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Employment and the environment 
promoting a virtuous circle 

The Idea that economic growth, job creation and envi­

ronmental protection are compatible has been gaining 

ground for well over a decade. Indeed, it is becoming 

ever clearer that the European economy can not only 

withstand state intervention on environmental grounds, 

but can also grow on the back of new markets created 

by policy initiatives designed to make economic 

development more sustainable. 

New markets create 
new jobs 
The driving force behind this transformation is the evo-
ution of new environmental legislation that has led to 
companies, local authorities and individuals increasing the 
spending they devote to environmental protection. Local 
authorities are building wastewater treatment works, 
cleaner waste management systems and more energy 
efficient power plants. Companies are installing equip­
ment to control emissions to air and water. Households 
are investing in insulation or buying more eco-friendly 
domestic goods. 

This demand for environmental products has brought 
about the development of a totally new business sector, 
producing both environmental goods and services, that is 
growing at more than 5% annually and is responsible for 
the creation of more than 3.5 million jobs. New jobs have 
been created both directly from the manufacture of new 
products and provision of new services, and indirectly 
when companies require personnel to operate new 
equipment and monitor new processes. Moreover new 
incentives to recycle and re-use materials have led to a sig­
nificant increase in the number of people employed in 
recycling activities and producing recyclable goods. 
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Agenda 2000 
Member States reach agreement 
on Structural Fund reform 

EU leaders have struck an important compromise 
on the Agenda 2000 package of budget, structural 
fund and agriculture reforms. InfoReview looks at 
the implications of the agreement for the Structural 
Funds in the next programming period. 

See article on page 7 
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Gains and losses 
Sceptics have suggested that environmental protection 
initiatives may actually destroy more jobs than they cre­
ate, because they often lead to a streamlining of produc­
tion processes, with a need for fewer albeit higher-skilled, 
jobs. Others have pointed to the short-term loss of com­
petitiveness that may result when firms in one part of the 
world must comply with tougher - and more expensive 
- environmental standards than those imposed on firms 
elsewhere. 

Supporters of cleaner industrial development acknowl­
edge that it is easier to measure growth in the environ­
mental services sector than to measure the value of 
investments made by companies that are the first to stem 
pollution in their sector or the economic and social con­
sequences of non-action. 

Nonetheless, research clearly indicates that investment in 
cleaner technologies on the whole brings with it greater 
productivity and hence keener competitiveness. 
Moreover, where supported by public policy, the new 
markets in environmental goods and services will create 
jobs far in excess of those lost due to failure to comply 
with tougher environmental standards. 

For example, the UK's recent Royal Commission on 
Environmental Pollution and Traffic Growth has forecast an 
employment gain in the UK due to increased use of public 
transport and bicycles by 2010. Car-based jobs, including 
those in oil production and distribution, would fall by a 
maximum of 43,000 - unless use of clean technologies and 
schemes such as car leasing expands, in which case the net 
effect of the shift towards sustainable transport would be 
86,000 extra jobs by 2010. 
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An expanding sector 
The EU's statistical office, EUROSTAT estimates that, in 
1997, some 1.5 million Europeans were employed in so-
called eco-industries, producing technologies, goods and 
services to measure, prevent, limit or correct environmen­
tal damage to waten air and soil. Another 2 million people 
were involved in activities such as renewable energy, waste 
recycling, nature and landscape protection, and ecological 
renovation of urban areas. 

These numbers are set to increase, particularly as techno­
logically innovative sectors, such as renewable energy pro­
duction, improve their economic viability. In Germany in 
1993, for example, the production of solar cells, solar col­
lectors, hydroelectric turbines, bio-mass systems and wind 
turbines was worth DM 625 million (€ 360 million), with 
annual growth of over 20%. In Spain, wind power produc­
tion has increased from 8 M W in 199 I to almost 400 M W 
in 1998. The Spanish government estimates that this will 
increase to 1,440 M W by the year 2000, with the creation 
of an additional 20,000 jobs. 

Skills and training 
The potential for growth in these new areas implies a huge 
need for specialised skills and training, which figures indicate 
has currently not been met. Indeed, on average, fewer than 
50% of all workers in environment-related jobs have had 
training or gained a qualification in their specific field. 

Much training work has been provided by schemes organ­
ised at local level to integrate the long-term unemployed 
and other socially disadvantaged groups back into the 
labour market. Initiatives in recycling and re-use, protection 
and management of natural areas, the regeneration and 
renovation of urban spaces, including the provision of local 
public transport, and in eco-tourism are all creating new 
jobs and training opportunities. 

But the European Commission predicts a need for around 
another 2 million new jobs in eco-friendly activities, if the 
EU is to be able to meet its commitments under the UN's 
Climate Change Convention. This represents a massive 
challenge, but also a massive opportunity. If it is to be fully 
grasped, much heavier investment in training will be need­
ed to develop a workforce that can keep the EU at the 
forefront of one of the newest - and most important -
economic sectors. 

