcare, has begun to come to the fore, and some 
developments have started to take place (largely with the 
assistance of Structural Funds) which will also address 
the challenge of family-friendly policies and the need to 
continue to increase the employment rate for women. 

The NAP presents a clear timetable for the implemen
tation of new measures and budgetary commitments are 
quite detailed. Monitoring the implementation of the 
first three Guidelines is comprehensive. 
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EMPLOYMENT INDICATORS 

Total Employment Rate 
Males 
Females 
Full-time equivalent Employment rate 
Males 
Females 
UNEMPLOYMENT INDICATORS 

Total Unemployment Rate 
Males 
Females 
Youth Unemployment Ratio 
Males 
Females 
Long-term Unemployment Rate 
Males 
Females 

ANNUAL DATA 

1998 1997 1996 1994 

60.5 
73.5 
47.4 
56.5 
75.9 
37.0 

7.8 
8.0 
7.6 
5.7 
6.3 
5.1 

57.7 
70.2 
45.2 
54.0 
72.5 
35.3 

9.8 
9.8 
9.8 
7.1 
7.9 
6.2 
5.7 
6.4 
4.6 

56.3 
69.1 
43.3 
52.4 
70.7 
33.9 

11.6 
11.5 
11.8 
8.0 
9.0 
7.0 
6.9 
7.5 
5.9 

54.0 
67.7 
40.3 
50.6 
69.6 
31.5 

14.3 
14.1 
14.6 
10.6 
12.2 

8.9 
9.1 
9.7 
8.1 

EU 

1998 

61.1 
71.2 
51.1 
55.7 
70.8 
40.7 

9.9 
8.6 

11.7 
9.3 
9.2 
9.3 
5.0 
4.2 
6.0 

EMPLOYMENT RELATED ECONOMIC INDICATORS 

Total Employment Growth 
Real GDP Growth 
Labour Productivity Growth 
Real Unit Labour Costs 

GROWTH RATES 

1998 1997 1996 1994-98 

6.9 
11.9 
4.7 

-3.6 

5.0 
10.6 
5.4 

-3.0 

3.7 
8.3 
4.5 

-2.5 

5.0 
10.6 
5.4 

-3.5 

EU 

1998 

1.2 
2.9 
1.7 

-1.2 
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ITALY 

Summary 

Italy's hbour market showed a slight recovery in 1998. Employment grew moderately by 0.6 %, in a con

text of weak economic growth (1.4 % compared with 2.9 % in the EU) and a marked reduction of labour 

costs, which resulted in a sharp decline of real unit hbour costs (down by 5.1 %)■ The employment rate 

is 51.8 %, still 10 percentage points below the EU average. Higher participation of labour kept unem

ployment stagnating at slightly over 12 %, two points above the EU average, whereas the rates of youth 

and longterm unemployment worsened slightly further. 

Italy has embarked on a strategy to address the imbahnces in the labour market mainly due to high re

gional differences. Key challenges to tackle are, for instance, the high rates of youth and longterm unem

ployment (respectively 12.9 % and 8.4 %), the worsening of regional differentiah of unemployment be

tween North and South (22.8 %, ten points below the national average rate), a lowerthanaverage em

ployment rate in services (31.7 %), very low employment rates among females (37.3 %) and older people 

(37 %), and high fiscal pressure on hbour. 

The 1999 NAP adopted a longterm strategy with a particuhr emphasis laid on the employability and en

trepreneurship pilhrs. The need to correct the marked regional imbalances in Italy is a key priority. Local 

authorities and social partners were associated in the preparation of the Phn. 

Employability: The Phn seeks to introduce a decisive shift from a curative towards a preventive approach, 

as a way to strengthen the employability of groups underrepresented in the hbour market (i.e. the young, 

women and older workers). Reforms are underway concerning the PES, employment incentives, unem

ployment benefits, incentives to early retirement, and education and training systems. Strengthened efforts 

are needed to offset previous delays and complete the announced reforms in time to address fully the tar

gets on prevention and activation. Although reforms in education and training were undertaken in 1998, 

a comprehensive lifelong learning strategy needs to be developed. 

Entrepreneurship: Italy has a large employment potential in the service sector; raising the employment 

rate in the service sector to the EU average would mean some 3.2 million additional jobs. The need to tap 

this potential is partially addressed through market liberalisation and privatisation schemes. The Plan in

troduces new rebates on taxes and social contributions to foster job creation and keep older workers in 

work. Administrative procedures applicable to business set ups have been simplified while reinforcing local 

development policies and the scope for more flexible (parttime) contracts. However, more attention needs 

to be devoted to developing the information society. 

Adaptability: The Social Pact for Devehpment and Employment has reinforced the scope for social dia

logue and decentralised negotiations on labour costs, work organisation, and training. Social partners have 

reached innovative arrangements on working time. Continuing training is being developed with a new 

Foundation managed by the social partners and heal authorities, with progressive targets for life long learn

ing over three years. 

Equal opportunities: The Phn mentions measures to improve the access to childcare facilities. The main

streaming approach should be further developed with a more comprehensive strategy to address the very 

high gender gap, among the highest in the Union, and now amounting to 5.5 million jobs. 

ESF: The current ESF is only partially underpinning the Employment Strategy. 

Indicators: Urgent action is needed to make up for the lack of administrative data, to enable the imple

mentation of the first three Guidelines to be monitored. Improved budgetary information followup of the 

NAP, including the ESF contribution, is aho called for. 
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I. The employment situation 

Italy's labour market showed a slight recovery in 1998. 

Employment grew moderately by 0.6 %, mainly due to 

an increase in female parttime work, in a context of weak 

economic growth (1.4 %; compared with 2.9 % in the 

EU) and a marked diminution of labour costs, which 

resulted in a sharp decline of real unit labour costs (5.1 %). 

As a result, the employment rate increased to 51.8 %, 

which is still 10 points below the EU average. 

Higher participation in the labour force, especially of women, 

kept unemployment stagnating at slightly over 12 %, two 

points above the EU average. Youth unemployment wors

ened slightly further to 12.9 % of youth population, and 

longterm unemployment continued to increase, reach

ing now 8.4 % of the labour force, well above the EU 

average of 5 %. The gender gaps are among the highest 

in the Union, with the female employment rate lying at 

near half the level of the male rate (37.3 % and 66.5 % 

respectively), and the female unemployment rate of 16.7 % 

exceeding the male rate by more than 7 percentage points. 

Other key challenges to tackle are the worsening of re

gional differentials of unemployment between North and 

South (where the rate is 22.8 %, ten points below the 

national average), the low participation of older people 

in the labour market (only 37 % of those over 50 are 

in employment) and a lowerthanaverage employment 

rate in services (31.7 %) . 
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2. Implementation of the 1998 NAP 

In the Joint Employment Report of 1998 the Com

mission and the Italian government agreed that the pre

ventive approach in the National Action Plan 1999 need

ed to be strengthened in order to avoid further inflow 

into long term unemployment and to make a further 

restructuring from passive to active measures. In par

ticular, it was expected that the launch of a tailor made 

approach to the newly unemployed would play a key 

role in such restructuring, even if the prevention targets 

set by the Guidelines continued to be only partially ad

dressed. 

In 1999, the implementation report falls short of the 

expectations raised as regards the employability pillar, 

as progress has been slow. The targets set by the 1998 

National Action Plan, either in terms of personalised 

interviews or of beneficiaries of employability measures, 

were not met (only 47 % of the foreseen interviews have 

taken place). The effective delivery of the new preven

tive measures necessitates a speedy completion of the re
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form of employment services, through the devolution 
to the regions of PES responsibilities. By June 1999, 
the staff of the new PES is expected to be substantial
ly reinforced, so that the decentralisation becomes ef
fective. By December 1999, the employment incentives 
are expected to be reformed by changing the eligibility 
criteria and introducing a clearer targeting in favour of 
young people and adults. This will allow earlier action 
to be offered to unemployed persons, avoiding their drift 
into long term unemployment. 

The quantitative information provided by the Italian 
National Action Plan is insufficient to assess whether 
the activation target set by guideline 3 is being met, as 
the data on beneficiaries are given mainly in terms of 
total numbers of entrants and not average stocks. 

Major reforms developed in 1998 and adopted in ear
ly 1999 concern the education and training systems: the 
attendance of training programmes has been made com
pulsory for all up to the age of 18, the apprenticeship 
scheme has been reorganised and the training and the 
educational systems have been integrated. 

On entrepreneurship, efforts have been made to con
solidate measures and budgetary provisions so as to im
prove the environment for enterprises. The incentives 
for business start-ups will be reinforced. Procedures for 
setting up new businesses have been simplified through 
the creation of the 'one-stop shops' at municipality lev
el. The tax and social contributions systems are being 
simplified, to further reduce the tax burden on em
ployers and employees. 

On adaptability, current efforts consolidate existing 
measures, enhancing flexibility in the work organisation 
and working time arrangements. New forms of atypical 
contracts have been introduced thus improving the flex
ibility in labour market (job sharing, Tele-work in pub
lic administration, etc.). The adoption of part-time pat
terns has been further promoted through incentives to 
firms. The social partners have agreed innovative work
ing time arrangements and continuing training for work
ers has been introduced through schemes at both local 
and firms level. The Social Pact for Development and 
Employment, signed on 22 December 1998, has rein
forced the social dialogue through the development of 
local and company-wide agreements, aiming at reforms 
in the labour, training and education systems 

On equal opportunities, existing schemes for promot
ing women entrepreneurship and self-employment are 
being reinforced by increasing the budgetary resources 
and improving procedures. 

3. Revision of the NAP in 1999 

The 1999 NAP consolidates the priority given to tax 
and social contribution abatements aimed at improving 
job creation. It does not present a clear timetable for 
the implementation of new measures. While the PES 
reform has started, it will take some time before it be
comes fully operational in all regions. It is therefore still 
difficult to assess whether Italy will effectively comply 
with the common targets of the first three guidelines 
within the deadline set by the Employment Guidelines. 

By December 1999, the unemployment benefit system 
is expected to be comprehensively reformed, tightening 
the link to active measures and encouraging the partic
ipation of unemployed people in working life. 

Active ageing policies have been addressed through part-
time employment for older workers, with the aim of 
raising the activity rate and reducing early retirement. 
On life long learning, training schemes and local de
velopment programmes are to be linked. Training 
schemes for workers have been included in the territo
rial pacts and area contracts. The adult education pro
jects should cover 200,000 low-skilled unemployed peo
ple, and more in the following years. On the inclusion 
of disadvantaged groups, a mainstreaming approach has 
been adopted for disabled people, through mandatory 
placement, tax incentives and grants for job creation, 
incentives to social cooperatives. A pilot minimum in
come has been introduced, coupled with ALM measures 
to upgrade personal skills and employability. 

On entrepreneurship, Italy has a big employment po
tential in the service sector; raising the employment rate 
in the service sector to the EU average would mean 
some 3.2 million additional jobs. The job creation po
tential of this sector will be enhanced through the lib
eralisation and privatisation of the trade sector, liberal 
professions, local public services and telecommunica
tions. Local development policies have been reinforced 
through new implementation procedures for Territorial 
Pacts. The administrative and incentive schemes for the 
social economy have been widened. The initiatives tak
en to curtail undeclared work have been implemented 
through alignment agreements, involving 90,000 work
ers. However, little or no attention is devoted to the 
job creation potential in the information society and the 
environmental and cultural sectors. 

On equal opportunities, the mainstreaming approach is 
being implemented through the integration of legisla
tive and statistical measures. The NAP announces: the 
revision of the incentive schemes for enterprises and job 
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creation promoting equal opportunities; the setting up 
of a monitoring and evaluation system for gender analy
sis; the re-orientation of all official statistics. New mea
sures have been adopted to reconcile working and fam
ily life, promoting integration and reintegration in the 
labour market (e.g. grants and parental leave for child
care, reinforcement of the childcare system). Actions to 
reduce the gender pay gap are not mentioned. 

The Social Pact for Development and Employment con
firms the importance of involving the social partners in 
economic and social policy decisions. The social dia
logue has been reinforced through prior discussion with 
the social partners and the local authorities covering not 
only traditional matters like social policy, but also the 
reforms in the labour, training and education systems. 
The local authorities and social partners were associat
ed with the drafting of the NAP. Some regions have 
started adopting regional employment plans. 

working time arrangements (working hours, Tele-work, 
job-sharing, etc.). 

On equal opportunities, the NAP shows some progress, 
but it would appear necessary to develop a more glob
al strategy. 

The budgetary commitments for 1998 are provided but 
the deviation from the forecasts cannot be assessed. Full 
information is not given for 1999 and the commitments 
are underestimated. The Structural Funds contribution 
has been provided only for the Territorial Pacts (GL 5). 
National budget commitments are lacking for certain 
main measures. 

4. The role of Structural Funds in 
underpinning the Employment Strategy 

The ESF plays an important role in the implementa
tion of most of the Guidelines even though an explic
it preventive remit is missing. The NAP does not pro
vide overall information for 1998. The financial bud
get on the Structural Funds support for 1999 is not 
provided. 

5. Outcome assessment 

On employability, no accurate assessment is possible as 
to the impact of existing measures to facilitate the rein
sertion of the unemployed, as the new approach has yet 
to be fully implemented, and the data provided on par
ticipants in the different measures are insufficient for 
that purpose. 

On entrepreneurship, the implementation of measures 
led to good results in 1998. The administrative con
straints on firms have been further simplified. The num
ber of enterprises increased by 65 000 units, 29 000 of 
which in the South. The fiscal burden went down from 
44.8 % to 43.6 % of GDP and social contributions 
from 15.5 % to 13.4 %. 

