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The Federal Ministry of Labour and Social Affairs has set labour market policy targets for the Labour
Market Service, which was reorganised in July 1994. The aims include the return to full employment and
the maintenance and extension of the welfare state.

The main axes of the labour market policy section of the programme of the new Belgian federal
government aim, among other things, to raise the level of employment, reduce unemployment, to
maintain and, at the same time, modernise the welfare state and to ensure that Belgium plays an active
role in European integration.

A Royal Decree has specified the provisions in the Plan to Promote the Recruitment of the Unemployed
for a reduction in social insurance contributions.

The Guidance Plan for the Unemployed, developed with the aim of preventing long-term unemploy-
ment and integrating the unemployed into the labour market, has been extended by a new cooperation
agreement between the state and the regions, and a number of details have been changed.

More than DM 3 billion are to be saved in both 1996 and 1997 as a result of changes in the conditions of
entitlement to unemployment assistance (e.g. increased referral of unemployment assistance recipients
to job creation measures, more stringent controls on claimants” personal assets, change in the concept of
the reference wage and the abolition of “original” unemployment assistance).

The initial evidence suggests that the comprehensive labour market reform is supporting the upturn of
the Spanish economy and labour market.

A review of the vocational training system illustrates its various components and shows the increased
emphasis on vocational training within the educational system.

Under an Emergency Employment Plan measures are to be introduced to reduce wage costs and social
insurance contributions for the long-term unemployed and to provide for a special reduction in social
insurance contributions for low-wage labour and greater support for intermediary associations.

A far-reaching cooperation agreement has been reached between the employment service and the
organisations representing temporary employment agencies with the aim of generating additional
employment opportunities for job seekers.

A new Maternity Protection Act —which also covers adoption —is to regulate maternity leave and offers
a guaranteed return to the employee’s previous job.

An evaluation of job creation and training programmes co-financed by the European Social Fund shows
that positive effects have been induced, but that the programmes are inadequately focused on their
central targets.

New regulations have been introduced governing the distribution of resources from the development
fund in support of labour market policy programmes in crisis areas.

Increased support is to be provided for young entrepreneurs, particularly for those operating in the
cooperative sector under a decree-law.

Support has been offered for employers recruiting young people in their first job and long-term
unemployed youth contracts in the form of a cut in social insurance contributions and a wage cost
subsidy.

A programme for local development initiatives provides investment and wage cost subsidies and loans
at preferential interest rates for very small enterprises.

Private employment agencies must no longer apply to the Employment Service for a licence; the
inspection and supervisory rights of the authorities remain in place, however.

At the start of July the Department of Employment was merged with the Department of Education. A
number of the functions of the former Employment Service are now also to be performed by the
Department of Trade and Industry and the Department of the Environment.
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Overall Developments

Belgium

The Main Axes of the
Belgian Federal Govern-
ment Programme -
Labour Market Policy

At the end of June 1995 the Belgian
prime minister presented the main
axes of the Federal Government’s pro-
gramme to parliament. Among other
things, the programme described the
focal points around which the new
federal government intends to de-
velop its labour market policy.

Government policy in general

The government’s programme seeks
to offer clear perspectives for greater
well-being, higher employment, and
greater social solidarity and “viabil-
ity”. For this reason the federal gov-
ernment intends to do all in its power
to realise the following aims:

— higher employment and consider-
ably reduced unemployment by
encouraging the creation of more
new jobs, a better distribution of
work and alternative forms of
working;

— the creation of a “viable” society by
strengthening the social fabric, sus-
tainable development, the quality
of life, consumer protection, an har-
monious family policy and the
fight against social exclusion, all
these elements focusing on a dy-
namic policy of urban renewal;

- modernisation of the social security
system with the aim of adapting it
to new economic and social condi-
tions and a continued guarantee of
comprehensive social security for
the population;

— arigorous fiscal policy;

- an active role for Belgium as a mo-
tor for European integration;

- a reinforcement of the rule of law
and a constant improvement in de-
mocracy, offering all individuals

the maximum scope for participa-
tion and self-development.

Labour market policy

Employment remains the essential
basis for the integration and social
identity of citizens, and an essential
element of social cohesion. For this
reason employment promotion has
been accorded absolute priority by
the federal government. Drawing in-
spiration from the main thrust of the
Community White Paper and the out-
come of the European Council at Es-
sen, the federal government will pur-
sue a dynamic policy to promote em-

ployment.

In collaboration with the regional
authorities and the linguistic commu-
nities and in cooperation with the so-
cial partners, amedium-term employ-
ment plan is to be draw up containing
a wide range of concrete measures.
These concrete plans will be articu-
lated around five central pillars:

— reduction in labour costs;

— redistribution of work;

— greater flexibility in labour market
organisation;

— development of the “social econo-
my” and of employment at local
level;

- training and retraining.

The implementation of the medium-
term employment plan will be the
subject of annual tripartite discus-
sions between the federal govern-
ment and the social partners. A
Higher Employment Council (Conseil
supérieur de I"Emploi) is to be created,
the aims of which are as follows:

— to monitor the implementation of
the medium-term plan;

- to draw up an annual employment
report containing its opinion on the
implementation of the plan;

— to examine proposals aimed at pro-
moting job creation such as those
formulated by international or-
ganisations and to give an opinion
on their applicability in Belgium.

On publishing their annual accounts,

firms are also to present a social re-

port in which they are to record em-
ployment trends, training efforts and
the effect on the firm of various em-
ployment incentives. This social re-
port is to be discussed by the works
council and is to be presented to the
relevant bipartite commission with a
view to evaluating the employment
situation in that particular sector.

1. Reducing labour costs

In order to retard the substitution of
labour by capital and to encourage
the maintenance and the creation of
employment in labour intensive areas
of activity, the federal government
considers it necessary to lower total
labour costs by reducing employer
contributions to the social security
system. The net overall cost of this
reduction in employer contributions
will have to be met by an alternative
form of social security financing. The
following measures have been con-
firmed:

— the existing Maribel provisions (cf.
BIR.B-i.3);

— the plan for the recruitment of the
long-term unemployed (cf. BIR.B-
v.7);

— the plus-one plan (cf. BIR.B-v.6);

- the spring board jobs (cf. BIR.B-
vi.l).

The cut in employer contributions for
low-income workers (cf. BIR.B-ii.3)
will also be maintained and extended.

The content and the employment
effects of the enterprise work redistri-
bution plans (BIR.B-vii.4) and the
sectoral employment promotion
agreements (BIR.B-i.5) will be evalu-
ated in agreement with the social
partners. On this basis research is to
be conducted into a system of new
agreements under which, by means
of simplified procedures, a significant
reduction in contributions will be
linked to work redistribution, leading
to higher employment.

2. Redistribution of work

The federal government intends to
extend the instruments currently de-
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ployed to promote a redistribution of
the existing work volume, notably by
means of various forms of part-time
work and career interruptions (BIR.B-
vii.2). Preferably this development
will emerge from negotiations be-
tween the social partners and, if re-
quired, by amendments to labour law
initiated by the federal government.

Effective forms of work redistribu-
tion will be encouraged. Part-time
employment should be expanded as a
proportion of overall employment so
as to reach the European average; this
implies greater efforts to integrate
part-time working practices within
overall work organisation. In the
longer term this could lead to a gener-
alisation of the right to part-time
work and to a career break.

This would require:

~ the progressive installation, in
agreement with the social partners,
of a right to part-time work, one
which takes account of the spe-
cificities of each firm;

- an improvement in the status of
part-time workers with a view to
avoiding any disadvantage result-
ing from the option to work part
time;

— joint action with the linguistic com-
munities and regions in order to
coordinate policies relating to part-
time work;

- incentives for employers in the
form of a more than proportional
decrease in social insurance contri-
butions for part-time workers
where this is linked to the creation
of additional jobs;

— research into ways of encouraging
workers to opt for part-time em-
ployment;

— support for a flexible transition be-
tween paid employment and retire-
ment, notably by treating early re-
tirement on a part-time basis more
favourably than complete early re-
tirement.

A broader spectrum of options with
regard to career interruption is to be
developed, one which includes half-
day working, four-day week, 3/4 jobs
etc. The system of incentives already
in operation will be evaluated and

adapted with a view to supporting
these schemes.

3. More flexible forms of work organisa-
tion
The federal government intends to
stimulate employment by facilitating
more creative and flexible forms of
labour market organisation. This
increased organisational flexibility
must address the needs of both firms
and workers. Preferably this develop-
ment will emerge from negotiations
between the social partners and, if
required, by amendments to labour
law initiated by the federal govern-
ment.

The National Council of Labour
will be asked to give its opinion as to
how this greater degree of flexibility
of work organisation is to be achieved
by means of uniform and/or simpli-
fied regulations and procedures.

The possibility of linking effective
work redistribution models and the
transition to the four-day week with
an amendment to the law on week-
end work is to be examined.

The proposed law relating to do-
mestic work is to be finalised. Particu-
lar attention is to be paid to tele-work-
ing and long-distance forms of work.

4. Development of the social economy, lo-
cal employment and the “private social
sector”

Employment responding to new so-
cial needs — which are currently all too
often met by moonlighting — will be
promoted. To this end, the govern-
ment intends to begin by evaluating
the ways in which existing structures,
institutions and instruments func-
tion, whereby all forms of unfair com-
petition are to be avoided.

In order to exploit fully the new
employment opportunities arising in
the socially oriented private sector, it
is to be examined whether all the em-
ployment-promoting measures are to
be grouped together in a single plan
specifically for employment in the
“private social sector” (secteur mar-
chand social). This would require that
the regional authorities and the lin-
guistic communities agree that any

Overall Developments

reduction in social insurance contri-
butions be used in full to finance addi-
tional employment. The “private so-
cial sector” is to be recognised and
fully incorporated into the social dia-
logue.

In order to maximise the possibili-
ties of the social economy, the law on
non-profit firms and associations is to
be made operational within the short-
est possible space of time. Active en-
couragement is to be offered for firms’
attempts at social integration (inser-
tion). The amendment of the law per-
taining to public markets is to be ex-
amined with a view to improving ac-
cess for firms in the social economy.

The system of local employment
agencies (agences locales pour I'emploi -
cf. BIR.B-iii.13) will be evaluated and,
if required, modified in order to in-
crease its effectiveness in responding
to these new social needs.

Finally, the federal government
will examine the creation of a volun-
tary community service. Specifically,
it will draw up a legal status for such
volunteers.

5. Support for training

An important factor in increasing
employment prospects is improving
the labour market orientation of ap-
prenticeship and retraining, both
within enterprises and in training
centres and educational establish-
ments. Apprenticeship and training
are very largely the responsibility of
the regions and the linguistic commu-
nities. The federal government is
seeking to cooperate with them in or-
der to examine how the supply of
training opportunities= can be im-
proved and rendered more appropri-
ate to the labour market situation.

The efforts of the “plan d’accom-
pagnement pour les chomeurs” (guid-
ance plan for the unemployed) must
be intensified with the aim of rein-
forcing the link between unemploy-
ment benefit and the training efforts
made.

In collaboration with the social
partners the federal government will
examine the possibility of consecrat-
ing a proportion of the resources
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available for training to specific train-
ing efforts for young people. Return-
to-school, apprenticeship and work-
training models are to be promoted.

6. Unemployment insurance

Entitlement to unemployment sup-
port benefits must be more closely
linked to efforts towards training, re-
training and reinsertion. In this way
unemployment support benefits are
to become a dynamic instrument
within an active employment policy.
In this context the definition of “ac-
ceptable employment” (emploi con-
venable, i.e. work that an unemployed
person can be expected to take, other-
wise he or she runs the risk of loss of
entitlement) may need to be widened.

The special credits for the unem-
ployed (cf. BIR.B-v.13) will be re-
evaluated and refinanced in order to
encourage the unemployed to take
up self-employment by providing
appropriate guidance. In the interest
of reinserting the unemployed with
the help of unemployment-reduction
programmes, the anomalies in the
unemployment regulations are to be
removed.

Spain

The Spanish Labour
Market Reform: Prelimi-
nary Evaluation of its
Effects on Employment

The recovery of the Spanish economy
that had begun during the second half
of 1993 continued during 1994. The
leading economic indicators now
suggest that the recession is over and
that an expansionary phase has be-
gun, initially based on export de-
mand, but one that has been stabilised
by the positive developments in do-
mestic industry, construction and
services. In this sense the continual
rise in the leading economic indica-
tors is significant.

Another element, the labour mar-
ket reform initiated by the Spanish
government this year, has undoubt-
edly supported the positive develop-
ment on the Spanish labour market.
This fundamental and comprehen-
sive reform, characterised by its all-
encompassing and balanced nature,
has brought about important changes
in the institutional framework. It will
be recalled that the basic objective
was to create and redistribute as
many jobs as possible by introducing
grater flexibility into labour relations;
this, in turn, was to enable firms to
adapt to the changing economic situa-
tion while maintaining the maximum
level of employment.

As has been underlined by most
labour market experts and specialists,
it is still too early to analyse in full all
the implications of this reform, espe-
cially in certain highly complex areas
involving major changes in labour re-
lations or requiring normative devel-
opments in which the social actors are
to play a leading role. Nevertheless,
we believe that the analysis of the
indicators currently available points
to positive developments.

The data on employment trends in
1994 and the first months of 1995 in-
dicate that the contraction of em-
ployment registered in the three pre-
vious years has been stopped. This
fact confirms the positive effect of
both the labour market reform and
the favourable development of the
economy.

This change in trend is reflected in
all the statistical sources on labour
market developments: the data on la-
bour movements registered by the of-
fices of the INEM, the membership
statistics of the social security institu-
tions, the estimations based on the
survey of the economically active
population and the information de-
rived from tax office sources on wage
and salary taxes.

INEM data on the labour market,
particularly those on labour move-
ments, which are registered there on
a monthly basis, indicate that in 1994
almost 6 million (5,939,207) recruit-
ments occurred, 22% more than in
the previous year; this is the highest

figure ever recorded by the Institute.
This trend has not only been main-
tained, but has accelerated during
the current year: in the first five
months of 1995 recruitment levels
were 40% up on the same period the
previous year.

Particularly predominant among
the vacancies registered as filled by
the INEM offices have been the new
forms of recruitment introduced by
the reform. Of the employment con-
tracts reached for almost 1,250,000
persons in 1994, 208,975 were appren-
ticeship contracts, 50,962 practical
training contracts and 935,428 part-
time contracts. During the first five
months of this year even more inten-
sive use was made of such contracts:
76,469  apprenticeship contracts,
29,727 practical training contracts
and 441,085 part-time employment
contracts were signed. These figures
clearly show that firms are making
widespread use of these contractual
possibilities.

Linked to this positive trend in
terms of vacancies filled is the decline
in registered unemployment. Be-
tween January 1994 and May 1995 -
the most recent figures available — the
number of persons registered unem-
ployed with the INEM fell by 309,804
(11.2%). If the unemployment statis-
tics are analysed on a month by
month basis it is apparent that unem-
ployment fell every month with the
exception of February, September,
October and November 1994 and
January 1995. It is normal for unem-
ployment to rise in these months, as
young people who have completed
school or studies have to be inte-
grated into the labour market and the
summer and Christmas holidays
come to an end.

An additional important fact con-
firming the success of the training and
part-time employment contracts is
the decline in youth unemployment.
Since January 1995 the number of un-
employed young people aged less
than 25 has fallen by 20%, a reduction
of 173,803.

The statistics on registered mem-
bers of the social security system con-
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firm the positive labour market trend
indicated by registered labour move-
ments. In 1994 the number of regis-
tered members of the social security
system rose by 200,600 on the previ-
ous year. This trend has continued in
1995; in May of this year 337,800 more
were affiliated than in the same
month the previous year.

With their responsible approach to
collective bargaining, the social part-
ners, who are to play a decisive role in
raising the level of employment,
brought about a significant modera-
tion of labour costs during 1994. This
is evident from recent wage trends
and the consumer price index. In 1992
the consumer price index rose by 5.9%
and wages by 7.3%; in 1993, too,
wages rose faster than consumer
prices (5.5% compared with 4.6%). In
1994, by contrast, consumer prices in-
creased by 4.3%, while wages rose by
just 3.5%.

On the basis of this evidence, a pre-
liminary evaluation of the labour
market reform confirms that it has
had a beneficial impact on employ-
ment, particularly for those groups
facing the greatest difficulties in ob-
taining employment (youth and the
long-term unemployed). Moreover,
the INEM has expanded its role as a
placement agency, raising its market
share from 7% to 12% (the percentage
figures refer to placement resulting
from the direct intervention of the
National Employment Institute).

The temporary employment agen-
cies, another innovation introduced
by the labour market reforms in order
to increase the flexibility of labour re-
lations (cf. iM1i 50), constitute another
fundamental instrument in what
might be called external flexibility by
affecting the mechanisms of labour
market entry. The available data en-
able us to be optimistic about their
operations.

Between July 1994 and March 1995
the number of contracts placing
agency workers at the disposal of user
firms rose to 103.160. Particularly sig-
nificant is that the number of such
contracts has risen continuously from
month to month.

The contractual modes most fre-
quently utilised by the temporary
employment agencies were as fol-
lows:

- motives relating to unforeseen
market circumstances, accumula-
tion of work and excess orders;
these were the reasons behind 53%
of such contracts;

— recruitment for specific, limited
tasks and services accounted for
37.7%;

- the remaining 8.9% involved filling
in for absent workers with a right of
return to their positions, or tempo-
rarily filling vacancies during se-
lection or promotion procedures.

A total of 208 authorised temporary
employment agencies are currently in
existence, of which 51 have job cen-
tres in a number of provinces or au-
tonomous areas, 70 limit their activi-
ties to the autonomous area responsi-
ble for their authorisation, and the
remainder operate within just one
province.

For their part, the employers and
employees, through collective bar-
gaining, have adapted the general le-
gal framework to prevailing necessi-
ties. An example of this is the signing
of the first state collective agreement
on temporary employment agencies.
This is the most important step since
the legalisation of such agencies and
shows that this is the best way to
safeguard the rights of workers with-
out prejudicing employment. It is
evident that the awakened interest in
all sectors has contributed to an en-
richment of the labour market, to the
success of such agencies and, last but
not least, to more employment.

