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Governance of Activation Policies
in the Czech Republic:
Uncoordinated Transformation

Tomas Sirovdtka and Jifi Winkler

Introduction

Activation policies represent one of the key common trends in the
development of the welfare states in Europe (compare Van Berkel and
Mgller, 2002; Serrano Pascual, 2004; Zeitlin and Trubek, 2005), no mat-
ter that individual national activation strategies are far from being
uniform. Policies aiming to increase labour-market participation seem
to be appropriate for achieving both the goal of sustainable public
finance and that of eradication of poverty and social exclusion. In post-
communist countries the policies of activation are being implemented
in a specific societal and institutional context: certain failures of gov-
ernance and implementation conditions have already been identified
(Winkler and Ziilavsk)’/, 2004; Sirovatka, 2007, 2008; Sirovatka et al.,
2007). In this chapter we examine the question as to what specific kind
of governance of activation policies have emerged in the Czech Republic
and, secondly, the various effects of the specific mode of governance of
activation policies. The chapter is structured as follows: after the intro-
ductory part we characterize the institutional framework of activation.
In the third section we explain the key trends of governance of acti-
vation policies since 2004 in the Czech Republic. In the fourth part we
assess the effects of governance of activation policies, and in the last and
concluding section we discuss the main findings.

Institutional framework of activation

The formation of labour-market and employment policy institutions in
the Czech Republic goes back to the beginning of the 1990s when the
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174  Governance of Activation Policies in the Czech Republic

governance structure of the Public Employment Services (PES) was being
shaped. This structure survived with no important changes until 2004.
During this period, the establishment of local (district) Employment
Offices (EOs), with relatively tough powers to implement active poli-
cies, took place within a model of a two-tier PES: this included the PES
section at the Ministry of Labour and Social Affairs (that is, Employment
Services Administration (ESA)) in the centre (strategic and coordination
level) and 77 EOs in the districts, originally District Employment Offices,
at the second level (executive level).

The ESA as an integral section of the Ministry of Labour and Social
Affairs is responsible for the coordination and delivery of active employ-
ment policy and unemployment benefits - these tasks are performed by
local Employment Offices. After the split of the Czech/Slovak federation
in 1993, the power to create employment policy was conferred on the
national ministry (more specifically on the ESA), but without transfer of
the necessary personnel and financial capacity that previously existed
at the federal ministry. Since its establishment in 1991 and during its
whole existence, the PES has thus been understaffed and underfinanced
when compared with other European Union (EU) countries. This fact
is mirrored first of all in the poor managerial capacity of the centre
(ESA), as well as in the work overload at local/district EOs. The above-
mentioned deficits have translated themselves into a limited scope and
quality of active labour-market policies (ALMPs) and job mediation. For
example, if we compare the International Labour Organization (ILO)
figures (2003) for the number of the unemployed with the total num-
ber of PES staff, we see that the workload (in numbers) is about three
times as high in the Czech Republic when compared with Germany and
Sweden, and even higher when compared with the UK.

The EOs at the local level are responsible for delivery of unem-
ployment benefits as well as for the implementation of ALMPs. They
are guided by legislation (Employment Act) and by decisions of the
PES governing body - ESA. This central body outlines the strategy of
labour-market policy (embedded since 1999 in the National Action
Plans of Employment (NAPE)). The decisions of ESA are directed mainly
towards the distribution of financial resources allocated for ALMP mea-
sures to the EOs, based on specified criteria (such as the unemployment
rate in the region, the proportion of long-term unemployment) and
towards recommendations (methodical notes) on ALMP measures deliv-
ery. Secondly, ESA exerts influence on the formation of the Employment
Act. Notwithstanding the conditions given by legislation and the finan-
cial resources allocated by the Ministry of Labour and Social Affairs
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(ESA), the local/district EOs are largely independent in making decisions
about the scope and kind of measures to be realized, about the groups of
the unemployed to be involved in the measures, depending on the local
labour-market conditions, as well as about the specific approach to the
unemployed and the job-mediation.procedures.

The high degree of autonomy enjoyed by the EOs is not, however, a
result of a purposeful delegation of power but rather an unintentional
outcome of the given institutional frame. Whi]e. the central ESA pos-
sesses only a limited capacity for conceptual decision making, the EOs
usually have a considerab}e kn'owledge of the local lab?tlr market. The
control and coordination functions of the PES centre (ESA)- are therefore
signiﬁcal'ltl}’ weakened. It does I-10t possess mu<.:h autllor.lty ?rld influ-
ence, either at the stage of pl:mnmg?Y anc.i formation (?f activation policy

r during monitoring and overseeing unplementaﬂon. On the other
" d local EOs do not influence the formation of national employment
ha;;c in any way, in contrast to Germany, A.ustria and other countries.
D()W]'yerl the Regional Self-Government Units were established in the
C7€C1]1 Republic in 2000, under t'he Public /\‘dlrlix'listfatiorl Reform initi-
) ) | due to the country’s accession to the EU, 14 of the local (district)
atcc e entrusted with extended competences as partners to the new
ILOS. Weall self-Administration Units. Neyertheless, these entrusted FOs
Region ted very limited decision-making powers: their task is mainly
wiere gral’ administrative procedures necessary for implementation of
o BESRLE ean Social Fund (ESF) projects/measures. They also fulfil some
the Europe rical and coordination activities; however, they are not pro-
’”ethOd910%jle;isiol]-makiﬂg discretion related to the national ALMPs,
vided with tors, such as the National Tripartite Council, the Parlia-