On adaptability, the new legislation applied since July 
1997 and the pro-active social dialogue are producing 
good results. One of the aims is to improve flexibility 
in working time and reduce the present gap in part-
time working vis-à-vis the EU average. Most new con
tracts include strong forms of flexibility particularly in 
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EMPLOYMENT INDICATORS 

Total Employment Rate 
Males 
Females 
Full-time eq. Employment rate 
Maks 
Females 

UNEMPLOYMENT INDICATORS 

Total Unemployment Rate 
Males 
Females 
Youth Unemployment Ratio 
Males 
Females 
Long-term Unemployment Rate 
Males 
Females 

ANNUAL DATA 

1998 1997 1996 1994 

51.8 
66.5 
37.3 
50.2 
68.0 
32.8 

12.2 
9.4 

16.7 
12.9 
12.7 
13.1 
8.4 
6.5 

11.4 

51.3 
66.2 
36.7 
49.8 
67.8 
32.2 

12.1 
9.3 

16.6 
12.6 
12.1 
13.0 
8.1 
6.4 

11.0 

51.4 
66.5 
36.6 
50.1 
68.1 
32.5 

12 
9.4 

16.4 
12.8 
12.5 
13.2 
7.9 
6.1 

11.0 

51.7 
67.7 
36.0 
50.5 
69.3 
32.1 

11.4 
8.8 

15.7 
12.8 
12.9 
12.6 
6.9 
5.2 
9.8 

EU 

1998 

61.1 
71.2 
51.1 
55.7 
70.8 
40.7 

9.9 
8.6 

11.7 
9.3 
9.2 
9.3 
5.0 
4.2 
6.0 

EMPLOYMENT RELATED ECONOMIC INDICATORS 

Total Employment Growth 
Real GDP Growth 
Labour Productivity Growth 
Real Unit Labour Costs 

GROWTH RATES 

1998 1997 1996 1994-98 

0.6 
1.4 
0.8 

-5.1 

0.0 

1.5 
1.5 
0.3 

0.5 
0.7 
0.2 
0.5 

0.2 
1.6 
1.5 

-2.0 

EU 

1998 

1.2 
2.9 
1.7 

-1.2 
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LUXEMBOURG 

Summary 

Luxembourg has had strong employment growth over several years, but the total employment rate (60.5 %) 
continues to be below the EU average. Cross border workers account for 75 % of the net increase in jobs 
and represent 33 % of domestic employment in Luxembourg, which explains the paradox between high 
employment growth and a more or less stable national employment rate. The employment performance is a 
particular cause for concern for older workers, as their employment rate, 38.6 %, is one of lowest among 
Member States. A second major problem is the gender gap in employment, amounting to 29 percentage 
points, whih the EU average is 20 %. However, unemphyment, at 2.8 %, and long-term unemployment, 
at 0.9 %, are the lowest in the EU. 

The 1998 NAP was based on the tripartite agreement of 18 April 1998, which was transposed into the 
law of 12 February 1999. For this reason, the actual implementation of the new actions phnned under 
the 1998 NAP has been delayed. The NAP for 1999 is a continuation of the 1998 NAP, incorporating 
major adaptations only for three guidelines (GL4, GL9 and GLI9). 

Employability: Luxembourg is strengthening active policies in order to prevent youth and long term un
employment. So far priority has been given to the youth problem. Measures to improve employment for 
people with disabilities are introduced and a review of the legishtion of disability pensions has recently 
started. On lifelong learning Luxembourg still has to define its objectives and targets. A new law on con
tinuous vocational training has been adopted in June 1999. 

Entrepreneurship: Luxembourg introduced various measures to ease access to jobs, to establish firms and 
to develop risk-capital markets, in order to encourage entrepreneurship. The coordination in order to sim
plify the administrative procedures for companies, as well as the adaptation of the legishtion to set up busi
nesses has been one of the main aims of the NAP. As regards employment in services, the potential of the 
information society and the environmental sector might be exploited more intensively. 

Adaptability: Luxembourg focuses on the tripartite agreement on working-time and work organisation. 
Aho a recently approved law will introduce tax deductions for in-house training. 

Equal opportunities: The rehtively disadvantaged situation of women on the Luxembourg labour market 
is tackled through a general presence in the NAP of the principle of mainstreaming. Several measures, such 
as parental leave and childcare, are conceived to address this requirement. The principle of positive dis
crimination, present in several measures, should appreciably improve the chances of integration or reinte
gration of women on the hbour market, and therefore help bring about a reduction in the gender gap. 

ESF: In the present programming period the role of the European Social Fund is mainly to support the 
Employment Strategy under the employability pilhr. 

Indicators and statistics: Although substantial efforts have been made to supply quantified information, 
further investment remains to be done in the field of indicators and monitoring. 

I. T h e e m p l o y m e n t Situation continues to be below the EU-average. Cross-border work
ers account for 75 % of the net increase in jobs and 

Despite continuous growth over the last decade, in- represent 33 % of domestic employment in Luxem-
cluding 5.7 % in 1998, which resulted in a total em- bourg, which explains the paradox between a more or 
ployment growth of 4.3 %, the second highest in the less stable national employment rate and a consistently 
EU, the total employment rate (60.5 %) in Luxembourg high employment growth. Luxembourg has one of the 



122 

lowest employment rates in the EU for older workers 
over 50 (38 %). Despite a recent modest increase in the 
female employment rate, Luxembourg is still charac
terised by a wide gender gap, of roughly 30 percentage 
points, accounting for approximately 40,000 jobs. 

The unemployment situation of Luxembourg remains 
favourable in relation to other EU countries: Luxem
bourg has still the lowest rates for total unemployment 
(2.8 % in 1998), and long-tetm unemployment (0.9 %), 

as well as the lowest share of youth population in un
employment (2.5 %). However, it should be noted that 
an important number of people are registered under the 
early retirement (1,400) and the disability schemes 
(15,000). 

The most recent OECD-figures (1997) on expenditure 
on labour market programmes show that Luxembourg 
spends about 1 % of GDP in labour market policy, of 
which one third in active policies. 
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Unemployment indicators 
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2. Implementation of the 1998 NAP 

The agreement on the Luxembourg NAP98 was reached 
on 18 April 1998. The NAP required substantial leg
islative changes, the majority of which were included in 
the law of 12 February 1999. A considerable number 
of measures, in particular the most innovative ones, came 
into force only on 1 March 1999. 

As regards employability, the major problem is the in
adequate matching of supply and demand, in term of 
skills. For this reason, apprenticeships for adults and im
provements in initial and continuous education are cen
tral themes of the NAP98, in particular with respect to 
training of resident workers in Luxembourg. The train
ing measures, mostly for younger people, involve a close 

collaboration between the government, the trade unions 
and the companies. With regard to the low activity rate 
of people older than 50, without suppressing the prin
ciple of early retirement, Luxembourg modified the sys
tem by giving the possibility of a progressive early re
tirement (as from 57 years) or of a progressive shift to 
part-time work (workers over 50) with compensatory 
recruitment in order to prevent the workers either to 
leave the labour market too early, or to enter a com
plete pension scheme. 

For the implementation of the first three guidelines for 
1998, the public employment service (ADEM) has tak
en, from May 1998 onwards, provisions relating to the 
professional guidance and placement services (PEC -
'Plan d'encadrement psychosocial individuel des chômeurs'). 
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In order to arrive at an efficient implementation of the 
PEC, the number of highly qualified staff of ADEM 
has been increased by 12 %. 

The NAP98 introduced various measures to ease access 
to jobs, to facilitate the establishment of firms and to 
develop risk-capital markets, in order to encourage en
trepreneurship. The coordination in order to simplify 
the administrative procedures for companies, as well as 
the adaptation of the legislation to set up businesses has 
been one of the main aims of the NAP. 

The improvement of adaptability has been the objec
tive of the tripartite agreement on working-time and 
work organisation. The Luxembourg plan results from 
a tripartite agreement and the contribution of the so
cial partners to the implementation of the NAP is trans
lated in the reform of the law on collective agreements. 
Henceforth all collective agreements have to deal with 
the issue of employment on the basis of the guidelines 
(training policy, work organisation and equal treatment). 

In the field of equal opportunities the disadvantaged 
situation of women on the Luxembourg labour market 
is tackled through mainstreaming. Several measures, such 
as parental leave and childcare, are conceived to address 
this requirement. The principle of positive discrimina
tion, present in several measures, should appreciably im
prove the chances of integration or reintegration of women 
on the labour market. 

3. Revision of the NAP in 1999 

The NAP99 is a continuation of the NAP98. The National 
Committee of Tripartite Co-ordination, noting that the 
measures decided in the framework of the NAP98 cov
ered already to a large extent the guidelines adopted in 
Vienna, has decided that the only major adaptations of 
the NAP99 would cover the following topics: prolonga
tion of the active life of older workers (GL4), integration 
of disabled persons into the labour market (GL9) and 
strengthening of the principle of mainstreaming (GL 19). 

Under the employability pillar the new measure con
sists of setting up a tripartite working group which has 
to propose amendments on the legislation concerning 
the disability pensions, in order to restrict access. 

Measures for people with disabilities are proposed in the 
new GL9. These measures have a triple purpose: em
ployment of disabled people, easier occupational inte
gration, and incentives for companies to recruit disabled 
people. Concerning the tax and benefit systems for un
employed and inactive people, Luxembourg has decid

ed that, for the time being, there is no reason to adapt 
the existing legislation. 

On lifelong learning Luxembourg still has to define clear
ly its objectives and targets. 

Under the entrepreneurship pillar the NAP99 does not 
develop the new guideline on the employment poten
tial of the services sector, the information society and 
the environmental sector. 

A recently approved law will introduce tax deductions 
(for a total of 10 million euro per year) for continuous 
vocational training in order to increase adaptability. This 
must be seen together with the already existing finan
cial incentives for lifelong learning. 

With regard to the new guideline on mainstreaming un
der the equal opportunities pillar, all services concerned 
will study the need and the possibility of an adoption 
of a more complete system of quantitative and qualita
tive evaluation of the relevant measures of the NAP. 

The budgetary grid for the NAP99 gives a very detailed 
overview for each pillar and each measure of the finan
cial resources (EU and national) necessary for the im
plementation of the NAP. It is estimated that for 1999 
these resources amount to 133.9 million euro which is 
three times as high as the figure provided for 1998. This 
important increase, which will be partly financed by an 
increase in the petrol tax, is to a large extent explained 
by the fact that the majority of new actions started to 
be implemented only in 1999. 

4. The role of the Structural Funds 
in underpinning the Employment Strategy 

In the budgetary grid a detailed overview is given as to 
how the ESF and the ERDF are contributing to the ob
jectives of the NAP. 

For the period 2000-2006 the NAP underlines that the 
new ESF-plan will take into account the priorities fixed 
in the NAP. The nature of the ESF-projects will be linked 
with the objectives to be achieved in each of the four pil
lars. Generally, the emphasis will be on training and qual
ification. With regard to the first pillar, proposals are for
mulated concerning self-employment, training of those 
who replace temporarily workers on parental leave, mon
itoring and support after recruitment. Within the frame
work of the second pillar, suggestions are made concern
ing the training of trainers in order to better adapt the 
training to the needs of the companies and to the target 
group. The projects under pillar 3 would give priority to 
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training leading to a qualification and to a pilot project 
within the framework of the school of the second chance. 
Finally, the objectives of pillar 4 could propose projects 
making it possible to create more places for childcare and 
to widen the range of the training possibilities. 

5. Outcome assessment 

Because the implementation of the most important and 
innovative measures of the NAP98 could only start from 
1 March 1999, it is too soon to evaluate the results. 

The NAP98 covers all the pillars and guidelines and 
proposes specific measures for each of them. Taking in
to account the rather favourable economic situation, 
Luxembourg has decided that the NAP should not change 
fundamentally the socioeconomic instruments and the 
organisation of the labour market, but that the proposed 
measures should rather aim to tackle specific situations 
and individual deficiencies. 

For the first three guidelines the NAP provides detailed 
statistics and indicators. On the basis of the statistics pre
sented, it is shown that for GLI 80 % of the unemployed 
young people did find employment or were placed in a 
scheme before the sixth month of unemployment. Among 
the 20 % still in unemployment at the end of the 6 month 
period, approximately a third did not take part in an indi
vidual action plan. For GL2, approximately 85 % of the 
unemployed adults found employment or are placed in 
a scheme before the 12th month of unemployment. Of 
the remaining 15 %, more than three quarter did not 
begin any individual action plan. The goal of GL3 is 
achieved since 31 % of all the unemployed are offered 
training or a similar measure. However, only 8 % corre
spond to participants in training measures. 

Concerning the two main problems of the Luxembourg 
labour market, i.e. the low employment rate of older 
workers and the gender gap, no results are yet observ
able due to the recent implementation of the NAP. 

EMPLOYMENT INDICATORS 

Total Employment Rate 
Males 
Females 
Full-time eq. Employment rate 
Males 
Females 
UNEMPLOYMENT INDICATORS 

Total Unemployment Rate 
Males 
Females 
Youth Unemployment Ratio 
Males 
Females 
Long-term Unemployment Rate 
Males 
Females 

ANNUAL DATA 

1998 1997 1996 1994 

60.5 
"5.1 
45.8 
58.1 
77.2 
38.7 

2.8 
2 

4.2 
2.5 
2.5 
2.1 
0.9 
0.7 
1.1 

60.3 
74.8 
45.6 
58.5 
77.1 
39.2 

2.6 
1.8 
3.8 
3.1 
2.9 
3.4 
0.9 
0.6 
1.3 

59.6 
75.0 
43.8 
57.6 
77.0 
37.9 

3 
2.2 
4.3 
3.3 
3.7 
3.3 
0.9 
0.7 
1.2 

60.8 
75.4 
45.6 
58.3 
76.8 
39.2 

3.2 
2.7 
4.1 
3.3 
3.7 
3.0 
1.0 
1.0 
1.0 

EU 

1998 

61.1 
71.2 
51.1 
55.7 
70.8 
40.7 

9.9 
8.6 

11.7 
9.3 
9.2 
9.3 
5.0 
4.2 
6.0 

EMPLOYMENT RELATED ECONOMIC INDICATORS 

Total Employment Growth 
Real GDP Growth 
Labour Productivity Growth 
Real Unit Labour Costs 

GROWTH RATES 

1998 1997 1996 1994-98 

4.3 
5.7 
1.3 

-1.6 

3.4 
3.7 
0.3 

-0.2 

2.5 
3 

0.5 
1.6 

3.2 
4.1 
0.8 
0.0 

EU 

1998 

1.2 
2.9 
1.7 

-1.2 
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THE NETHERLANDS 

Summary 

The Dutch economy grew strongly in the period up to 1998, when real GDP growth reached 3.7 % boost

ing employment by a further 2.7 %. The employment rate increased to 68.3 % in 1998 (54.0 % in full 

time equivalent terms). The employment rate in services is nearly 49 %, one of the highest in the Union. 