The European Commission published a Communication on 
Environment and Employment in November 1997 (COM (97) 
592). 

The environmental sector offers real potential for diverse job creation 
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Environmental legislation 
a catalyst for green jobs 

Π 

ψ 

The main driver of economic growth in environment-

related sectors is the development and implementation 

of environmental legislation, and the imposition of high­

er EU-wide environmental standards. A large number of 

regulations and directives adopted by the EU lay down 

standards for the quality of air, water, and soil, and set 

down restrictions on emissions from industry and 

transport. 

Market 
instruments 

The EU's Fifth Environmental Action Programme promotes 
the use of a wide range of policy instruments in addition to 
direct government regulation. Voluntary agreements, taxes 
and charges, and information dissemination are all recog­
nised as valid and important policy instruments for achiev­
ing key environmental objectives. 

For example, EU legislation, such as the directive on inte­
grated pollution prevention and control (IPPC), encour­
ages companies to invest in the best available clean tech­
nologies but helps them to avoid excessive costs by allow­
ing these to be tailored to the needs of the local environ­
ment. As a result the market opportunities for companies 
developing clean technologies has been reinforced, which 
in turn will lead to the development of new jobs. 

There are also voluntary EU initiatives, such as the eco-
labelling scheme and the Environmental Management and 
Auditing Scheme (EMAS), which aim to give companies 
public recognition when they invest in cleaner products 
and processes. 

Investing in the environment 
Loans, grants and subsidies can also be used to stimulate 
and support environmental expenditures and the numbers 
of environment-related jobs. Most Member States give 
grants or special loans for investments in cleaner technolo­
gies or for technological innovation. Grants for demonstra­
tion projects that develop environmental technology are 
also common, as are grants for promoting the use of more 
environmentally friendly products, reducing emissions, 
noise abatement, and the restoration of contaminated land. 

Some 7% of the current EU budget goes towards 
supporting environmental activities. Investments have been 
made in areas including water and waste treatment instal­
lations; cleaner production and industrial waste recycling; 
and land management, bio-diversity, and soil decontamina­
tion. The Commission estimates that EU environmental 
spending may be responsible for supporting more than 
150,000 additional jobs. 

Many companies have invested in recovery and re-use facilities 

Strengthening the link 
Fiscal incentives to use more labour and less natural and 
non-renewable resources, would, the Commission believes, 
be effective in promoting the development of environ­
ment-related jobs. But some Member States remain 
opposed to decisions being taken on taxation policy at 
European level, although many have introduced eco-taxes 
on their own. Nonetheless, the Commission continues to 
encourage the adoption of eco-taxes and charges, and 
recently proposed a new environmental tax system that 
would harmonise minimum levels of tax on energy prod­
ucts, creating potential for an estimated 500,000 new jobs 
by the year 2005. 

New patterns of training would also help to link job cre­
ation more closely to environmental protection activities. 
Skills needs exist in fields throughout the environmental 
sector - from energy conservation and waste disposal in 
public institutions, to erosion control and prevention. The 
ESF can and does play an active role in this regard. 

Most crucially, environmental legislation must be imple­
mented quickly and thoroughly, as this will spur the 
demand for environmental products and services. In some 
regions of the EU even the most basic environmental infra­
structures are missing. However; this problem is not 
restricted to less-deveioped regions, even in the richest 
areas there are still implementation gaps, in particular in the 
areas of waten waste and nature conservation. 
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Sowing the seeds of sustainable development 
the Sunflower Recycling project 

The European Union funds a large number of projects 

promoting job creation in environment related activities. 

The Sunflower Recycling Project in Ireland, provides an 

excellent example of how ESF funding is not only helping 

to get unemployed people back to work, but is also 

improving the environment in which they live. 

Sunflower was established in 1995 as a non-profit organi­
sation by the residents of an inner-city district in the north 
east of Dublin to address problems caused by above-aver­
age unemployment, low levels of training, crime and drug 
abuse, and a general environmental deterioration in the 
area. 

"No-one in Ireland had seen recycling as a great way to 
employ people and raise the quality of their living environ­
ment," says project manager Bernadette Walsh. Ireland's 
waste management policy had, until 1995, consisted solely 
of using landfill. 

Sunflower collects, grades, sorts and sells-on recyclable 
materials such as paper glass, cans, furniture and clothes. It 
has no competitors in its field, but its sales of pre-sorted 
paper- its biggest product in terms of volume - only cover 
around 10% of its costs.This would be less were it not for 
an agreement between Sunflower and the multinational 
Smurfit, which buys up materials that are more economical 
to incinerate. "We are trying to secure contracts from the 
Irish state, as these would help to put us on a firmer more 
stable footing," says Bernadette. In the meantime, 
Sunflower has started offering services to pubs and restau­
rants, and intends to begin working with schools and other 
public institutions. 