Other ifom‘l;]ission for Health Care and Social Issues of the inter-
me”-mry' ;COHHHiSSiorl for the NAPE (or later, the National Reform
e ), fulfil only an advisory role in the field of ALMP. Since
Programmeg/gos the directors of local EOs have consulteq with the
sal s 1 sélling Committees (advisory bodies established at local
alled Coun al social partners, NGOs, municipalities and educationa]
re loce resented. These, however, are not endowed wit}, any

the
sO-C 1

el) whe
:rel‘;tit)utions are rep
jecision-making powe‘rs. 5 it I | |
deci e local level, EOs represen ' p p‘ Teranhingy s

from, Munic alities may be considered passive actors; they deliver
IS Mun'luipsmnce benefits that are fully refunded from the cen-
o a2 d55t pudget. They do not receive any funds for activation
i govemmle; body possessing resources and competence ’
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tion and implementation of ALMP is the PEsS. The FOg can
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provide from their budget wage subsidies for public works organized by
municipalities, but municipalities themselves have no economic incen-
tives available for any activation measures. Cross-sectional coordination
between EOs (subordinated to the ESA as a section of the Ministry
of Labour and Social Affairs) and municipalities (subordinated to the
Ministry of Regional Development) in the field of activation is lim-
ited to the organization of public works and unsystematic exchange of
information.

In spite of the increase in unemployment and in the numbers of
welfare state clients during the late 1990s, the government did not
allow an increase in public administration staff, with no exemption for
PES. Instead, the government established following elections in 2006
promised to decrease public administration staff by 9 per cent, and
this objective was also applied to PES that are considered to be part
of public administration. A similar practice was adopted following the
crisis in 2008-9, when further reductions in public servant numbers
were announced in spite of the fact that unemployment exploded dur-
ing 2009 and that Individual Action Plans (IAPs) that had been used
to a limited extent (see below) since 2004 became obligatory, which
significantly increased the workload for EOs. Employment Offices had
to reduce staff, and evidence shows that there are now only around
1800 staff working directly with the clients as mediators or counsel-
lors (Kaluznd, 2008), while there were 540,000 unemployed people at

the end of 2009 (that is, a ratio of about 300 clients to one frontline
staff).

Trends in governance of activation since accession to the EU

The Czech labour market was not hit by unemployment increases until
the end of the 1990s (registered unemployment level came close to
10 per cent), which were, however, marked by a high proportion of long-
term unemployment (more than 50 per cent of unemployment in 2004)
and sharp differences in specific unemployment rates according to edu-
cation, health status, age and gender. Activation became a challenge.
This period overlaps with the country’s accession to the EU: minor
institutional reorganization took place in order that the ESF projects
. could be implemented. In principle, the governance framework did not
| change. The lack of top-down governance reforms complicated — as
\we will argue - effective implementation of activation policies in sev-
eral respects. Nevertheless, this fact does not imply that no changes in
governance appeared. We have evidence of several transformations that
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occurred as spontaneous, uncoordinated adaptations to the demands
raised by a more intensive implementation of activation measures
within the regime of the ESF schemes/projects. The co-existence of weak
coordination by the centre and spontaneous adaptations of governance
at the local and regional levels may be considered to be a specific feature
of Czech governance of activation policies.

When assessing the trends in governance of activation policies in
the Czech Republic since accession to the EU (2004) we focus primar-
ily on the key dimensions of governance of activation as outlined in
Chapter 1: decentralization, marketization, inter-agency cooperation,
new public management and coordination by objectives, with the most

important aspects being decentralization and marketization (for their
characteristics, see Table 9.1).

Decentralization and inter-agency cooperation

Decentralization represents the first and most significant (spontaneous)
trend of the governance changes, although the system has remained
highly centralized in terms of financing the ALMP measures. While
administrative reforms of PES in many European countries (Austria,
Germany, Denmark and Ireland) involved a formally governed func-
tional and territorial decentralization and devolution of some services,
decentralization in the system of Czech employment services takes place
as an unexpected consequence of governance failure. We may label the
trend as a spontaneous transformation of governance.

The transformation of governance was necessitated by the appear-
ance of new measures financed through the ESF. However, this reform
was little coordinated by the centre (ESA) as a strategic change, except
for formal steps such as the establishment of an administrative unit at
the central level responsible for administration of the implementation
of the ESF projects (see below). The spontaneous transformation at the
local and regional levels followed as a consequence of the complex pro-
cess of social learning, consisting of several parallel processes, such as
rational problem solving, normative (legislative) transformation, imi-
tation and ideational transfer (March and Olsen, 1989; Obinger et al.,
2005; Taylor-Gooby and Zinn, 2005).