Unemployment fell to 4 % in 1998 (one of the lowest rates in the Union) and youth unemployment con

tinued to decline to a ratio of '5.1 %■ 

Despite this generally favourable situation,. the Dutch labour market is characterised by a number of struc

tural problems, such as a high gender gap in employment equivalent to 23.4 percentage points or 1 mil

lion jobs, low participation of older people in employment (only 31 % above the age of 55), high taxa

tion, and a benefit system supporting high dependency. 

The 1999 NAP pursues the comprehensive structural reforms of recent years to address labour market prob

lems, and proposes some new measures. The social partners have been explicitly involved in drawing up the 

NAP. They were consulted on the guidelines which concern them directly and as partners in the Labour 

Foundation they were also asked for their reaction on the full text of the 1999 NAP. 

Employability: The conditions are now in place to ensure full compliance with guideline 1 in 1999. 

Through the implementation of the Comprehensive Approach, the Dutch authorities are increasing the pos

sibilities for early intervention for adult unemployed. They have set the target of meeting the guideline 2 

within 4 years. More information could be provided in the NAP on quantification and particularly on the 

preventive approach. 

Efforts are under way to reform the benefit systems in order to discourage the use of benefits as routes to 

early withdrawal from the labour market. 

Although the NAP foresees a list of measures for improving lifelong learning, a target is still to be defined. 

Entrepreneurship: The tax reform, currently under preparation, is expected to contribute to the develop

ment of entrepreneurship and employability, through a reduction of the tax burden on labour. Emphasis 

has also been put on the intensification of the dualtrack education system. The NAP rightly puts high em

phasis on the services sector, although the Netherlands is among the best performing countries in the Union 

in this respect. 

Adaptability: Substantial progess was made, notably through the introduction of the Flexibility and Secu

rity Act. The active role of the social partners is to be stressed. It appears that 92 Collective Labour Agree

ments deal with issues such as education, educational leave, personal training plan, company training plan. 

Equal opportunities: Much effort has gone into arrangements to support equal opportunities and to pre

pare new policy in this area. The gendermainstreaming approach has been adopted by the Dutch gov

ernment. With a gender gap of 1 million jobs, a policy is needed to further reduce the barriers to work 

encountered by women. 

ESF: In the present programming period the role of the European Social Fund is mainly to support the 

Employment Strategy under the employability pillar. 

Indicators and statistics: Although substantial efforts have been made to supply quantified information, 

further investment remains to be done in the field of indicators and monitoring. Budgetary information re

garding the implementation of the NAP has not been forwarded, 
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I. The employment situation 

The Dutch economy and the labour market developed 

favourably in 1998. GDP growth reached 3.7 % in 

1998, but in 1999 this is expected to decline. 

The employment rate, both for men and women has 

continued to increase reaching 68.3 % in 1998, which 

is well above Community average (61.1 %). The growth 

of the participation of women in employment has been 

substantial, climbing from 54.9 % in 1997 to 56.2 % 

in 1998. Their employment rate however, remains some 

24 % points below the employment rate for men 

(80.0 %), which results in a gender gap of 1 million 

jobs. The number of parttime jobs has increased dur

ing the 1990s. In full time equivalent terms, the em

ployment rate was 54.0 % in 1998 (72.8 % for men 

and 35.0 % for women), which, despite a strong growth 

in the last years, is still below the EUaverage. While 

the employment rate of primeage male workers is very 

high the participation of people over 55 is only 31 %, 

and for women it is lower than 20 %, therefore lagging 

by 5 percentage points in relation to the Union average 

of 36 %. Some bottlenecks are emerging in the labour 

market: The number of unfilled vacancies in private com

panies and in the public sector amounted to 136,000 at 

the end of 1998; half of these are difficult to fill. 

Unemployment fell from 5.2 % in 1997 to 4 % in 

1998, but longterm unemployment still affects almost 

half of the unemployed in the Netherlands (1.9 %). The 

ongoing decline in youth unemployment is reflected in 

a youth unemployment ratio of 5.1 %. The ratio of 

people under 65 receiving benefits compared to the num

ber in work dropped from 42 % in 1990 to 35 % in 

1998. The number of people receiving an unemploy

ment benefit represents 9 % of the labour force; this is 

substantially higher than the number of people unem

ployed. Another worrying factor is that the number of 

(partial) benefits paid under the Disability Insurance Act 

(WAO) has increased again to 900,000. 

In 1998 active employment measures represented 1.76 % 

of GDP. Passive measures, although decreasing since 

1996, still account for 3.14 % of GDP (OECD fig

ures). 

The Netherlands 
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2. Implementation of the I 9 9 8 N A P Netherlands limit the upper age for young unemployed 

to 23 years. This is also linked to the existence of the 

The instruments to improve the employability of young s y s t e m 0f m i n i m u m y o u c h wages. Under the age of 23, 

unemployed have been integrated in the JobSeekers Re the legal minimum wage is below the minimum wages 

employment Act (WIW) h should be noted that the for adults. 
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Under employability the NAP offers a large spectrum 
of policy instruments, ranging from a plan of approach 
on life-long learning, combating premature school leav
ing, particularly in the large towns, improving the qual
ity of education to financial protection for employers 
who recruit people with an occupational handicap of
fered under the Occupational Handicapped Reintegra
tion Act (REA). 

As for entrepreneurship, the NAP reports on a large di
versity of measures designed to create a positive climate 
to encourage job creation. In the framework of the 'Cities 
Policy', an agreement has been reached with the 25 large 
cities to devise medium-term development programmes. 
The Entry-level and Moving-On Jobs scheme gives mu
nicipalities the opportunity to increase the number of 
jobs in public and non-profit sectors. The measure on 
targeted reduction in wage costs (SPAK) provides a fi
nancial incentive to employers to hire low-skilled or 
long-term unemployed workers. It reduces wage costs 
up to 115 % of the statutory minimum wage struc
turally by a maximum reduction of about 10 %. Al
most 90 % of the rebate on pay for employers who em
ploy low-paid workers is enjoyed in the service sector. 

In January 1999 the Flexibility and Security Act, an
nounced in the NAP98 to be the centrepiece of the 
adaptability pillar, came into effect. Another important 
milestone constitutes the acceptance of the new Work
ing Hours Adjustment Bill, giving the individual the 
right to adjust one's working hours with their present 
employer. This type of measure, as well as the possi
bilities introduced by the Career Breaks (Funding) Act 
allowing to arrange for long-term leave for care or ed
ucation, contribute to a large extent to the equal op
portunities pillar. 

3. Revision of the NAP in 1999 

Policy presented in the previous NAP is further inten
sified and implemented in the NAP99. Some new mea
sures are proposed. The social partners have been ex
plicitly involved in drawing up the NAP. They were 
consulted on the guidelines which concern them directly 
and as partners in the Labour Foundation (Stitching van 
de Arbeid) they were also asked for their reaction on 
the full text of the NAP99. 

The NAP99 introduces the 'Comprehensive Approach' 
as the main policy innovation to prevent adult unem
ployed falling into long-term unemployment. As from 
the 1st January this approach has come into effect, thus 
introducing an important policy instrument to achieve 
the preventative approach as agreed under the employ-

ability pillar. In 1999, 30,000 additional integration 
pathways will be created under this initiative. In Dutch 
policy making the emphasis is now on a major change 
in the executive structure of the prevention, activation 
and benefit allowance process with the creation of CWI's 
(Centres for Work and Income), which is expected to 
be implemented by 2001. 

A major change in the Dutch taxation system (Belast-
ingsplan 2Iste Eeuw) being prepared to come into ef
fect in 2001, will address job creation and job-accep
tance at the same time, reducing the tax burden in to
tal by 0.6 % of GDP. As a result of a shift in taxes, 
the direct taxes on labour will fall by 2 % of GDP. 
Since 1 May 1999, older unemployed aged over 57 eu
ro are obliged to accept a suitable job offer. This is in 
fact part of a general process trying to keep the elderly 
active by discouraging early retirement and promoting 
the participation of the elderly in employment. 

The Dutch government has developed a ljne of policy 
directly targeting people with disabilities aiming both at 
integration and unemployment prevention. The inten
sified reintegration should result in a rise of some 25,000 
extra job placements in a few years time. 

Under the entrepreneurship pillar the NAP reports on 
a further decrease in the administrative burden by some 
15 %. In order to promote entrepreneurship the Dutch 
Cabinet presented a White Paper on Innovative Entre
preneurship to the Lower House in June 1999. Dereg
ulation of markets is also one of the main pillars to im
prove the possibilities to start new businesses. The so
cial economy is clearly recognised as a job creation sec
tor filling unmet market needs. A scheme to subsidise 
this kind of employment is available and gaining mo
mentum with some 34,500 jobs involved in January 
1999 and aiming for some 60,000 jobs in 2002. Tax 
reductions for employers employing low-paid workers 
will contribute to the development of the service sector. 

With the introduction of the Flexibility and Security 
Act (arranging the rights of flex-workers and flex-work) 
in January 1999, the announcement of the Working 
Hours (adjustment) Bill (making it possible to the in
dividual to change one's working hours with the same 
employer) and arrangements making temporary work 
easier and dismissal procedures shorter, the Dutch sys
tem is in a good position to achieve the goals set un
der the adaptability pillar. 

Equal opportunity is ranked high on the Dutch prior
ity list. A monitoring system is announced. The out-

)f the ;hts monitor wi ill b e ava ¡labi e in 
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2000. The Dutch policy is based on the Combination 
scenario, where women and men share paid work and 
responsibility for caring at home. The Work and Care 
Act combines and coordinates all the existing and new 
leave schemes and makes them more flexible. It is planned 
to expand the child care facilities so as to double ca
pacity. The gender-mainstreaming approach is clearly 
adopted by the Dutch government. 

4. The role of Structural Funds 
in underpinning the Employment Strategy 

Between 1994 and 1999 the Netherlands have received 
over 2.5 billion Euro from the Structural Funds. More 
than 60 % has been allocated to the ESF for the de
velopment of human resources under all objectives. Its 
intervention, although addressing all pillars, is concen
trated on employability. The Dutch government will 
draw up a plan for the new programming period fully 
in line with the NAP. Given its mission of contribut
ing to actions to increase employment, the ESF will be 
used as an important financial instrument to help the 
Netherlands develop and implement the employment 
guidelines under the European employment strategy. There 
will be coherence between the employment strategy as 
reflected in the NAP and the priorities of human re
source development supported by the ESF. 

which will carry out job vacancy registration and direct 
mediation into work, will allow for significant progress 
to be made in monitoring unemployment flows and ac
tive policies. 

Other main points of progress concern the allocation of 
extra budgets supporting dual-track education (appren
tice and trainee programmes) and the preparation of a 
considerable change in the Dutch Tax system to come 
into effect in 2001. 

On adaptability, clear progress has been made. The em
phasis has been on implementation with, as milestones, 
the swift introduction of the Flexibility and Security Act 
and the preparation of the Working Hours (Adjustment) 
Act. 

5. Outcome assessment 

Assessing the impact of the 1998 Dutch NAP is made 
particularly difficult by the fact that the majority of new 
measures were implemented late in the year, or are still 
in project, particularly in what concerns the new pre
ventive measures. The Dutch authorities give a firm 
commitment to comply with the first 3 European guide
lines. New policies to fight youth long-term unemployment 
already depart from a reasonable basis, as they draw up
on existing preventive schemes. The Dutch authorities 
expect the Comprehensive Approach (Sluitende Aanpak) 
for adult unemployed, based on targeted activation mea
sures, according to the needs of the unemployed per
son, to lead to full implementation of the common tar
get of the 2nd guideline within 4 years. However, the 
number of people not offered a new start during the 
first 6 or 12 months is not yet registered and therefore 
an estimate of the input indicator can not yet be given 
for the first 2 guidelines. Increased attention needs to 
be given by the Netherlands to monitoring and evalu
ation of the effectiveness of the various policy instru
ments, so that future NAP reports can provide more ev
idence about outcomes. It is expected that the imple
mentation of the new Centres for Work and income, 
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EMPLOYMENT INDICATORS 

Total Employment Rate 
Males 
Females 
Full-time eq. Employment rate 
Males 
Females 

UNEMPLOYMENT INDICATORS 

Total Unemployment Rate 
Males 
Females 
Youth Unemployment Ratio 
Males 
Females 
Long-term Unemployment Rate 
Males 
Females 

ANNUAL DATA 

1998 1997 1996 1994 

68.3 
80.0 
56.2 
54.0 
72.8 
35.0 

4 
3 

5.2 
5.1 
5.1 
5.2 
1.9 
1.5 
2.3 

66.7 
78.1 
54.9 
52.8 
71.7 
33.8 

5.2 
3.9 
6.9 
6.1 
5.3 
6.9 
2.5 
1.9 
3.2 

65.1 
76.7 
53.2 
51.4 
70.4 
32.2 

6.3 
5 

8.1 
7.2 
6.8 
7.6 
3.0 
2.6 
3.5 

63.2 
75.3 
50.9 
50.4 
69.5 
31.2 

7.1 
6.3 
8.3 
6.9 
7.4 
6.4 
3.1 
2.8 
3.6 

EU 

1998 

61.1 
71.2 
51.1 
55.7 
70. cS 
40.7 

9.9 
8.6 

11.7 
9.3 
9.2 
9.3 
5.0 
4.2 
6.0 

EMPLOYMENT RELATED ECONOMIC INDICATORS 

Total Employment Growth 
Real GDP Growth 
Labour Productivity Growth 
Real Unit Labour Costs 

GROWTH RATES 

1998 1997 1996 1994-98 

2.7 
3.7 
0.9 

-0.2 

2.8 
3.6 
0.8 

-1.1 

2.1 
3.1 
0.9 

-0.8 

2.3 
3.2 
0.8 

-0.7 

EU 

1998 

1.2 
2.9 
1.7 

-1.2 
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AUSTRIA 

Summary 

Economic development in Austria was favourable in 1998 with a slight increase in employment to 71.1 %. 