Creating jobs 

Objectives 
and activities 

The Sunflower project covers a number of complimentary 
areas that help to create jobs and improve the environ­
ment. The main objectives of the project are to combat 
long-term unemployment by offering work experience and 
training; to run an effective recycling facility; to work in 
partnership with local businesses and communities; and to 
lay foundations for sustainable employment creation. 

The project employs 46 workers, and, says Bernadette, "at 
least 60% of staff that have moved on have gone either into 
further education or permanent employment." 

Those over 35 years old can stay with the project for three 
years. Many older workers have suffered from low numer­
acy and literacy levels, and Sunflower runs courses to 
address these problems as well. 

But Sunflower has become victim of its own success. "We 
handle 10 tonnes of paper a week, with demand for col­
lection coming from all over the country. We haven't got 
the capacity to process it all because we don't have the 
money to make capital investments," says Bernadette. She 
hopes policy-makers will answer her call. 

Sunflower aims to improve the environment and promote employment 
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The European Employment Strategy 
into the next phase movin« 

According to Karl-Johan Lönnroth, Director responsible 

for employment and labour market issues in DG V, 

considerable progress has been achieved under the 

European Employment Strategy since its launch in 

November 1997. 

The Commission's evaluation of the 1998 National Action 
Plans (published in the Joint Employment Report) revealed 
that all Member States had made good progress in imple­
menting the strategy. Some Member States were well 
advanced due to their favourable starting point. Others 
had made clear commitments on activation and preven­
tion, and a few were committed to doing more in their 
1999 NAP Only a couple of Member States had not set 
targets in accordance with the guidelines or had not pro­
vided sufficiently quantified targets. 

Building on this progress, the Member States endorsed a 
new set of Employment Guidelines for 1999 at the 
December Vienna Summit.They agreed that the four-pillar 
structure should be kept in order to respect the multi-
annual nature of the strategy. However it was agreed that 
the process should be simplified and streamlined. Key ele­
ments of the process now include: 

• the requirement to mainstream equal opportunities in to 
all four pillars 

• the setting of national targets for lifelong learning 

• the promotion of service industries 

• the review of tax and benefit systems for employers to 
create jobs and unemployed people to take them 

• support for an increased participation of older workers 

• promoting the inclusion of disadvantaged groups into the 
labour market. 

However much remains to be done in particular to improve 
indicators and statistics for measuring progress and to 
improve links with financial instruments, such as the Euro­
pean Social Fund.The Commission and the Member States 
therefore agreed at Vienna to continue working on reinforc­
ing the process, particularly in the area of common perfor­
mance and policy.They also agreed to introduce a more con­
sistent statistical basis, together with additional verifiable 
objectives and deadlines.This is crucial for effective and trans­
parent monitoring and evaluation at national and EU level. 

On a proposal from Germany, it was also agreed to intro­
duce an Employment Pact, to enhance the synergies 
between macroeconomic and structural policies.This is par­
ticularly important not only in relation to the launch of the 
Euro, but also because of the worsening global economic 
climate. A concerted effort is required by Europe's key eco­
nomic and social actors to ensure that achievements made 
during the last few years, namely the steady rise in employ­
ment levels, are not lost in an economic downturn. 

The Employment Strategy is now entering a new phase. 
The implementation of the guidelines is fully underway, the 
National Action Plans are being revised, and a series of 
Member State/Commission bilateral meetings have taken 
place to prepare for the joint evaluation of progress made. 
The Cologne Summit in June and the Helsinki Summit in 
December will show how far we are in this multi-annual 
process and how well Member States have performed in 
creating jobs for their citizens. 

Member States will review progress made under the European Employment Strategy at the next EU Summit in Cologne 
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Agenda 2000 agreement 
paves the way for reform 

EU leaders reached a final agreement on the Agenda 

2000 package of reforms at a special summit held in 

Berlin on 25-26 March. Ending many months of hard bar­

gaining between the Member States over the EU's bud­

get, structural funds and common agricultural policy, the 

agreement was described by Gerhard Schröder, the 

German Chancellor, as a "good compromise". This deci­

sion marks a vital step forward in the EU's preparations 

for enlargement to the east - the next key deadline for 

the European Union. 

InfoReview takes a look at how the conclusions reached 

on the Agenda 2000 package at Berlin will affect the 

ESF within the overall Structural Funds package in the 

next programming period (2000-2006). As discussions 

between Coucil and Parliament are still underway, all 

financial allocations should be considered provisional. 

Financing for 
the Structural Funds 

• Overall amount agreed for the Structural Funds and 
Cohesion Funds: € 213 billion, of which Structural Funds 
receive € 195 billion, and the Cohesion Fund € 18 billion 

The overall spending profile for the Structural and 
Cohesion Funds combined declines over the seven year 
period from € 32.045 billion in 2000 to € 29.170 billion 
in 2006 (at 1999 prices) 

Within the Structural Funds allocation, the Community 
Initiatives will receive 5% or € 9.75 billion, Innovative 
actions and technical assistance get 1% between them 
€ 1.95 billion. 

