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ABSTRACT

This paper assesses the role of active labour market policies (ALMPs) as an instrument for
fighting persistent unemployment. An analytical framework is developed to examine the effects of these
policies on a number of economic outcomes, including: - job matching; labour force participation;
competition between labour market insiders and outsiders; displacement, deadweight and substitution in :
the labour market; productivity; and tax effects. While some of the effects converge, others work in

. opposite directions. The paper develops a framework to assess the net effects and examines available

;. empirical research in this perspective. It concludes with a discussion of key design features of ALMPs

* "+ which can help improve the positive labour market effects while limiting the negative effects. The role of -
" different types of ALMPs, compensation levels, targeting, co-ordination with unemployment insurance

and other social programmes are explicitly examined.

RESUME

Ce document évalue le réle des politiques actives du marché du travail en tant qu'instrument de k
lutte contre un chdmage tenace. Un cadre d'analyse y est développé afin d'examiner les effets de ces
politiques sur un -certain nombre de résultats économiques tels que : l'adéquation de T'offre et de la
demande de main-d'oeuvre ; le taux d'activité de la population active ; la concurrence entre ceux qui ont
un emploi et ceux qui en cherchent un ; les suppressions d'emplois, les effets d'inertie et de substitution :
sur le marché du travail ; les effets sur le plan fiscal. Bien que certains effets aillent dans la méme:
direction, d'autres divergent nettement, Le document élabore un cadre qui permet d'évaluer les effets nets ‘
et analyse les études empiriques réalisées dans ce domaine. 11 se termine sur un examen des principales’
caractéristiques des politiques actives qui pourraient améliorer les effets positifs sur le marché du travail
et en limiter les effets négatifs. Le role des divers types de politiques actives du marché du travail, les taux
de remplacement, le choix des groupes-cibles, la coordination entre les régimes d'assurance-chomage et:
d'autres prog"i’ffm‘mes sociaux y sont également examinés. :



ACTIVE LABOUR MARKET POLICY AND UNEMPLOYMENT -- A

FRAMEWORK F HE i In recent years, there has been a growing interest in so-called active labour
. OR THE ANALYSIS OF CRUCIAL DESIGN FEATURES L market policy as a means of fighting the persistent unemployment in Western Europe.
TABLE OF CONTENTS N . | This is casy 10 understand in view of the disillusionment with more aggregate policies:

on the one hand, traditional demand stimulation runs the risk of primarily increasing
inflation with only small effects on employment; on the other hand, supply-side
structural reforms in order to remove various labour market rigidities have either been

difficult to implement or appear to produce results very slowly. In this situation, active &
i labour market policy seems to be regarded by many as the deus ex machina that will *

! N A T ‘ v B provide the solution 1o the uncmployment problcm It is the purpose of this paper 1o try
‘ THE BASIC ANALYTICAL FRAMEWORK , e 1o make a realistic appraisal of this option.
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L DIFFERENT EFFECTS OF ACTIVE LABOUR MARKET POLICIES One problem when analysing active labour market policy is that there are A /“'W’?'

A. Effects on the matching process g X‘ different interpretations of the concept. Here I shall use a narrow definition: measures y/ %
B. Effects on the labour force 4 } targetted to the unemployed with the aim of improving the functioning of the labour -/, )
C. Competition effects for insiders 5 market. Acuve labour market policy will then comprise three basic subcategories: (i) job
D. Deadweight and substitution effects : 6 J/)m wrly k!brakmg ,thh the purpose of making the matching process between vacancies and job
E. Reduced welfarc losses for the unemployed and crowding-out effects 7 rw04| seekers more efficient; (ii) labour market training in order to upgrade and adapt the
F. Productivity effects 7 } skills of job applicants; and (iii) direct job creation, that may take the form of either
G. Work-test effects | 9 ‘f public-sector employment or subsidisation of private-sector work.
;—l' Taxeffects . 10 Another complication is that each type of labour market policy measure may
- General-equilibrium effects on other policies 10 work through several different channels. It is another aim of this paper to try to
1 THE NET structure the various effects with the help of a simple analytical framework and to use
. EFFECT OF ACTIVE LABOUR MARKET PROGRAMMES 11 that to highlight the crucial determinants of policy effectiveness.
A. Existing empirical research 12
B. Problems of interpretation 13 The discussion is organised as follows. Section I presents the basic analytical
; ' ‘ framework. Section II discusses the various types of effects of active labour market
V. CRUCIAL DESIGN FEATURES 13 policy, whereas Section III discusses the possibilities to draw conclusions on the net
A. Compensation levels : 14 effect of active labour market policy from existing empirical knowledge. Section IV
B. The extent of targeting ' 14 focuses.on the importance of various design features. Section V presents some
C. Types of programmes : 16 conclusions.
D. The co-ordination with unemployment insurance and programme duration 19
/.. WHAT CAN WE EXPECT FROM ACTIVE LABOUR MARKET POLICY? 20 1. The basic analytical framework
"ABLES 22
The traditional way of discussing labour market pohcy in macroeconomic
IBLIOGRAPHY - analysis has been as a method of "cheating the Phillips curve”, i.e., o improve the
- inflation-unemployment._trade-off,. -thereby lowering the ethbnum (natural) rate of
OOTNOTES 34 uncmployment (see, e.g., Bally & Tobin (1977) or OECD (1990, 1993:\)) An analysxs