The fidi time equivalent rate, one of the highest in Europe, is around 65 %■ The gender gap in employ

ment is around 26 % and points to a major unused labour capacity. Unemployment rose slightly in 1998 

from 4.4 % to 4.7 % as labour force growth outpaced employment growth. The number of registered un

employed decreased in the first half of 1999. Long term unemployment is low, 1.6 per cent, one third of 

the EU average, lower for men than for women. Whereas the labour market opportunities for youth im

proved, the low employment rate of older workers is still one of the most challenging problems. 

The 1999 NAP reinforces the preventive approach by the expansion of the budget for active labour mar

ket policy by more than one third. The social partners, equal opportunity bodies, the Länder, and the oth

er regional authorities have been involved in drawing up the NAP. 

Employability: The 1998 NAP focused on this pillar and the activation and prevention objectives have 

been integrated into the overall labour market policy strategy. The 1999 NAP includes a considerable in

crease in the expenditure for active labour market policy, additional resources being partially provided by 

the activation of passive measures. Initiatives to combat long term unemployment have been extended. A 

new priority has been set to combat the problems of older workers and measures to encourage recruitment 

of older workers have been agreed by the social partners. A concrete target has been set regarding the in

crease of life long learning participation of unqualified people. The output indicators for the two first 

guidelines show some progress in reducing the inflow into long term unemployment. 

Entrepreneurship: Employment in the service sector increased by 30,000 jobs last year to over 44 % of 

the working age popidation, but a comparison with Member States with the highest levels (50 %) shows 

that Austria has potential for further gvwth. A tax reform is proposed, lowering income taxes and non 

wage hbour costs for business start ups. An innovative programme is introduced to create jobs in the so

cial, environmental and cultural sectors. New Territorial Employment Pacts (TEPs) are being introduced 

to mainstream good practice concerning job creation at the regional and local level. 

Adaptability: based on the 1997 reform of the Working Time Act, the social partners are engaged in a 

number of issues, including efforts to make part time work more attractive. On inhouse training the pro

posed tax reform will introduce a 9 % allowance for corporate spending in training and further training 

of employees and better tax deductibility of job rehted training costs. 

Equal opportunities measures have been further developed aiming at the reduction of the gender gaps. A 

main objective is the improvement of childcare facilities in order to reduce the quantitative and qualita

tive deficits in this field. Mainstreaming of equal opportunities in the context of adaptability should re

ceive more attention as women are more strongly affected by negative consequences of more flexible work

ing conditions such as involuntary parttime work. 

ESF: The 1999 NAP indicates that more than half of the ESF contributions are used for measures for the 

integration of unemployed persons into the labour market. Special reference is given to long term unem

ployed, young persons, and equal opportunities for women and men. 

Indicators and statistics: The monitoring systems in the area of the European targets have been adapted 

to the common standards and a new indicator for the activation rate has been developed. 
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I. The employment situation 

Economic development in Austria was favourable in 1998. 

GDP grew by about 3.3 % and productivity by 2.5 %. 

The employment rate increased slightly from 69.9 to 71.1 %; 

the full time equivalent rate, one of the highest in Europe, 

is around 65 %. While the share of employment in ser

vices in the total working age population has increased 

over time, the level of 44.4 % compared to the highest 

levels in the EU around 50 % indicates that there is still 

a substantial potential for higher employment. Similarly, 

the gap between male and female employment is around 

26 % and points to a major unused labour capacity which 

will gain importance given the future demographic trends. 

Whereas the labour market opportunities for youth 

improved, the low employment rate of the older workers 

is still one of the most challenging problems. Currently 

only 55 % of men in the age bracket 5064, and 32 % 

of women are in employment (average employment rate: 

43 %). Other groups with increasing difficulties in inte

grating in the labour market are people with disabilities 

and unemployed women with care duties. 

As labour force growth outpaced employment growth, 

the unemployment rate rose from 4.4 % to 4.7 %. Fe

male unemployment (5.6 %) is still above male unem

ployment (3.9 %). According to the latest information, 

in 1999 unemployment has started to decline while em

ployment growth continued. Austria enjoys one of the 

lowest youth unemployment ratios (3.8 %), and also a 

low longterm unemployment rate (1.6 %). 

In 1998, the overall budget for labour market policy 

amounted to 1.7 % of GDP, one of the lowest rates in 

the EU. Passive policies still account for almost three

quarters of public spending on the labour market. 
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2. Implementation of the 1998 NAP 

The main priority of the NAP was given to the employ

ability pillar, especially to the European targets. These 

objectives have been integrated into the overall labour 

market policy strategy, mainly implemented by the Pub

lic Employment Service (AMS). Implementation has been 

undertaken in a satisfactory way: the rates of noncom

pliance of guidelines 1 and 2 (i.e. the share of the unem

ployed who cross the 6 or 12 month threshold without 

being offered a job or employability measure) are reported 

as being under 5 %. The activation rate of guideline 3 

(13.7 %) was not increased compared to 1997 but in the 

first half of 1999, participation in active labour market 

measures increased significantly. There are still huge 

regional differences in the activation rate ranging from 

8.7 % (Vienna) to 20.7 % (Upper Austria). 
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The NAP 1998 contained a broad variety of measures 
in the area of the entrepreneurship pillar to promote 
start-ups of new businesses and to reduce administra
tive barriers for employment. The problem of high non-
wage labour costs has not been tackled except for new 
businesses. 

A main objective in the field of adaptability has been 
the adoption of working time regulations, allowing for 
better coordination of plants' running hours and em
ployees' working time. 

Policies concerning the equal opportunities pillar, in
cluding mainstreaming, have been expressed as a main 
priority for the Austrian government. The activation rate 
of women has been higher than for men (15.6 % vs. 
12.0 %). About 44 million euro have been spent for 
additional childcare facilities, creating 18,800 places for 
children. However, the policy undertaken in 1998 did 
not sufficiently counteract the effects of the parental 
leave reduction resulting in an increase of the number 
of 'hard-to-place' unemployed women. 

3. Revision of NAP in 1999 

The 1999 NAP highlights two main priorities: adapta
tion to the new guidelines and reversing the trend of 
unemployment. The overall budget for active labour 
market policy has been expanded by 36 % (about one 
third of that additional money coming from the acti
vation of passive resources). Among the new measures 
the following are especially relevant: the 'NEW START' 
programme, the qualification for new technologies, the 
massive expansion of subsidised employment for long-
term unemployed persons and the tax reform. 

The goal of combating rising unemployment among old
er people (GL 4) is stated and the NAP incorporates a 
social partners"Pact for older workers'. 

In the area of lifelong learning (GL 6) more concrete 
targets have been set. It is intended to expand the par
ticipation rate of unqualified people from 5.2 % to the 
participation rate of medium-qualified people (8.0 %). 
It is planned to spend 45 million euro on the further
ing of lifelong learning in the area of labour market pol
icy. However, the overall strategy of strengthening life
long learning has not taken on more concrete forms. 

There are clear indications that migrant workers with
out Austrian citizenship, accounting for 8 % of total, 
but for 19 % of blue collar workers' employment, are 
among the most disadvantaged groups on the Austrian 
labour market (GL 9). Although about two thirds of 

these foreign workers have been resident for more than 
five years, this group is not targeted by specific mea
sures, and indeed it is not mentioned in the NAP. 

' NEW START', a programme for funding innovative pro
jects creating new jobs in the social, environmental, and 
cultural sector, where the market is not working efficiently 
at present, is a new approach (GL 12). As regards job cre
ation at the local level, good practice in the context of 
the EU Territorial Employment Pacts has been intro
duced into the mainstream at regional and local level. In 
addition to the existing EU Territorial Employment Pacts 
(Salzburg, Tyrol, Vienna, and Vorarlberg), new TEPs have 
been established in Carinthia and in Upper Austria, and 
that for Vienna has been expanded. 

Several minor measures are proposed to increase em
ployment in business-related services (GL 13). 

The Government proposal for the Tax Reform 2000 
contains a series of initiatives aimed at promoting em
ployment and encourages investment in human resources. 
With the aim of reducing taxation on employed labour, 
the tax rate for the wage and income tax will be re
duced from the 1st January 2000. This reduction, which 
will amount to 1.24 bn euro, or 0.6 % of GDP, is ex
pected to benefit in particular low and middle income 
recipients. The tax reform will also be relevant for the 
purpose of encouraging the setting up of new business 
and self-employment (GL 10 and 11), by means of sev
eral tax rebates. 

Gender mainstreaming (GL 19) has been further de
veloped. The quantitative targets are specified by gen
der; the target of an increase of women's participation 
in employment is made more explicit. 

The NAP specifies a (maximum) budget for the devel
opment of childcare facilities (GL 21) of 98.1 million 
euro to close the existing quantitative and qualitative gaps. 

The Social Partners are participating in the NAP poli
cy, contributing especially to the implementation of the 
adaptability pillar, GLs 4 and 7. 

4. The role of Structural Funds 
in underpinning the Employment Strategy 

The NAP strategy was in general underpinned by the 
main objectives of the ESF. The ESF contribution to 
the Austrian ALMP amounts to 104.1 million euro or 
16 % of the spending for ALMP (AMS budget plus 
NAP). The priorities of the European Employment Strat
egy coincide with the target groups of the Austrian ESF 
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programmes. Objectives 3 and 4, in particular, cover 
virtually all the NAP priorities. The long-term unem
ployed, young persons, and equal opportunities for men 
and women are explicitly mentioned. 

The 1999 NAP makes some specific references to the 
areas where ESF contributions are used, but there are 
overlaps among the categories of measures. More than 
half of the contributions is planned for measures fo
cused on the individual, which are aimed at integrating 
unemployed persons into the labour market. Other poli
cies to which ESF resources specifically contribute are 
measures in favour of disabled persons, the integration 
of long-term unemployed persons, the support in case 
of the risk of unemployment, equal opportunities for 
women and men, and the support for young people. 

most one quarter of total unemployment. The intro
duction of flexible working time models in the con
struction sector has as yet shown only minor effects in 
the reduction of seasonal unemployment. Little infor
mation is available as to fostering in-firm training out
side the ESF programmes (Objective 4). 

The NAP has given more emphasis to equal opportu
nities for women and men, also introducing the policy 
of mainstreaming in employment policy. Partly because 
of revision of the parental leave regulation, the situation 
of 'hard-to-place' unemployed women has become more 
visible. However, the qualitative mix — i.e., the pro
portion of qualification measures as compared to guid
ance and counselling — in favour of women should be 
closely monitored. 

5. Outcome assessment 

Against a background of rising unemployment, the NAP 
has induced a broad public debate on the ways to im
prove employment policy. The output indicators for GLs 
1 and 2 show some progress towards the target of halv
ing the inflow rate into LTU by the year 2002. In 1998, 
the inflow rate was 8.3 % for young unemployed at 6 
months, and 5.4 % for adults at 12 months. The pri
ority for pro-active policies to combat the rising prob
lems on the apprentices' labour market has led to fair
ly successful outcomes in reducing unemployment of 
apprentices. 

A major problem on the labour market concerns the 
employment of older people, reflecting partly the defi
ciencies in lifelong learning and the traditional policy 
towards early retirement. New working time models for 
older workers have been proposed, which need to be 
particularly monitored as to their impact on low-paid 
blue collar workers approaching retirement. The pen
sion reform had the aim of reversing the trend towards 
increasingly early withdrawal from the labour market, 
and results are expected over the medium and long term. 

Institutional reforms have brought in major changes in 
the policy for disabled persons. An important objective 
is to combat exclusion by integration in preventive mea
sures, and an innovative measure {'Arbeitsassistenz) has 
been introduced which provides individualised support 
to disabled persons in their workplaces. However, giv
en the significantly rising number of older disabled work
ers additional funds will be needed to ensure the con
tinuity of the new activation approach. 