So far, and with due caution in
view of their only recent introduction,
we believe that the temporary em-
ployment agencies are developing
very positively. They are the founda-
tions which will enable flexibility to
be increased. Clearly, though, their
future development and the role they
will play in labour market policy
measures will depend not least on the
way in which collective bargaining
proceeds.

Overall Developments

France

Urgent Action Plan for
Employment

At the start of July the French govern-
ment introduced urgent employment
promotion measures consisting of
four parts: the employment initiative
contract (contrat initiative d’emploi),
measures to promote youth employ-
ment, a reduction in employer social
insurance contributions for low-wage
workers and the creation of new jobs.

1. The employment initiative con-
tract (CIE)

Initial situation

The return of positive economic
growth has not had a significant effect
on long-term unemployment: in
April 1995 1,227,500 persons had
been out of work for more than one
year.

The average duration of unem-
ployment has continued to rise inexo-
rably: in April 1995 the average dura-
tion was 416 days, an increase of 37
days in the space of just one year.

Planned measure

Recruitment of a long-term unem-
ployed person (out of work for at least
one year) under a permanent contract
or a fixed-term contract of at least one
year will entitle the employer to:

e total exemption of employer contri-
butions to the social security sys-
tem for that share of the wage corre-
sponding to the national minimum
wage (SMIC) for a period of two
years;

e a state grant of FF 2000 per month
for a period of two years.

The measure is equivalent to a reduc-
tion in overall costs of 40% for a
worker receiving the minimum wage.
By extension, the measure is also to
apply to unemployed recipients of
minimum social benefit (RMI) and to
the disabled. The exemption from so-
cial security contributions is perma-
nent for the long-term unemployed
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aged over 50. The aim of the measure
is to recruit 350,000 unemployed an-
nually on employment initiative con-
tracts (compared with 180,000 return-
to-work contracts in 1994).

Procedures

e The procedures for implementing
the measure are the same irrespec-
tive of the duration of unemploy-
ment. Quotas linked to enterprise
size are not to be imposed. Twice a
year a report is to be presented to
the works council and employee
representatives; a quarterly report
is to be made to the departmental
committee for vocational training,
social improvement and employ-
ment (CODEF) and a twice-yearly
report to the Higher Employment
Committee. Firms which have shed
labour during the last six months
are excluded from participation in
the CIE.

e Two forms of support that have
proved difficult to implement have
been abolished: the return-to-work
contract (CRE) and the employ-
ment contract for recipients of
minimum social benefit (CERMI).

The new measure came into forceon 1
July 1995.

2. Measures to promote youth em-
ployment

Young people have been the first to
benefit from the economic recovery:
youth unemployment has fallen by
9.6% since January 1994. Even so,
youth unemployment remains far too
high: 676,000 young people are cur-
rently looking for work, 25% of the
active young population.

Recently the social partners drew
up a draft agreement to support the
integration of young people into
working life. The government has de-
cided to retain, subject to the follow-
ing conditions, the measure proposed
by the social partners, the aim of
which is to make better use of existing
instruments.

e The government intends to support
the efforts to develop the “alternat-
ing” system of vocational training
agreed upon by the social partners

by implementing parallel meas-
ures.

— In the case of apprenticeship the
government has decided to pro-
long the flat-rate state grant be-
yond the 30 June 1995 and to in-
crease the level of the grant from
FF 7,000 to FF 10,000.

— Parallel to this, a Round Table is
to be organised as quickly as pos-
sible, the task of which will be to
redefine the modes of financing
apprenticeship and “alternat-
ing” apprenticeship contracts, so
that a draft law can be presented
in the autumn.

— This draft law is to simplify the
existing measures to promote ap-
prenticeships and will enable the
Apprenticeship Training Cen-
tres (CFA) to draw greater ben-
efit from the revenue derived
from the training levy. Thus the
efforts made by government will
run parallel to those by the social
partners.

In line with the proposals made by
the social partners, an additional
employment access measure is to
be introduced for hard-to-place
young people. This measure:

— will consist of a grant of FF 2,000
per month for a period of nine
months for recruitment under a
permanent contract or a fixed-
term contract of at least one year
for all young people without
work experience and encounter-
ing particular difficulties in gain-
ing access to the labour market
(the grant is also available on
completion of work experience
under an “orientation contract”);

- will accompany the mobilisation
by the social partners at local
level to promote labour market
access for hard-to-place young
people.

In the case of young graduates it
has been decided to modify the
support given for the recruitment
of young people in their first job
(APE]) for any recruitment under a
permanent contract or a fixed-term
contract of at least 18 months in the
following manner:

— the value of the grant is to be dou-
bled to FF 2,000 per month for nine
months, and

— tripled to FF 3,000 per month for
nine months for workers recruited
to work abroad.

The overall aim is to integrate an ad-
ditional 150,000 young people be-
tween now and February 1997 into
working life.

3. Reduction in employer social in-
surance contributions for low-
wage workers

The average cost of labour in France is
at a level corresponding to that pre-
vailing in its main trading partners.
However, the relative burden of so-
cial security contributions on the low-
est wage incomes is higher in France
than elsewhere. This has a damaging
effect on employment, as it raises the
minimum cost of recruitment to the
employer.

In response, social security contri-
butions are to be reduced by FF 800
per month for all workers receiving
the minimum wage (FF 6,250 as of 1
July 1995); this represents almost FF
10,000 per year. This reduction corre-
sponds to the assumption by the gov-
ernment of employer contributions to
health insurance (12.8%) on wages up
to the level of the SMIC and serves to
reduce overall wage costs for a
worker earning the SMIC by almost
10%. Taking into account the exemp-
tion from employer contributions to
family allowance up to the level of the
minimum wage, the overall reduction
amounts to FF 1,137 per month, repre-
senting 12.6% of total wage costs.

The mechanism used by the meas-
ureis simple. A discount is granted on
the contributions transferred to the
social insurance institutions in ac-
cordance with the monthly declara-
tion to the URSSAF (organisation for
the collection of social security contri-
butions). For wage income between
the SMIC and 1.2 times the SMIC the
reduction is available on a degressive
basis, avoiding the risk of “threshold
effects”: FF 800 for a wage equal to the
SMIC, FF 400 for 1.1 times the SMIC
and no reduction at all for 1.2 times
the SMIC. For part-time workers the
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reduction applies on a pro rata basis
to the number of working hours.

3.5 million French workers earn
less than 1.2 times the minimum
wage. Of these, 75% work in SMEs
will less than 100 employees and 36%
in those less than 20 employees; the
measure is thus particularly benefi-
cial to employment in SMEs.

While allowing for the specific con-
ditions prevailing in agriculture, the
measure will also apply to agricul-
tural workers.

In return the branches are to be
required to draw up a so-called “em-
ployment development charta”,
which is to contain the following ele-
ments:

definition of an employment objec-
tive for the branch;

— establishment of an observatory to
measure changes in branch-level
activity;

— identification of relevant param-
eters and indicators in order to be
able to evaluate the employment
effects of the reduction in contribu-
tions;

— a commitment to recruit young
people and the long-term unem-
ployed;

- a commitment to undertake addi-
tional training efforts.

4. Creating new jobs

In its struggle against unemploy-
ment, the government has committed
itself to establishing the conditions for
the creation of a significant number of
new jobs. The prefects have been
commissioned to present a detailed
report on the opportunities for job
creation within their département for
the local population (environmental
work, child care, after-school support
for school children, help for the aged
and disabled, etc.).

Initiatives have already been taken
in order to promote the rapid devel-
opment of such new jobs.

e Support for the development of
work in non-profit associations

Non-profit associations are very
important in employment terms;
they currently employ 800,000 peo-

ple and have created 300,000 net
new jobs in the last ten years. A
number of decisions have been
taken with the aim of promoting
the development of employment in
such associations:

— Associations have been permit-
ted to recruit workers under the
employment initiative contract.

— Thereduction in social insurance
contributions on wages of up to
1.2 times the SMIC has been ex-
tended to cover associations.

— The financing conditions for as-
sociations have been improved.
The outcomes of the debate on
the tax position of associations,
medium-term financing forms
and the development of sponsor-
ship are expected to take the
form of measures to be included
in the draft taxation law 1996.

e A support and development plan
for associations for social guidance
and integration

In addition, a number of new meas-
ures have been adopted within the
framework of the supplementary
budget, the aim of which is to ex-
tend the network of associations for
social guidance and integration.

These urgent employment-pro-
moting measures proposed by the
government are now subject to par-
liamentary debate. Following par-
liamentary scrutiny the final form
to be taken by the measures will be
defined in the form of decrees.

Ireland

Evaluation Report:
Training and Employ-
ment Grants

The report is an evaluation of the
Training and Employment Grant Pro-
grammes administrated by the Irish
industrial development agencies,
IDA, Shannon Development and
Udaras na Gaeltachta over the 1989 to
1993 period. Expenditure on these

Overall Developments

programmes is co-financed through
the European Social Fund. The objec-
tives of the programmes vary slightly
from one agency to the next but may
generally be described as follows.
Training grants are directed at the
skill needs of those newly recruited to
indigenous companies and at the skill
needs arising from the location of new
overseas investors in Ireland. Finan-
cial support is provided by the agen-
cies to enable companies to carry out
approved training courses for their
employees. Employment grants are
provided for new start-up projects or
expansions of existing projects. The
objectives are to encourage job crea-
tion and to meet the funding gap in
the area of start-up finance for small
business and to ease cash flow diffi-
culties in the early stages of product
development.

Aims and objectives

The aim of the evaluation was to ex-
amine the effectiveness of employ-
ment and training grants in meeting
their objectives. It set out to:

— examine the administration sys-
tems and operational systems in
place for employment and training
grants;

- investigate the decision-making
processes relating to grants aiding
training and employment;

- examine trends in expenditure and
activity under the programmes
over the 1989 to 1993 period;

— assess the impact of training and
employment grants on the compa-
nies which received assistance;

— make recommendations on how
employment and training grants
could be made more effective.

The methodological approach taken
was as follows:

— areview of relevant legislation, re-
search and reports and examina-
tion of all relevant information held
in the relevant government depart-
ment;

- an examination of data on recipient
companies supplied by the grant
awarding agencies;

* ESF Programme Evaluation Unit, Dublin,
February 1995.
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— meetings with the agencies at na-
tional and regional level;

- a survey of fifty companies in re-
ceipt of grant aid.

Conclusions

Issues addressed in the course of the
evaluation included the targetting
and focusing of grant aid, the propor-
tion of assistance going to medium/
large overseas companies, the possi-
bility of deadweight, the level of
awareness of grant objectives, the
quality of training funded through
training grants, the role of FAS, the
national training authority, in vali-
dating training undertaken, and pro-
cedures for monitoring the impact of
both forms of grant aid.

On the positive side the findings of
the evaluation would suggest that the
survival and growth rate of compa-
nies in Ireland would probably have
been poorer and the training inci-
dence less in the absence of training
and employment grants. Employ-
ment grants were found in many
cases to have been an effective tool for
assisting companies, especially small
companies in a start-up situation.
Similarly, training grants had been of
enormous benefit to some companies,
bringing about an increase in skill lev-
els and a related increase in produc-
tivity as well as instilling a training
discipline and culture that would not
otherwise have prevailed. The overall
conclusion of the evaluation, how-
ever, was that both employment and
training grants suffer as instruments
of economic policy by virtue of the
fact that they are not sufficiently fo-
cused in their objectives. The findings
of the evaluation pointed to many ar-
eas where improvements could be
made which would result in better
survival and growth rates among re-
cipient companies as will as im-
proved patterns of training and asso-
ciated increases in productivity. The
challenge, therefore, is to restructure
both grants and the agency approach
to them such that they become effec-
tive instruments through which the
“softer”, more intangible areas such
as management and skills devel-
opment considered so vital to the

competiveness of the Irish economy
can be developed. The report recom-
mends that a number of steps be taken
if this challenge is to be met. Some of
the main recommendations are set
out below.

Recommendations

— Training grants should be re-
focused around one primary objec-
tive; to increase the incidence and
quality of training in Ireland. Other
impacts of the programme, such as
operating as an incentive to over-
seas industry, should be seen as
secondary in importance.

- Training grant activity among
indigenous industry, particularly
in the small company category,
should be greatly expanded.

- The value of training grants should
be determined by reference to an
informed estimate of both the na-
ture and cost of training required
by the company. The number of
jobs created should not be the only
consideration when determining
the value of the grant.

— FAS, the national training author-
ity, should overhaul its procedures
in relation to both advising on and
validating training funded through
training grants. It should take on a
more proactive role in increasing
both the incidence and quality of
training.

— Where possible, training funded
through grant aid, whether carried
out internally or externally, should
be certified.

— Only training carried out by trained
trainers should be funded.

— New mechanisms and criteria for
assessing the impact of govern-
ment and European Union ex-
penditure on intangible invest-
ments, such as those in the “softer”
areas of training and skills develop-
ment, should be developed.

— A register of grants and incentives
available to industry should be es-
tablished. An information service
should also be set up to handle que-
ries on the operational details of all
government grants.

- A database should be established
through which the nature and vol-

ume of all public support going to
individual firms can be tracked by
those making decisions on grant
allocations within agencies.

— The rationale for widening eligibil-
ity under the Employment Grants
Programme to companies in the
medium/large  size  category
should be set out more clearly.

These are just some of the steps that
the findings of this evaluation would
suggest should be taken to ensure that
training and employment grants be-
come more effective instruments for
addressing the needs of industry in
Ireland. The evaluation findings
would indicate that only by making
adaptations of this kind will the po-
tential impact of the two forms of
grant aid be fully realised.

Austria

Labour Market Policy
Targets for the Labour
Market Service

On 1 July 1994 the former labour
market authority was separated insti-
tutionally from the central adminis-
tration under the terms of the Labour
Market Service Law. The aim was to
raise the efficiency and effectiveness
of Austrian labour market policy
by decentralising decision-making
structures, reforming the financing
system and specifying task areas. In
Article 29 of the Law, the aims to-
wards which the labour market serv-
ice (LMS), as a service company, is to
orientate its labour market policy ac-
tivities were set out in very general
form. At their core, these aims relate
to efforts to balance labour supply
and demand and to provide income
support for those affected by unem-
ployment.

In the form of its “Labour Market
Policy Targets”, presented in May
1995, the Federal Ministry for Labour
and Social Affairs has specified these

10
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overall targets with a view to setting
current focal points for labour market
policy. The provision of funding from
the European Social Fund (ESF) and
the corresponding resources from the
LMS (cofinancing) is to be seen as
supplementary to these labour mar-
ket policy targets.

The article reproduces the targets
set by the Ministry in unabridged
form.

The new challenges facing Austria:
maintaining social standards and
achieving full employment

The prime aim of Austrian labour
market policy is to reattain full em-
ployment. This is not only for hu-
manitarian and economic reasons,
but also because this is the only way
to ensure the maintenance and exten-
sion of the social security system in
the long term. Also in the foreground
in substantive terms, and in line with
the federal government’s working
agreement of 1994, is the continued
pursuit of welfare state aims, i.e. to
contribute towards an equitable soci-
ety, to guarantee social security, to
attain and maintain the highest
standards in terms of labour law and
social policy, and to provide special
support for the weaker members of
society.

In no way is a reduction in welfare
standards or the abandonment of the
full employment policy to be consid-
ered as a response to the challenges
arising out of international develop-
ments. The increasing financial pres-
sure on labour market policy means
that the available funds should be
used for those most in need of them
and that the entire innovative poten-
tial of the LMS be mobilised to pro-
mote employment and re-employ-
ment and so reduce the necessity for
transfer benefits.

The labour market policy aims
mentioned below are to be taken into
account by the LMS, not least when
drawing up the guidelines for the im-
plementation of the various labour
market policy instruments. The la-
bour market policy of the LMS is to be
given special emphasis in the follow-
ing areas.

1. The Austrian economy cannot afford to
dispense with the contribution of older
workers to value added

The value-creating potential and the
experience of older people is neces-
sary not only for a humane, but also
for an effective economy. The aim of
raising the actual age of retirement
and thus rendering transfer benefits
in the transition phase between paid
employment and retirement super-
fluous presupposes a solid labour
market base, not just for younger, but
also for older workers. The LMS is to
deploy all its placement and support
instruments in order to realise this
aim; where necessary it is to refine
them. Moreover, it is to exert its influ-
ence on employers to ensure that
they do not seek to dispense with
their responsibility for older workers
by forcing them out of the labour
process.

At the same time, care must be
taken to ensure that this integration
effort is not to the detriment of other
disadvantaged groups on the labour
market.

2. Labour market policy is also a policy for
women

Austrian women must enjoy the same
income and employment opportuni-
ties as men. The two-fold task here is,
on the one hand, to induce an appro-
priate process of skill adjustment and
development, while, on the other,
providing support in view of the fact
that women still perform a greater
volume of work within the family, in
order to enable them to pursue a ca-
reer or participate in training meas-
ures.

Part-time employment should also
receive support with the aim of estab-
lishing conditions of access to work-
ing life that are attractive in terms of
social and labour law, whereby care
must be taken to ensure that this does
not lead to a cut in full-time jobs.

3. Long-term unemployment not only ex-
cludes social groups from society, but is
also harmful to the economy as a whole

For humanitarian, social and eco-

nomic reasons it is absolutely vital to

prevent long-term unemployment

Overall Developments

arising in the wake of structural eco-
nomic and social changes. Innovative
instruments need to be deployed and
developed further in order to help
problem groups among the unem-
ployed. Particularly when deploying
experimental support measures, care
must be taken to ensure that, in addi-
tion to the benefits in labour market
policy terms, the side effects of the
support policy are of benefit, or at
least are not damaging, to society as a
whole.

4. Disabilities must not lead to social and
labour market exclusion

Proven instruments are also to be de-
ployed, and new ones developed, to
further the integration of the disabled.
The funds made available by national
and international authorities for this
purpose are to be used to the full.

Priority for further development
should be given to models combining
counselling, placement, further reha-
bilitation and personal guidance in
entering working life. To this end co-
operation between LMS offices and
the Federal Social Offices is to be in-
tensified.

5. Training as a pathway to success in
structural change

Structural change in the world of
work, vocational training and the
maintenance of career opportunities
areinextricably linked to one another.
It is those workers who have only
received an initial period of training
that find it particularly difficult to
gain access to training measures and
thus to secure jobs. It is therefore im-
portant to ensure that training meas-
ures commence immediately after the
failure of placement efforts in order to
avoid unproductive waiting periods
on benefit.