At the same time, the availability of new resources of the ESF
and opportunities for participation of various actors confronted cen-
tral authorities of PES/ESA with a serious challenge concerning their
coordinating ability, and made their managerial and capacity deficits

more apparent. This was a catalyst to further decentralization (and
devolution) rather than centralization.
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Table 9.1 Trends in governance of activation after accession to the EU (2004)

Decentralization  Spontaneous decentralization

Political- Poor capacities of the centre to coordinate the policies
administrative (legal instruments and central budget being the main
tools)

Employment offices continue to maintain a high level of
discretion (political decision-making discretion) while
being restricted by central budget constraints
Municipalities continue to be responsible for
administration of social assistance (administrative
decentralization)

Non-competitive Purchase of training, individual diagnostics, counselling,
private mediation - increasing in scope due to availability
of ESF resources and implementation of agency work
in 2004 (new Employment Act), low numbers of
competitors.

Internal Decision-making power given to local EOs (implicitly due
to outsourcing in conditions of weak governance, most
decision power flows to the providers) — devolution.

De-concentration  Entrusted EOs are responsible for coordination of
methodical functions, control and assessment of
activation and, more recently, for implementation of
regional projects under the EST

Cooperation among local EOs through informal networks

Marketization Unregulated market failures

Purchasers Public EOs (with no use of vouchers for services, no role
played by the unemployed themselves)

Providers Public (educational institutions), private (increasing role),
NGOs

Contracts Classic but weak regulation: soft conditions - lack of

incentives in terms of performance targets due to the
weak role of service purchasers

No duty to outsource (however, due to a lack of PES
capacities, outsourcing implicitly becomes a dominant
strategy)

Due to spontaneous decentralization even prior to 2004, EOs had
spontaneously developed an adaptation mechanism for the governance
of problems emerging from the deficits on the part of ESA (Sirovatka,
2003; Winkler and Ziilavsk}’l, 2004). In conditions of weak central coor-
dination, directors of EOs had begun to create informal regional support
networks among themselves, coordinating procedures to resolve new
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problems, issues concerning competence or vaguely defined tasks. These
clusters of directors and clusters of other staff of EOs occupying sim-
ilar positions now cooperate during preparation of calls under the
ESF project schemes. They also offer consultations to potential recip-
ients/coordinators of the ESF projects concerning preparation of their
individual project proposals.

[n a number of regions, EOs became informal coordinators of collab-
oration between EOs, employers, NGOs and municipalities during the
formation of local programmes of social and economic development.
This bottom-up activity was later institutionalized by the Employment
Act from 2004 as a specific labour-market programme within what PES
called Purpose-built Programmes in the Local Labour Markets (Winkler
et al., 2005). Consequently, and especially after 2004 (in connection
with implementation of the ESF projects), public-private partnerships
(PPPs) in the regional labour markets have developed, emerging in two
forms: first, partnerships associated with local and regional programmes,
and secondly, those associated with national programmes and serving to
stabilize the national strategy in regional conditions. The central role
of local EOs (and the entrusted local EOs) as principals is typical of
the latter type of PPPs. Their role is to organize independent tenders
announced ad hoc under specific calls for projects, and subsequently to
contract the services providers.

The PPPs later merged with the first type of the ESF projects, called
the Regional Integrated Projects, which are created from the bottom
up through cooperation among local EOs coordinated by the EOs
entrusted with methodological guidance. Due to this spontaneous and
institutionally supported decentralization and networking, the perfor-
mance of PES is characterized by a high degree of decentralization,
even fragmentation. It is often the case that the EOs do not follow the
government policy guidelines given by the ESA, with the centre thus
losing control over implementation of activation programmes and their
outcomes.

Secondly, the formation of the state employment policy and the
labour-market policy is strongly politicized. In such a situation the
ESA faces difficulties in defining any widely acceptable government
policy objectives. Lastly, the incorporation of other private partici-
pants (each having their own specific interests) in the implementation
structure increases an already high dispersal and heterogeneity of deci-
sion making and causes chaos in policy making at the local level,
and misunderstandings in communication between the centre and the
regions/districts. Similarly, the cooperation between state and non-state
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participants does not proceed on the basis of consensus over activation
policy objectives in the labour market.

The fulfilment of the principal role of the EOs in this process of
implementation of activation is an uneasy task. The staff of EOs often
settle for less than completely satisfactory results in cooperation with
external service providers who do not provide better measures/services
(regarding their scope and quality) than the EOs, although the cost of
the outsourced services is considerably higher. At the same time, they
emphasize the limited capacity of local EOs to coordinate and control
implementation of activation by private agencies and NGOs, as well as
the poor communication with the responsible coordination units for the
ESF projects at the entrusted EOs (Winkler et al., 2005; Winkler, 2009).

On the other hand, innovative bottom-up initiatives and coopera-
tion sometimes emerge to substitute national programmes, the capacity
of which appears insufficient to solve local problems. These are usu-
ally ad hoc regional networks of actors with a principal role played by
the local EO. Subjects involved in such networks have a strong social
capital (trust, in the first place) built during cooperation on projects
at the regional level. Their cooperation is associated with the possibil-
ity of identifying a common regional interest that inspires joint action
by different subjects. Cooperation among EOs and municipalities on
public works projects in underdeveloped regions (border regions, inner
peripheries) is one example. Existing research shows a high degree of
satisfaction of the participants in such cooperation with their ability to
find a common platform. This finding is even more relevant as the par-
ticipants report that controversies were more common ten years earlier —
when they started cooperation on these projects (Winkler, 2009).