Seasonal unemployment is still very high in Austria; 
Temporary seasonal layoff unemployment amounts to al-
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EMPLOYMENT INDICATORS 

Total Employment Rate 
Males 
Females 
Full-time eq. Employment rate 
Males 
Females 
UNEMPLOYMENT INDICATORS 

Total Unemployment Rate 
Males 
Females 
Youth Unemployment Ratio 
Males 
Females 
Long-term Unemployment Rate 
Males 
Females 

ANNUAL DATA 

1998 1997 1996 1994 

70.1 
80.7 
59.6 
65.0 
79.5 
50.8 

4.7 
3.9 
5.6 
3.8 
3.2 
4.5 
1.6 
1.5 
1.8 

69.9 
80.4 
59.4 
65.2 
79.4 
51.1 

4.4 
3.6 
5.3 
3.9 
3.4 
4.4 
1.5 
1.4 
1.5 

69.8 
80.1 
59.5 
65.1 
79.3 
51.0 

4.3 
3.6 
5.3 
3.7 
3.2 
4.2 
1.4 
1.2 
1.5 

70.5 
80.9 
60.2 
66.5 
81.0 
52.1 

3.8 
3.0 
4.9 
3.4 
2.8 
4.0 
1.2 
1.0 
1.5 

EU 

1998 

61.1 
71.2 
51.1 
55.7 
70.8 
40.7 

9.9 
8.6 

11.7 
9.3 
9.2 
9.3 
5.0 
4.2 
6.0 

EMPLOYMENT RELATED ECONOMIC INDICATORS 

Total Employment Growth 
Real GDP Growth 
Labour Productivity Growth 
Real Unit Labour Costs 

GROWTH RATES 

1998 1997 1996 1994-98 

0.5 
3.3 
2.8 

-1.4 

0.2 
2.5 
2.3 

-2.9 

-1.3 
2.0 
3.3 

-2.4 

0.0 
2.4 
2.4 

-1.9 

EU 

1998 

1.2 
2.9 
1.7 

-1.2 
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PORTUGAL 

Summary 

In 1998 the Portuguese economy continued to benefit from a cycle of expansion, as a result of which the 
employment rate increased again, reaching 68.9 % in total, and 59.9 % for women, and unemployment 
fell to 4.9 %, one of the lowest rates in the EU. Significantly, long-term unemployment decreased sharply 
to 1.9 % of the labour force. 

However, good employment performance indicators hide structural weaknesses which can jeopardise the fu
ture qualitative development of the labour force, and its ability to withstand future shocks such as the low 
average levels of education, the poor quality of many jobs being offered on the labour market, and the in
adequacy of segments of the education system to hbour market needs. Aho, there is further potential for de
veloping the service sectors, with employment levels well below the EU average. 

The 1999 National Action Plan clearly recognises the need to address these deficiencies and is structured 
in a more coherent way than in 1998. All the pillars are addressed, but efforts have been clearly concen
trated on Pillar I. The social partners agreed with the assessment and revision of the NAP, but no new 
initiatives are presented concerning the increase of possibilities for lifelong learning (GL6) and the mod
ernisation of work organisation (GLI6). 

Employability: progress has been made in preventing youth and adult long-term unemployment through 
the setting up of new methods for supporting unemployed people as well as the creation of qualification 
pathways. In the preselected areas that cover 30 % of the active population, most of the registered unem
ployed were given an employment offer. However, more progress is still required to cut inflows into long-
term unemployment Despite the lowest level of education in the EU, the NAP lacks a strategic approach 
to lifelong learning, even if a target is set for training among the working population (10 % within a 
five year period). New measures are phnned in 1999 to maintain older workers in the labour market, 
by discouraging early retirement. 

Entrepreneurship: the employment potential of the service sector of more than 900,000 jobs, needs fur
ther attention. 

Adaptability: as for the updating of the labour legislative framework, an important step was taken with 
the modifications introduced in the legislation concerning part-time work and temporary work. Portugal 
also plans to establish fiscal support for in-house training. 

Equal opportunities: new effective measures are needed to address the gender gap of more than 600,000 
jobs. Concerning gender mainstreaming, efforts are being made to integ~ate the equality objective into the 
different pillars of the NAP and a new specific monitoring system will be implemented. 

ESF: In 1998 there was a significant increase of financial resources with ESF support, mainly in measures 
related to vocational training for the unemployed. 

Indicators: On the great majority of the guidelines progress was achieved in the development of indicators. 
Budgetary information is available covering the first three pillars. 

I. T h e e m p l o y m e n t Situation est increases in the Union, pushing the employment 
rate up from 67.5 % in 1997 to 68.9 % in 1998, well 

As a result of steady and vigorous GDP growth, dri- a b o v e t n e E U a v e r a g e (61.1 %). At 60 %, the female 
ven by private investment and consumption, the Por- employment rate is one of the highest in the EU. Al-
tuguese employment situation continued to improve so for older people, Portugal has high levels of em
in 1998. Employment grew by 2.5 %, one of the high- ployment. 
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The unemployment rate went down from 6.8 % in 1997 

to 4.9 % in 1998, and is among the lowest in the EU. 

The reduction benefited both women (from 7.7 % to 

6.1 %) and men (from 6 % to 3.9 %). The youth un

employment ratio has fallen from 6.7 % to 5.1 %, 

whereas long term unemployment, traditionally one of 

the major concerns in the Portuguese employment sit

uation, decreased markedly from 3.5 % to 1.9 % of the 

labour force. 

The Portuguese Government is committed to increase 

employment by 0.7 % and to keep unemployment un

der 5 % in 1999. 

In spite of this positive evolution, some serious struc

tural problems remain: low levels of education and qual

ifications among the workforce, particularly in the mid

dle and older age groups, poor quality of many jobs be

ing offered on the labour market, inadequate match be

tween some segments of the education system and labour 

market needs, and a largely undeveloped service sector, 

with employment levels well below the European Union 

average. These problems may hamper the future devel

opment of the labour force and the competitiveness of 

the economy, and make the employment situation par

ticularly vulnerable in respect to external shocks. 

In Portugal, expenditure in labour market policies rep

resented 1.78 % of GDP in 1996, half of which on the 

account of active measures. This high active share is due 

to the relatively low coverage of the unemployment ben

efit system. 
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2. Implementation of the 1998 NAP 

Al the pillars are covered, but the implementation re

port emphasises pillar I. Less information is presented 

on pillars III and IV. 

On employability, the programmes dealing with un

employed young persons (INSERJOVEM  GLI) and 

unemployed adults (REAGE  GL 2) came into force 

on the 1st of July 1998, in preselected pilot areas cov

ering 30 % of the Portuguese active population. The 

results are significant. Among the first cohort of young 

unemployed covered by the new programme, only 5.8 % 

did not have an employment offer or a new start (guid

ance, training, professional practice). For the unemployed 

adults, this figure is 1.8 %. Measures aimed at enhancing 

lifelong learning and at easing the transition from school 

to work are being developed. 

As for entrepreneurship, a specific programme of re

gional industrial displacement was launched and the im

plementation of regional networks and territorial cm
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ployment pacts was consolidated. In terms of adapt
ability, a proposal for a law regulating part time work 
was presented to the Parliament during 1998 and ap
proved in July 1999. The SME Training Programme 
was extended after the conclusion of the pilot stage. An 
Employment-Training Rotation Programme, aimed at 
supporting companies that need to recruit temporary 
workers to replace workers on training, was approved. 

With a gender gap of more than 600,000 jobs some 
improvements have been introduced in equal opportu
nities policies. An observatory to monitor equal oppor
tunities in labour collective regulation instruments start
ed its activity. A draft law concerning the framework 
agreement on parental leave was presented to the Par
liament, and approved in July 1999. 

The social partners participated in the assessment and 
revision of the NAP. 

On the majority of the guidelines progress was achieved 
in the development of input and output indicators, al
lowing thus an evaluation of the achieved outcomes. 
However, for some guidelines there are still no data. 

Budgetary information is available covering all four Pil
lars but only part of the guidelines. 

3. Revision of the NAP in 1999 

Concerning the prevention of youth and adult long-
term unemployment (improving employability) the ter
ritorial approach will continue to be implemented in 
order to cover 75 % of the Portuguese population at 
the end of 1999. The REAGE initiative will be enlarged 
until the end of 2002, allowing all the LTU stock (not 
only the flow) to benefit from activation measures in 
the framework of a personal employment plan. Occu
pational programmes should be reformulated in order 
to provide better qualifying capacity. As regards the new 
GL 4, a new flexible regime will enter into force grant
ing a bonus to those who request retirement after 65 
years of age and reducing the pension in the case of ear
ly retirement, but new specific measures concerning ben
efit and tax systems incentives for the unemployed peo
ple or inactive people to seek and take up work are not 
contemplated. On the enlarged GL 9, specific targets 
are established. 

Concerning entrepreneurship the 1999 NAP revision is 
not very ambitious: in relation to job creation schemes, 
no specific commitments are established beyond a gen
eral support to the cultural sector. Despite a real em
ployment potential in the service sector (estimated at 

about 900,000 jobs in relation to the best performing 
countries of the EU), the NAP99 does not envisage spe
cific policies or reforms, beyond one pilot project. How
ever, the 1999 State budget adopts new tax incentives 
to SME and new fiscal measures supporting the creation 
of employment for young people. 

Under adaptability there is a commitment to strength
en human resources through a reduction on the Single 
Social Tax for firms having more than 10 % of their 
workers participating in training. 

As regards equal opportunities gender mainstreaming is 
considered and some innovations are observed: a system 
for data collection, monitoring of equal opportunities 
and job creation incentives addressed to professions where 
women are underrepresented. The hiring of unemployed 
people for replacing workers on parental leave is now 
being envisaged. 

The NAP also considers some transversal issues such as: 
the exploitation of the new possibilities arising from the 
information and communication technologies in accor
dance with the Portuguese green paper on the infor
mation society; the integration of environmental issues 
in the national employment strategy; the creation of em
ployment in the cultural sector; the fight against unde
clared work. 

4. The role of Structural Funds 
in underpinning the Employment Strategy 

The 1994-1999 Portuguese CSF is the NAP's main 
source of financing. The total ESF contribution repre
sents approximately 0.78 % of Portuguese GDP. The 
majority of NAP policies were not budgeted in the 1998 
NAP. This year, financial grids are annexed to the im
plementation report and national and structural funds 
(ESF and ERDF) allocations are presented. 

NAP budget resources for active employment policies in 
1999 are set at about 1082 MEuro. Initial qualification 
programmes absorb the biggest part of the funds. ESF 
support is especially important in apprenticeship (60.8 
Mio euro), initial qualification (54.4 Mio euro) and sec
torial training for the unemployed (54.9 Mio euro). 

Moreover community assistance is relevant for policies 
on lifelong learning (training 228.2 MEuro), disadvan
taged groups (28.3 Mio euro) and job creation (25.8 
Mio euro). ERDF supports education and transition 
from school to work (5.4 Mio euro). 
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5. Outcome assessment 

The National Development Report includes relevant in
formation on the NAP implementation during 1998, 
including indicators, allowing an adequate evaluation of 
the outcomes achieved. Nevertheless, in what concerns 
a substantial part of the guidelines it is still premature 
to evaluate the real impact of the adopted measures. 

Under employability, the results of the new preventive 
policies under guidelines 1 and 2 are encouraging. How
ever, the inflows into LTU of young and adult unem
ployed were 17.3 % and 15.9 % respectively, suggest
ing there is still room for improvement. In addition, 
the high rates of no response to the PES convocations 
call for close monitoring and evaluation in order to im
prove the overall efficiency of the new programmes. 

The number of unemployed persons who were offered 
vocational training and the number of beneficiaries of 
the apprenticeship system exceeded the objectives set in 
the 1998 NAP. The targets set for traineeships as well 
as for the number of young people in vocational train
ing were also exceeded in 1998. 

On entrepreneurship particular reference should be 
made to the achievement of the objective of reducing 
to 20 days the length of time for setting up new com
panies. 

Some important measures proposed by the Government 
in 1998 were approved by the Parliament in July 1999, 
concerning adaptability. This is the case of the measure 
that will allow new part-time workers to keep part of 
the unemployment subsidy. New contents linked to train
ing and modernisation of work organisation have been 
introduced in collective bargaining following the 1998 
joint statement by social partners. Social partners have 
been involved in the preparation of the measures re
cently approved by the Parliament. However, in gener
al, the initiatives of social partners seem to be scarce. 
In the field of lifelong learning, where Portugal has to 
undertake a great effort to address the current skills gap, 
it is doubtful whether State-promoted initiatives will be 
enough to reach the nationally defined target without 
much more decisive action directly taken by the social 

partners. In the field of modernisation of work organi
sation, more action based on social partnership is nec
essary in order to increase the still low level of labour 
productivity in the economy. 

Under the equal opportunities pillar, the expansion of 
the pre-school network is a very important step in or
der to conciliate professional and family life. 
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EMPLOYMENT INDICATORS 

Total Employment Rate 
Males 
Females 
Full-time eq. Employment rate 
Males 
Females 

UNEMPLOYMENT INDICATORS 

Total Unemployment Rate 
Males 
Females 
Youth Unemployment Ratio 
Males 
Females 
Long-term Unemployment Rate 
Males 
Females 

ANNUAL DATA 

1998 1997 1996 1994 

68.9 
78.3 
59.9 
64.9 
77.9 
52.5 

4.9 
3.9 
6.1 
5.1 
4.3 
5.9 
1.9 
1.6 
2.4 

67.5 
77.2 
58.6 
64.8 
78.5 
52.1 

6.8 
6 

7.7 
6.7 
5.8 
7.6 
3.5 
3.0 
4.1 

66 
75.8 
56.9 
63.9 
77.8 
50.9 

7.3 
6.5 
8.3 
7.2 
6.7 
7.6 
3.6 
3.1 
4.3 

65.8 
76.7 
55.8 
63.6 
78.5 
49.9 

7.0 
6.1 
8.0 
6.8 
6.6 
7.0 
2.8 
2.4 
3.3 

EU 

1998 

61.1 
71.2 
51.1 
55.7 
70.8 
40.7 

9.9 
8.6 

11.7 
9.3 
9.2 
9.3 
5.0 
4.2 
6.0 

EMPLOYMENT RELATED ECONOMIC INDICATORS 

Total Employment Growth 
Real GDP Growth 
Labour Productivity Growth 
Real Unit Labour Costs 

GROWTH RATES 

1998 1997 1996 1994-98 

2.5 
4.0 
1.5 

-0.6 

1.9 
3.1 
1.2 

-1.4 

0.7 
3.2 
2.5 
0.8 

1.1 
3.5 
2.3 

-0.3 

EU 

1998 

1.2 
2.9 
1.7 

-1.2 
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FINLAND 

Summary 

Finland has overcome the worst economic crisis in its recent history and achieved strong employment growth 
and a considerable reduction of its overall unemployment rate over the last four years. The total employ
ment rate reached 65.1 % in 1998, and the Finnish objective is to reach 70 % within four years The 
employment rate for women, especially in the prime age gvups, is well above the EU average. Despite this 
strong performance, the fall in unemployment is slowing down, reaching 11.4 % in 1998, 1.5 percentage 
points higher than the EU average, and long-term unemployment still amounted to 3-6 % of the labour 
force in 1998. The employment rates of people over 50 years (55-2 % for men and 50.6 % for women) 
are clearly lower than those of prime-age workers (although above the EU average) and unemployment 
among young people, at more than 11 % in 1998, is one of the highest in the Union. 