Revising the objectives 
Overall, the € 195 billion allocated to the Structural Funds 
will be divided as follows (with the balance going 
to Community Initiatives, innovative actions and technical 
assistance): 

• Objective I - € 135 billion (69.7%) for the poorest 
regions of the EU (those whose GDP per capita is 75% 
or less of the EU average and current Objective 6 ultra-
peripheral areas in Sweden and Finland). 

• Objective 2 - € 22.5 billion ( I 1.5%) for the economic 
and social conversion of areas facing structural difficulties 
(including areas undergoing economic and social change 
in the industrial and service sectors, declining rural areas, 
urban areas in difficulties and depressed areas dependent 
on fisheries). 

• Objective 3 - € 24.05 billion (12.3%) to support the 
adaptation and modernisation of policies and systems 
of education, training and employment everywhere 
outside Objective I regions. 

Communi ty Initiatives 
• "At least 50%" of appropriations available go to INTERREG 

• INTERREG to pay due attention to cross-border activi­
ties, particularly in the perspective of enlargement, and to 
improved cooperation with Phare,Tacis and Meda 

• EQUAL to take due account of "the social and voca­
tional integration of asylum seekers" (this will be insert­
ed in Article 19 of the General Regulation). 

The legislative framework 
The European Council has now instructed the European 
Commission and the European Parliament to achieve the 
final adoption of the legislative texts - specifically the ESF 
(and ERDF) regulation "before the next European 
Parliamentary elections... particularly in view of the need 
to prepare a smooth transition into the next Structural 
Funds programming period beginning on I January 2000". 
Once formally adopted, the new Regulations will enter into 
force three days after their publication in the Official 
Journal of the European Communities. They will be bind­
ing in their entirety and directly applicable in all Member 
States.The new measures will repeal the existing Structural 
Fund Regulations as of I January 2000. 

EU leaders concluded months of hard bargaining in Berlin 
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Preparing for EU enlargement 
to central and eastern Europe 

m 

The challenges facing the applicant countries of central 

and eastern Europe in the area of employment are daunt­

ing, not least because of the pressing need for structural 

reform. Nevertheless, most of the countries have shown 

a strong desire to launch active labour market policies 

and are preparing to implement the European 

Employment Strategy. For its part, the European 

Commission is supporting their efforts through several 

inter-related programmes. 

The Special 
Preparatory Programme 
for Structural Funds (SPP) 

Financed by PHARE, the 'Special Preparatory Programme 
for Structural Funds' (SPP) aims to promote awareness 
and understanding of EU-structural policies in the ten 
applicant countries of central and eastern Europe. Given 
the size of the institution-building task facing the applicant 
countries as regards the ESF in particular; the programme 
is supporting a concentrated series of activities during 
1999, including: 

• a series of training events for officials at national, regional 
and local administrative levels to inform officials about the 
structural policies in general, and the ESF in particular 

• a series of employment policy reviews will be launched 
in 1999 covering employment policy and labour market 
structures, with particular emphasis on the Employment 
Strategy and the Employment Guidelines.These reviews 
will determine the ESF-type of assistance that could be 
financed in the future through the PHARE pre-accession 
instrument 

• the establishment of "Objective I -type" pilot projects in 
the national context in which ministry officials can be 
trained in designing and implementing ESF-type pro­
grammes on the basis of existing socio-economic analysis. 

Support provided in the context of the SPP-programme 
reflects the priorities outlined in the EU's Accession 
Partnerships with the applicant countries, which underline 
the need to establish a legal, administrative and budgetary 
framework for an integrated regional policy, to develop 
appropriate labour market structures, and to facilitate the 
future participation of applicant countries in EU Structural 
programmes.They also stress the need for a joint review of 
employment policies as preparation, inter alia, for partici­
pation in EU Structural Fund programmes.These priorities 
have now been translated into action by the National Plans 
for Adoption of the Acquis (NPAAs) adopted by each 
applicant country outlining the priorities for transposing 
Community policies into the national context. 

Communi ty support 
after 2000 
The Commission's Agenda 2000 proposal sets out the 
conditions and scope of future Community financial sup­
port to the applicant countries of central and eastern 
Europe in the run-up to accession. For the programming 
period 2000-2006, the proposal foresees three pre-
accession instruments dealing with structural issues. The 
first, SAPARD, will concentrate on rural development and 
the implementation of the common agricultural policy; 
secondly, ISPA will deal with environment and transport 
infrastructure; and finally PHARE will cover other enlarge­
ment issues, including those related to employment and 
social cohesion. 