Austria’s accession to the Euro-
pean Union offers the opportunity to
intensify training in those areas fac-
ing structural changes by deploying
resources from the European Struc-
tural Fund. When developing policy
models, care is to be taken to ensure
that adequate account is taken of em-
ployer and individual interests be-
sides those of labour market policy
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with regard to the distribution of
costs.

The reorientation of the vocational
training system is one of the greatest
challenges facing Austria. As it has in
the past, labour market policy must
contribute to the modernisation of
training standards, although itis to be
noted that the creation of a modern
training system is not the sole respon-
sibility of labour market policy.

6. Integrating foreign workers by means
of a coordinated labour market and im-
migrant employment policy

In the interest of labour market equi-
librium it is necessary, in view of the
prevailing circumstances, to manage
the supply of foreign labour - using
the instruments of immigrant em-
ployment policy —in such a way that,
on the one hand, the demand for la-
bour can be met and, on the other, job
security for Austrians and those for-
eign workers already integrated, wel-
fare quality and pay levels in existing
jobs are not endangered.

In line with the guidelines set by
the Ministry of Labour and Social Af-
fairs, and with due consideration for
regional labour market requirements,
LMS policies on foreign workers
should focus on the following: prior-
ity admission for those groups with a
high degree of integration; orienting
work permits to those labour markets
in which displacement effects are
unlikely; and deploying labour mar-
ket policy instruments to ensure the
reinsertion of integrated unemployed
foreign workers in the labour market.

Alongside ordered policies for the
admission of foreign workers, the
LMS must intensify its efforts to meet
firms’ demand for labour, in the short
term by drawing on the labour force
potential available in Austria and the
EU, in the medium term by means of
labour market training measures. If
demand remains unmet it will lead to
increasing calls for additional em-
ployment of foreigners.

7. The future belongs to the young

Although Austria’s youth unemploy-
ment figures are exemplary in global
terms, it is important to maintain this

standard by means of active meas-
ures, particularly for young people
who have little prospect of a stable
career due to their lack of education or
training, disability or lack of social
skills.

The range of successful instru-
ments developed by labour market
policy, including career information
centres, individual counselling and
the opening up of new career oppor-
tunities and forms of training, par-
ticularly for girls and young women,
is to be extended. In those regions
suffering from, by Austrian stand-
ards, high youth unemployment, ad-
ditional employment and integration
projects are to be implemented in co-
operation with local and regional
partners. The Youth Initiative 94 to
'96 of the Federal Minister for Labour
and Social Affairs will be continued in
partnership between the LMS and the
Ministry.

Research and development: a
guideline for and driving force
behind labour market policy

Basic and applied research and devel-
opment must provide effective sup-
port in developing the labour market
policies of the future if the labour
market policy targets set are to be im-
plemented, particularly in times of
radical changes. Within the frame-
work of these targets, particular atten-
tion should be paid to the following
areas.

1. Basic research for labour market policy:

o Establishment of a monitoring sys-
tem by means of which, at national,
regional and local level

- microeconomic, regional and so-
cial developments can be ob-
served and evaluated with a
view to their relevance for labour
market policy;

- changes in employers’ recruit-
ment criteria and labour require-
ments can be observed; and

- mobility and displacement proc-
esses on the labour market can be
observed and analysed in both
the short and long term.

e Analysis of the causes of long-term
unemployment.

e Determination and evaluation of
the short and long-term effects of
training measures.

2. Evaluation of labour market policy in-
strutnents:

e Evaluation of labour market policy
in the two main areas of job place-
ment and labour market training;
continuous monitoring of the effec-
tiveness and efficiency of counsel-
ling and placement, including the
interaction with placement-sup-
port measures.

e Systematic documentation of la-
bour market policy models and in-
struments in other countries.

e Collation and evaluation of innova-
tive labour market policy ap-
proaches, their mode of operation
and field of application, including
those in operation in other western
industrialised countries.

3. Organisational development:

e The development and evaluation
of controlling mechanisms with a
view to their mode of operation and
to overcoming weaknesses.

e Examination and evaluation of
modern forms of management, in
particular in connection with the
implementation of the targets, the
fulfilment of the long-term plan
and its operationalisation by the
use of coefficients and quantified
target systems at all levels of the
organisation.

The targets

The aim of Austrian labour market
policy is to achieve full employment
and simultaneously to maintain and
raise the social standards, pay level
and quality of employment.

Within the framework described
above the following principles are to
be adhered to in implementing the
labour market policy of the Federal
Minister of Labour and Social Affairs
within the limits set by the resources
available:

e activation has priority over welfare
provision

e placement and support have prior-
ity over administration

12
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¢ job maintenance, creation and im-
provement have priority over (fi-
nancial) support for the unem-
ployed. '

The following guidelines have been

issued for the LMS in implementing

these principles. The LMS is to:

1. extend placement instruments in
order to shorten the phase be-
tween initial contact and immedi-
ate and concrete support action,
ensuring counselling and place-
ment through action plans, rapid
deployment of instruments con-
ducive to placement;

2. extend placement instruments in
order to generate additional em-
ployment and training opportuni-
ties by intensifying contacts with
enterprises and other organisa-
tions, and to avoid shortages of
specific categories of labour by
means of support and training
measures;

3. intensify the further training and
qualification offensive;

4. continue testing of training for the
employed taking account of la-
bour market policy, individual
and employer interests;

5. support the elderly by means of an
extension of offensive labour mar-
ket policy instruments, whereby
the LMS is to exert all its means of
influencing firms not to remove
older workers from the labour
process;

6. support the employment of
women by intensifying training
measures and overcoming obsta-
cles to mobility. In particular,
greater support with child care
and other care duties and support
for socially acceptable forms of
part-time employment;

7. extend the range of instruments to
integrate the long-term unem-
ployed and other problem groups
among the unemployed; utilisa-
tion and testing of models in op-
eration in other countries;

8. extend the range of instruments to
integrate the disabled; utilisation
and testing of models in operation
in other countries;

9. extend counselling and informa-
tion services for young people
(BIZ: careers advice in cooperation
with schools). Implementation of
preventive measures and youth

Overall Developments

programmes (e.g. “Youth Initia-
tive ‘94 to 96") to prevent youth
unemployment and in support of
youth employment in problem re-
gions;

10. develop instruments to counter
seasonal unemployment and to
intensify its preventive efforts in
this area:

11. support those workers suffering
hardship due to Austria’s acces-
sion to the EU;

12.accompany the implementation
of the targets by means of occupa-
tional and labour market research
so as to evaluate the effectiveness
and the further development of
labour market policy instruments;
to pay special attention to the in-
troduction and application of
modern management methods;
introduce and implement instru-
ments based on decentralised,
quantitative targets and corre-
sponding controlling and moni-
toring and to evaluate and de-
velop them with respect to the ef-
fectiveness and degree of goal at-
tainment of the labour market
policy measures implemented.

Placement and Vocational Guidance

France

Agreement between the
Employment Service and
the Organisations Repre-
senting Temporary
Employment Agencies

Two employers’ organisations cover-
ing the temporary employment

agency branch exist in France:
PROMATT (Syndicat des professionels
du travail temporaire) and UNETT (Un-
ion nationale des entreprises de travail
temporaire). Membership of the two
organisations totals 500 firms, ac-
counting for more than 80% of the
branch activity volume.

In 1993 more than 5 million tempo-
rary employment contracts were
signed, 40% of the recorded signings
of employment contracts in France
(source: DPAE - declaration prior to

recruitment). Together the temporary
employment  agencies  employ
around 14,000 permanent staff who
manage the business dealings with
the user firms and recruit and admin-
ister the temporary workers.

In view of the desire, common to
the ANPE, PROMATT and UNETT,
to improve the services rendered to
firms, to increase the flexibility of the
labour market, and prevent long-
term unemployment by improving
job seekers’ chances of labour market
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integration, the three organisations
have committed themselves under a
framework partnership agreement to
collaborate on the basis of mutual re-
spect for the specific characteristics of
each organisation.

Aims
The temporary employment agencies

belonging to PROMATT and UNETT
are to

— disseminate, with the help of local
employment offices, their job offers
more widely, by making them
available to all the users of the
Agency;

- benefit from ANPE services to as-
sist them in the search for appli-
cants and their preselection;

— intensify their collaboration with
the public employment service.

The temporary employment agencies
and the local employment offices are
to exchange information pertaining to
the regular labour market, the tempo-
rary employment market and em-
ployment measures, so as to tailor
their respective services better to the
needs of job seekers. In particular,
they are to make use of the opportuni-
ties offered by temporary employ-
ment to facilitate the process of inte-
gration or reintegration of specific
groups (young people, the long-term
unemployed, the disabled, etc.).

On the basis of this agreement the
ANPE is keen to:

— develop an active partnership at lo-
cal level with the temporary em-
ployment agencies;

— increase the range of labour market
solutions offered to job seekers by
making available to them job offers
passed on by the temporary em-
ployment agencies;

- widen the range of reintegration
opportunities offered to job seek-
ers.

By these means, additional employ-
ment opportunities can be offered,
and in future it will be possible for job
seekers to view the job offers pro-
vided by the ANPE and the tempo-
rary job opportunities of the tempo-
rary employment agencies at one and
the same place.

Implementation

PROMATT and UNETT are to inform
their members of this agreement; they
are to be urged to make their job offers
available to the local employment of-
fice responsible on the basis of loca-
tion or occupational sector.

At local level the ANPE commits
itself to offering a personalised and
privileged service to temporary em-
ployment agencies belonging to
PROMATT and UNETT, one based
on cooperation between the directors
of the local employment offices and
the branches of the temporary em-
ployment agencies. Specifically, this
service will mean that the local em-
ployment office will disseminate and
process the temporary job offers. At
the request of the temporary employ-
ment agency, as client, the job offers
will be:

— displayed and made known to job
seekers, who may then present
themselves to the agency. These
publicly displayed offers will refer
to the name and address of the tem-
porary employment agency in
question. They will be clearly iden-
tifiable as temporary job offers and
will contain job descriptions and
requirements, in order to help job
seekers determine which offers
come into consideration for them.

— Or they will be processed in such a
way that the local employment of-
fice can present suitable candidates
to the agency.

In the case of temporary job offers for
a large number of workers, an ex-
tended period or for specific catego-
ries of workers (young people enter-
ing the labour market for the first
time, the physically disabled, etc.), in-
formation on the user firm will be
communicated to the ANPE. Such of-
fers will be processed, compared with
the available labour supply and filled
within a period appropriate to their
special character.

The actors

As far as the ANPE is concerned, the
operative forms taken by implemen-
tation can vary at local level. Depend-
ing on the strategy adopted, the direc-

tor of each local employment office
may take the initiative in signing a
local agreement with the temporary
employment agency operating in the
relevant sector. This will serve to flesh
out the bare bones of the national
agreement. Those responsible for lo-
cal branches of the temporary em-
ployment agencies belonging to
PROMATT or UNETT will be in-
formed of the agreement by their re-
spective federation and serve as part-
ners for the directors of local employ-
ment offices in putting the partner-
ship into practice.

United Kingdom

Changes to the Law on
Employment Agencies

Until early this year the Employment
Agencies Act 1973 required all em-
ployment agencies in Great Britain to
be licensed by the Department of Em-
ployment. The licensing requirement
was abolished on 3 January 1995 as a
result of the Deregulation and Con-
tracting Out Act 1994.

The abolition resulted from a re-
view of the licensing system which
showed that the bureaucratic and fi-
nancial burdens which it imposed on
the employment agency industry
were no longer justified. During the
last few years of the system the De-
partment of Employment received
over 4 000 new licence applications
each year and over 10000 renewal
applications. By comparison the De-
partment had cause to refuse or re-
voke an average of only 4 licences per
year. Moreover, experience had
shown that the licensing system did
not establish a licence holder’s hon-
esty or reliability for all time.

However, only the licensing re-
quirements of the 1973 Act have been
abolished. Statutory minimum stand-
ards of conduct for agencies specified
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in the Act and in regulations made
under it remain in force. So do the
powers of entry and inspection of
Employment Agency Inspectors.
With the abolition of licensing, in-

Job Creation

Belgium

Modification of the Plan
to Promote the Recruit-
ment of the Unemployed

The recruitment plan provides for a
reduction in employer social security
contributions for certain types of re-
cruitment occurring between 1 Janu-
ary 1995 and 31 December 1996 (cf.
iMi 49). Two Royal Decrees had al-
ready been enacted to implement this
recruitment plan. The first (of 23 De-
cember 1994) laid out the formalities
which the employer must fulfil in or-
der to benefit from the plan’s provi-
sions. The second (of 27 December
1994) set out the categories of job
seekers which entitle the employer to
a cut in social insurance contribu-
tions, and the extent, the duration and
the conditions of this reduction. Sub-
sequently, Royal Decree of 30 March
1995, an amendment of the Royal De-
cree of 27 December 1994 (Moniteur
belge,11.04.95) has led to fundamental
modifications in a number of these
provisions. In addition, Royal Decree
of 30 March 1995 implementing
Chapter II of Title IV of the Law
of 21 December 1994 (Moniteur belge,
11.04.95) has set out the application
procedures regarding the recruiting
enterprises.

Placement and Vocational Guidance

spectors can now concentrate all their
efforts on the investigation of com-
plaints, other indications of possible
breaches of the law and random
checks.

Conditions relating to job seekers

The Royal Decree of 30 March 1995
modifying that of 27 December 1994
has introduced a number of clarifica-
tions in the definition of the catego-
ries to which the worker must belong
on recruitment for the employer to
benefit from the advantages of the
recruitment plan; these are the un-
employed entitled to full benefit,
minimum social benefit (minimex)
recipients, those who have com-
pleted a period of training and/or
guidance in a vocational training en-
terprise, those who have completed a
period of part-time education, those
employed under a work-training
contract and those who have com-
pleted an apprenticeship within the
framework of a partnership agree-
ment.

In addition to these groups the
Royal Decree of 30 March 1995 has
added a number of categories of
workers who had not been consid-
ered eligible until then:

a)job seekers registered with a com-
munity fund for the social and oc-
cupational integration of the disa-
bled who, during the six months
prior to recruitment, have worked
not more than 150 hours in depend-
ent employment or three months in
self-employment;

b)job seekers who

— during the 12 months prior to
recruitment completed a period

Former powers to refuse and re-
voke licences have been replaced by
new powers to prohibit people from
carrying on agencies on grounds of
misconduct or other unsuitability.

of at least six months’ employ-
ment in an “insertion enterprise”
recognised by the Ministry of
Employment and Labour;

- do not hold an upper secondary
education certificate;

c) job seekers who are aged less than
30 on recruitment and who:

— are not entitled to the “waiting
allowance” because they have
not completed the required stud-
ies;

- during the 12 months prior to
recruitment, calculated to the
day exactly, with the exception of
the admissible working periods
set out in the following point,
were registered unemployed
with the regional employment
office;

— during the course of this same
period worked not more than 150
hours in dependent employment
or three months in self-employ-
ment;

d)job seekers who, in the three years
prior to recruitment, became unem-
ployed as a result of the termina-
tion of a period of uninterrupted
employment lasting at least 12
months under a working time re-
gime of less than 18 hours (but at
least one third of normal working
hours), provided they fulfil the fol-
lowing conditions:

- during the 12 months prior to
recruitment, calculated to the
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day exactly, with the exception of
the admissible working periods
set out in the following point,
were registered unemployed
with the regional employment
office;

— during the course of this same
period worked not more than 150
hours in dependent employment
or three months in self-employ-
ment;

These conditions have also to be ful-
filled by

e) job seekers who, during the three
years prior to recruitment filed for
bankruptcy or became unem-
ployed due to the bankruptcy of
the firm they were managing.

Extent of the reduction in employer
social insurance contributions

For job seekers who, during the 12
months prior to recruitment were un-
employed on full benefit, in receipt of
minimum social benefit or belonging
to one of the categories mentioned
above, the reduction in employer so-
cial insurance contributions amounts
to:

— 75% from the date of recruitment to
the end of the fourth quarter fol-
lowing that in which recruitment
occurred;

— 50% for the fifth to the eighth quar-
ter inclusively following that in
which recruitment occurred.

For job seekers who were unem-
ployed on full benefit or in receipt of
minimum social benefit during the 24
months prior to recruitment, the re-
duction in social insurance contribu-
tions rises to:

— 100% from the date of recruitment
to the end of the fourth quarter fol-
lowing that in which recruitment
occurred;

- 75% for the fifth to the eighth quar-
ter inclusively following that in
which recruitment occurred.

For the other categories of workers
the higher level of reduction is not
available even if they meet the rel-
evant conditions for 24 months or
longer.

Special provisions for recruiting
firms (entreprises d’insertion)

Under Royal Decree of 30 March 1995
implementing Chapter II of Title IV of
the Law of 21 December 1994, firms
qualify for a reduction in employer
social insurance contributions on re-
cruiting particularly hard-to-place
job seekers.

By such “entreprises d’insertion” the
law understands companies and as-
sociations that are legal entities and
are recognised and subsidised as such
by the relevant authority of the region
or linguistic community, and the aim
of which is the social and occupa-
tional integration of particularly
hard-to-place job seekers by means of
a productive activity related to goods
or service production.

The following groups of job seek-
ers are classified as particularly hard-
to-place: those who, on recruitment;

— had been registered unemployed
for at least 12 months with a re-
gional employment office;

- do not hold an upper secondary
educational certificate;

- during the previous 12 months did
not benefit from full-time educa-
tion or training and worked for not
more than 150 hours in dependent
employment or more than three
months as self-employed.

Such workers may be employed by
the insertion firms within the frame-
work of a full or part-time contract,
on condition that the latter amounts
to at least 50% of full-time employ-
ment.

Insertion enterprises benefit from
the following reduction in employer
social insurance contributions on re-
cruiting particularly difficult-to-place
job seekers:

— 100% from the date of recruitment
to the end of the fourth quarter fol-
lowing that in which recruitment
occurred;

— 75% for the 5th to the 8th quarter;
— 50% for the 9th to the 12th quarter;
— 25% for the 13th to the 16th quarter.