Other key challenges include the high fiscal pressure on labour, and the need for reform of the tax-benefit 
system so as to increase the incentives for taking up work. 

The NAP reflects the strong will of the Government to continue improving employment equally for women 
and men. Finland has presented a coherent and comprehensive action plan elaborated on the basis of part
nership between the social partners and other actors. 

Employability: The Finnish labour market policy reform has contributed to reduce the inflow into long-
term unemployment both for the young and the adult jobseekers. The priority is to improve the employ-
ability of the most difficult groups by reforming taxation and social welfare systems as well as by improv
ing the PES and educational policies. In 1999 emphasis is on reducing long-term unemployment and on 
preventing bottlenecks. Finland compares well with the other Member States regarding lifelong learning. 
While concrete targets are not set, a clear strategy for lifelong learning is presented. 

Entrepreneurship: The NAP focuses on reducing the administrative burden on businesses and on job cre
ation. In the service sector, the employment gap, when compared with the three best performing countries, 
corresponds to approximately 320,000 people. To boost the employment potential of the service sector, mea
sures to develop private services, public and welfare services and the information society are introduced. 
Public R&D investment will increasingly be channelled into the service sector To reduce the tax burden, 
the earned income tax has been cut by 2 % of GDP, and will continue with an emphasis on low-income 
earners. In addition, a target is set to cut labour taxes by 1.5 % of GDP. 

Adaptability: Work organisation is modernised through, inter alia, the National Workplace Development 
Programme, which will be extended. The social partners have committed themselves to further negotiations 
and are involved in several schemes to develop lifelong learning and to encourage the ageing work force 
to stay in work longer. Further steps should however be taken and incentives developed to keep older work
ers in the labour force. 

Equal opportunities: Even //"gender mainstreaming had a slow start, this approach and the equality pil
lar have been reinforced in the 1999 NAP. The Government will, as a rule, accompany new legislation 
with an assessment of its effects on gender equality. The gender gap between women and men, corre
sponding to 100,000 jobs, is one of the lowest in EU, but the labour market is highly segregated. 

ESF resources are used to underpin the implementation of the Employment Guidelines and can be explic
itly found in the NAP. The ESF is used as an innovative tool. 

Budgetary allocations can be found, but not systematically for 1999. Indicators are provided for the three 
first guidelines, but should be further developed for the others too. 
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I. The employment situation 

Real GDP growth in 1998 was 5.6 % which is nearly 

double the average for the entire Euro area. This posi

tive development has led to an increase in the employ

ment rate from 63.8 % in 1997 to 65.1 % in 1998. A 

considerable growth in domestic demand as well as in 

some export sectors (e.g. electronics) is expected in the 

coming years. The government has set a goal to reach 

an employment rate close to 70 % within four years. 

The public sector has traditionally been a strong provider 

of jobs in Finland. Due to consolidation in public bud

get, there have been cuts in municipal services, and es

pecially women's jobs in the health and social services 

can be under threat. Job creation continues to be strong 

in the private sector. The relatively high labour market 

participation of both women and men in the age groups 

2550 is in sharp contrast with the low employment 

rate of the 5064 age group, where the employment rate 

for men was 55.2 % and merely 50.6 % for women in 

1998. The total unemployment rate has come down 

from 16.6 % (1994) to 11.4 % (1998). This is a re

markable achievement, but the unemployment rate is 

still higher than the EU average. The unemployment 

rates for women and men have improved evenly. The 

demand in the labour market is focusing on the young 

labour force that has the needed skills. Nevertheless, 

youth unemployment ratio (11.2 %) is one of the high

est in Europe. 

Public labour market expenditure was 4 % of GDP in 

1998, of which 30 % was used for active labour mar

ket policies. The expenditure for both total and active 

labour market policies decreased somewhat since 1997, 

due to an improved labour market situation. 

Finland 
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2. Implementation Of the I 9 9 8 NAP views for all registered jobseekers. Active measures cov

ered 30.4 % of the unemployed jobseekers in 1998 

The labour market reform constituted probably the most w i t h a s t r o n g e m p h a s i s on training measures, 

important element in the 1998 NAP. The main objec

tive is to improve the functioning of the labour market The NAP includes an ample collection of initiatives related 

and to prevent exclusion. To improve employability the to lifelong learning, but most of them concern the 

reform introduced jobsearch plans and regular inter employed labour force. The aim of the 'National Pro
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gramme for Ageing Workers' is to encourage ageing work
ers to stay longer at work. For the young, 30 % of the 
vocational training included practical training in 1998. 

To ensure balanced economic growth and to increase 
employment, Finland introduced a national 'Guideline' 
to prevent recruiting problems. To meet the growing demand 
for highly trained personnel in electronics and informa
tion technology, an extensive training programme was 
launched in 1998. The volume of training will be increased 
by 30 %, mainly in the universities and polytechnics. 

To boost entrepreneurship several steps have been tak
en to remove obstacles and to promote the establish
ment of new companies. A fundamental problem has 
been the high level of taxation. The recent cuts in the 
income tax, equivalent to 2 % of the GDP, have been 
funded partly by shifting the focus in the direction of 
environmental and energy taxes. Employers' social se
curity contributions have been reduced by 0.7 % and 
directed to smaller companies. According to the NAP, 
Finland invested almost 3 % of GDP to R & D, with 
approximately one third coming from public funding. 
This is one of the highest in the EU. 

D 

Under adaptability, the Government and the Social Part
ners made some progress. The incomes settlement for 
1998-99 includes an element of wage moderation and 
a promise to cut income taxes for employees and pay
roll taxes for employers. The agreement has provided 
several interesting 'offshoots', and the social partners 
consider this cooperation useful. To increase flexible 
arrangements for working hours, the social partners ex
ploited the freedom now granted by the legislation. Per
sonnel training has been developed by initiatives pro
posed by a tripartite working group. 

labour market measures will be used to prevent and re
duce long-term unemployment, especially targeting men 
under risk of exclusion. The need for reform of social 
security and service fees, in order to create incentives 
for seeking work, is now recognised and is expected to 
materialise into concrete measures. To prevent recruit
ment problems, the government and the social partners 
have agreed to link education and training better to cor
respond to the anticipated labour market changes. The 
present high volume of training will not be increased 
within the next few years, but will be focused on adults, 
with particular attention on providing them with IT 
skills. The government has a comprehensive strategy for 
life-long learning, which seeks to improve the already 
high levels of participation in education, but the NAP 
does not set clearly a target for lifelong learning. 

New legislation will help people with disabilities to get 
vocational rehabilitation, and encourage them to seek 
employment. Moreover, from May 1999 integration plans 
for all unemployed immigrants will be drawn up. 

Under entrepreneurship, the NAP proposes continued 
measures to ease the administrative burden of business
es and to encourage self-employment. The overall in
vestment in R & D remains at least at its current lev
el and will be increasingly channelled into the service 
sector. Expertise will be supported by investment in in
novations. The NAP also contains initiatives to devel
op private services, public and welfare services and the 
information society. To reduce the overall tax burden, 
the Government is committed to continue cutting the 
income tax and social security contributions, with an 
emphasis on low-income earners. In addition, there are 
plans to gradually reduce taxes on labour by euro 1.8 
billion (1.5 % of GDP). 

Under equal opportunities, a project to mainstream equal
ity to all government proposals was initiated, but made 
little progress due to lack of resources. However, the so
cial partners initiated an 'equal work community' pro
ject, which aims at devising indicators and methods to 
assess real equality in the working community. 

To increase adaptability, special attention is paid to en
couraging people to stay longer at work. Translated in
to action this means that several schemes will be fund
ed for research and development of the workplace. The 
social partners have committed themselves to partici
pate. 

3. Revision of the NAP in 1999 

The 1999 NAP is based on the new Government Pro
gramme approved in April 1999. The emphasis is on 
improving employment, which again calls for ensuring 
steady economic growth. The goal is to reach an em
ployment rate of close to 70 % within four years. 

Under employability, the individualised service model 
will come in force in full by the end of 1999. Active 

As to mainstreaming equal opportunities, the Govern
ment is adopting a practice whereby new legislation is 
always accompanied by an assessment of its effects on 
gender equality. Moreover, equality indicators and sta
tistical methods are being developed. Finland has made 
considerable effort to enable women to enter the labour 
market, in particular every child has a right to child care 
which is supported by public budgets. However, the 
labour market is segregated and measures to break this 
segregation are limited in the NAP. The possibilities to 
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guarantee fathers a right to one-month parental leave, 
and to take parental leave on a part-time basis, are un
der examination. The gender mainstreaming approach 
has been applied through all pillars, supported by a sta
tistical breakdown whenever possible. The Equality Om
budsman has been actively involved. 

The NAP 1999 contains a separate section on the bud
getary effects with detailed information on how the ESF 
is supporting the NAP. Exact budget figures can be 
found at pillar level, but also under many guidelines 
and measures. A precise definition of the indicators used 
under GL 1-3 can be found in an annex, but indica
tors are scarce elsewhere. 

4. The role of the Structural Funds 
in underpinning the Employment Strategy 

The structural funds play an important role in the im
plementation of the NAP. A total of 603 Mio euro will 
be used to implement the ESF programmes in Finland 
during 1995-1999 (equalling approximately 13 % of all 
resources used for active labour market policies). The 
ESF resources are used to underpin the implementation 
of most guidelines and can be explicitly found in the 
NAP. The 1999 NAP takes account of ESF action un
der individual Guidelines, including the new GLs. The 
ESF is used as an innovative tool to improve and shape 
the labour market policies and is presented as an im
portant complementary element in the NAP. The con
tribution from rhe other structural funds is not avail
able in the NAP. 

the impact of the measures, attention is now focused 
on improving the quality of the labour market services 
and on the composition of active measures. Consider
ing the problems of the hard core of long-term unem
ployed, special emphasis should be given to assessing the 
efficiency of measures combining training and employ
ment. 

As regards the programme for Ageing Workers, positive 
results could be reported in the Spring of 1999: for the 
first time since 1993 the employment rate of the 50-59 
age group improved. 

To allow for a thorough evaluation of the outcome in 
the entrepreneurship and adaptability pillars, concrete 
targets and indicators should be further developed. Gen
der mainstreaming is not proceeding as fast as expected 
in the 1998 NAP. Finland is one of the benchmark 
countries in terms of women's employment rate, but the 
occupational segregation is one of the highest in the 
Union. This requires a careful assessment on the trade
off between high employment rates and the provision 
of jobs for women who are mainly in the public sector 
and services. 

5. Outcome assessment 

In a context of strong economic growth and increased 
labour demand, ongoing labour market reform has con
tributed to shorter unemployment spells among the young 
and the long-term unemployed. According to the in
flow and outflow data provided in the Finnish Nation
al Action Plan, the inflows into long-term unemploy
ment have been reduced for the young from 9.6 % in 
1997 to 9.1 % in 1998, and for the adults from 15.4 % 
in 1997 to 11.6 % in 1998. However, unemployment 
is still high and there is a hard-core of unemployed of 
about 170,000 people (especially older workers), repre
senting about 7 % of the work force. Further efforts are 
therefore necessary to improve their employment op
portunities. 

The efficiency of active measures for getting the unem
ployed persons back to work, is under scrutiny. On av
erage, 44.6 % of those who participated in active mea
sures were unemployed after 3 months. To strengthen 
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EMPLOYMENT INDICATORS 

Total Employment Rate 
Males 
Females 
Full-time eq. Employment rate 
Males 
Females 
UNEMPLOYMENT INDICATORS 

Total Unemployment Rate 
Males 
Females 
Youth Unemployment Ratio 
Males 
Females 
Long-term Unemployment Rate 
Males 
Females 

ANNUAL DATA 

1998 1997 1996 1994 

65,1 
68,2 
62,0 
61,5 
68,2 
54,7 

11,4 
10,8 
12,0 
11,2 
11,3 
11,1 
3,6 
4,2 
3,1 

63,8 
66,9 
60,7 
60,5 
67,1 
53,9 

13,1 
12,6 
13,7 
11,6 
12,2 
11,1 
4,4 
4,6 
4,1 

62,4 
64,6 
60,2 
58,7 
63,9 
53,4 

15,3 
14,9 
15,8 
12,1 
13,3 
10,8 
5,1 
5,6 
4,5 

61,2 
62,9 
59,6 
57,3 
62,0 
52,6 

16,6 
18,1 
14,9 
15,6 
17,5 
13,7 
5,5 
6,3 
4,6 

EU 

1998 

61,1 
71,2 
51,1 
55,7 
70,8 
40,7 

9,9 
8,6 

11,7 
9,3 
9,2 
9,3 
5,0 
4,2 
6,0 

EMPLOYMENT RELATED ECONOMIC INDICATORS 

Total Employment Growth 
Real GDP Growth 
Labour Productivity Growth 
Real Unit Labour Costs 

GROWTH RATES 

1998 1997 1996 1994-98 

2,4 
4,9 
2.5 
0,3 

2,7 
5,6 
3,0 

-2,5 

1,4 
4,1 
2,9 

-1,6 

2,2 
4,7 
2,7 

-1,1 

EU 

1998 

1,2 
2,9 
1,7 

-1,2 
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SWEDEN 

Summary 

The overall recovery of the Swedish economy spurred by a GDP growth of almost 3 % in 1998 has led 

to an improvement of the labour market in terms o f a higher employment rate, reaching 70.3 % last year 

and a fall in unemployment to 8.2 % for the same year. The youth unemployment ratio fell by almost 2 

percentage points and stands at 7.5 %■ The rate of longterm unemployment has fallen, in particular among 

women and young people. The inflow into LTU, which amounts to 7 % for young and below 10 % for 

adult, is low in comparison with other Member States. The gender gap in employment widened slightly, 

but remains one of the narrowest in Europe. 