Marketization

Operation of private employment agencies has been possible in the
Czech Republic since the early 1990s. Employment Offices have also
contracted out retraining programmes to educational institutions,
including private ones. In addition, the new Employment Act (2004)
made agency employment possible, and subsequently the number of
private actors increased rapidly. Their activities further expanded as
a result of the ESF projects enabling EOs to subcontract a range of
various activities, such as job mediation, individual diagnostics, coun-
selling, vocational training, job placement of vulnerable groups of the
unemployed, and individual assistance. The ESA as a central body has
been outsourcing activities such as analytical and conceptual work,
special educational programmes for PES staff, marketing, tenders and
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so on. The range and scope of activities being outsourced has increased
dramatically.

There are two kinds of the ESF project schemes: (1) ‘national’ projects,
where the entrusted EOs play the role of project coordinator and services
purchaser, and private and public agencies as well as NGOs as services
providers; and (2) ‘individual grant’ projects, where the entrusted EQs
take on the role of tender managers, and private and public agencies
and NGOs act as project coordinators and may purchase those services
that they are unable to provide by themselves from other providers.
Between 2004 and 2008 there occurred a marked increase in the num-
bers of non-governmental (profit and non-profit-making) organizations
providing educational, counselling and mediation services in the labour
market. Strong, long-standing agencies operating in this market have
gained a dominant position in several economically significant regions.
This is well documented in the attitudes of EOs’ managers who eval-
uate best those agencies with which they have cooperated for a long
time (Winkler and Zelenkova, 2010). Surprisingly, such a development
has not caused any increase in competition between service providers.
The given circumstances prevent the emergence of competition. Accord-
ing to EOs’ staff (interviews led by the authors), the established leading
agencies misuse their market position by working together in order to
divide the market amongst themselves and do not allow competition
to develop with other educational and mediating agencies. In the case
of the ESF projects, the performance of service providers is supervised
by PES on the basis of obligatory financial and output indicators. How-
ever, these output indicators seem to be rather soft and vague and thus
do provide the services providers with a lot of space for manoeuvre
(see below). For example, indicators of quality are missing from evalua-
tions of programmes provided to vulnerable groups of the unemployed.
Similarly, the selection criteria for evaluating project proposals do not
include indicators of quality.

Failed attempts at new public management and lack
of coordination

The Czech Republic has witnessed two processes in connection with new
methods of governance since 2004.

First, an attempt to move towards a management-by-objectives
approach in ALMP has taken place, as expressed in the continued speci-
fication of the NAPE guidelines and targets. In 2004, the ESA formulated
‘A plan of institutional, merit and time-related preconditions for the
realization of the NAPE measures in 2005-2006. This plan introduced
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quantified targets: it specified the number of Individual Action Plans
to be realized (for both young and long-term unemployed people) and
the number of long-term unemployed and other disadvantaged people
qualified to participate in the ALMP measures. Additionally, since 2005
PES have obliged EOs to meet certain quantified targets in the form
of ALMP targeting, and have also specified the targets concerning the
application of selected tools (vocational training and work rehabilita-
tion for disabled people). However, the targets set for 2006 and 2007
lacked ambition, since the required proportion of participants from the
target groups did not reach their designated proportion in the unem-
ployment stock: for example, participation of 30 per cent of people
unemployed for more than six months in ALMP measures was required
(while there were twice as many of those in the registers), as well as
20 per cent of unemployed people above 50 years of age (30 per cent
in the registers) and 25 per cent of unemployed people under the age
of 25 years of age (which slightly exceeded their proportion among the
unemployed). So it comes as no surprise that these goals had already
been fulfilled at the majority of the EOs. Another issue is that EOs
have never been evaluated with regard to the achievement of the set
objectives (see MPSV, 2008). We can characterize these developments as
unfinished, incremental reforms of the governance of activation. The
intended shift towards the managerial approach has not, as yet, signifi-
cantly affected the prevailing bureaucratic-administrative style of policy
making, given the weak conceptual and control capacity of the centre:
consequently, the set goals have been neither ambitious nor strictly
required and evaluated.

Secondly, the ESF projects also induced organizational changes within
PES. In a relatively short time a plural implementation structure was cre-
ated. The administrative agenda of the ESF schemes was handed over
to the newly established ministry sections. A multi-track administra-
tion emerged, one track being the ‘ESF line’ and another being the
‘national ALMP line’, with little coordination between them. This lack
of coordination is apparent in particular at the level of local EOs that are
responsible for the ‘national’ ALMP measures and are also involved in
the roles of tender managers, purchasers or project coordinators in the
ESF projects.

The current stage of development of Czech activation policy and its
governance is seen as a result of historically developed national rules
and routine procedures: a low level of internal feedback/self-reflection
and an inability of the system of employment policy to reform itself on
the one hand, and the influence of the European Employment Strategy,
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mostly implemented by means of the Open Method of Coordination
(OMC), as well as programming and funding from the ESF, on the other
hand. Owing to mutual interaction of the factors mentioned above, the
present governance system shows a number of deficiencies and com-
promises (institutional and organizational gaps) that may affect the
efficiency of Czech activation and labour market policy (March, 1999).
Given this situation, the central authorities have attempted to reform
this malfunctioning system, although they prefer bureaucratic methods
to a formal centralization of powers.