The revised Accession Partnerships and correspondingly 
revised NPAAs will, as of next year; be supported by the 
proposed pre-accession ¡nstruments.The scope for PHARE 
interventions will, as a result, shift to reflect the new struc­
tural priorities. New national guidelines will be established 
which will, subject to the final adoption of the new PHARE 
proposals, concentrate more on labour market policies and 
human resource development. One proposal currently on 
the table is to have a limited number of regional pro­
grammes per applicant country which support economic 
re-conversion, infrastructure development and the active 
promotion of an appropriately qualified workforce. Such a 
proposal, it is hoped, will spur new and existing labour mar­
ket institutions to implement a genuine employment policy 
in line with the European Employment Strategy. 

Operational f ramework 
for the Enlargement Process 
According to the decisions taken by the European Council, 
in order to become a member of the EU, applicant coun­
tries of central and eastern Europe must have a function­
ing democracy, an economy capable of competing in the 
Single Market, and the capacity to transpose and comply 
with the complete body of Community law (the 'acquis'). 
Whilst the first criterion is undoubtedly political, the other 
two necessitate the establishment of an appropriate legal, 
economic and institutional framework for implementing 
and applying Community policies. As far as the applicant 
countries of central and eastern Europe are concerned, 
this process was initiated de facto in advance of the deci­
sion to apply for membership by the Europe Agreements 
- which introduced bilateral co-operation between the 
Union and each of these applicant countries on approxi­
mation of laws and exchange of information on the 
Community acquis - and was reinforced through the 
Accession Partnerships. Assistance to the applicant coun­
tries of central and eastern Europe is now focused within 
a single bilateral framework as laid out in the National 
Plans for Adoption of the Acquis (NPAAs). These plans 
define the short and medium term priorities for transpos­
ing Community policies into the national context. 
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The applicant countries 
of central and eastern Europe 

The f »io« 
•III (Da.) 

The applicants: 

Bulgaria 
Czech Republic 
Estonia 
Hungary 
Latvia 
Lithuania 
Poland 
Romania 
Slovak Republic 
Slovenia 

The Special Preparatory Programme for Structural Funds 
(SPP) was conceived as a multi-country sub-programme 
under PHARE with a three year (97-99) indicative budget 
of 60 million ECU .The 1997 budgetary commitment of 
4 million ECU was allocated to three major activities: 

• a statistics project, supervised by EUROSTAT, 
which aims to create the statistical base needed for 
the future management of Structural Fund-type 
programmes (850,000 ECU); 

• a project to assist the development of fishing vessels 
registries (350,000 ECU); 

• and an ESF training programme for Ministry officials 
who will administer future ESF-type programmes 
(2.1 million ECU). 

The remaining 56 million ECU will be allocated within the 
1998 National PHARE programmes, the design and imple­
mentation of which is to be devolved to the applicant 
countries concerned in close co-operation with represen­
tatives from the Structural Funds services. Programmes are 
now being prepared, or are already underway in the 
applicant countries of central and eastern Europe. 
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Focus on Germany 
a view from the EU Presidency 

InfoReview spoke 

to Walter Riester 

Federal Minister of 

Labour and current 

President of the 

Social Affairs Council 

about the European 

Employment Policy 

and the role of the 

ESF in Germany. 

German voters 
expect results 

The German electorate expects a great deal from its new 
Federal Government. As stated in the coalition agreement, 
the main aim of the new government led by Gerhard 
Schröder is to combat unemployment - a challenging task. 

This year the unemployment rate in Germany is expected 
to climb above four million. Nearly 500,000 young people 
below the age of 25 are without a job and there is a short­
fall of apprenticeships to the tune of 35,000. There are 
many reasons behind this high rate of unemployment. Like 
other industrial societies, Germany has to meet the chal­
lenges of globalisation and the increased demand for high­
er skills. Moreover, German re-unification and in particular 
the huge labour market problems faced by the new Länder 
have placed a heavy burden on the Federal Republic. 

To fight unemployment, the Federal Government relies 
on an active labour market policy. 45 billion DM has been 
allocated this year for active measures for providing peo­
ple with skills and assisting the creation of new jobs. 
Outlining the Federal Government's approach to active 
labour market policies, Walter Riester, the Minister of 
Labour pointed out that, "in our social market economy, 
the main task of labour market policy is to get the unem­
ployed into regular jobs. Wherever necessary, we make 
great efforts to be in a position to meet the challenge of 
a working environment which is changing at an ever 
faster rate". 

Funds for active measures are allocated in close coordina­
tion between the government and economic actors. 
According to Gerhard Schröder, Germany's new Federal 
Chancellor; "it will be possible to overcome unemployment, 
which is the problem of the century, only if all social actors 
collaborate". A good example of cooperation is the 
Alliance for Work, Training and Competitiveness, through 
which representatives of employers and the trade unions 
meet regular y for round-table discussions with Ministers 
responsible for economics, finance, labour and health. 