however, tends to become ad hoc in nature, since mc fundamemal determmants of Lhe
~«~?}(/equxlxbnum rate of unemployment are usually left unspecified. } What is rcquxred is
instead an explicit theory of how labour market equilibrium is determined.

This paper will take as its starting point the type of labour market analysis
developed in, e.g., Layard & Nickell (1986), Johnson & Layard (1986) and Layard et al. M
(1991). The basic reasoning is illustrated in Diagram 1. The downward-sloping curve is
an employment schedule relating employment (assumed to be eciual to labour demand)
measured as a proportion of the labour force to the real wage.' The upward-sloping &
curve is 3 wage-seiting schedule, which shows how higher aggregate employment causes
pressure for higher real wages. Such a relationship can be derived from several wage-
selting framcworks monopoly-umon, cfﬁcxency-wage and bargammg rnociv:ls2 One
causmg lay-offs are wcakcncd
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GpeaarRaliVile DRI CIRPIOYIRCHL OF Hic 1dbour forCe 1s incicated by a vertical line. The
- equilibrium values.of employment and the real wape are obtained as the intersection of
the.two curves. (point A).. The amount of involuntary unemployment -- on the part of
individuals -- can be read off as the horisontal distance between the equilibrium: point
and the full-employment line. :

To the above diagram one can -- in the spirit of, e.g., Pissarides (1985, 1990) or
Blanchard & Diamond (1989) -- append the Beveridge curve, which can be interpreted as
a measure of thé effectiveness of ihe inatching process between vacancies and

unemployed. More precisely, the Beveridge curve in Didgram 2 shows the equilibrium

rElanonship between : vacancies and unemployed, along which hirings exactly match
quits, so that employment stays constant. More vacancies will in general be consistent
with lower unemployment, since the extra hirings due to more job vacancies need to be
offset by fewer job matches due to a smaller number of job applicants if employment is
to stay constant.3. In equilibrium, the unemployment rate in Diagram 2 must, of course,
be the one implied by the intersection of the wage-setting and employment schedules in
-Diagram 1.

To analyse active labour market policy, this model set-up has to be slightly
modified.” The réason is the need to distinguish between participation in labour market

R R L e D

" 1o the extent that the qu

Brogr%rp“gs/,éﬁd regular qmg‘ulgxgggnt. For this purposé, the employment and wage-
setting schedules are instead drawn with regular employment (excluding participation in
programmes) on the horisontal axis in Diagram 3.4 Participation in training and job
creation -programmes (as a fraction of the labour force) is measured by the horisontal
distance ry between the full-employment line FE and the vertical line RR, showing the
proportion of the labour force that is not in programmes. (Programme participation may
in principle also include subsidised private-sector jobs that are perfect substitutes for
regular jobs from the point of view of the individual employee). Since the intersection
between the employment and wage-setting schedules at A now determines the rate of
regular employment (as a fraction of the labour force), it follows that the distance u,

between the equilibrivm point and the RR-curve measures open unemployment,>

The Beveridge curve also needs to be modified (see Diagram 4). The horisontal
axis now measures the total number of job searchers without a regular job, i.e., the sum
of openly unemployed and participants in labour market programmes. The vertical axis
indicates vacancies for regular jobs. Two implicit assumptions lie behind this
illustration. The first is that regular job openings can be filled either from the stock of
openly unemployed or from the stock of programme ng_irlicipams.f’ The second is that

the matching process with respect to labour market progra;

the regular jo ket:  the labour market authorities do not usually have to post
vacantics but can directly place unemployed workers in various programmes.

The diagrams can be used to illustrate the various effects of labour market
programmes. Increased placement in training or job creation schemes can be depicted in
Diagram 3 as a leftward shift of the RR-line (programme participation increases by Ar).

-“If othing else were to happen, the effect would simply be to reduce open unemployment
by a corresponding amount (from u, to u). This will be referred to as the gross (or

bookkeeping) effect of such an expansion of programmes, However, to obtain the nef”

effect it-is-obviously necessary to take a number of indifect effects into account. One
must analyse ‘how the incentives for wage setting, regular labour demand and labour

supply are affected. This is done below.