The Swedish NAP, which is a coherent and comprehensive action plan, contains ambitious objectives and 

targets (a reduction of unemployment to 4 per cent by 2000, an employment rate of 80 per cent and a re

duction of the number of people on benefits with 20 per cent by 2004). Considering the relatively large 

number of unemployed and participants in labour market programmes taken together, strong employment 

growth is needed for several years if Sweden is to reach the targets. Given some early signs of bottlenecks, 

the matching process in the labour market needs to be secured through flexibility in training. 

Employability: The labour market policy is well in line with the strategy with the main focus on increas

ing the education level and putting more emphasis on vocational training. Targets are set for lifelong learn

ing, but only partially. To reduce the stock of long term unemployed a substantial tax reduction is intro

duced for employers who hire people that have been registered with the PES for a long time. Reforms geared 

towards an improved incentive structure of the tax and benefit systems are under preparation. 

Entrepreneurship: The employment rate in the service sector is high in Sweden and exceeds the EU aver

age. Steps have been taken to reduce the administrative burden for SMEs. A tax reform, reducing income 

taxes with an emphasis on low and middle income earners, is under preparation. 

Adaptability: The government has hunched an initiative, built on the agreement reached last year between 

the government and the social partners, to upgrade the skills of all employees. This is regarded by the so

cial partners as an important step towards consolidation a lifelong learning approach. The social partners 

have agreed at sector level on provisions implying that wage increases can alternatively be exchanged for re

duced working time. 

Equal opportunities: The gender gap between women and men, which corresponds to 190,000 jobs, re

mains one of the lowest within the EU, but the labour market remains highly segregated by sector and by 

occupation. The introduction of a ceiling on childcare fees has the aim of improving work incentives. The 

phn includes a coherent strategy of gender mainstreaming. 

The ESF has underpinned the Employment Strategy even though the fund plays a minor role in total ex

penditure on active hbour market policies. 

Indicators can be found for most of the guidelines, but less so in Pillars III and IV. Budgetary informa

tion is available for all guidelines but not for single years. Information on contribution from the Structural 

Funds is not provided. 
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I. The employment situation 

The objective for the Swedish Government is to halve 

the unemployment rate to 4 per cent (national statis

tics) by the year 2000 and to increase the employment 

rate in the regular labour market to 80 %, for the age 

group 20 — 64 years old, by the year 2004.The Swedish 

labour market has during the last year improved quite 

substantially, with increasing employment and decreas

ing unemployment, after the deterioration of the labour 

market during most of the 1990's. This development is 

a result of the overall improvement of the Swedish econ

omy with GDP increasing by almost 3 % in 1998. The 

employment rate in Sweden increased by 0.9 percent

age points during 1998 to 70.3 %, one of the highest 

in the Union. While the employment rate among women 

continued to fall during 1998 32 (by 0.4 percentage 

points), it increased substantially among men. 

The unemployment rate came down to 8.2 % (1.7 per

centage points less than in 1997). The fall benefited es

pecially young people, whose unemployment stands to

day at 7.5 % (1.8 percentage points less than in 1997). 

Longterm unemployment, low by EU standards, de

creased only slightly during 1998 to 3.3 % of the labour 

force (0.2 percentage points less than in 1997), according 

to Eurostat's LFS. For men, however, it remained prac

tically unchanged. 

Total expenditure on labour market policies amounted 

to 3.9 % of GDP during 1998; of this, more than half 

was spent in active labour market policies. This implies 

a decline both in total expenditure and for active labour 

market policies compared with 1997 and is due to the 

improved labour market situation. 
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2. Implementation of the 1998 NAP to change the direction of labour market policies to

wards more labour market training and subsidised em

The employability pillar has been adequately implemented. ployment. Progress in implementing the first three guide

The main challenge was to reduce the number of long lines is well in line with the EUwide operational tar

term unemployed, particularly among young people, and gets. The input indicator for GL 1 and 2 shows that 

32
 This estimate does differ from national figures according to which the female employment rate would have increased by 0.5 percentage points be

tween 1997 and 1998. 
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approximately 95 percent of both young and adult un
employed start and individual action plan before 6 and 
12 months of unemployment respectively. Furthermore, 
by the end of 1998, 8 % of the unemployed youths 
registered with the PES were long-term unemployed, 
i.e. had been unemployed for more than 100 days (na
tional definition), of which 85 % had been offered an 
education or training scheme. The target to give every 
youth an activation before they reached 100 days of un
employment has thus been almost fulfilled. 

The aim during 1998 was to shift labour market poli
cy towards more labour market training, with special 
emphasis put on vocational training. The input indica
tor for GL 3 shows that 50 % of those who where un
employed during 1998 were activated in a training mea
sure. In order to adjust education to local and region
al demand for labour a regional competence council has 
been introduced with representatives from the educa
tion system and the social partners in several counties. 

When it comes to entrepreneurship the main challenge 
has been to reduce the administrative burden for en
terprises, especially SMEs. Several measures in this field 
were taken in 1998. Among other things a system for 
an effective evaluation procedure of different business 
regulatory proposals impact on SMEs have been intro
duced. Furthermore, a new regional industrial policy was 
launched with the aim of using existing means more ef
ficiently. This policy consists of an agreement between 
those agencies working on furthering growth and em
ployment of all levels. 

The main challenge to encourage adaptability, has been 
to upgrade the skills of employed within the framework 
of the Adult Education Initiative. A tripartite agreement 
was also reached last year for upgrading the skills among 
all employees. Furthermore, social partners have agreed 
on a number of collective agreements at union level 
which implies that wage increases could alternatively be 
exchanged for reduced working time. 

On equal opportunities, a special commissioner has been 
appointed to review the equal opportunities law and to 
make recommendations on possible changes. The com
missioner was given supplementary instructions to analyse 
issues connected with job evaluation and to assess the 
need for additional measures on equal pay issues. 

3. Revision of the NAP in 1999 

To improve employability further, a strengthened hir
ing subsidy will be introduced. A review of the unem
ployment insurance regime will be carried out during 

1999. Employers hiring people who have been regis
tered at the PES for more than three years will get a sub
stantial reduction of the total wage cost (within certain 
limits). A new target for vocational training has been 
set implying that, by the end of 1999, 70 % of partic
ipants should receive a job within 90 days after com
pleting the measure. 

A target has been set to reduce the number of people 
benefiting from different insurance schemes, like un
employment and social benefit, from 1 million in 1997 
to 0.8 million in 2004. To increase the incentives for 
part-time workers to take up full-time work, and to in
crease their working time availability, a ceiling on child 
care fees will be introduced from 2001. Sweden has a 
developed system for life-long learning, integrated in a 
well defined system for adult education, including sub
stantial resources for labour market training for unem
ployed people and the right to an education leave. Swe
den has set as a target that at least 50 % of those who 
are 20 years old today should have studied at the uni
versity when they are 35 years old. 

To upgrade skills further investments are made to in
crease the number of student places at the university, 
to extend the Adult Education Initiative, to cover the 
second half of 2002, with more attention being paid to 
unskilled men. Every student in a compulsory school 
will have their own e-mail address, a venture for devel
oping teachers' skills in IT will be carried through and 
access to the Internet in schools will be improved in or
der to increase the IT skills. To improve immigrants' 
labour market prospects additional resources have been 
allocated to the PES. 

On entrepreneurship many new initiatives have been 
launched. A tax reform is being envisaged with the pur
pose of improving the conditions for growth and em
ployment, while guaranteeing the funding of social wel
fare. The government aims to reduce income taxes for 
all wage earners with an emphasis on low and middle 
income earners. Other initiatives under this pillar in
clude the extension for 6 months of start-up grants un
der special cases for both men and women, and a spe
cial national information campaign to be launched in 
1999-2000 with the aim of increasing the knowledge 
about cooperative enterprises among authorities and oth
er institutions. 

On adaptability, the Government has suggested a scheme 
for increasing the skills among all employees during the 
years 2000—2002, based on a the tripartite agreement 
reached last year. The government intends to finance 
the reform partly with the new ESF Objective 3. 
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Concerning equal opportunities between women and 
men this strategic objective is incorporated within all 
policy areas and at all policy levels. Whereas gender gaps 
in employment, unemployment or educational attain
ment are already small, the new policy objectives in this 
area concern the promotion of career prospects for women, 
the reduction of segregation and the promotion of fe
male entrepreneurship. 

The horizontal issues have been taken into account un
der those guidelines where it is appropriate. The social 
partners have been involved in the process of producing 
the NAP 1999, and have agreed to cooperate on a tri
partite basis. Budgetary information is available for all 
guidelines but not for comparison between single bud
get years. Budgetary information from the Structural 
Funds is not provided. Indicators can be found for most 
of the guidelines under pillars I and II but not under 
the adaptability and equal opportunities pillars. 

4. The role of Structural Funds 
in underpinning the Employment Strategy 

The Structural Funds play a relatively minor role in un
derpinning the Employment Strategy in Sweden (ap
proximately 3 percent of active labour market policy). 
Most schemes supported by the Structural Funds have 
concentrated on innovative measures. Most schemes aim 
at increasing the self confidence among people that have 
been unemployed for several years. The schemes have 
in many cases been directed to improve the IT skills 
and in some cases, under Objective 4, to increase the 
knowledge among SMEs to use new technology. Many 
good examples can be found in the NAP. 

5. Outcome assessment 

On the employability pillar Sweden has reached the 
three EU-wide operational targets. According to the da
ta provided for the output indicator, only 3.9 % of the 
youths and 5.3 % of adults becoming unemployed at 
one point in time lap into long-term unemployment 6 
and 12 months later, respectively. However, the 'car
rousel' effect between unemployment and active labour 
market measures remains for a sizeable share of the par
ticipants (especially for the young and immigrants). Ac
cording to the data provided for the output indicator 
of guideline 3, 1/3 of the participants in active mea
sures return to unemployment 3 months later. The strength
ened hiring subsidy that will be introduced aims to re
duce this vicious circle, by providing a job opportuni
ty for those with more than 3 years of registered un
employment. Such a measure requires careful monitor

ing, in order to avoid creating disincentives for long-
term unemployed people to take up work in the peri
od preceding the 3 year point. 

Given some early signs of bottlenecks in the labour mar
ket, the matching process needs to be secured to avoid 
upward wage pressures and loss of momentum in eco
nomic recovery. For this reason it is important that the 
number of places in the adult education system allows 
for flexibility in order to meet the increasing demand 
for skilled labour. 

The labour market situation for immigrants has to some 
extent improved but the employment rate for many im
migrants still remains very low. The IT venture that has 
been worked out in cooperation with the Federation of 
Swedish Industries shows that 70 % have obtained a 
job after completing the measure. The share of non-
Nordic immigrants among the participants could be im
proved to be brought more closely in line with their 
share of unemployment. 

Even though Sweden has several measures that under
pin the life long learning approach, the approach should 
benefit from one coherent strategy, one single target and 
one indicator. 

The unemployment insurance regime has been reviewed 
several times during the nineties without any major 
changes. The on-going review, as well as the planned 
reduction of income taxes for low and middle income 
earners, is intended to provide increased incentives to 
take up work. Under the entrepreneurship pillar the 
effort to reduce the administrative burden for SMEs has 
been successful. 
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EMPLOYMENT INDICATORS 

Total Employment Rate 
Males 
Females 
Full-time eq. Employment rate 
Males 
Females 
UNEMPLOYMENT INDICATORS 

Total Unemployment Rate 
Males 
Females 
Youth Unemployment Ratio 
Males 
Females 
Long-term Unemployment Rate 
Males 
Females 

ANNUAL DATA 

1998 1997 1996 1994 

70.3 
73.2 
67.3 
62.8 
70.0 
55.3 

8.2 
8.6 
7.8 
7.5 
8.0 
7.1 
3.3 
3.9 
2.7 

69.4 
71.1 
67.7 
61.8 
68.2 
55.2 

9.9 
10.2 
9.5 
9.3 
9.7 
8.8 
3.5 
3.8 
3.1 

70.3 
71.9 
68.7 
62.3 
68.8 
55.7 

9.6 
10.1 
9.0 
9.4 
9.9 
8.9 
2.9 
3.5 
2.2 

71.4 
72.2 
70.6 
63.5 
69.7 
57.0 

9.4 
10.8 
7.8 

11.5 
13.1 
9.9 
1.6 
2.0 
1.2 

EU 

1998 

61.1 
71.2 
51.1 
55.7 
70.8 
40.7 

9.9 
8.6 

11.7 
9.3 
9.2 
9.3 
5.0 
4.2 
6.0 

EMPLOYMENT RELATED ECONOMIC INDICATORS 

Total Employment Growth 
Real GDP Growth 
Labour Productivity Growth 
Real Unit Labour Costs 

GROWTH RATES 

1998 1997 1996 1994-98 

1.4 
2.9 
1.4 
2.6 

-1.0 
1.8 
2.9 

-0.2 

-0.6 
1.3 
1.9 
3.5 

0.3 
2.5 
2.1 
0.7 

EU 

1998 

1.2 
2.9 
1.7 

-1.2 
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UNITED KINGDOM 

Summary 

The UK's employment performance remains favourable in relation to the EU average. Total employment rose 

by 330,000 in 1998, and the employment rate from 70.8 % to 71.4 %. Employment rates are higher than 

the EU average for both men (78.5 %) and women (64.1 %). Unemployment fell from 7.0 % in 1997 to 

6.3 % in 1998, and rates for women (5.5 %) remain lower than for men (7 %)■ At 2 % the longterm 

unemployment rate is below the EU average. The employment rate in services at 50 % is the third highest in 

the Union. The employment rate of older workers, at 59 %, is abo the third highest in the Union. 