Employment 
is the top priority 
The Schröder government is determined to make progress 
with the Employment Pact at European level. According to 
Walter Riester Member State governments and the 
European Institutions and partners should collaborate in 
this effort. He sees combating unemployment as a 
"pan-European task" which calls for a joint effort by the 
Member States.The common employment policy pursued 
by the Member States, he argues, does not relieve them 
of their national responsibilities. According to the Minister 
"it is an essential instrument in the fight against unemploy­
ment". In particular; he expects a great deal from the 
exchange of good practice.The objective must be to learn 
from one another. In Riester's view, successful initiatives in 
the Netherlands provide interesting food for thought as 
the social partners there have already agreed on a joint 
long-term pay policy. 

Riester believes that the inclusion of the employment title 
in the Amsterdam Treaty was a major step forward in mak­
ing employment a European ¡ssue.The German Presidency's 
motto "for an economically and socially strong Europe" 
underlines its commitment to achieving three key tasks: 

• improving the interplay between financial, pay and mon­
etary policies 

• continuing structural reforms aimed at greater competi­
tiveness and more effective operation of the goods, ser­
vice and capital markets 

• continuing the Employment Strategy in the context of 
the Luxembourg process and thus implement more 
effectively the employment policy guidelines, 

As far as implementation of the guidelines is concerned, 
Riester expects the 1999 National Action Plans to provide 
further impetus. Germany supports the development of EU-
wide mandatory and verifiable objectives aimed, on the one 
hand, at improving equal opportunities for women and men 
in the labour market and, on the other, at reducing long-term 
unemployment and the high rate of unemployment among 
young people. Germany will therefore continue the 
approach previously laid-down by the European Council. 

Improving opportunities 
for young people 
Ensuring that employment measures are mandatory and 
verifiable is the first requirement that the Federal 
Government intends to meet at national level. Immediately 
after taking office, the government established, as part of an 
emergency programme, a general framework for providing 
100,000 young people with training and employment. The 
programme provides for concerted action and representa­
tives of trade unions, the government and employer organ­
isations will be involved. In Riester's opinion, this goal can 
only be achieved if all of the actors involved pull together 
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Young people without a work placement will be encour­
aged to gain qualifications and prepare for further training. 
The aim is to provide young people who have been unem­
ployed for more than three months with a job, training 
place or funding. A nationwide poster campaign, launched 
by the Ministry of Labour; was used to draw attention to 
the programme and the ESF funding that helps to support 
it. More than two billion DM have already been provided 
to fund the programme in its first year. € 720 million ( 1.42 
billion DM) was provided from the federal budget and 
€ 308 million (600 million DM) came from the ESF Clearly, 
this major programme has an important role to play in 
relation to the implementation of the European 
Employment Strategy. 

Germany is also proposing a similar procedure at European 
level. In his plea in support of the European Employment 
Pact, Riester proposed a special action called "Youth 
and Europe: Our Future". Europe's youth unemployment 
- 20.8 % - is more than double the rate of overall unem­
ployment (9.8 %).The Labour Minister is convinced that 
the integration of young people depends, to a crucial 
extent, on the opportunities available to them in the labour 
market: "They should therefore feel that European social 
and employment policies show concern for them". 

plays a crucial role 
Approximately € 7.5 billion (14.7 billion DM) of ESF fund­
ing was received by Germany during the 1994-1999 pro­
gramming period and it has been estimated that more than 
2 million people benefited from ESF activities during this 
time. Riester is quick to acknowledge that ESF funding has 
"greatly helped the German labour market". 

The latest performance checks carried out on behalf of the 
Ministry of Labour give good grounds for optimism. For 
example, 60 % of people assisted under the EMPLOY­
MENT Community Initiative obtained a job or training 
place after six months.This is a sizeable figure given the dif­
ficulties this target group, which includes disabled people, 
the long-term unemployed, disadvantaged young people 
and women, faces in finding work. Women form a large 
proportion of ESF beneficiaries. Nationally 53% of the 
people assisted through the ESF are women, while in the 
former East German Länder this figure rises to 70%. 

The ESF also supplements German Employment initiatives 
in qualitative terms. Measures that are not eligible for 
national funding are implemented with the aid of the ESF. 
For example: in Germany, promotion of employment is 

A historic move: the Federal Government relocated to Berlin in April this year 
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The ESF in Germany - financing by Objective ( 1994-1999) 

Employment 

based on the insurance principle which means that people 

only receive unemployment benefits if they have paid con­

tributions to an unemployment insurance scheme. Women 

often lose out in this situation as they do not pay insurance 

contributions when they take time off to raise a family. If 

they wish to re­train before returning to work, German 

legislation only allows for the training to be funded and 

makes no provision for maintenance to cover living costs. 

Without ESF funding, which is used to bridge this gap, many 

women would find it impossible to undertake the training 

they need in order to return to work. 

Following a 

twin­track approach 
At federal level, individuals are helped by ESF funding which 

supplements national funding legislation. The Federal 

Labour Office and local employment services allocate the 

funds. Decisions about how to place people in different 

programmes are taken by the employment services as they 

have a good overview as to which skills are in demand at 

local level. 