Italy |

New Regulations in
Support of Young Entre-
preneurs

Decree-law no. 695 of 24 November
1994 has introduced new conditions
for the provision of incentives to
young entrepreneurs. It stipulates
that firms which exhibit particular
characteristics and commit them-
selves to realise certain projects can
benefit from various allowances.
Such firms include producer and
worker cooperatives meeting a
number of special conditions (e. g.
entered in the prefectural register). In
addition, the firms in question must
have their legal, administrative and
operative location within the regions
covered by objectives 1, 2 and 5 b of
EC directives no. 2081 of 20.7.1993. As
is well know, these targets refer to

- the promotion of development and
structural adjustment in regions
facing developmental problems;

— the restructuring of regions (in-
cluding border regions or sub-re-
gions) hard hit by industrial de-
cline;

- support for agricultural develop-
ment, also in the sense of the struc-
tural adjustment of rural areas (ob-
jective 5b).

To be eligible for support firms
must exhibit the following character-
istics: they must consist exclusively of
young people aged between 18 and
35, or primarily of young people aged
between 18 and 29 who, as of 1 Janu-
ary 1994, hold the absolute majority
(in terms of both number and share-
holding) and are resident in the
above-mentioned regions.

Particularly eligible for financing
are projects for goods production in
the agricultural, craft and industrial
sectors or in service enterprises ren-
dering services to firms of all sectors.
Excluded from the measure are all
projects which do not lead to the ex-
tension of the entrepreneurial, pro-
ductive or employment base, which
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are not innovative in character with
respect to the proposed initiatives,
and which involve planned invest-
ment in excess of 5 billion lire.

Moreover, in order to ensure that
fictitious firms are not set up merely
to benefit from the support available,
the Decree stipulates (Article 2, Para-
graph 4) that the entrepreneurial ac-
tivity described in the project must be
performed for at least ten years from
the date on which the firm in question
receives the benefits.

The incentives are as follows:

— capital grants and subsidised loans
in line with the limits fixed by the
EU;

— management grants;

- technical assistance from the Asso-
ciation for Young Entrepreneurs
during the investment realisation
phase and the starting phase of the
injtiatives;

- support for training and vocational
qualifications required in order to
realise the project from the Associa-
tion for Young Entrepreneurs.

It is to be noted that the above-men-
tioned incentives may not be com-
bined with other forms of support
provided by the EU, national or re-
gional government or public funding
of any sort (either before or after the
granting of the support).

The following forms of spending
are eligible for support:

— feasibility studies including market
analysis;

— production sites;

- buildings (purchase or construc-
tion);

- machinery and equipment;

— other material and immaterial
goods linked directly to the pro-
duction process.

The contribution to the costs of man-
agement amounts to 70% in the first
year, 60% in the second and 40% in
the third year and covers spending up
to 700 million lire.

The feasibility studies must:

- indicate the skills and experience of
the partners and the respective en-
terprise functions to be performed
by the various partners;

- indicate the proposed market;

— and investment, and

- provide proof of the economic ra-
tionality of the investment.

An additional interesting element is
that the most representative profes-
sional associations may take a share
of up to 3% in the equity capital of the
firm run by young entrepreneurs.

Portugal

Support for the Recruit-
ment of Young People
and the Long-term
Unemployed

In May 1995 a new Decree-law came
into force (no. 89/95 of 6.5.1995), the
aim of which is to provide incentives
to recruit young people aged between
16 and 30 looking for their first job
and the long-term unemployed.

For permanent employment con-
tracts there are two forms of support
which the employer may claim simul-
taneously:

— financial aid in the form of grants to
the value of 12 times the national
minjmum wage for each new job
created;

— exemption from social security
contributions for a period of 36
months.

Fixed-term employment contracts en-
title the employer to support in the
form of a 50% reduction in social secu-
rity contributions for the duration of
the employment relation. This provi-
sion is to remain in force only until
31.12.1996.

In order to be entitled to the finan-
cial support, an employer must create
new jobs. In order to benefit from the
exemption or reduction in social in-
surance contributions, the employer
must show that the size of the
workforce has increased since De-
cember of the previous year.

Job Creation

Portugal

Programme for Local

Development Initiatives
(IDL)

The Programme for Local Develop-
ment Initiatives (IDL) established by
Decree-law no. 34/95 of 11.2.95 and
regulated by resolution no. 57/95
(17.6.95) of the Council of Ministers
has the following fundamental aims:

— to create new jobs by stimulating
local initiatives;

- to prevent outward migration, par-
ticularly of young people, from ar-
eas suffering from declining popu-
lation;

— to maintain cultural diversity,
goods production and artisanal
services, including tourism, on the
national and international market.

The Programme encompasses a
number of measures which have been
evaluated positively — such as the lo-
cal employment initiatives (ILE) -
and regulates the support available
for job creation and small-scale pri-
vate investment within a single statu-
tory framework. It contains not only
the incentives established by the new
decree-law for very small enterprises
(with less than 10 employees), but
also provisions derived from the ap-
plication of the Regional Incentives
System established in 1994.

The incentives for very small enter-
prises are as follows:

- investment subsidies of up to 75%,
depending on project type;
~ favourable credit terms;

— grants for the creation of new jobs
equivalent to 12 times the national
minimum wage for each job cre-
ated.

The incentives for very small enter-
prises benefit not only firms realising
fixed-capital investments of less than
Esc. 20,000,000, but also non-profit
organisations, particularly private
charitable institutions, investing less
than 75,000,000 in fixed capital.
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Responsible for coordinating the
Programme is the Ministry for Plan-
ning and Territorial Administration.
Also involved are the financial insti-
tutions participating in the adminis-
tration of the project and the public

Training

Spain

General Survey of Voca-
tional Training in Spain

The system of vocational training in
Spain is currently undergoing a com-
plete reorganisation in line with the
principles and objectives set out in the
national vocational training pro-
gramme (Programa Nacional de For-
macion Profesional - PNFP) which was
elaborated by the General Vocational
Training Council and approved in
1993 by the Council of Ministers.
Starting from a conception of voca-
tional training as suitable preparation
for working life and as the acquisition
of vocational skills which facilitate la-
bour market integration and career
advance, one of the PNFP’s priority
objectives is to coordinate the imple-
mentation of vocational training for
those in education and those already
in employment, articulating in a co-
herent whole the sum of all efforts and
measures for both groups.

The legal instruments on which the
PNFP is based include, among others,
the general legal ordinance on the
education system (LOGSE); on com-
ing into force in 1990 the law initiated
the school reform and that of regular
vocational training; the national
training and vocational insertion plan

bodies concerned, in particular the
Institute for Employment and Voca-
tional training (IEFP), the Institute
for Small and Medium-sized Enter-
prises and Investment Promotion
(IAPMEID), the tourism fund, the Di-

(Plan FIP, cf. iMi 43) which referred to
the organisation of practical voca-
tional training for the unemployed;
the national agreement on vocational
further training and the tripartite
agreement on continuing training (cf.
iMi 41) which regulate the organisa-
tion of continuing training for the em-
ployed, together with the support,
guidance and collaboration of the
public administration with regard to
this type of training. Finally, Law 10/
199 (previously enacted as Royal De-
cree-law 18/1993) (iMi 45) has estab-
lished a new configuration of training
contracts (practical training and ap-
prenticeship contracts), and undoubt-
edly plays a central role in terms of
vocational training and employment
in Spain.

In territorial terms it is to be noted
that five autonomous areas (Anda-
lucia, the Canary Islands, Catalonia,
Galicia and the Valencia Region) have
assumed responsibility for managing
and implementing vocational train-
ing programmes; they bear full re-
sponsibility for regular and practical
vocational training. Two other au-
tonomous areas (Navarre and the
Basque country) have such rights
with respect to regular vocational
training.

As far as regular vocational training
is concerned, the educational system

envisaged by the LOGSE, and which
is gradually being implemented, pro-

rectorate-general for Trade, the Insti-
tute for Agricultural Markets and the
Agro-Food Industry (IAMAIAA)
and the Directorate-general for Social
Affairs.

vides for the inclusion of the content
of standard vocational training both
within secondary (12 to 18 year-olds)"
and higher education (18 and older).

Within secondary education, in the
compulsory first phase (12 to 16 year-
olds) and the voluntary second phase
(16 to 18 year-olds) basic vocational
training is to be provided; in the sec-
ond phase specific, medium-level vo-
cational training is also available.
Specific, high-level vocational train-
ing is to take place within higher edu-
cation for those aged over 18.

Basic vocational training is con-
ceived of as a polyvalent technical
training which prepares students for
subsequent specific vocational train-
ing. During specific training, students
are to acquire knowledge, abilities,
skills and attitudes in preparation for
exercising a specific profession. On
completion of specific training, suc-
cessful students receive a correspond-
ing professional title. Training con-
cludes with two different qualifica-
tion levels: training within the frame-
work of the second phase of second-
ary education (16 to 18 year-olds)
leads to the title of technician, while
that conducted within higher educa-

1 The ages given here are illustrative in na-
ture and refer to children following a “nor-
mal” educational biography beginning
with compulsory schooling. Older children
lacking the required certificates may enter
the various training cycles by taking an
external examination.
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tion (over 18s) leads to the title of
graduate technician (téchnico supe-
rior). Both training modules provide
for alternating periods of theoretical-
practical training and practical train-
ing within enterprises.

For the academic year 1994-95 the
education authorities have initiated a
number of experimental modules at
medium and high level for a variety
of occupational groups, with a view
to definitively replacing the old edu-
cational system - currently the two are
running parallel - in the coming years.

Under the new vocational training
ordinance, the education system,
through the mediation of the educa-
tional authorities, has also been
charged with the following tasks:

a)implementing so-called “Social
Guarantee Programmes”, which
offer those lacking an academic or
vocational qualification an alterna-
tive type of schooling leading to a
vocational qualification. In the
course of 1994 and 1995 profes-
sional initiation programmes,
which include general and specific
vocational training, have been con-
ducted in various occupations and
sectors (hotel and catering, tour-
ism, automobile industry, metal-
working, etc.), together with so-
called Guaranteed Training work-
shops in which apprenticeship for a
particular job predominates;

b) progressively assuming responsi-
bility for the general basic training
for the active population (em-
ployed and unemployed) required
in order to be able to participate in
practical and continuing vocational
training programmes, such as vo-
cational training for first-time job
seekers who lack academic or voca-
tional qualifications.

As far as practical vocational training is

concerned, the bodies responsible for

the labour market (INEM and the au-
tonomous areas) will assume the fol-
lowing responsibilities:

a) Management of the Plan FIP (plan
for vocational training and inser-
tion) aimed at all the unemployed,
but with priority for those in receipt
of unemployment benefits; the

long-term unemployed aged over
25; those aged less than 25 that have
worked for at least six months;
those facing particular difficulties
in entering or re-entering the la-
bour market, first-time job seekers,
for whom the enterprise requests
concrete training measures on con-
dition that it then recruits 60% of
the participants in the measure.

b)Management of the programmes of
the “workshop schools” (Escuelas
Taller) and the youth training cen-
tres (Casa de Oficios), which are ori-
ented specifically towards first-
time job seekers aged less than 25
lacking professional qualifications
who are not covered by the “social
guarantee programmes”.

The vocational training courses un-
der the Plan FIP are implemented ei-
ther directly by the Plan’s own mana-
gerial administration or by so-called
“collaboration centres” (centros colla-
boradores). The programme of training
courses is drawn up annually by the
managerial administration INEM or
the autonomous areas responsible.
The course offers are oriented to the
training needs as identified by the
INEM Employment Observatory (on
the basis of an analysis of recruitment
trends and the occupational integra-
tion of trained personnel) in the vari-
ous geographical regions and sectors.
The courses, which include periods of
practical training in enterprises or
workshop schools, are divided into
modules in such a way that a student
completing all the training modules
obtains a certificate on completion of
the course.

The so-called “collaboration cen-
tres” (enterprises and institutions,
educational establishments, employ-
ers’ federations and trade unions),
which organise the courses, partici-
pate yearly in the planning of the
course programme.

The programmes of the workshop
schools and the youth training cen-
tres, in which work and training alter-
nate, are tailored to the needs of un-
employed youth. They receive train-
ing in activities offering employment
opportunities in, among other areas,
conservation, recuperation and pro-

Training

motion of the natural and urban envi-
ronment. If the participants receive
complementary training to prepare
them for job search, this is financed
either externally or by the training
establishment. Once the training pe-
riod has been completed, trainees re-
ceive a certificate detailing the voca-
tional qualifications acquired and the
training modules completed.

The social partners constitute the
second pillar of the practical voca-
tional training: further training for the
employed. These training measures
are administered at central level by
the Continuing Training Foundation
(FORCEM), an institution set up by
the trade unions and employers’ fed-
erations.

In principle the training measures
are canalised via training plans, al-
though it is envisaged that workers
receive financial support for indi-
vidual training leave. The training
plans cover training measures by
firms with more than 200 employees,
those of a group of enterprises with
less than 200 employees, and those
organised by unions and employers’
organisations (training plans tran-
scending sectoral boundaries). The
plans set out the objectives and con-
tent of the training measures, the
groups of workers for which they
have been conceived, schedules and
modes of organisation.

This overview of two areas of the
Spanish vocational training system,
one in the hands of the educational
authorities, the other the responsibil-
ity of the labour market administra-
tion and the social partners), has re-
frained, for reasons of simplicity and
general comprehension, from de-
scribing other supplementary meas-
ures proposed by the PNFP to im-
prove the quality of the educational
system. It will suffice merely to men-
tion them by name: the creation of a
state coordination network for train-
ing centres; the renewal and develop-
ment of regular vocational training
and of the national centres for practi-
cal occupational training; the devel-
opment of programmes for teachers,
for job seekers, for vocational orienta-
tion, for the evaluation of work inte-
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gration measures and the certification
of qualifications in order to further
the free circulation of labour within
the European Union.

It is important to note that within
the framework of the restructuring of
the Spanish vocational training sys-

tem the Ministry of Labour and Social
Security and the Ministry of Educa-
tion and Science have, on an inter-
ministerial basis, embarked on the es-
tablishment of a National Qualifica-
tions System. The aim of this system is
to ensure the mutual recognition of

certificates from the regular and the
practical  occupational  training
schemes. To this end the relevant
catalogues, the Catalogue of Occupa-
tional Titles and the National Register
of Professional Certificates, are to be
overhauled.

Social Security, Unemployment Benefits

Germany

The Reform of Unem-
ployment Assistance
(Arbeitslosenhilfe)

Following a decision by the cabinet,
the Federal Ministry of Labour and
Social Affairs is to present a legal
amendment on the reform of unem-
ployment assistance. The aims of the
reform are to coordinate between un-
employment assistance and mini-
mum social benefit (Sozialhilfe) more
closely and in a way compatible with
the system as a whole, to promote re-
entry into the labour market and im-
prove incentives to work, and to rein-
force the principle of subsidiarity un-
derpinning means-tested unemploy-
ment assistance.

In particular, the amendment is to
include the following main measures
with significant financial implica-
tions.

1. Promotion of labour market re-entry
and the creation of incentives for unem-
ployment assistance recipients to work

A regulation is to stipulate that re-
cipients of unemployment assistance
are to be allocated to job creation
(ABM) and “productive labour pro-
motion” measures (§§ 242s and 249h
of the Labour Promotion Act - LPA)

to an extent corresponding to their
share of the unemployed. Until now
unemployment assistance recipients
have been underrepresented in both
ABM and the programmes under
§§ 242s and 24%9h LPA, despite the
fact that such programmes are ori-
ented specifically towards the long-
term unemployed. The aim of this
initiative is to ensure that a greater
number of unemployment assistance
recipients take up paid employment
and that recipients account for a
greater proportion of those pro-
moted. The willingness of unemploy-
ment assistance recipients to take up
employment will be tested by means
of a job offer. The increased use of
these measures will lead to a sta-
bilisation and will improve the skill
levels of unemployment assistance
recipients and will thus improve
their chances of placement.

2. The introduction of “work-training”
(Arbeitstraining) measures

New, short-duration “work-training”
(Arbeitstraining) measures are to be
introduced in order to identify the
suitability of benefit recipients for cer-
tain types of work and as a means to
enable recipients to acquire addi-
tional qualifications together with
support and assistance for job appli-
cations. Such offers will improve un-
employment assistance recipients’
chances of obtaining employment on
the regular labour market.

3. Introduction of “employee assistance”
(Arbeitnehmerhilfe)

Young benefit recipients, in particu-
lar, are to be offered so-called “em-
ployee assistance”, creating incen-
tives to accept low-paid and short-
term employment: for instance sea-
sonal work. The domestic unem-
ployed can apply for a wage bonus of
DM 25 per day.

Currently around 150,000 work
permits are being granted to foreign
workers, despite high unemployment
in Germany. The employee assistance
should enable benefit recipients to be
placed in seasonal work in the agri-
cultural sector and in other areas.

4. Early retirement

Recipients of unemployment assist-
ance are to be obliged to take an early
retirement pension. Unemployment
assistance is a central-government fi-
nanced welfare benefit. Conse-
quently, there is no justification for a
person entitled to a social insurance
pension continuing to claim the state
welfare benefit, as the latter is subsidi-
ary to the former. A regulation is to be
introduced under which the unem-
ployed individual is to be directed to
claim his/her benefit entitlement un-
der the social insurance scheme.

5. Efforts to be intensified to identify
claimants’ assets

Greater efforts are to be made to de-
termine the assets held by unemploy-
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ment assistance recipients and their
spouses; above a certain level such
assets lead to reduction of benefit en-
titlement. Until now such a deduction
was only possible if the unemploy-
ment assistance claimant correctly re-
ported his/her financial position to
the employment office. This fact of-
fered an incentive to give an incorrect
account of existing personal wealth
and thus to illegally claim benefit, to
the detriment of honest claimants. In
future, verification of the reported
data is to be intensified in cooperation
with the Federal Office of Finance. By
avoiding unjustified payments, the
resources for those genuinely in need
will be safeguarded.

6. Level of unemployment assistance to be
more closely linked to time and situa-
tion-related criteria

When granting unemployment as-
sistance for the first time and subse-
quently verifying entitlement, the
level of benefit entitlement is in future

Social Security, Unemployment Benefits

to be more closely linked to time and
situation-related criteria. Instead of
basing the entitlement level — as has
been the case up to now —on previous
earned income, the indicator also
used to determine entitlement to un-
employment benefit (Arbeitslosengeld,
the benefit drawn prior to unemploy-
ment assistance), measurement is to
be based on the earned income that
the unemployed person could expect
to earn under current labour market
conditions.