The emerging mode of governance

Considine (2001) distinguished between procedural, market, corpo-
rate and network types of governance. Activation processes in practice
always includes a mixture of various procedures and means of organiz-
ing activation policy represented by these models (see Chapter 1). The
modes of governance are rather the ideal type, that is, tools enabling
empirical measurement and descriptions. Hence it is no surprise that
the current Czech mode of activation policies delivery has hardly been
converging towards any of the ideal types. It is not fully compliant with
the rules of either the market or corporate governance mode, since the
ESA has not been successful in coordinating employment services by
using operationalized objectives. In addition, as yet there exists no com-
petitive market of non-state services, and rational client demand for
such services is still lacking. Neither is the mode of coordination close
to the rules of network governance, which would be underpinned by
mutual dialogue among the various interested parties (entrepreneurs,
regional political representatives, employees and jobseekers, and others)
and by the citizens’ and service providers’ trust of the coordinative role
of the state — for example, in the case of cross-sectional partnerships.
Such a role of the principle is not appropriately fulfilled by PES. Finally,
the current situation is far from the procedural governance mode where
providers of PES perform under a hierarchical control by the policy
makers.

We assess Czech governance of activation as a hybrid mode, posi-
tioned somewhere between the procedural mode (which is strongly
embedded due to path dependency, but is characterized by the insuf-
ficient managerial and implementation capacity of the ESA, and there-
fore spontaneously decentralized) and the market mode of governance
(based on widespread contractualization and outsourcing, and charac-
terized by weak regulation of the market and a lack of incentives - vague
contracts are typical). This mode of governance is, however, enriched



184 Governance of Activation Policies in the Czech Republic

with fragmented, unfinished and inconsistent innovations evoked pri-
marily by external stimuli after the accession to the EU (the Europ'ean
Employment Strategy (EES) and ESF projects). It is also Char.acte.rlized
by a low level of professional capacity, a strong influence of political
actors on the process of policy making, and a high degree of decentra}-
ization in real policy making/implementation. Considering this specific

institutional set-up of activation policy, the question follows as to how
effective activation policies can be.

The effects of the governance of activation

It is difficult to assess the effects of the governance changes in the
case of the Czech Republic. First, hardly any governance reforms were
implemented from the top down, except for new activation mea-
sures such as Individual Action Plans, increased benefit conditionality,
making-work-pay measures and an increased scope for ALMP measures.
In spite of this lack of top-down reforms, spontaneous processes of
marketization/privatization and decentralization emerged, in particular
in connection with the spread of the ESF schemes/projects.

The absence of top-down governance reforms hampered effective
implementation of activation measures. Nevertheless, we observed that
the spontaneous reforms from the bottom (local level) up enabled,
to some extent, implementation of activation policies at the local
level. Although they could not effectively countervail all the gover-
nance deficits, they have facilitated timely implementation of the ESF
projects.

High expectations were associated with the implementation of mea-
sures under the ESF, concerning an increased scope of activation mea-
sures and greater involvement of the vulnerable groups (Hordkova et al.,
2010). More individualized treatment and more intensive job search
facilities were expected from the IADs. For these reasons we will attempt
to compare here the effects of the new measures financed through the
ESF and IAPs (where the spontaneous changes of governance such as
privatization/marketization and decentralization were most significant)
with the other (traditional, national) ALMP measures. We are interested
to discover whether and how the spontaneous changes of governance
enable more effective implementation of activation — where these are
more strongly associated with the newly implemented ESF projects
rather than with the old ALMP measures.

In line with the classification of the effects of governance of acti-
vation policies as outlined in Chapter 1, we will focus here on the
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outcomes (in our case, indicated by the indirect measure of employment
effects) and the outputs of activation measures (in our case, the scope
and targeting of the policies/measures and their content), and finally on
procedural effects (the degree of individualization of activation).

Outcomes: employment effects of activation measures

Using administrative data, measurement was made of how often the
participants in ALMPs and the ESF projects appeared in the registers
during the 12 months following completion of their participation in
the national ALMP and ESF projects in 2006 (that is, an indirect mea-
sure of the employment effect) (Kulhavy and Sirovatka, 2008). We found
evidence that there were differences in the employment effects of var-
ious national ALMP programmes: in the case of training and public
jobs the occurrence of unemployment immediately after participation
in the programme was over 60 per cent, dropping to approximately
30 per cent after 12 months. The participants in more selective and
less scaled national measures of job creation in the private sector exhib-
ited lower rates of unemployment when compared with the participants
in training activities and public jobs (only about 10 per cent of the
former appear in the registers shortly after completion of the pro-
gramme, and also after 12 months), and even lower rates in the case
of self-employment support schemes.