In the 16 Federal Länder qualification and counselling pro­

jects are funded through the ESFTraining bodies apply for 

funding for a project. In order to avoid duplication of fund­

ing and also frictional losses, a working group composed of 

representatives of the federal and regional governments 

was set up with the Federal Minister of Labour and Social 

Affairs as chairman. 

Preventing unemployment 

through Objective 4 
The new Objective­4 measures are targeted at workers 

threatened with unemployment as a result of industrial 

change. Emphasis is placed on the needs of employees in 

small and medium­sized enterprises (SMEs) who often lack 

access to continuous training, compared to workers in larg­

er companies. SMEs have limited capacity to deliver ongoing 

training as employees are needed at their workplaces. 

Therefore the ability to combine work with training is 

essential for SMEs.The Internet College is an example of a 

successful initiative funded by the Ministry of Labour and 

the ESF.Through a dedicated website (www.akademie.de) 

Netscape: akademie.de - die Internet-Akademie 

Providing advice 

on­line 
With the help of ESF funding, the 

internet college provides advice to 

entrepreneurs 

a e %b s a M · 
Accueil Chiron- kntfí Ouvrir ttftinr Chmhtr Stop 

Mrtsít ; friltp/Zww .ikiám* at/ 

http://\ÄAVw.akademie.de 
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free advice is provided to entrepreneurs and new busi­
nesses about establishing a presence on the Internet. In 
addition to training in web design, web marketing, elec­
tronic commerce and on-line research, the virtual college 
offers basic knowledge in the field of multimedia. Moreover; 
eligible participants get a free domain name giving them a 
platform for their own home page.The monthly processing 
fee is only € 8.86 (17.25 DM) and full recognition is given 
to the importance of ESF funding both on the website and 
in accompanying publications. 

Ensuring the future 
effectiveness of the ESF 
If the European Social Fund is to continue to fulfil its tasks, 
it must be provided with the necessary financial resources. 
According to Riester, this is "all the more necessary as the 
European Social Fund is to assist the European 
Employment Strategy and the National Employment 
Action Plans". He believes that the compromise text relat­
ing to a new ESF regulation - which the German Council 
Presidency presented following preliminary work under 
the Austrian Presidency - shows the way forward. There 
has already been a positive preliminary decision in favour 

Objectives 
in Germany (1994-1999) 

Objective I 

Objective 2 , 

Objective 5b 

of this in the Council of Ministers. The compromise text 
provides for equal funding opportunities throughout the 
European Union and it therefore introduces a considerable 
degree of simplification. 

Riester also believes that the European Commission must 
take account of the Member States' call for the simplifica­
tion of administrative procedures. "Planning, application and 
processing procedures are extremely complicated and put 
Member States in an unnecessary straitjacket We should 
take seriously the principles of partnership and subsidiarity 
and give Member States the ability to supplement their 
labour market and employment policies effectively through 
the European Social Fund." In Riester's view, the emphasis 
is shifting from regional policy to employment policy. 
Reducing the current European-wide unemployment figure 
of 18 million is one of the most important common tasks 
for the future. 

Employment ¡s a top priority for Gerhard Schröder 
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Unemployment rates hit 4.4 % 
in the United States & Japan 

A Tale of Two Cities 
In February this year unemployment rates in the US and 

Japan converged at 4.4%. But, as our New York and Tokyo 

correspondents report, these economies are travelling 

along very different tracks. 

Amer icans hard at w o r k 
as the economy grows 

With unemployment rates at their lowest for three 
decades, the United States seems more concerned about 
the threat of rising wages than the plight of the un­
employed. When the US unemployment rate for February 
edged up from 4.3 to 4.4%, Wall Street soared on expec­
tations that interest rates would remain unchanged. 

The US unemployment rate has been at or below 4.5 % 
since April last year As the Clinton Administration never 
hesitates to point out, Americans haven't been this busy 
since 1969. Current figures reveal that just 6 million 
Americans are unemployed and seeking work, a figure that 
few would have believed possible ten years ago. 

Since President Clinton came into office in 1993, more 
than 14 million jobs have been created. According to Janet 
Yellen, Chair of the President's Council of Economic 
Advisers, the United States economy "is the strongest it has 
been in a generation".The signs of success are easy to see. 

In towns all over America, local newspapers are full with 
job adverts and HELP WANTED signs appear daily in shop 
windows. Some companies are frustrated that they cannot 
find the workers they need. 

Yet declining world-wide demand for industrial goods and 
falling commodity prices suggest that the good times can­
not last forever Labour Department figures for February 
showed the manufacturing sector shedding 50,000 jobs 
with some high profile companies such as Levi Strauss 
announcing large scale cut backs. Many economists are pre­
dicting a slowdown, but continued growth in the construc­
tion and service sectors is expected to help soften the 
impact on jobs and the overall unemployment rate is not 
expected to exceed 5.3% by 2001. 