7. “Original” unemployment assistance
to be abolished

The so-called “original” unemploy-
ment assistance was a special state
welfare benefit for those categories of
the unemployed lacking any link
with the labour market (such as
judges, civil servants, military per-
sonnel) and for those who had
worked and paid social insurance
contributions for less than 150 calen-
dar days. This benefit is to be abol-

Special Categories of Workers

Belgium

The Guidance Plan for
the Unemployed

The Cooperation Agreement of 7
April 1995 between the state, the lin-
guistic communities and the regions
on the Guidance Plan for the Unem-
ployed (plan d’accompagnement des
chomeurs) (Moniteur belge, 4.7.95) pro-
vided for the extension of this plan
until the end of 1995, together with a
reorientation of a number of modes of
application. This Agreement came
into force on 1.4.1995 and replaces the

Cooperation Agreement of 22 Sep-
tember 1992 (cf. iMi 40).

The general aim of the Guidance
Plan is to prevent the emergence of
long-term unemployment and to per-
mit the unemployed receiving guid-
ance to establish a foothold on the
labour market. More specifically, to
this end the plan aims:

— to improve the ability of the unem-
ployed person to reenter the labour
market by means of specific and
intensive guidance by the offices
and authorities responsible for em-
ployment and vocational training;

— to support the efforts of job seekers
to reenter the labour market;

ished, a move justified by the inad-
equate link to the labour market. Spe-
cial provisions are to be made for
those unemployed on completion of
military and alternative-civilian serv-
ice. The impact of the abolition of the
measure is to be cushioned by other
social policy measures.

Planned dates of introduction

The measures under points 1 to 6 are
to be brought together in a statutory
amendment on the reform of unem-
ployment assistance. They are to
come into force on 1 April 1996. Meas-
ure 7 is to be brought forward and is
to come into force on 1 January 1996.

Financial effects

Together, the measures described in
the above points 1 to 7 will reduce
public spending on unemployment
assistance by DM 3.4 billion in 1996
and DM 3.8 billion in subsequent
years. '

— to raise the insertion rate of the un-
employed persons concerned.

Target groups

The guidance plan is a mandatory
measure addressed to all unem-
ployed persons on full benefit who
are compulsorily registered as un-
employed, aged less than 45, enter-
ing their tenth month of unemploy-
ment and do not hold an upper
level secondary education certifi-
cate. The regions may decide to ex-
tent the guidance plan on a volun-
tary basis to cover all the unem-
ployed on full benefit aged 46 or
over and entering their tenth month
of unemployment.
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Procedures

The guidance plan consists of two
phases.

In the first phase the regional em-
ployment office draws up a “diagno-
sis” of the situation of the unem-
ployed person in question and in-
forms the individual of his/her
chances on the labour market.

During the course of the second
phase, which lasts at least three
months, the regional employment of-
fice presents to the unemployed per-
son in question an action programme
within the framework of a guidance
agreement. This programme takes ac-
count of the age, the personal, social
and professional abilities of the un-
employed person and contains an
analysis of the individual’s options on
the labour market. Within the frame-
work of the action programme, to
which every unemployed person
from the target group is entitled, the
regional employment office may, as
necessary, pay particular attention to
specific characteristics.

In the course of implementing the
guidance agreement, the regional
employment office regularly organ-
ises intensive measures adjusted to
the needs of the guidance plans. Spe-
cifically, these plans contain meas-
ures relating to orientation, guidance,
vocational training, placement and
the continual evaluation of the unem-
ployed in the programme.

At the latest four months after sign-
ing the guidance agreement, the re-
gional office makes an evaluation
which is then transmitted to the Na-
tional Employment Office (ONEM).
For those individuals pursuing an ac-
tion programme of longer duration, a
final evaluation is to be transmitted at
the latest 12 months after signing the
guidance agreement.

For those unemployed individuals
accepting and executing in good faith
the action plan presented to them, the
point at which entitlement to unem-
ployment benefit is suspended due to
long-term unemployment is post-
poned. By contrast, the relevant data
on those unemployed individuals
who refuse to accept the guidance

agreement, who lose interest in the
course of its execution, or who fail
through fault of their own will be
communicated to the ONEM, which,
where appropriate, will impose the
sanctions applying to those turning
down job offers or training places or
who are not available for work. The
regulations applying to the transfer of
data between the ONEM and the re-
gional employment offices are set out
in an annexe to the cooperation agree-
ment.

Employment-promoting measures

The regions have committed them-
selves to reserve some of the places on
employment programmes and part of
the recruitment support funds for
those unemployed who have signed a
guidance agreement.

As far as guidance, vocational
training and insertion are concerned,
the regions and the linguistic com-
munities will pay particular atten-
tion to those areas in which there is a
labour shortage or genuine recruit-
ment prospects and to those sectors
that have concluded a cooperation
agreement within the framework of
the utilisation of sectoral funds for
employment promotion set out in
the national agreement 1995-1996 (cf.
iMi 49).

The federal authority has commit-
ted itself to focus the benefits of the
reductions in employer social insur-
ance contributions more closely on
those employers recruiting unem-
ployed persons who have signed a
guidance agreement.

Financial resources

The guidance plan for the unem-

ployed is financed by a special contri-

bution (0.05% of payroll) paid by the
employers.

The financial resources earmarked
for the guidance plan will be distrib-
uted in the following way:

— a maximum of FN 200,000,000 has
been earmarked for the ONEM to
cover monitoring costs;

— a maximum of FB 100,000,000,000
has been earmarked for the regions
for their guidance activities;

— a maximum of FB 800,000,000 has
been earmarked for the relevant
federal bodies for supplementary
vocational training.

Ireland

Maternity Protection
Act, 1994

The Maternity Protection Act, 1994
repealed and re-enacted, with
amendments, the Maternity Protec-
tion of Employees Act, 1981, while
also implementing the employment
rights aspects of the EU Pregnant
Workers Directive (92/85/EEC). The
Act covers any employee whois preg-
nant, who has recently given birth or
who is breastfeeding. It entitles such
employees to 14 consecutive weeks’
maternity leave, during which all
employment rights (other than the
right to remuneration) are guaran-
teed. It also entitles them, at their own
option, to additional maternity leave
of up to four weeks, which must fol-
low on immediately from the mater-
nity leave. Employees who satisfy so-
cial security contribution conditions
receive a maternity benefit of up to
70% of their gross weekly pay (subject
to a ceiling) during the 14-week pe-
riod. The optional additional mater-
nity leave is at the employee’s own
expense. During pregnancy and for
the 14-week period immediately fol-
lowing the birth, employees are enti-
tled to time off without loss of pay for
ante-natal and post-natal medical vis-
its.

The Actalso introduced a new enti-
tlement to health and safety leave for
such employees, if there is a risk to
them in the workplace. Separate
health and safety legislation requires
employers to remove the risk to these
employees or, if this is not feasible, to
offer them suitable alternative work.
When neither option can be reason-
ably exercised, the entitlement to
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health and safety leave arises. An
employer is liable to pay the em-
ployee normal basic pay for the first
three weeks of this leave; thereafter
eligible employees receive a health
and safety benefit from the Depart-
ment of Social Welfare.

A new right to leave for an em-
ployed father in the event of the death
of the mother within 14 weeks of the
birth has also been created. In these
circumstances the father is entitled to
the remaining time off up to the end of
that 14th week and to opt for the four
additional weeks’ leave.

Following any absences author-
ised under the Act, an employee has
the right to return to work in the same
employment and under the same con-
ditions. During maternity leave,
health and safety leave, natal care ab-
sences and some of the father’s leave,
employment rights (e.g. annual
leave, increments, seniority) are pre-
served. While additional maternity
leave and some leave for the father
does not count as reckonable service,
continuity of employment before and
after the leave period is preserved.

A dispute under the Act may be
referred to a rights commissioner and
may be appealed to the Employment
Appeals Tribunal. A rights commis-
sioner or the Employment Appeals
Tribunal may, as appropriate, order
either party to the dispute to take cer-
tain action in resolution of the dispute
and at the same time may order the
grant of leave for a specified period
and/or compensation of up to 20
weeks’ remuneration to the em-
ployee. If the dispute relates to a dis-
missal it is dealt with under the Unfair
Dismissal Act 1977, which has been

amended by the 1994 Act so has to
provide that no qualifying period of
service in employment is required
before the dismissals legislation ap-
plies. Dismissals relating to an em-
ployee’s exercise of rights under the
1994 Act or to matters connected with
pregnancy, giving birth or breast-
feeding are deemed to be unfair dis-
missals. Technical disputes about
health and safety matters must be re-
ferred to the Health and Safety Auth-
ority, which is the statutory authority
for such matters.

Ireland

The Adoptive Leave Act,
1995

The Adoptive Leave Act, 1995 was
introduced to give a statutory right to
leave to an adopting mother or sole
male adopter, so that they would
have a similar level of entitlement to a
natural mother on maternity leave.
The Act, which came into operation
on 20 March 1995, provides for an
entitlement to a minimum of 10 con-
secutive weeks’ adoptive leave com-
mencing on the day of placement of
the child. The leave is regarded as
reckonable service and all employ-
ment rights (exept the right to remu-
neration) are protected. During adop-
tive leave eligible employees also re-
ceive social welfare benefit.

Special Categories of Workers

The Act also provides for an enti-
tlement to additional adoptive leave
of up to four weeks, which may be
taken immediately after adoptive
leave. The periods of employment
immediately before and after the ad-
ditional leave are deemed to be con-
tinuous, but the four weeks are not
reckonable service. In the case of a
foreign adoption, part, or all, of the
additonal adoptive leave may be
taken immediately in advance of the
day of placement.

In the event of the death of an
adopting mother before or during
adoptive leave, the adopting father is
entitled to take leave. The duration of
this leave is up to the tenth week after
the day of placement, or up to the
fourteenth week after the day of
placement, should the father wish to
take additional adoptive leave.

Employees absent under the terms
of the Act retain the entitlement to
return to work when the leave termi-
nates. As long as the they comply
with specified notification proce-
dures, employees may return to the
same work under the same terms and
conditions of employment as existed
before the commencement of the
leave.

Having commenced adoptive
leave, an employee must furnish the
employer with a certificate of place-
ment, or a declaration of eligibility in
the case of a foreign adoption, as soon
as is practicable and no later than four
weeks after the leave commences.
These documents are available from
the adoption society or health board
which arranged the placement, or
from An Board Uchtala (the Irish
adoption board).
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Italy

New Regulations
Regarding the Use of
the Development Fund

Provision was made for creating a
development fund (Fondo per lo
sviluppo) in Article 1 of Decree-law no.
147 of 20 May 1993, converted into
Law 236 of 19 July 1993. However, in
order to be put into effect, it was nec-
essary to amend a regulation specify-
ing a number of criteria and forms of
implementation. This regulation had
been published in the official gazette
no. 138 of 15 June 1995 (Decree of the
President of the Council of Ministers
of 3 November 1994, No. 773), which
provided for the realisation of devel-
opment projects using resources from
the development fund. Yet this only
appliesinregions covered by targets 1
and 2 of EC directives no. 2052/1988
and 328/1988 and in Law no. 181/
1989 (reindustrialisation measures
for the restructuring of the steel in-
dustry). These include regions suffer-
ing from a severe imbalance between
labour supply and demand (cf. Arti-
cle 6 of the Decree no. 616/1977).!
Such programmes must contain the
following elements:

1. Measures to realise new enterprise
initiatives, from reindustrialisation
projects to the restructuring and
conversion of the productive appa-
ratus enabling the reemployment
of those workers previously ex-
cluded from production;

2. measures in support of industry
(including producer services);

3. support measures aimed at raising
the overall efficiency of an entire
area, for example by acquiring re-
dundant commercial sites, restruc-
turing and reconstituting them, or
by developing the technological in-
frastructure.

In addition, programmes must be
prepared in accordance with a pattern

set out by the Ministry of Labour, Di-
rectorate-general ~ “Employment”.
Applications can also be made by
consortia, public bodies, etc. Applica-
tions must contain the following ele-
ments: a) general guidelines and spe-
cific initiatives to overcome the crisis
situation(s), b) a definition of the em-
ployment targets with a list of the
workers whose return to work is
planned, and ¢) a financial plan.

For the purposes of examining and
evaluating the programmes, the la-
bour ministry has established a spe-
cial structure consisting of civil serv-
ants from various departments (Min-
istry of Industry, Treasury, Ministry
of Labour, etc.) together with repre-
sentatives of the “Committee for the
Coordination of Employment Initia-
tives” established by the president of
the council of ministers. (This com-
mittee is responsible in particular for
monitoring the initiatives once imple-
mented.)

When examining the programmes
the following points will be given spe-
cial emphasis:

— evaluation of the likely employ-
ment implications of the pro-
gramme and its effectiveness in
terms of the socio-economic devel-
opment of the area;

— examination of the coherence and
feasibility of the programme.

The following points will also be con-
sidered:

— the planned location of the pro-
posed initiatives in the areas par-
ticularly hard hit by regional or
sectoral crises with serious implica-
tions for employment;

— management of the programmes
by associations which bring to-
gether the leading institutional and
economic forces of the region and
which are eligible for EU funding
by activating supranational sup-
port measures.

In realising these provisions on the
preliminary ~ examination,  pro-
grammes that are submitted within
20 days of the above-mentioned regu-

lation coming into force will be con-
sidered for the granting of resources
from the development fund for 1993-
94.

The above-mentioned civil service
structure is, among other things, to
prepare a draft agreement covering
the procedures, aims and implemen-
tation periods of the programme; this
will take the form of a technical docu-
ment that will define the programme
itself in detail with respect to both
policy and financial aspects. The
agreement will encompass the rel-
evant EU provisions on state support
for productive activity and initiatives
for regional development measures,
the type of spending for which devel-
opment fund resources will be made
available, selection criteria on the re-
cipient side, conditions for the distri-
bution of the resources, etc. The
agreement will also provide for moni-
toring of the initiatives once imple-
mented.

On the basis of the proposals made
by this body, the Ministry of Labour is
to approve the programmes by de-
cree, whereby it will set the level of
support to be made available in each
case. The funds will only be provided
after a corresponding agreement has
been signed with the organisation(s)
responsible for programme delivery.
Once this agreement has been ap-
proved, the Ministry of Labour may
make an initial payment of up to 50%
of the agreed level of support on pres-
entation of proof that an equivalent
level of spending has occurred and
that the programme is making
progress. Under exceptional circum-
stances the initial payment can
amount to 70% of the agreed level of
support.

Monitoring of the degree of

progress achieved by the programme
will be performed on the basis of spe-

1 The regions covered by targets 1 and 2 are
defined as those areas in which GDP per
capita is less than 75% of the EC average on
the basis of data for the last three years and
areas with an unemployment rate higher
than the EC average rate during recent
years, etc.
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cific physical, employment-related
and financial indicators, depending
on the nature of the programme, its
socio-economic objectives, etc. If the
implementing organisations fail to
honour their commitments, the new
provisions specify that financial sup-
port granted by ministerial decree
may be revoked, and the organisa-
tions subsequently required to repay
funds already allocated.

Finally, it is to be mentioned that,
with a view to the implementation of
this decree by the president of the
council of ministers, the Ministry of
Labour has prepared a circular (pub-
lished in the official gazette, no. 54 of
18 May 1995) on the regulation to-
gether with the draft application
form, which participating organisa-
tions should submit in order to obtain
financial support from the develop-
ment fund.

In order to supplement the frame-
work relating to the most recent
changes in the provisions on areas in
crisis, the decree of 14 May 1995 (pub-
lished in the same legal gazette no.
138/1995) has accorded priority to
those areas suffering from a signifi-
cant imbalance between labour sup-
ply and demand. For such regions,
extraordinary measures are to be initi-
ated, including active labour market
policy measures, support for employ-
ment and for the realisation of re-
industrialisation, conversion and de-
velopment programmes at local level,
involving the creation of technologi-
cal infrastructure. The regions af-
fected by this Decree are: Piedmont,
Lombardy, Liguria, Emilia-Ro-
magna, Umbria, Tuscany and Latia.

United Kingdom

Reorganisation of
Departmental Responsi-
bilities in the UK

Following a ministerial reshuffle on 5
July, the functions of the former De-
partment of Employment have been
merged with the Department of Edu-
cation (renamed the Department for
Education and Employment) and the
Department of Trade and Industry.
The Department for Education and
Employment takes on responsability
for employment policy, training (in-
cluding TECs), for the Jobseekers” Al-
lowance, the Employment Service
and equal opportunities issues. The
Department of Trade and Industry
takes on responsability for industrial
relations (policy and legislation), pay
issues, redundancy payments, work
permits, ACAS and the administra-
tion of Industrial Tribunals. The De-
partment for the Environment takes
on responsability for health and
safety at work. Employment statistics
and labour market surveys transfer to
the Central Statistical Office.

The purpose of the merger is to
bring together all the policies and pro-
grammes that are designed to educate
and train young people and adults
and equip them and re-equip them
for work. The Government aims by

Miscellaneous

this means to achieve even greater
coherence and strength in the whole
range of education and employment
programmes.

The Secretary of State for Educa-
tion and Employment is Mrs Gillian
Shephard, Secretary of State for Edu-
cation prior to the reshuffle (and a
former Secretary of State for Employ-
ment). Mr Eric Forth and Lord Henley
are Ministers of State and Mr James
Paice and Ms Cheryl Gillan are Parlia-
mentary Under Secretaries of State.

Greece

From the National
Bulletin

Presidential Decree 186/23.5.1995 on
the “Protection of employees from the
dangers resulting from the effects of
biological substances at work”, in ac-
cordance with council directives 90/
678/EEC and 98/88/EEC, was pub-
lished in the official gazette on 30 May
1995.

On 19 April 1995 Labour Ministry
Decree 107797/95 was published in
the official gazette. The decree defines
the “Conditions and preconditions
for the approval of training pro-
grammes in private companies by the
labour market authority for 1995”.