As regards the employment effects of the ESF measures, these were
apparently better than those of the national requalification programmes
in 2007 (after 12 months only about 10 per cent of the participants
appear in the registers). These encouraging results, however, show only
gross employment effects and include a considerable dead weight,
mainly due to creaming-off effects. The findings indicate higher employ-
ment effects for the ESF projects when compared with labour-market
training and public works under national ALMPs. Nevertheless, analy-
sis of the implemented measures one year later, in 2007 (Hora et al,
2009), documented a converging trend in effectiveness: after 12 months
27 per cent of the participants in the ESF measures were on the registers,
as compared with 25 per cent in national requalification programmes
and only 16 per cent in the national public works programme. The
decreasing relative effectiveness of the ESF measures and the increas-
ing effectiveness of national ALMP measures are due to the increasing
scope of the ESF measures (see below), which have reduced creaming-off
in selecting participants for these measures. To summarize, it seems that
the new ESF measures only temporarily improved the placement effects,
which lasted only until the scope of these measures was increased.
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The outputs: the scope, creaming-off/targeting and the contents
of activation measures

The scope

Basically, labour-market measures are among the least developed types
of public policies in the Czech Republic. The expenditure on these mea-
sures amounted to only about 0.12 per cent of GDP in recent years,
which is five or even seven times less than in countries with a compara-
ble unemployment rate (see OECD, 2007). Nevertheless, since 2004 the
ESF has made it possible to finance specific projects of ALMP. This simple
fact has brought new resources and more opportunities for participation
that have been used by actors from both the profit and non-profit sectors
(as services providers, see above).

Thanks to financing from the ESF, the scope of ALMP increased, with
the proportion of active labour-market participants in the unemploy-
ment stock rising from 19 per cent to 39 per cent between 2005 and
2007. In 2008, the absolute number of participants in ALMP mea-
sures (85,000) dropped below the levels of 2006 and 2007 (141,000
and 137,000, respectively), and the proportion of active labour-market
participants in the unemployment stock was 24 per cent, with partic-
ipants in the ESF projects representing 50 per cent of all participants.
Data from 2009 show that the scope of ALMPs had not increased much
in spite of the crisis (102,000 participants, although unemployment
increased from 352,000 to 539,000); the share of all labour-market mea-
sures participants in the unemployment stock was only 19 per cent,
with two-thirds of these being financed through the ESF projects (MPSV,
2010).

With regard to the last five years, the ESF measures have clearly
replaced a substantial part of previously extant national ALMP mea-
sures without any added value in terms of the scope of measures. This
must be attributed primarily to a lack of managerial capacity at the EOs
in administering an increased number of ALMP measures, even where
these are being outsourced to other agents. The government shows no
commitment to changing the situation, since it does not consider the
modest scope of ALMPs to be a policy deficit. Instead, it prefers to
improve incentives to work (see NRP, 2005, 2008) and continues its
restrictive staffing policy.

Targeting

It is interesting to note that during the development of activation
policies no positive change has appeared in relation to targeting and
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eliminating the creaming-off effects. The national ALMPs have been
analysed (Kulhavy and Sirovatka, 2008; Hora et al., 2009) as being some-
what biased towards selection of those unemployed people at lower risk
of exclusion (that is, unemployed persons with an intermediate-higher
level of education are more likely to participate in some kind of ALMP
than those with only elementary education, even though the unem-
ployment risks are reversed between the two groups). The reason for
this is that the EOs select those unemployed people whom they expect
to represent the least demanding workload. For example, while in 2007
around 32 per cent of the registered unemployed were people with only
basic education and 31 per cent were over 50 years, their proportion
among requalification/training participants represented 15 per cent and
17 per cent, respectively (Kulhavy and Sirovatka, 2008).

Although the implementation of the ESF projects is based on man-
agement by indicators and objectives, which should improve targeting
of the unemployed at higher risk of unemployment (in the Czech case,
these are poorly educated, the disabled, the unemployed over 50 years
of age and the long-term unemployed), the creaming-off effects are
most evident in the programmes of vocational training for the unem-
ployed with basic education, the unemployed over 50 years of age and
the unemployed with (partial) invalidity, who are under-represented
both in the national ALMP measures and in the ESF projects (Kulhavy
and Sirovatka, 2008; Hora et al., 2009). For example, a logistic regres-
sion analysis shows that in 2007 the probability of participation in
the national ALMP measures was twice as high for those having com-
pleted secondary education when compared with those with only a
basic/elementary education. In the case of requalification/training it was
three times as high, while in the case of the ESF programmes it was 2.3
times as high. The other above-mentioned target groups are also some-
what under-represented, in both the national ALMP measures and the
ESF schemes.

We can see, when looking at the actual specifications of the tar-
get groups in the ESF projects, that these definitions are often rather
broad, allowing easy selection between or within groups (the latter not
being apparent in data, but still representing a typical strategy to cir-
cumvent the demands set by the conditions of the ESF projects), in
favour of the better-equipped unemployed. In this creaming-off process,
a crucial role is played by specific employers (for whom the une‘m-
ployed are typically being retrained) and their negotiations concem.mg
the final selection of participants with the private agencies (services
providers). Despite all this, targeting is still slightly better under the ESF
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programmes in comparison with the national schemes, due to the intro-
duction of management by indicators. Even though the target groups
are rather broadly/generally defined and the target indicators within
the ESF projects are rather soft, the objectives to be achieved are still
somewhat more explicit and more binding than those that regulate the
targeting of measures of the national ALMP.