Against this relatively favourable background in the EU context, the UK labour market continues to dis

play a significant share of young people, especially males, out of work or education, persistent pockets of 

longterm unemployment and/or inactivity among older people, ethnic minorities, lone parents and deprived 

communities, and low average labour productivity. 

The 1999 National Action Phn presents a more coherent approach than last year, demonstrating greater 

cooperation between relevant departments and a more substantial contribution of social partners. The NAP 

phces emphasis on employability, setting out a strategy to increase employment through tackling inactivity 

and unemployment. 

Under the employability pillar the UK has made significant progress in reducing youth unemployment. 

However, in 1998, 18 % of the youth unemployed drifted into long term unemployment. The UK has aho 

made significant progress in reducing longterm unemployment but the policies addressed to preventing adult 

longterm unemployment rely almost exclusively on job search for all up to the 24month point. The aver

age inflow into long term unemployment of 12 % of the adult unemployed last year still shows room for 

improvement. This year's NAP shows a wide range o/lifelong learning initiatives with ambitious targets to 

meet current skill weaknesses of the labour force, but actual implementation tends to be slow. 

On entrepreneurship, the UK is one of the best three performers in terms of employment in the service 

sector, and this sector continues as the engine for employment gvwth. There is continued progess on tax 

and benefit reforms, which address inactivity and not just registered unemployment. Reform also concen

trates on reducing the tax burden for small business, and simplifying start up procedures. Devolution has 

brought considerable powers to Scotland, Northern Irehnd, Wales, and to a lesser extent the English Re

gions which will impact on this pillar, adaptability, and on the future operation of the Structural Funds. 

On adaptability there is evidence that concrete steps have been taken to reinforce security while main

taining flexibility. However, there are few clear signs of specific actions from the Social Partners to mod

ernise work organisation. The NAPs needs to demonstrate a balance between incompany training and poli

cies to stimulate the individuah involvement in lifelong learning and show how this will deal with the low 

level of basic and intermediate qualifications, and low labour productivity. 

On the Equal Opportunities pillar, the UK has employment levels for men and women above the EU av

erage. Reforms to deal with the UK's lack of childcare provision and encourage parents, especially lone par

ents, to return to work should contribute to reducing a gender gap in employment of just over 3 mil

lion jobs. The Minimum Wage is beginning to help low paid women. However, more effort could be 

placed on dealing with the gender stereotyping by occupation or the large gender pay gap. The UK has a 

systematic and coherent gender mainstreaming approach in place. 

There is more ESF input into this year's National Action Plan. 

On the indicators, further chrification is needed on whether the UK complies with the 20 % target for 

guideline 3. The nature of some job search schemes needs to be reassessed in the light of this guideline. In

dicators are provided for the other guidelines. Monitoring of the NAP still remains at the level of the In

dividual programmes. 
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I. The Employment Situation 

UK employment continues to grow at a rate above the 

EU average, rising by 330,000 in 1998 to bring the to

tal employment rate from 70.8 % to 71.4 %. Employ

ment rates are higher than the EU average for both men 

(78.5 %) and women (64.1 %). The growth in women's 

employment continues to outpace that of men (due to 

increases in both parttime and fulltime employment). 

The fulltime equivalent employment rate increased in 

1998 and is higher than the EU average for both men 

(77 %) and women (44.4 %), but the gender gap is 

particularly high. The employment rate for older work

ers, at 59.2 % is one of the highest in the Union. The 

employment rate in services, at 50.4 %, is the third 

highest in the Union. 

Unemployment fell from 7.0 % in 1997 to 6.3 % in 

1998, well below the EU average. Unemployment rates 

for women (5.5 %) remain lower than that of men 

(7 %). At 2 %, the longterm unemployment rate is di

minishing and half the EU average. The problem is to 

an extent concentrated amongst male older workers, eth

nic minorities, lone parents and the disabled and with

in a small number of deprived communities. Male youth 

unemployment (10.7 %) also exceeds the EU average. 
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2. Implementation of the 1998 NAP 

On employability the NAP shows how the spectrum of 

labour market policies maintain the UK's rapid reemploy

ment in the early stages of unemployment and meet the 

preventative approach. The key is the Job Seekers Allowance 

(JSA) regime which together with the employability mea

sures of the ES, ensure all JSA claimants receive a com

pulsory series of interventions (fortnightly interviews, job 

placements, action plans) from day one of unemploy

ment, designed to prevent the slip into long term unem

ployment. The New Deals for Young People and for Over 

25's have been running for over a year, remaining the 

cornerstone of the activation approach. 

For guidelines 1 and 2 the NAP has provided input in

dicators. The NAP argues that the individual action 

plans agreed under the JSA regime mean that all regis

tered unemployed receive an action plan before the 6 

or 12 month point. The 100 % compliance rate is for 

the claimant unemployed and is linked to strict benefit 

sanctions. Most actions are a series of interviews for job 

placement. For guideline 3 the indicator has been in

correctly recorded and there are conflicting views con

cerning the inclusion of some schemes which are, in the 

Commission's estimation, restricted almost entirely to 

job search. If these are excluded, it is unclear whether 

the UK reaches the 20 % target. The existing guideline 

3 indicator is not broken down by gender. 
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Recent entrepreneurship initiatives concentrate on re
moving financial and administrative barriers to setting 
up and running small and medium sized enterprises, 
and on taxation reform. Devolution of powers to Scot
land, Wales, Northern Ireland and the English regions 
will have a significant impact in this pillar. The Eng
lish Regional Development Agencies, Northern Ireland 
and the devolved administrations, have all been given 
responsibility to develop a regional strategy to increase 
skills and stimulate job creation. 

On adaptability the NAP refers to the key role the So
cial Partners expect to play in jointly taking forward the 
European social partner agreements. Both Social Part
ners emphasise the need to balance flexibility with se
curity. The NAP argues that the UK labour force reg
ulation is already very flexible and there is little need 
for further intervention to introduce more flexible con
tracts. Recent interventions (Employment Relations Bill, 
Minimum Wage Act) concentrate on increasing the se
curity of workers. 

On equal opportunities, the Minimum Wage Act be
gan in April 1999. Taxation reforms have been intro
duced to help parents, especially lone parents, meet child
care costs and move into work. The UK has a problem 
with workless lone parents and the NAP reports on ini
tiatives like the New Deal for Lone Parents, and tax 
credits, which try to address the problem. 

3. Revision of the NAP in 1999 

On employability, the various New Deals have been 
extended to a number of groups, for partners of the unem
ployed and for older workers. The Single Work Focused 
Gateway is currently being piloted and will re-enforce the 
preventative approach. It is intended to provide a single 
point of access for all benefits. New benefit recipients will 
have a personal advisor to help them back into work. This 
is the major measure designed to address inactive persons 
and not just the registered unemployed. 

In addressing the new guideline 4 the UK government 
has introduced tax and benefit reforms in order to in
crease incentives to work and move off benefit (regis
tered unemployment and other benefits). The intro
duction of a 10p starting rate of income tax, taxation 
reform towards in work support for the low paid through 
both the Working Families Tax Credit (WFTC) and 
the Disabled Persons Tax Credit, and the minimum 
wage are designed to 'make work pay'. 

For guideline 6, the UK places increasing emphasis on 
life long learning. Initiatives like the University for In

dustry and Individual Learning Accounts are intended 
to stimulate both demand and supply. The UK has plans 
for a network to develop life long learning and has set 
ambitious targets with a relatively short timetable (to be 
reached by 2002) to address the labour force problems 
of low basic and intermediate skills. 

On guideline 9 the UK government believes in main-
streaming policies to ensure equality for all disadvan
taged groups. Guidelines have been issued to ensure all 
Government policy is governed by this principle. There 
are also a number of specific policies to help the dis
abled, ethnic minorities, and other disadvantaged groups. 

On entrepreneurship, the NAP sets a growth strategy 
for the IT sector, which concentrates on removing bar
riers to electronic commerce, encouraging investment in 
IT, and ensuring the workforce and the young are suf
ficiently educated in the area. Many policies in the UK, 
like the Single Regeneration Budget and Employment 
Zones, amount to job creation schemes, through the 
creation of intermediate labour markets. 

The adaptability pillar is low key in tone, but does con
tain a shift of emphasis towards reinforcing security while 
maintaining flexibility. The Government, in consulta
tion with Social Partners, intends to extend statutory 
rights to workers without traditional contracts of em-
ployment who are not covered at present. Social Part
nership mechanisms in the UK are different from most 
of the E.U. countries, with agreements often made at 
company and local level, rather than national. Future 
NAPs should reflect this situation by providing concrete 
examples of social partnership involvement or of au
tonomous agreements on their part to modernise work 
organisation. Under equal opportunities this year's NAP 
contains measures to boost the provision of childcare, 
and the development of a clear childcare strategy, a pol
icy area which has been traditionally weak in the UK. 
The WFTC contains a credit to assist towards meeting 
childcare costs. Local childcare strategies are designed to 
match the provision of childcare with the local labour 
market. 

4. The role of the Structural Funds 
in underpinning the Employment Strategy 

There is significantly more ESF input in this years' NAP, 
indicating where ESF contributes to the NAP objec
tives. For example, the ESF has been used to extend the 
period of work experience of New Deal beneficiaries; in 
a number of cases this involves bringing forward the 
point at which individuals start on the scheme so that 
it complies with the preventative approach. There is lit-
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tie mention of the contribution of ERDF. There is no 
mention of the future role of the Structural Funds in 
under-pinning the NAP. 

5. Outcome Assessment 

Early evaluation of the New Deals for Young People 
and for those aged over 25 suggests these programmes 
are beginning to reduce the stock of, and flow into, 
long-term unemployment. However, the output indica
tor for guidelines 1 and 2 indicates that 18 % of youths 
and 12 % of adults cross respectively the 6 month and 
the 12 month thresholds. These figures are still higher 
than those achieved by the best performing countries in 
the Union, in the range of 5-10 %. If the New Deals 
achieve the UK Government's stated objective there will 
be no registered very long-term unemployed (over 24 
months). However, current policies for the prevention 
of adult long-term unemployment over-rely on job 
search for all up to the 24-month point. With the ex
ception of specific groups which are targeted for earli
er entry to the New Deals, the UK does not offer ear
lier action to individuals who may present higher risks 
of becoming long-term unemployed. The Commission 
will watch developments with interest, and awaits the 
evaluation and policy recommendations of the New Deals 
and the New Deal pilots intervening at 12 and 18 months. 

On guideline 5 the contribution of the Social Partners 
displays good intentions but the NAP shows little evi
dence of specific agreements or actions. For life long 
learning the UK displays a wide-ranging policy reform 
and the setting of ambitious targets. However, policy 
tends to mainly hold the individual responsible for learn
ing and is less coherent on how to support systems on 
different levels (firm, local, regional). In addition all ini
tiatives seems to have a very long lead in period before 
they are introduced with a reluctance to mainstream pi
lot initiatives. 

The entrepreneurship pillar places emphasis on local 
and regional measures for job creation but the range of 
policies is not well reflected in the NAP. Devolution of 
power to Scotland, Wales, Northern Ireland and to a 
lesser extent the English RDA's will have a critical im
pact on this pillar. The UK will need to illustrate how 
this devolution will help to provide an integrated re
gional strategy across policies and within regions to deal 
with skill needs, entrepreneurship, regional development 
and the delivery of the Structural Funds. 

In recognition of the long-standing problem of lower 
labour productivity levels in comparison to the UK's 
major competitors, a national strategy was launched, 

which is embodied in the Competitiveness White Pa
per. However, in the adaptability pillar of the NAP, 
there is little evidence of how the Human Capital di
mension of this pillar, i.e. appropriate skills for a flexi
ble and adaptable workforce, will be tackled. There is 
a need to complement Individual Learning Accounts 
and the University for Industry with policies to increase 
in-company training, as well as a need to promote So
cial Partner initiatives to improve the conditions for in-
house training, or indeed to modernise work organisa
tion. 

On the equal opportunities pillar the Minimum Wage 
Act, introduced in April, has started to benefit women 
who are over represented amongst the lower paid. How
ever, the gender wage gap in the UK may need rein
forced action to fight it. The New Deal for Lone Par
ents remains voluntary and take-up is low. The NAP 
provides little hint of strategies to remove 'glass ceilings' 
preventing the development of women's careers and gen
der stereotyping by occupation. Gender Mainstreaming 
has begun to be applied in the NAP. The Women's 
Unit within government is responsible for the moni
toring of all new policy to ensure that gender issues are 
fully considered. 

This year has seen increased consultation on the NAP 
with Scotland, Wales and Northern Ireland and a clos
er involvement of Social Partners and national NGOs. 
However, the contribution of Social Partners are still 
too much focused on a few aspects of the NAP. For
mal consultations with the English regions will be in
creased next year, once they are established. 

The NAP presents a clear timetable for the implemen
tation of new measures and budgetary commitments, 
including for ESF, are extensively provided. Monitor
ing of the NAP has improved but still remains at indi
vidual programme level where detailed monitoring and 
evaluation procedures are in place. Adequate resources 
need to be devoted to an integrated monitoring of the 
NAP, including the provision of appropriate stock da
ta broken down by gender for the common indicator 
on guideline 3. 
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