Rough currency conversion rates

One European Currency Unit (ECU) was roughly equivalent to the
following amounts of national currencies (28 September 1995):

Belgium BFR 38.09
Denmark DKR 7.20
Germany DM 1.85
Greece DRA 300.73
Spain PTA 160.58
Finland FIM 5.60
France FF 6.40
ITreland IRL 0.81
Italy LIT 2,101.80
Luxembourg LFR 38.09
Netherlands HFL 2.07
Austria AS 13.03
Portugal ESC 194.41
Sweden SEK 9.15
United Kingdom UKL 0.82
inforMISEP no. 51 / Autumn 1995 25



FOCUS

FOCUS

The “Focus” part of inforMISEP " Policies” is conceived by the MISEP secretariat. The opinions and analyses contained
in this section do not necessarily reflect the opinions or views of the European Commission or the correspondents.
Signed articles are the sole responsibility of the author(s).

Finland: From the crisis
of the century to a slow
recovery with active
labour market policy

by Pentti Vuorinen*

In the early 1990s Finland achieved
an unenviable world record by push-
ing up its unemployment rate from
anannualaverage of3.4%in1990toa
peak of 20.0% in the first half of 1994.
During the 1980s the average unem-
ployment rates had fluctuated
around 5%; prior to this the highest
post war annual average figure had
been 7.4% in 1978. Mass unemploy-
ment, with almost half a million job-
less, is a completely new phenom-

enon in Finland, and one which puts
the employment and labour market
system of the country to a severe test.
The whole concept and ideology of a
welfare state based on full employ-
ment is at stake. Traditional meas-
ures appear inadequate to overcome
the crisis: what is needed are new,
innovative approaches.

The main reason for the unprec-
edented upsurge in unemployment
was the continuous decline of Fin-
land’s economic output, which lasted
virtually four consecutive years.
This, in turn, was caused mainly by
the collapse of the country’s export
markets. The foundations on wich bi-
lateral trade with the Soviet Union -
that had accounted for 15 — 20% of
exports in the 1980s — had been based
disappeared virtually overnight with

Finland in the years 1974 — 1994
°/o

Figure 1: The average unemployment rates' in the OECD, the EU and
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the political upheavalin the USSR. At
the same time, Finland’s most impor-
tant western markets were struggling
with the worst recession of the post-
war era. Both developments blocked
exports as a whole and prevented the
country from offsetting the loss of
eastern markets with new sales op-
portunities in the West.

Exports were further squeezed by
competitiveness problems. Between
1987 and 1990, the international com-
petitiveness of Finnish industry de-
clined by well over 10%, a result of
fast-rising costs and the ever-
stronger markka. Moreover, by far
the most important sector of the
economy, pulp and paper industry,
was simultaneously hit by world-
wide overproduction and a cost cri-
sis.

All this was accompanied by do-
mestic adversities. The rapid deregu-
lation of capital imports and financial
markets from the mid-1980s on-
wards, i.e. at the beginning of the
economic upswing, first overheated
the financial markets and then the
rest of the economy. Both companies
and households took on record debts,
and the free availability of finance
meant that poorly judged investment
decisions were common.

Falling export revenues together
with over-indebtedness and the sud-
den collapse of the inflated capital
asset prices — resulting from the re-
laxed money market in the late 1980s
—allled to a severe crisis on the finan-
cial markets, particularly in banking.
Domestic demand plunged, leading
to widespread lay-offs in the labour
intensive domestic production sec-
tor.

* Senior advisor, Ministry of Trade and In-

Outlook. dustry, Helsinki (formerly Ministry of La-
bour).
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The poor export figures together
with the import pressures resulting
from the persistently strong domestic
demand up to the early 1990s led to a
serious trade deficit. As early as 1989,
net foreign debt relative to GDP
topped the 20% crisis level, and by
1993 it was well over 50%. This
prompted a tight monetary policy,
which further speeded the downturn
in consumption and investment. Be-
tween 1991 and 1994, domestic de-
mand fell by a fifth.

From cyclical to structural crisis

Although the fundamental reasons
behind the severe unemployment
problems were clearly cyclical, struc-
tural features have grown more im-
portant as the situation has deterio-
rated. This is due to the rapid growth
in long-term unemployment during
the last few years and the fact that the
recession has brought about major
structural changes in the economy.
Both sectoral and corporate struc-
tures have changed profoundly, and
the half a million jobs lost will cer-
tainly not be replaced with similar
ones. Skill requirements are an exam-
ple of such structural changes: the
skill-based, high technology segment
of the economy has not been affected
badly at all, while a significant pro-
portion of jobs within the labour in-
tensive and less skill demanding in-
dustries and services producing for
the domestic market have disap-
peared.

Problems related to labour market
functioning are also evident. Most of
them are, however, more an effect
than a cause of the recession. More
than 72% of the increase in labour
costs this year arises from various
taxes. Over recent years there has
beena substantial increasein the pay-
linked social security contributions
paid by employers. Higher taxation
and insurance contributions have
raised the job-creation threshold, es-
pecially in labour intensive small and
medium-sized businesses with less
highly skilled work forces.

the main reason for rising unemploy-
ment in Finland. Nevertheless, fac-
tors related to these issues are evi-
dently hampering the fight against
unemployment.

In June 1994 the President of the
Republic appointed a working group
charged with identifying obstacles to
achieving a lasting cut in unemploy-
ment. The group compiled expert
analyses and proposals concerning
employment creation and made rec-
ommendations for measures and
programmes to reduce unemploy-
ment. A number of measures to im-
prove the functioning and the institu-
tional set up of the labour market
recommended by the working group
havebeen introduced and developed
further, especially by the new gov-
ernment which came to power in
April 1995. The measures seek to aid
labour market processes, e.g. by pro-
viding the increased flexibility
needed in the new economic up-
swing.

In the following, Finnish employ-
ment developments are first consid-
ered from the point of view of wider
economic developments and the

prospects for the near future. The sec-
ond section studies the composition
of employment and unemployment
developments in more detail. The
third section of the article describes
the main features of Finnish labour
market policy.

Economic developments

Ininternational terms, long-term eco-
nomic growth has been rapid in Fin-
land, interrupted only by the 1930s
slump and the Second World War.
During the post-war period, GDP has
grown at a rate of about 5% a year.
Finland survived the mid-1970s oil
crisis better than most industrialised
countries, a rapid economic upswing
started in 1978 and steady growth
averaging almost 4% a year contin-
ued throughout the 1980s. Employ-
ment remained high, and Finland
joined the ranks of the leading wel-
fare states.

These developments were based
largely on the rapid expansion of the
forest industry and related industrial
branches. They were reflected in an
investment rate that remained one of
the highest among the industrial

thousands of persons

Figure 2: Employment situation and economic growth in Finland in
the years 1970 — 1993 and forecast for 1994 — 1995: average
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countries throughout the 1980s, at
over25% of GDP. However, this mas-
sive investment was, on average, less
effective than in other industrial
countries. Sectors protected from
competition - primarily agriculture,
some of the related food industry and
the tertiary sector, and even some
exporting industries focusing on
trade with the Soviet Union - were
able to make large investments be-
cause the costs could be passed on to
prices. Low-yield investments were
also possible because regulation of
financial markets kept interest rates
at an artificially low level.

The sectoral composition of the
economy remained one-sided, heav-
ily dominated by forest industry and
related metal industries. Structural
developments of the economy and
employment were, in comparison to
older industrialised countries, re-
tarded. Employment in manufactur-
ing industries started to declinein the
OECD countriesin the 1970s, a devel-
opment that led in many western
European countries to severe diffi-
culties, especially in industries like
steel, shipbuilding, textiles and cloth-
ing. In Finland, by contrast, such in-
dustries managed to survive the pe-
riod without crisis. This was largely
duetothesteady growth of exports to
the Soviet Union and to the up-to-
date production capacity of the enter-
prises. Employment in Finnish
manufacturing industry expanded
right up to the early 1980s.

Employment growth during the
rest of the 1980s, by contrast, was
concentrated in the public sector, as
about two thirds of the total increase
were in public sector jobs, even if the
declining agricultural sector is disre-
garded.

This growth period came toan end
in the early 1990s, with a recession
that hit Finland harder than virtually
any other industrialised country. In
1990-1993 total output fell by some
13% from its 1989 level; unemploy-
ment peaked at a rate of around 20%
in early 1994. Total output has been
growing since early 1994, following a
continuous declinelasting four years.
Output is expected to rise by about

5% in 1995, and forecasts for 1996
vary between 4 and 5%. Thus the
recession is now clearly over.

The marked improvement is the
result of a sizeable increase in exports
— they have been expanding for four
years now —together with a concomi-
tant rise in industrial production. In
1994 exports as a share of GDP
reached therecord figure of 35%. This
turnaround was reflected in a posi-
tive balance of payments on current
account. The recovery of the domes-
tic sector started more slowly, but by
the end of 1994 rising private con-
sumption and higher investment fur-
ther strengthened economic growth.

Economic prospects are also good
in terms of inflation. Inflationary ex-
pectations have remained subdued,
and prices are increasing very mod-
estly. Real wage and salary earnings
are expected to increase by 3-4% this
year, meaning an increase in house-
hold purchasing power for the first
time in three years.

The worst macroeconomic prob-
lem — besides unemployment — is the
highlevelof publicdebt. Asaresult of
the recession, Finland ended up with
one of the highest levels of public
debt in Europe. The growth of public
debt was exacerbated by the assump-
tion by the government of private
sector banking liabilities and by the
increased costs of unemployment.
Gross public debt relative to GDP,
which was about 10% before the re-
cession, reached about 63% in 1994.

The figure is expected to continue to
rise until 1997 when it will peak at
70% of GDP. However, positive eco-
nomic overall expectations and trust
in the governments’ ability and will-
ingness to cut public expenditure
have led to declining long term inter-
est rates, which has improved the cli-
mate for growth, especially for firms
producing for the domestic market.

As a result of rapid economic
growth, unemployment has also
started to decline. However, the res-
toration of high employment levels is
not an easy task. The government has
announced its intention to cut unem-
ployment by half by the year 2000. To
reach this target, macroeconomicand
labour market policy measures are
notenough. The entire foundations of
the country’s economy have to be re-
structured as the economic environ-
ment has changed radically since the
late 1980s and the previous period of
high growth and employment.

Employment

Labour supply fell by about 70,000
(-3%) during the recession. Young
people, in particular, retreated into
training when faced by the shortage
of jobs, while mothers of small chil-
dren frquently withdrew from paid
labour to household work. Given
rapid economic growth the supply of
manpower islikely toincrease, as this
reserve returns to the labour market
when job opportunities once again
open up. The growth of the popula-

Table 1: Important indicators of the Finnish economy, 1979-1994, and
Ministry of Finance forecast 1995 (% change/year)

1993 FIM bn 1979-89 1990 1991 1992 1993 1994 1995*
GDP at
market prices 480 4.0 060 -71 36 -16 39 5
Imports 133 6.1 -0.6 -11.7 1.1 0.7 11.8 10
Exports 159 34 -1.4 6.6 100 167 114 7.7
Consumption 383 3.7 1.0 -19 41 -43 1.3 33
— private 272 3.8 00 -3.6 -49 -39 2.0 5
- public 112 3.5 3.8 25 22 53 04 -1
Investment 71 4.7 4.1 -20.3 -169 -18.6 41 15
— private 58 5.2 -6.2 -23.1 -19.6 -189 6.9 19
— public 13 2.2 141 -02 -20 -174 -85 -10
* forecast
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tion of working age will also continue
throughout the 1990s, and, if the eco-
nomic trend remains favourable, the
labour supply could increase by a
further 4-5% by the year 2000 for
demographic reasons. On the other
hand, additional training opportuni-
ties will restrain growth in labour
supply, so that the workforce is only
expected to increase by about 70,000
by the year 2000, thus raising the total
toaround the pre-recessionlevel. The
labour force will not begin to contract
until the next century, most clearly in
the 2010s, when the children of the
post-war baby boom will be reaching
retirement age.

For the economy as a whole, the
recession caused the loss of almost
500,000 jobs over four years. About
half of the jobs in the construction
sector have been lost, while industry
and commerce, second worst hit by
the recession, saw the loss of every
fourth job. Employment in the trans-
port, finance and service sectors de-
clined by between 5 and 15%. Em-
ployment in primary production fell
in line with the long-term trends.

It will take a long time to recover
the jobs lost, even given healthy eco-
nomic development; employment is
certain to remain distinctly lower in
the second half of the 1990s than it
was prior to the recession. Structural
changes within the economy can also
be expected to continue, leading to
changes in both labour supply and
demand, and exacerbating the task of
bringing down unemployment.

The demand for labour started to
rise slowly in the second half of 1994.
In the last quarter, the number em-
ployed was about 20,000 (1,0%)
higher than the year before. The first
quarter of 1995 saw accelerated
growth in the demand for labour,
with figures 40,000 (+2,0%) up on the
previous year. Employment in-
creased in all sectors except agricul-
ture. The bulk of job creation
(+ 25,000) was in manufacturing in-
dustries.

Long-term forecasts are rather un-
reliable in the Finnish case, because
one cannot wholly rely on the tradi-
tional macroeconomic relationships

Table 2: Labour force and employment, 1990 and 1994 and forecasts
for 1995 and 1996
1990 1994 1995* 1996* 90-94 94-95 95-96

Population 15 - 74 3,737 3,824 3,840 3,855 +87 +16 +15
Persons not in labour force 1,181 1,345 1,350 1,350 +164 +5 +0
Labour force 2,555 2,480 2,490 2,500 -75 +10 +10
Unemployed 88 456 405 360 +368 -46 -45
Employed 2,467 2,024 2,085 2,140 -443 +61 +55
— Agriculture and forestry 207 167 160 153 -40 -7 -7
— Manufacturing 556 426 453 473 -130 +27 +20
— Construction 205 114 126 138 -91 +12 +12
— Trade 394 297 ,.305: 315 .-97° +8 +10
— Transport and communi-

cation 178 161 170 180. -17 ;.49 . +10
- Finance, insurance and

business services 238 202 202 202 -36 0 0
— Public services 546 509 507 502 -37 2 -5
— Private services 18975141 155" 170 +2  +14 +15
— Unknown 3 7 4 7 +4 0 0
Labour force participation
rate (%) 684 648 648 648 -3.6 0 0
Unemployment rate (%) 34 184 163 144 +150 -21 -1.9

SNDOA

between production, productivity
and employment after the recession
and the many structural changes. Itis
evident that job-creating mecha-
nisms have changed significantly,

and, for example, that the criteria for
recruiting new personnel have been
modified since the days of steady and
stable growth in the 1980s. In view of
this, an improvement in the employ-

1961 -1994

Figure 3: Employed persons; by industry (condensed classification)
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ment situation would seem to call for
a more functional and a more highly
diversified labour market, as well as
for an intensification of job-creation
programmes.

The effects of EU membership on
employment are hard to predict.
The Ministry of Labour estimates
that it will lead to job losses in some
areas, especially in agriculture, the
food industry, public services and,
in the short term, the chemical in-
dustry. On the other hand, high-tech
sectors of the metal and engineering
industry, pharmaceuticals, tourism,
private services and business serv-
ices should all benefit from member-
ship.

National strategies have been
drawn up in Finland to support con-
tinuous economic growth up to the
end of the decade, to bring the public
debt under control, and to reduce the
present high rate of unemployment
to the European average. The work-
ing group on employment appointed
by President Ahtisaari stated in its
report, that a growth target of about
5% a year is feasible, if overall eco-
nomic development is stable, and ex-
ports and export-driven industries
expand rapidly.

Economic growth of about 5% a
year would increase employment by
some 45,000 a year, i.e. a good 2%.
Continuous fast growth up to the
year 2000 would be expected to
raise the number of jobs by about
270,000, but this would still not suf-
fice to attain the employment target.
The working group considered that
support for economic growth and a
heightened emphasis on employ-
ment also call for a variety of special
measures and conditions. These in-
clude: a continuous restructuring of
production, a notable increase in the
number of small and medium-sized
enterprises, greater flexibility in
working life and in the labour mar-
ket, an increase in the skill level of
the work force, and an intensifica-
tion of active labour market policy.

The working group estimated that
these measures would create some
330,000 new jobs by the year 2000,
reducing the number of unemployed

to around 200,000, and the unem-
ployment rate to 8%.

More jobs in SMEs

The new jobs will be mainly in SMEs
with less than 500 employees, a cat-
egory which already employs nearly
two thirds of private sector workers
in Finland. The proportion of jobs in
SMEs varies from sector to sector. In
manufacturing industry, SMEs em-
ploy well over half of the total
workforce. Other important sectors
are construction, trade and private
services. Although a large number of
SMEs operate on the domestic mar-
ket, fast growth in exports is increas-
ing the demand for sub-contracting,
augmenting the job-creation poten-
tial of SMEs. The new trends in indus-
trial organisation towards lean pro-
duction, corporate specialisation
in core businesses and increased
networking linkages generally
strengthen the role of SMEs.

A comparison of Finland and the
other EU countries indicates that im-
proving the growth potential of
SMEs can have a major impact on job
creation. SMEs account on the aver-
age for about 4 percentage points
more of employment in the other EU
member states than in Finland. In the
case of small firms with under 10
employees, the differential is even
greater. In EU member states, small
companies account for about 29% of
all jobs, while the Finnish figure is
only 23%.

The traditional Finnish production
structure has tended to favour large
enterprises. It is especially important
for industrial policy in the second
half of the 1990s to support new busi-
nesses and promote the development
of existing SMEs, in order to acceler-
ate the general structural renewal
and industrial adjustment.

The focus should be set beyond
traditional industrial boundaries and
individual industrial sectors. The
main task is to identify industrial
growth factors and possible bottle-
necks, to set priorities and objectives,
and on the basis of these to seek to
influence the quantity and quality of
specialised factors of production to

be created in the future. The identifi-
cation of sustainable competitive ad-
vantages and factors generating
long-term growthis the essential con-
cern. For example, advanced pro-
ducer services are a key part of the
new industrial structure.