Contents of activation

The content of activation policies has, to a large degree, been influenced
by the institutional framework and governance of the policies. As we
have already explained, the institutional framework has not been open
to much innovation, especially in terms of more demanding forms of
activation and labour-market policies like vocational training and indi-
vidual counselling. The Employment Act from 2004 and the National
Reform Programme 2005-8 showed a strong preference for measures
improving work incentives, both positive incentives (such as improve-
ments in the minimum wage and tax bonuses, back-to-work benefits
and in-work benefits/tax credits) and — especially since 2006 - nega-
tive incentives (such as a delayed revaluation of the living minimum,
implementation of the existence minimum — set at a lower level than
the living minimum), with the latter being provided to the unemployed
assessed as passive or non-cooperative, and since 2009 to all social assis-
tance claimants who (after six months) do not participate in public
service jobs. Furthermore, greater conditionality of benefit entitlements,
a stricter definition of suitable job and, finally, to some extent individ-
ual casework with the unemployed are principally aimed at increasing
the administrative pressures on the unemployed.

Procedural effects

The lack of top-down governance reforms and the deficits in institu-
tional capacity imply a rather narrow approach to activation. Individual
action plans, which represented a policy innovation, have not been
effectively implemented. In most countries, the process of individu-
alizing services is a significant feature of the current governance of
activation. Individualization is associated with voice being given to
the unemployed (their voice is strong when they have rights in terms
of co-determining the content of their individual contract and when
they are provided with a choice of instruments/providers, for exam-
ple in the form of vouchers). Such empowering forms have not been
used in the Czech Republic. Since individual contracts, which had been
strongly recommended in guideline 1 of the EES (prevention and early
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activation), appeared to the ESA to be a convenient and inexpensive
instrument for eliminating passivity and benefit dependency or abuse,
they succeeded in embedding this instrument in the new Employment
Act No. 435 from September 2004, thus obliging EOs to offer the IAP
to every unemployed person under 25 years after a certain period of
unemployment (participation was voluntary). While the original inten-
tion was to invite large numbers of the unemployed to participate
in IAPs, EOs in locations with high unemployment, where this goal
was beyond the capacity of available staff, immediately deviated from
this target. Not only did the planned impacts of the programme not
materialize due to the limited numbers of participants who agreed to
contract the IAP, but also a formal approach in most EOs narrowed
the measure to a mere signing of the contract and a rather standard
job-mediation process, while simultaneously focusing the IAPs on more
cooperative (more motivated) clients. While the National Reform Pro-
gramme 2005-8 promised 25,000 individual contracts to be concluded
in 2006, the realized number was only 7000 (MPSV, 2008).

Nevertheless, since 2009, the centre-right government has established
IAPs as obligatory for all unemployed people after five months of unem-
ployment, in spite of the lack of personnel capacity at EOs. Thus the IAPs
have largely become a formal step, possibly increasing the administra-
tive pressure on the unemployed. Since the start of 2009 the ESA has
been negotiating with the government regarding the possible cancel-
lation of the IAP as an obligatory measure, on the grounds of increased
numbers of unemployed and the lack of capacity for this task (this state-
ment is based on the authors’ interview with a representative of the
ESA). These ambiguous effects have resulted from the development of
the IAPs: at present, IAPs are understood to be a specific tool of enforce-
ment policy and as stimulation for the unemployed to become active
in the labour market (Sirovatka et al., 2007). This basic activation tool is
simply a contract that exerts a specific form of pressure on the applicant:
breaking the contract may be a reason for removal of the individual from
the register of unemployed people and for withdrawal of unemployment
benefits.

There are also other reasons for ineffectiveness in terms of indi\fid-
ual treatment. Privatization and outsourcing of employment services
creates an expectation of a more individual approach and a higher
quality of service provision due to the expected increase in interest
to satisfy individual demands under conditions of competitior.l among
various service providers. However, studies from other couptrles Sll.OW
that implementation of purely quasi-market relationships (formulation
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of impersonal supply and demand, contracting services) as the decisive
coordination mechanism is not a sufficient precondition for improv-
ing the quality of public services. Competition among providers under
approximately identical conditions is not the only important factor
(Hood, 1991) - services providers’ responsibility is also significant
(Goodin, 2003). Some authors emphasize the necessity of the coex-
istence of various coordinative mechanisms in order that services
improve. According to Gray and Jenkins (2007), in the case of edu-
cational services, for instance, the combination of a strictly defined
legislative framework, privatization and the contracting of services from
private agencies, as well as the development of professional communi-
ties, are all essential.

In the case of the Czech activation policy, the contracting-out of ser-
vices has so far been accompanied by neither fair competition among
service providers nor the development of professional education and the
formation of professional communities as a coordinative mechanism for
cross-sector collaboration. The present state of unfinished privatization
(which lacks the principles of fair competition) and the ungoverned
level of professionalism in human resources reduce any effort at indi-
vidualization of services to a rather formal contract concluded between
clients, service providers and the state. To summarize, the governance
of activation has not brought any significant procedural effects.