Not only are more Americans working than before but 
they are also working harder than they have in the past. 
The average American married family worked an addition­
al 247 hours in 1996 compared to 1989, while the median 
family income fell by $ 1,000 over the same period (accord­
ing to The State of Working America, released in 
September 1998). Even economists have been surprised 
that despite tight labour markets, pressure on wages has 
actually eased. Hourly earnings increased by just 3.6% over 
the past year compared to 4.4% the year before. 

While the flexible labour market may have helped to 
create large numbers of new jobs, increased flexibility, it 
seems, has come at a price for the average American work-
en with job insecurity an increasing cause for complaint. 

Much of this insecurity is a result of the high levels of part-
time employment in the United States. Approximately 20% 

Although the US economy is booming wage inflation remains low 
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Picking up the pace: average annual working hours in the US increased by 247 hours between 1989 and 1996 

of all American workers have part-time jobs, which is not 
clearly indicated in the national statistics, and they are 
therefore subject to much more uncertainty. Meanwhile, 
unemployment surveys themselves may disguise the actual 
level of unemployment. People being surveyed are 
required to declare if they have worked "even for an hour" 
in the previous week. If they answer "yes", they do not 
appear in the unemployment statistics. In particular these 
survey methods tend to disguise levels of youth unem­
ployment, as most teenagers in the US are at least partial­
ly employed in jobs such as washing cars, baby-sitting, 
mowing lawns, etc. 

Meanwhile there are important regional differences in 
employment rates across the United States. Midwestern 
States have suffered from employers moving to other loca­
tions to find the particular employees they want and 
repeated regional recessions have made people wary about 
the future. New Mexico and Florida seem to have fallen vic­
tim to their climate, as unemployed people in these sun belt 
states seem unwilling to move north to find work. 

And then there is the question of skills. "If you cannot 
breathe or write software" says one Massachusetts econo­
mist, "then forget it". Even in a state considered by some to 
enjoy full employment, many people cannot find their way 
back to work. For workers in declining sectors with out­
dated skills the opportunities offered by the expanding 
technology sector seem a long way out of reach. 

Although the Federal government continues to encourage 
companies to take on former welfare recipients (Federal 

agencies have themselves hired more than 10,000 welfare 
recipients in the last two years) there has been a dramatic 
cut back in Federal expenditure on employment training. 
Since the years of the Carter administration (1976-80), 
government spending on training has fallen from $ I 3 bil­
lion to $2 billion, raising real questions about how the long 
term unemployed and the unskilled will cope in an econo­
my being driven by new technology. 

Unemployment Rates 
in the EU, USA and Japan 

Nov 98 Dec 98 Jan 99 

EUR 15 USA Japan 
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Japan acts as 
employment rate slides 

Japan's unemployment rate also reached a record 4.4 % 
at the end of 1998. Yet this provided little cause for cele­
bration. For a nation that has seldom seen unemployment 
rise above 3.5%, these figures were seen as a startling 
illustration of an economy in decline. 

The length and depth of Japan's current economic down­
turn is having a profound social impact. Japanese corpora­
tions, which have traditionally sought to protect employees 
from redundancy, are now having to rethink established 
practices of lifetime employment and seniority-based pay. 
This trend is leading some people to question how long 
the nation's traditional employment system can survive. 

During the boom years of economic growth, Japanese 
workers became used to exchanging long hours and life­
time loyalty for a job for life. Companies did all they could 
to prevent staff from 'job-hopping', paying them strictly 
according to time-served and providing big retirement 
bonuses. Many companies were happy to keep employees 
on until they retired, even if they had nothing useful to do. 
Indeed, laying-off workers was seen as an unacceptable 
admission of corporate failure. As the population pros­
pered, government spent little time worrying about welfare 
spending or training initiatives. 

Falling profits and sharper foreign competition have 
brought a dramatic turn around in the country's econom­
ic fortunes. Despite the social stigma attached to being 
unemployed, the number of people registering as out of 
work continues to climb as small companies close down 
and corporations are forced to react to the decline in 
domestic demand. In a survey conducted last year by the 
Japanese Association of Corporate Executives (Keizai 
Doyukai) about 80% of respondents felt that by the year 
2002 the idea that companies should sacrifice profits in 

order to maintain employment would no longer be held 
sacred. Another recent study by Dai-lchi Life Insurance Co. 
found that the ratio of corporate labour costs to sales had 
risen about 25% since 1991. Corporations would have to 
eliminate 6.7 million jobs in order to bring the ratio back 
to 199 I levels.That would mean an unemployment rate of 
I 3.5 % - a staggering statistic. 

It is this 'hidden unemployment' that worries Japanese 
Government Agencies the most, because it seems clear 

Labour costs are a problem for Japanese employers 
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