High expectations regarding service
jobs despite the banking crisis

Evenif it were to become highly com-
petitive, industry alone cannot solve
the problem of mass unemployment.
Yet its impact on job creation is felt
elsewhere in the economy, in that
new industrial jobs also increase em-
ployment in transport and trade, for
instance, and, as incomes grow, also
in private services. If unemployment
istobe overcome, most new jobs must
be created in the private service sec-
tor, where rising productivity is less
likely to mean staff cuts than in indus-
try. Private services have a good po-
tential for creating more jobs, not
least because many traditional func-
tions in goods production will in-
creasingly be carried out by various
types of private service firms. There
are also good growth prospects for
private enterprises in welfare serv-
ices formerly provided by the public
sector, as the need for such services is
more likely to increase than decline in
future. Jobs in teaching and research
are also expected to increase in the
second half of the 1990s. All in all,
achieving the more optimistic em-
ployment target means creating
about 250,000 new jobs in services by
the year 2000.

A rapid increase in employment in
the tertiary sector presupposes the
right degree of flexibility on the la-
bour market. The adjustment process
is only just beginning, so it is still
difficult to evaluate the structural
change called for in the service sector.
Social policy choices will largely dic-
tate how services are divided up be-
tween the private and the public sec-
tors. In 1994, the public sector ac-
counted for an average of 30.6% of
total employment, i.e. 2 percentage
points more than in 1990. During the
recession, public sector jobs de-
creased by 86,000 (-12%), although
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the sector’s employment share actu-
ally increased, because even more
jobs were lost in the private sector.
Public sector employment encom-
passes both administration and serv-
ices such as education, health and
social welfare, of which more than
85% are provided by the public sector
(Table 3).

The financial sector, including
services to business, has experienced
a violent wave of rationalisation in
recent years. The banking sector, in
particular, has experienced - and is
still going through — a deep crisis.
Banks and insurance companies are
being restructured, merged and
closed down. For example, the two
largest commercial banks of Finland
have recently merged. In insurance,
nonew jobsare expected tobe created
inthe 1990s. However, new functions
and sub-sectors are expanding
within the business service sector,
including real estate services, legal,
accounting and auditing services, in-
formation technology, marketing
and security services. In these areas,
employment is expected to increase,
as other enterprises rationalise their
own operations and increasingly re-
sort to outsourcing.

In transport and communications
there were about 160,000 jobs in 1994.
Of these, transport and warehousing
accounted for about 117,000 and tel-

ing will also rise, though the pace will
depend on how tourism develops,
and a rise in employment will also
require cuts in labour costs. Large
foreign companies are expected to
penetrate further into many Finnish
service industries, such as transport,
forwarding and advertising. Their
presence is therefore expected to
grow, especially in retail trading in
various special goods, such as
clothes, furniture and interior décor.

Primary sector

In European terms, the share of em-
ployment in the primary sector has
remained at a high level in Finland.
This is largely due to the deliberate
policy of protecting and heavily sub-
sidising domestic agricultural pro-
duction. Thus the prices of domestic
farm products are well above those
on international markets. Falling ex-
port subsidies and reduced protec-
tion against imports will inevitably
force cut-backs in agricultural out-
put. As productivity willalsorise, the
labour input in farming will inevita-
bly decrease, the number of farms
will fall and their average size will
grow. The number of jobs relative to
the number of farms will also decline.
Adjusting to these changes will call
for the development of new agricul-

tural production to replace what has
been displaced, and the creation of
new ancillary occupations. However,
the further decline of rural popula-
tions in the already sparsely popu-
lated Finnish countryside poses an
intractable problem.

The number of jobs in forestry will
grow as the economy picks up, but
over the longer term can only fall
again. Mechanical harvesting will
further reduce the need for human
labour in forestry.

Working time and employment

Generally, European research on
working time has forecast trends to-
wards more diversified, individual-
ised and localised working times.
Standard working time patterns, on
the other hand, are expected to lose
ground. During the early 1990s, the
central theme of Europe discussions
on working time has been work shar-
ing. In Finland, however, adjustment
to recession seems to have occurred
almost entirely through increased
unemployment, rather than adapta-
tion of working times. The most ob-
vious change, partly accelerated by
the recession, is the increased
number of local, firm-level agree-
ments on working time. During the
recession there were only minor

icorr}munlcatlons 4.3'000' Relatively Table 3: Public employment by sector in 1990 and 1994
ew jobs were lost in transport and
communications during the reces- Sector 1000 persons % of the employed
sion, and employment here is ex- in the sector
pected to rapidly re-attain and even 1990 1994 1990 1994
exceed the pre-recession level. Agriculture and forestry 16.1 15.3 78 9.1
Growth will be fastest in telecommu- Industry 151 12,6 27 30
nications, which is currently the fast- Construction 286 253 139 223
est growing branch of the Finnish Trade, hotels and restaurants 5.1 3.6 13 12
cconomy: Transport and communications 70.1 27.6 39.2 171
Developments in the trade sector Finance, insurance and business
have generally followed the overall services 24.1 23.9 101 11.8
economic trend, though fluctuations Services 5456 5089 796 782
have been less pronounced than in — Public administration and
manufacturing. As the economy national defence 129.2 1149 985 989
grows, jobs in trade are expected to — Education and research 137.1  133.2 89.6 88.1
increase, though greater competition | _ Health services 1406 1321 86.4 846
will hold back the rise. Trade willbe | _ g5i5 services 1176 1122 89.2 865
forfled to r‘i‘ﬁonalise - still Hfu;ther' _ Other services 211 164 197 169
eading to closures of small shops.
The nugmber of jobs in hotel and catEr- Total 7047 6184 286 306
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changes in the nature of employ-
ment contracts, however. The pro-
portion of the labour force employed
on full-time and permanent con-
tracts declined only marginally,
from 81.4% to 80.5%. More obvious
changes concerned young workers
and new employment contracts. In
1989, the majority of new employ-
ment contracts were full time and
permanent. By 1993 such contracts
had declined to just 28% of new em-
ployment relations. In the public sec-
tor, only 10% of new employment
contracts were full time and perma-
nent, and among young workers the
corresponding share was 15%.
(Julkunen and Natti 1995).

Finland has far fewer part-time
workers than the countries of central
and southern Europe. If Finland were
to achieved the same proportion of
part-timers, its unemployment prob-
lems - purely mathematically at least
—would be solved. However, cultural
and labour market traditions are
complex phenomena and these are
very differentin Finland thanin other
countries. The relatively equal divi-
sion of labour between the sexes in
Finland is shown by the fact that both
men and women work mostly full-
time; child care facilities are widely
available.

Attitudes towards more part-time
work are favourable, however, on
condition that this is voluntary, that
earningsareadequateand thatagree-
ment can be reached on returning to
full-time work later on. Thus the
number of Finns interested in part-
time work depends essentially on the
conditions and the pay.

All in all, changes in policies con-
cerning working time could well per-
mit a combination of paid work,
study, family life, leisure time and
rehabilitation thatis bothsocially and
financially secure. However, any re-
forms must guard against increasing
discrimination against women on the
labour market; men, too, must be
supported and encouraged in taking
part-time jobs.

Part-time work is not the only way
to make working time arrangements
more flexible. Various models for re-

arranging and dividing up working
time have been developed and tried
out in practice. These include ‘sand-
wiching” work and other activities
(study and sabbaticals), and dividing
the working day into two six-hour
shifts. A six-plus-six-hour model is
currently being experimented.

Unemployment

Up to the 1990s unemployment in
Finland had remained well below the
average EU level. Unlike the situation
in the EU countries, the unemploy-
ment rate continued to fall even after
the slump produced by the oil crisis,
and throughout the 1980s, unem-
ployment averaged under 5%, i.e.
about half the European average.
With the recession of the early 1990s,
however, unemployment exploded
to five times its previous level within
the space of just a few years, and
reached aboutdoubletheaverage EU
level. Despite the economic upswing,
unemployment continued to rise and
has decreased only slowly since the
second half of 1994. Registered un-
employment in 1994 in the working
population as a whole and in various
sub-groups is presented in Table 5.

Cyclical unemployment started to
diminish slightly at the beginning of
1994, this was mainly due to dimin-
ished lay offs, while hiring of new
personnel expanded very slowly.
Even during the first quarter of 1995
about half of the decline in unem-

ployment resulted from decreasing
lay-offs.

Long-term unemployment

Before the recession, the number of
long-term  unemployed (unem-
ployed for over a year) was quite
small, about 10-14% of all the unem-
ployed during the 1980s. This was
before the Employment Act of 1988,
which made it obligatory for the mu-
nicipality or the state to offer the long-
term unemployed a job for 6 months.
The Act, together with the intense
demand for labour during the boom
period, almost totally removed long-
term unemployment. By mid-1990,
there were only 2,500 long-term un-
employed, 3% of all unemployed.

The subsequent sharp growth in
unemployment led to an increase in
thenumber affected by long-termun-
employment. With the increasing
number of those entitled to work un-
der the Act, the state and the munici-
palities were faced with major diffi-
culties in implementing it in a ra-
tional way; ultimately the obligation
to offer a job to the long-term unem-
ployed was abolished in the new
Employment Act of 1993.

Despite this, the labour market
administration has continuously tar-
geted its operations to the long-term
unemployed and it was only thanks
to the intensified policy measures
implemented that the growth of long-
term unemployment could be halted

Table 4: Percentage of part-time workers by gender in various
countries

Total Men Women
Sweden 25 7 45
Norway 23 8 45
Denmark 23 9 42
Finland 7 4 10
USA 17 10 55
Japan 16 7 31
Netherlands 25 10 55
Belgium 9 2 23
Germany 13 2 30
France 12 3 23
UK 22 5 45
Source: Report of the Committee on Part-time Work, 1993.
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Industrial relations

A relaxation of, and changes in,
regulations concerning working
hours, wage systems and other
working conditions are the subject
of an intense debate in Finland.
The whole set of issues, often sim-
ply termed ‘increasing the flexibil-
ity of labour market’, is seen as a
panacea for all the country’s un-
employment problems by some.
In Finland, these issues are mostly
handled through the tri-partite la-
bour market system. Thus radical
changes in labour market regula-
tions have to be agreed on this ba-
sis and can in no way be decided
by the labour market administra-
tion alone.

Traditionally the Finnish labour
market system has always been
highly centralised. The negotia-
tions between central labour mar-
ket organisations have provided
the general framework for legally
binding collective agreements. As
a rule, the sole responsibility of the
local level has been to implement
these regulations.

The Finnish system shares
many features in common with the
Swedish, Norwegian and Danish
systems: the level of trade union
organisation is high (between 60
and 90%); national-level trade un-
ions play an important role, and

most organisations effectively enjoy
a monopoly situation.

This centralised and consensus-
oriented system functioned well up
until the 1990s recession. Since then,
however, the new economic situa-
tion, together with Finland’s acces-
sion to the EU, imposes new chal-
lenges on the labour market system.
Finnish firms and the labour market
system as a whole need to become
more competitive, flexible and effec-
tive. The old centralised system is
too rigid and too slow in reacting to
rapid changes. It has concentrated
one-sidedly on generating increas-
ingly complex norms and regula-
tions, and it does not have the capac-
ity to resolve the problems of high
unemployment or the difficulties
faced by the ageing workforce in a
highly complex labour market.

In most west European economies
there is now a tendency towards lo-
cal or enterprise level bargaining,
and efforts are being made to de-
velop participation and decision-
making systems in individual com-
panies. The freedom to take deci-
sions at company and even shop-
floor level is increasing.

In Finland, the most important
steps in this move towards decen-
tralisation were taken in late 1993
with the collective agreements that

were signed at union level. The
agreement in the metal sector was
a breakthrough that paved the
way for the other branches. In the
public sector, local government
started to decentralise decision-
making down to local level two
years ago. Clearly then decisive
steps have already been taken, and
the Finnish system of centralised
bargaining is working its way to-
wards new arrangements in which
the local level assumes a far more
important role.

Within guide-lines set by nation-
wide organisations, local agree-
ments can provide the necessary
flexibility. The question remains,
whether employers are willing to
reach deals with employees at the
local level. If the parties involved
are unable toreach an agreement at
the local level, there are general
guidelines in collective agreements
and legislation to cover such situa-
tions, however (Kairinen 1994).

Thus there is a clear develop-
ment towards more local agree-
ments and a more decentralised in-
dustrial relations system. How-
ever, the very tedious, complicated
and conflict-ridden negotiations in
winter and spring of 1995 led to
renewed calls for a return to cen-
tralised, nation-wide negotiations.

in the autumn of 1994. In spite of this,
the long-term unemployed as a share
of total unemployment are still likely
to increase, due to the fall in overall

the elderly unemployed: 55% of the
unemployed over 55 — more than
30,000 people — have been without

work for over a year. However, it
is also increasing among the
younger age groups. By the end of

unemployment. Table 5: Average registered unemployment in 1994 in the country as a
The number of long-term unem- whole and EU objective 6 regions (the most sparsely populated peri-
ployed is highest, absolutely and pheral areas)
relatively, in industrial occupations. Total Outside region 6 Region 6
Hence geographically, it is concen- I o o olooed 494,200 403,000 90,600
trated in the old, declining industrial Unemplovment rate 20.0 193 238
areas. A large proportion — 32% — of p oy
the long-term unemployed have no Unemployed women 217,300 178,800 38,500
vocational qualifications, while 32% ~ % of unemployed 43.9 bt 2.5
have a secondary vocational educa- Under 25s 93,900 76,700 17,000
tion. Only 5%, less than 6,000, have Under 20s 27,600 22,600 5,000
attended higher education. Long-term unemployed 135,600 117,900 17,700
Long-term unemployment is a - % of unemployed 274 29.2 19.5
particularly severe problem among Disabled 32,000 24,800 7,200
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1981 - 1995
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Figure 4: The number of jobseekers unemployed for over a year,
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1994, 11% - 9,500 people — of the
unemployed under 25 and 6% -
1,500 people — of those under 20 had
been without a job for over a year.

Youth unemployment

On long-term averages, the unem-
ployment rate of those under 25 is
about double the overall rate. This
ratio has not been significantly al-
tered by mass unemployment. In
1994, the unemployment rate of those
under 25 was 33,6%, or five times as
high as in 1990. The unemployment
rate of teenagers (15-19) averaged
36,7% in 1994 and that of young
adults (20-24) 32,4%. During the re-
cession, young people on fixed-term
employment contracts and with a
low level of education have been
more likely to suffer unemployment
than the average and they have been
affected most by longer periods of
unemployment. The proportion of
the young unemployed lacking edu-
cational qualifications is especially
high in the metropolitan area of Hel-
sinki.

Youth unemployment is mainly a
problem of labour market entry.
When the demand for labour col-

lapsed, young people had difficulties
in finding a first job after school. Con-
sequently, young people increas-
ingly opted for training schemes. Asa
result the labour market participa-
tion rates of the younger age groups
have decreased steadily; during the
recession the participation rate
among teenagers fell by around 14
percentage points and that of young
adults by about 9 percentage points.
While this indicates that young peo-
ple are continuing to place their faith
in education in spite — or perhaps
because — of unemployment, it also
means that labour supply can be ex-
pected to expand sharply when em-
ployment prospects improve.

Regional and gender aspects of
unemployment

Regional differences in unemploy-
ment have always been wide in Fin-
land. In the recession years, these dif-
ferences levelled out, however, as job
losses affected the whole country
fairly equally. Unemployment rose
most in southern Finland and the
metropolitan areas, where the unem-
ployment rate had previously been
lowest, and where labour shortages

had frequently been a central prob-
lem during the late 1980s.

It is still uncertain whether this
‘levelling effect’” will be permanent.
Earlier upswings suggest, however,
that new jobs are likely to be created
mostly in southern Finland when the
demand for labour picks up, mean-
ing that regional differences will
once again increase. Such differences
are also being exacerbated by the
fact that the effects of public sector
retrenchment will be felt most in de-
veloping areas, where local authori-
ties and the state account for a larger
proportion of jobs than in southern
Finland.

The Finnish recession hit construc-
tion and manufacturing industries
first; consequently the contraction
initially primarily affected male em-
ployment. The relative employment
shares of women at first remained
high. However, with the increasing
cuts in public expenditure and public
(especially health and social) serv-
ices, female unemployment has
started to rise rapidly. In this respect,
even a renewed period of growth is
unlikely to ameliorate the situation.
Indeed, worse times for female un-
employment may yet beahead, as the
cuts in public spending are very
likely to continue and might result in
further female job losses.

Labour market policy measures

In Finland labour market policy
measures are implemented by the
Ministry of Labour and, under its
authority, the District Labour Offices
(13) and employment offices (183).
The Ministry of Labour defines the
national priorities of labour market
policy. The main focus has been the
reduction of unemployment in gen-
eral and of youth and long-term un-
employment in particular.

The rapid growth of unemploy-
ment has considerably increased the
number of persons attending the em-
ployment offices in recent years: by
1994 some 40% of the labour force
were registered as job applicants
with the employment offices. Three
quarters of the clientele were regis-
tered as unemployed job applicants.

34

inforMISEP no. 51 / Autumn 1995



Table 6: Labour force, job applicants and job vacancies reported to the employment offices, 1991-1994

Year Labour force (1,000) Job applicants Unemployed job seekers Jobs vacant
1991 2,553 719,400 464,900 196,900
1992 2,502 907,300 646,800 127,800
1993 2,484 1,028,600 768,800 114,200
1994 2,470 954,500 710,000 153,800

Active and passive labour market policy

The funds for active employment
policy have been considerably in-
creased in recent years; since 1985
they have tripled. By means of active
employment policy it proved possi-
ble to lower the unemployment rate
by approx. 4% in 1994. On average
96,000 unemployed persons partici-
pated in measures during the year.

The Finnish unemployment ben-
efit system is quite comprehensive
and, therefore, expensive. The ex-
plosive growth of unemployment
has meant that unemployment ben-
efit expenditure has risen almost
eight-fold in nine years. Such ben-
efit payments account for more than
double the costs of active opera-
tions. In addition, other expenditure
caused by unemployment, e.g. in
social welfare services, and losses to
the national economy must be taken
into account. The relation between
active and passive labour market
policy is thus clearly distorted.

Spending on active measures ac-
counts for approx. 1.25% of GDP at
present, whereas spending on unem-
ployment compensation swallows
over 3%. The following table depicts
developments in this area during the
period 1985-1994.

Owing to the state of the Finnish
national economy, and in particular
the high level of indebtedness, the
pressure to make savings in unem-
ployment security are high. How-
ever, funds used for active labour
market policy are partly an alterna-
tive to unemployment security ex-
penditure, as they reduce unemploy-
ment and thus the need for benefit
payment.