With regard to the overall effects, it seems that insufficient personnel
resources, low professional competence (implying a rather procedural
governance in the implementation phase of activation), unfinished and
inconsistent innovations, as well as mostly instrumental forms of coop-
eration between PES on the one hand and employers and NGOs on the
other, have made it possible to use the ESF resources without paying
attention to the establishment of an adequate governance framework.
This has now led to a situation where governance changes have only
unimportant and ambiguous effects on activation.

Conclusions: the role of governance and implementation
conditions

We have shown that in the Czech Republic the governance of activation
policies is traditionally a weak element of public policy making charac-
terized by deficits in the management of activation, unfinished reforms,
spontaneously emerging mechanisms and informal support networks
filling the gaps in governance, and a neglected system of PES in terms of
their managerial and personnel capacity.
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In 2004, external factors of a governance change gained more strength
with the country’s accession to the EU: the programming of the ESF
projects associated with new formal procedures in governance, an
increase in resources available for activation measures and the trans-
mission of new ideas from the EES conveyed through the NAPE.
Nevertheless, no important top-down governance reforms have been
implemented despite the fact that the focus on activation has increased.
In these circumstances, the policy makers deliberately focus largely on
simple measures of activation that do not require a very advanced coor-
dination of policies: these are typically work incentives implemented
into the benefit schemes. The introduction of the ESF projects into
activation policy has brought some change: at least an initial exten-
sion of the scope of active labour-market measures, marketization and
outsourcing, and a pluralization of actors.

The coordination and managerial capacity of the centre is still weak:
coordination by objectives and performance measures at the national
and local levels as well as the rules set to govern the involvement of
other actors are insufficient in terms of promotion of the strategic objec-
tives of the centre or EOs, such as better targeting (at specific groups)
and better quality of certain aspects of measures. Similarly, the imple-
mentation capacity of EOs needed to meet more demanding tasks, such
as a more individualized and comprehensive service to clients, is also
inadequate.

Consequently, an important factor is the governmental and
managerial deficit concerning the preparation of an institutional envi-
ronment and adaptation of the ESF programmes and facilitating their
implementation in the Czech context. The key government objectives
have been the making of savings in this area and a reduction in public
administration staff. For this reason the ESF project measures have been
aimed simply at substituting the national ALMP measures. At the same
time, some functioning mechanisms of local/regional cooperation have
been weakened since the National Integrated Projects that replaced the
national policies have been prioritized.

Despite the foregoing, the governance of activation policies has
become more complex with the implementation of new measures under
the ESE. This has happened without any institutional reform pursuing
the objective of better coordination, and so the previously existing insti-
tutional constraints have worsened. On the one hand, the spontaneous
adaptation mechanisms of the system of PES make the functioning
of the new and more complex governance structure possible, while
on the other the effectiveness of the ESF projects is not very good in
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several respects. Initially, the ESF projects brought an increased scope
of labour-market policy measures, but this effect did not last due to the
insufficient managerial capacity of the EOs. Besides, the added value of
these measures is doubtful since they have barely improved the target-
ing of activation policies towards vulnerable groups, and are sometimes
associated with increased selection and creaming-off processes during
implementation. The development of effective implementation of acti-
vation measures (with regards to their scope, targeting, contents and
quality) is blocked by a weak coordination capacity, a poorly coordi-
nated process of outsourcing that does not promote competition among
private agencies, and deficient professional competences among PES
staff. Although local actors (directors of EOs) try to respond to some of
these deficits by forming local networks of mutual support, this effort
cannot eliminate the substantial system deficits and the fragmented
governance of the PES.

The spontaneous decentralization evoked by the new challenges rep-
resents a specific feature of the Czech governance of activation, making
it possible to implement the ESF projects and adapt them to the exist-
ing mode of governance. Nevertheless, neither decentralization nor
marketization, which are the key trends, have brought, by themselves

(that is, without effective management by the centre), any significant
effects on activation policies.
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Decentralization and Back to
Centralization: the Swedish Case

Renate Minas

Governing activation in Sweden: features and trends

Labour-market policy reform has a long tradition in Sweden. With
Sweden as a pioneer, Nordic governments introduced active labour-
market policies early in the twentieth century and relied on these to
facilitate structural changes in the economy. A significant feature of
Swedish labour-market policy since then has been extensive state inter-
vention. With the deep economic recession and massive increase in
unemployment in the early 1990s, the conditions for labour-market
policy were, however, fundamentally altered. To counter fears of a long-
term increase in working-age people dependent on benefit payments,
as well as growing costs for social assistance and unemployment com-
pensation, the government introduced a wide array of reforms aimed at
creating and strengthening the link between work and welfare systems.

To understand recent reform processes concerning the governance of
activation policies in Sweden, several specific conditions have to be
taken into account. One is the fact that local government and local
responsibility for welfare provision have a long history, and municipal
self-governance is enshrined in the constitution. Nevertheless, Sweden
is a traditional unitary state where legislative power is held entirely
at the national level, and the constitution also gives parliament the
right to define the municipal scope of authority and to establish the
range of local political influence. In this respect, national government
has the ultimate power to decide how far decentralization should be
carried through (Bergmark and Minas, 2007). In practice, this means
that those parts of the Swedish welfare sector that are administered
by the municipalities are under national government control to vary-
ing degrees. This control is exercised by means of a number of steering
instruments that have a more or less imperative character. The other
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