Labour market measures include

manpower services provided to the
entire clientele of the employment

offices, labour market training for
adults, targeted primarily to the un-
employed and to those under threat
of unemployment, and subsidised
employment for the unemployed.
Wider labour market measures in-
clude public, job-creating invest-
ment, state grants for municipal and
private investment, and specific
support for structural change.

Labour market services

The aim of manpower services is to
enhance the vocational develop-
ment and the job placement chances
of individuals and to supply labour
to the employers. According to the
new Act on Labour Market Services
which came into force at the begin-
ning of 1994, placement and other
manpower services may also be per-
formed by private enterprises.

The purpose of vocational guid-
ance is to help individuals to find
suitable jobs and to develop
their professional career. Vocational
guidance is provided by around 120
vocational guidance psychologists
distributed among the 183 employ-
ment offices. 45,000 persons receive
vocational guidance annually, half
of which are young people. In re-
cent years, the emphasis of voca-
tional guidance has increasingly
shifted to services for adults already
in the labour market, however.

The purpose of youth employment
services is to provide occupational
orientation, help select training op-
portunities and enhance transition
from one educational phase to the
next and between education/train-
ing and the labour market.

Educational and vocational infor-
mation services provide informa-
tion on training opportunities, the
nature of various jobs and occupa-
tions, and the labour market. The
information services are available
(both as printed matter and as elec-
tronic data) to the clients in every
employment office.

The number of disabled job appli-
cants has continuously increased as a
result of the ageing of the labour force
and high unemployment. At around
45,000 the disabled account for 8% of
all job-seekers. The number of disa-
bled unemployed averaged over
31,000 in the first half of 1994. Em-
ployment of the disabled on the open
labour market has become more diffi-
cult with the weakening employment
situation, and long-term unemploy-
ment among the disabled and thus
the real danger of exclusion from the
labour market have increased. Em-
ployment of disabled job-seekers is
primarily promoted by means of gen-
eral manpower services, training and
subsidised employment. In addition,
vocational rehabilitation and a vari-

Table 7: Spending on active and passive labour market policy (in FIM
million)

Year Active measures Unemployment compensation
1985 2,135 1,984

1991 5176 5127

1992 6,815 9,837

1993 6,593 13,462

1994 6,127 15,500
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Table 8: Finnish labour market programmes, 1985, 1989 and 1994
(expenditure in million FIM)

Programme 1985 1989 1994
Public employment services

and administration 265 515 876
Labour market training 894 1,161 2,417
Youth measures 176 255 678
Subsidised employment 1,420 2,258 3,966
Measures for the disabled 300 619 754
Unemployment compensation 2,927 3,105 23,352
Early retirement for labour

market reasons 1,553 2,678 2,378
Total 7,535 10,591 34,440
Source: Statistical Unit of Ministry of Labour.

ety of other supportive measures ex-
ist for the disabled.

Employment offices can also place
disabled job applicants in sheltered
work arranged by municipalities,
federations of municipalities, or non-
profit organisations. Sheltered work
is funded via the state grant scheme
for social welfare and health services.

Labour market training for adults

Therole of labour market training has
received great emphasis in Finland.
An effort has been made to direct the
unemployed into labour market
training at an early stage of unem-
ployment, and thus to prevent pro-
longed periods of unemployment.
However, the increased number of
long-term unemployed has gradu-
ally shifted the focus, and currently
around 10% of those starting labour
market training had been unem-
ployed for over 12 months.

Labour market training for adults
is implemented by cooperation be-
tween employment authorities and
educational authorities. The Labour
Administration is responsible for the
definition of the objectives and for the
funding of training, while the educa-
tion authorities are responsible for
planning the content and for imple-
menting training. The Labour Ad-
ministration purchases labour mar-
ket training from training providers:
vocational educational institutions,
adult education centres, universities
and private enterprises. The procure-

ment is based on competition, i.e. the
training provider is selected through
a tendering procedure. The labour
administration can also procure
training in cooperation with employ-
ers.

During training, students are paid
a subsidy corresponding to the level
of unemployment benefit. In addi-
tion, a maintenance allowance is paid
to cover travel, and food and accom-
modation costs can be reimbursed.
The support is paid by unemploy-
ment funds and local offices of the
Social Insurance Institute of Finland.

Participation by the younger age
groups in labour market training is
rather limited, as the main responsi-
bility for youth education lies with
the medium-level educational sys-
tem. The intense growth of youth
unemployment has, however, in-
creased the share of young people in
labour market training. Of those
commencing labour market training
in 1993, 34% were under 30 years of
age, and 34% between 30 and 40, and
27% between40and 50. Those over 50
accounted for just 5%.

The purpose of labour market
training is also to improve gender
equality and to decrease labour mar-
ket segregation. An effort is being
made toinduce women to enter tradi-
tionally ‘male’” occupations and vice
versa. With the weakening employ-
ment situation in the 1990s, women
increased as a proportion of the un-
employed from 37% to 44%. Women
account for 39% of entrants to labour
market training.

In occupational terms, the largest
groups to be trained are in adminis-
trative and office work (26%) and in
industrial work (22%). Training aim-
ing at promoting entrepreneurship
and self-employment has been in-
creased. As opportunities for em-
ployment in the public sector will
shrink, entrepreneurship will be
needed in social welfare and health
care services, in particular. Entrepre-
neurship training has also been ex-
panded in the fields of technology
and natural sciences. A total of 9,500
people entered entrepreneurship
training in 1993; 10% of those suc-
cessfully completing a training pro-
gramme had attended entrepreneur-
ship training. ’

The employment situation of those
having completed labour market
training is monitored two months af-
ter the end of training. In 1990,
approx. 80% of those having com-
pleted training were placed immedi-
ately after training and only 17%
were unemployed. The deterioration
of the employment situation has led
to diminishing returns on training,
however: today only a third of those
having completed training find a job
immediately.

To evaluate the long-term impacts
of labour market training, a specific
research project including three ex-

Table 9: Training measures in the 1990’s: participation and budget

Year 1991 1992 1993 1994
Training purchases 614 764 788 928
Student allowances 732 1,209 1,234 1,259
Total 1,246 1,973 2,022 2,187
Training starts 18,400 28,900 30,600 32,000
- percentage of labour force 0.7 % 1.1% 12 % 1.3 %
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tensive surveys of the impact of la-
bour market training at individual,
company and national level is being
implemented over the period 1993-
1996. According to preliminary re-
sults, the employing firms assess la-
bour market training quite posi-
tively. The training has generally met
their needs and the results of training
have also had a favourable impact on
the firms’ business success. Moreo-
ver, participants state that training
has met their expectations and that
their job opportunities have im-
proved because of training. The sta-
tistical study on the impact of labour
market training on employment
policy proves that labour market
training has been successful in pre-
venting additional and reducing ex-
isting unemployment and in enhanc-
ing labour market access.

Subsidised employment

Temporary employment subsidised
from employment funds can be of-
fered to an unemployed person who
cannot be placed in the open labour
market or into training. A condition
for thisis that the employment oppor-
tunities of the person will be im-
proved by the period of subsidised
employment. The recession has in-
creased the significance of subsidised
employment. Special attention has
been paid to improving the labour
market skills of those having the
weakest standing on the labour mar-
ket.

Prior to offering anindividual sub-
sidised employment, a plan is made
with a view to the client's employ-
ment opportunities and on the meas-
ures—training, rehabilitation, on-the-
job training, ora combination of these
— that could improve his/her situa-
tion.

The number of unemployed in
subsidised employment has in-
creased; the impact of such employ-
ment on the unemployment rate in
the entire country is 2.7%. Of those
in subsidised employment in 1994,
52% were long-term unemployed.
For young people, subsidised work
is used as on-the-job training to en-
hance access to training or jobs.

Table 10: Subsidised employment: participation and budget

Year persons % of the labour budget
(yearly average) force (FIM million)

1991 40,300 1.6 3,000

1992 52,100 2.1 4,200

1993 56,800 2.3 3,800

1994 66,400 27 3,800*

* estimate

Young people accounted for 20.4%
of those in subsidised employment
in 1994, the disabled for 3.3%.

There are two types of employ-
ment subsidies: those granted to the
employer to pay wage costs, and
those granted to the unemployed for
self-employment and on-the-job
training.

Employment subsidies can be
granted to both public and private
employers. The relative importance
of the private sector as a recipient of
employment subsidies has more than
doubled between 1991 and 1993. In
government offices and institutions,
the employment subsidy covers the
entire wage costs, in municipalities
and in the private sector only a part
thereof. The employment subsidy is
granted for a maximum of 6 months
(to be extended to 10 months). The
person employed under such a
scheme has an employment contract
with the employer and receives regu-
lar wages. The purpose of the em-
ployment period is to maintain and
improve the labour market skills of
the person and so improve this/her
chances of obtaining a permanent job.

Employment subsidies granted to
theemployer must not distort compe-
tition between companies and cannot
be granted if theemployer has laid off
personnel during the last three
months. The job offered must have
the same working conditions and
benefits as those of other workers.

Employment subsidies paid di-
rectly to the unemployed comprise
traineeship support, start-up grants
and part-time work support.

The purpose of the traineeship
support paid to the unemployed is to
help a person with no vocational

skills to come to terms with working
life and to guide young people enter-
ing the labour market for the first
time into suitable training. The
number of those in on-the-job train-
ing averaged 4,600 in 1994.

The start-up grant is a mainte-
nanceallowance of approx. 5,000 FIM
a month in support of an unem-
ployed person with a businessidea in
the early phase of the business activi-
ties. Support is usually granted for a
period of 6-7 months. During this
period, the person can develop the
business idea enabling him/her toset
up their own business. In addition to
a feasible business idea, the new en-
trepreneur is required to have either
experience in business or have under-
gone entrepreneurial training. The
number of those receiving start-up
allowances in 1994 was 11,500.
Around 50,000 grants have been allo-
cated since the beginning of the pro-
gramme in 1984.

The idea of part-time work sup-
port is to induce a person with a full-
time job to move into part-time work
for a fixed period of up to a year. An
unemployed person is then placed in
the part-time job left vacant. The de-
mand for part-time support has been
weak, however; only 4,600 people
have received the subsidy.

Reform of labour market policy

The experiences with the labour mar-
ket policy system have shown that a
very formal and norm-bound sup-
port system with precisely targeted
measures does not work efficiently
under rapidly changing labour mar-
ket conditions. A system with strictly
focused support can easily create a
vicious circle in which new types of
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measures and regulations are con-
tinuously needed to mend the defects
created by the system. Strict eligibil-
ity requirements often create prob-
lems for target groups and special
cases excluded from a support
scheme; new measures subsequently
have to be launched to service this
clientele. In a situation of rapidly ris-
ing and diversifying unemployment,
the number and diversity of support
schemes easily accelerates. This has
evidently happened in Finland.

A new employment subsidy sys-
tem characterised by new, more flex-
ible support measures came into
force on 1 April 1995. According to
the new system, employment subsi-
dies can now more easily be com-
bined with other measures, such as
training and rehabilitation. The sub-
sidy is increasingly being deployed
as part of a service package, not just
as a separate measure. The narrowly
defined and very strictly targeted
support measures will be aban-
doned. Also the maximum duration
of a support period is being ex-
tended from the previous six months
to ten.

The conditions for employment
subsidies granted to companies, on
the other hand, have been tightened
considerably. Support is granted
only if the period of employment in-
cludes a training component. An-
other condition is that the company
employs the unemployed person af-
ter expiration of the measure for a
period longer than the support pe-
riod. The aim of the change is to pro-
mote hiring, especially by SMEs, and
to persuade the companies to retain
participants. Administrative efforts
are also made to remove the formal
barriers and bureaucratic complica-
tions that restrict the wider use of
apprenticeship contracts, and more
generally impede recruitment by
SMEs.

Under the new law, other groups
than the long-term unemployed (un-
employed for over 12 months) can be
entitled to subsidies. Generally the
discretionary power of employment
offices to take case-by-case and more
‘customer friendly’ decisions has

been increased considerably. The re-
form will result in savings of about
FIM 530 million.

Conclusion

The Finnish labour market is still in
crisis. Bringing down the high unem-
ployment rate to the European aver-
age is only possible if favourable cir-
cumstances are combined with ap-
propriate policy action. First, steady,
strong economic growth of 5% per
annum for the rest of this decade is
needed. The preconditions of sus-
tainable and rapid growthareastable
macroeconomic environment, lower
rates of interest and moderate pay
settlements, continuous productivity
growth and a reduced public sector
deficit. In addition, industrial struc-
tures must be regenerated and
dynamised, with flexible networks
and intensified cooperation between
various actors. The change is based
on the production and use of high
skills, which implies a general rise in
the educationallevel on the one hand,
faster introduction of new technolo-
gies and innovation on the other. A
solid, competitive industrial base
will then create the conditions for the
success of the service sector.

Active measures to accelerate eco-
nomic growth, promote structural
change and increase labour demand
are not, however, sufficient for the
attainment of satisfactory employ-
mentresults. Inaddition, measures to
promote the functioning of the labour
market are required. The core of the
national employment strategy is
growth based on highly skilled la-
bour. Its central principles are as fol-
lows.

e Reinforcing thenationa linnovation
system and raising the technological
level. Educational structures and sys-
tems must be developed on the basis
of the principle of life-long learning.
The skillsand qualifications of labour
market entrants, the employed and
the unemployed must be increased to
meet the changing needs of working
life. Emphasis must increasingly be
placed on research and development
activities and technological diffusion
intensified.

e Promotion of the establishment of
new labour-intensive SMEs  and
strengthening their role. This calls for
a general change in corporate cul-
ture and more entrepreneurial train-
ing. Funding systems for companies
must be developed and network co-
operation between companies sup-
ported.

e Increase in labour market flexibility,
abolishing recruitment barriers and em-
ployment of the unemployed. Forms of
work organisations and managerial
methods have to be developed fur-
ther. Rigid general regulations on
working time, labour costs and the
distribution of work between various
occupational groups must be made
more flexible. Labour supply is to be
reduced, e.g. by developing leave
systems for training and self-devel-
opment.

e Reinforcement of basic skills, espe-
cially in respect of corporate globalisa-
tion. Language training, knowledge
of other cultures, training in foreign
languages and other types of training
important for the globalisation of
working life and international rela-
tions are to be promoted and devel-
oped at all levels of the educational
system.

e Increasing consideration of environ-
mental issues in all social and corporate
activities. Taking into account the
principles of sustainable develop-
ment calls for new kinds of know-
how and new developments in pro-
duction technology and energy sup-
ply systems in the service sector, in
community planning and in agricul-
ture and forestry. Environmental is-
sues have a great employment poten-
tial.

e Improving the match between supply
and demand on the labour market. The
pressures on the national economy to
cut costs, the high demand for serv-
ices, and changes in the operating
environment call for improvement in
the workings of the Labour Adminis-
tration so that the availability, quality
and customer-orientation of services
canbe secured. Service processes and
the contents of customer services
must be developed.
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Unemployment allowance

All unemployed jobseekers fit for
work, between the ages of 17 and
65, and resident in Finland are
covered by unemployment insur-
ance. The job-seeker has to be
available to the labour market,
registered as being in search of a
full-time job, may not have been
offered suitable work or training,
and must have worked for at least
26 weeks during the previous 24
months in a job involving at least
18 working hours a week.

The unemployment allowance
is paid, after a waiting period of
five working days, for at most 500
days of unemployment during
four successive calendar years.
For those entering the labour mar-
ket for the first time the waiting
period is three months. The ben-
eficiary is paid either the basic
daily allowance or an earnings-re-
lated allowance. The full basic
allowance (FIM 118 presently) is
paid to all persons in need of fi-
nancial assistance.

An unemployed person who is
a member of an unemployment
fund is paid an earnings-related

The Finnish Unemployment Insurance System

allowance. This daily allowance
comprises the FIM 118 basic compo-
nent and an earnings-related com-
ponent. The earnings-related com-
ponent is 42% of the difference be-
tween the person’s daily pay and
the basic component. If pay is
higher than FIM 10,440 a month,
only 20% is paid of any amount ex-
ceeding this sum.

The costs of the unemployment
allowance system are met jointly by
employers and employees. Employ-
ers are required to pay an unem-
ployment insurance  premium,
which is currently 2% of total pay-
roll up to the first five million marks
and 6,1% thereafter. The employees’
contribution is currently 1.87% of

pay-

Labour market subsidy

A labour market subsidy is paid to
an unemployed persons not entitled
to regular unemployment benefit to
maintain a basic livelihood while he
or she is seeking work and during
various employment programmes.
The system aims to promote and en-
hance the recipient’s opportunities
for returning to the labour market.

All unemployed persons resi-
dentin Finland, entering the labour
market for the first time, or no
longer receiving the daily unem-
ployment allowance because of the
500-day limit qualify for the labour
market subsidy. Toreceive the sub-
sidy, the person must be fit for
work, at the disposal of the labour
market and searching for a full-
time job.

The labour market authorities
can arrange practical work, train-
ing, vocational guidance and reha-
bilitation for recipients of the la-
bour market subsidy under the rel-
evant government employment
programmes. The value of the full
labour market subsidy is the same
as the basic unemployment allow-
ance. The subsidy paid to a person
living in the same household as his
parents is 60% of the basic sum. “A
means test” can be conducted ac-
cording to instructions issued by
the Council of State.

Allowances and subsidies are
paid for five days a week, and
where appropriate are topped up
with child supplements (for chil-
dren under 18).

e Prevention of exclusion. Systems to
facilitatelabour market entry mustbe
created in order to reduce long-term
unemployment, especially for those
threatened with exclusion and for
young people. Even for these target
groups the development of occupa-
tional skills, qualifications and la-
bour market capabilities is the core
strategy. Instead of relying on “pas-
sive” unemployment benefit pay-
ments, active labour market policy
measures in the field of job creation

and training are to be emphasised, as
are customer-oriented services and
the intensification of cooperation be-
tween various authorities.
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EMPLOYMENT OBSERVATORY

- The Employment Observatory of the European
POI icies Commission currently produces four series of

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

H “Employment in Europe” report published an-
infor MISEP nually in all Community languages.

Policies

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

Trends

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

Research

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

Central and Eastern Europe

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

East Germany ;

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