The emphasis will be on how regular employment and the total number of job
searchers without a regular job (the sum of open unemployment and programme

unemployment is reinforced or counteracted by the indirect effects.

3
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participation) is affected. The idea is to capture to what extent the gross impact on open’
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s is much simpler than in -
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11. Different effects of active labour market policies

The analysis will distinguish the following types of effects of active labour
market policies, which can be considered additive to each other: (i) effects on job
matching; (ii) effects on labour-force participation: (iii) effects on competition in the z
labour market; (iv) deadweight losses and substitution effects; (v) displacement effects
via wage setting; (vi) productivity effects; (vii) work-test effects; (viii) general;/
equilibrium tax effects; and (ix) repercussions on other policies.

A. Effects on the matching process

A traditional rationale for active labour market policy has been to facilitate the
matching process in the labour market. This may occur through a number of
mechanisms: (i) mismatch between different sub-markets for labour may be eliminated
fications of job searchers can be better adapted to the structure

of labour demand; (iiy"more active search behaviour on the part of job seekers can_be

in reducing employer uncertainty about the employability of job applicants.

The impact of improved matching is to reduce the number of job searchers for a

an increase of labour demand, ie., a rlgnt}tvg_z}[g“_y*s‘hjvf éq}yc{nploymcrnrt schedule

(Calmfors & Lang (1993)). Moreover, to the extent that posting vacancies and of fering

{ N
high relative wages can be seen as substitutes for each other in the hiring process of the -

individual firm, an increased matching effectiveness weakens the incentives for
individual employers to attract labour by pushing up wages. This tends to shift the
age-setting | nwards (Johnson & Layard (1986)). As can be seéii;"both
ular employment (from A 1o B), although

the real-wage effect is ambiguous.?”

One should expect intensified placement services that help increase the search
effectiveness of job seekers to have unambiguously positive effects on the Beveridge
curve in Diagram 4. With placement in training or job creation_schemes, there are,
however, also effects working in_the opposile directiqn, since search intensity is likely to
be reduced during the period of actual programme participation. Edin (1989), Holmlund
(1990), and Edin & Holmiund (1997) have ‘shown how participants in Swedish relief
work schemes appear to search no more intensively than the regularly employed, and
that the re-employment chances for those still participating in programmes appear lower
than for the openly unemployed. P :

To get the net effect on job matching, one obviously has to subtract negative

_locking-in effects on individual! search behaviour during programme participation from
~ the potentially positive treatment effects once programmes have been completed. One

must also take into account that the prospect of being placed in a programme may reduce
search effectiveness already before placement. This risk is greater, the more attractive
are the programmes offered. It will not be captured by microeconomic evaluation
studies comparing re-employment probabilities of the openly unemployed and earlier
bYOgraxnmc participants: on the contrary, these may show large difft;renccs prccigely ’

because of such ex ante effects on search behavipur, J i



On the whole, micro, studies of how the job chances of specific target groups
have been affected by various labour market measures provide little information on the
overall effects on job matching, since improved opportunities for one catlegory may have
been bought at the expense of others.” Nor are mast of the -available Beveridge-curve
studies at the macro level very helpful. The reason is that they have usually focused on

- the relationship between open unemployment and vacancies (e.g., Jackman et al. (1990),
Bourdet & Persson (1990), Layard ef al. (1991), OECD (1992, 1993a), and Lehmann
(1993)). It is not surprising that one finds an inward shift of the open unecmployment-
vacancy relationship, as depicted in Diagram 2, when active labour market programmes
involving participation during extended periods are cxpanded: even with a zero effect
on maiching probabilitics, this relationship would shift simply because of the
arithmetical reduction of open unemployment when programme participation is
increased (the shift from curve-1to Il in Diagram 2). This is why the Beveridge curve
has been drawn here as the relationship between the total number of job seekers without
a regular job (the sum of openly unemployed and participants in programmes) and
vacancies, in which case an inward shift will only reflect an increased effectivencss of
the matching process (the shift from curve I 1o Il in Diagram 4).5'6

In the Swedish case, there is some -- but unfortunately :i:onﬂicling - evidence on
how the total Beveridge curve in Diagram 4 has been related to active programmes. On
the one hand, Bourdet & Persson (1993) find that there has been no trendwise outward
shift of this curve in Sweden, in contrast to other countries, such as France, which have
placed less emphasis on active labour market measures. On the other hand, the
estimations in both Jackman et al. (1990) and Calmfors (1993a) fail to disclose any time-
series relationship between the variations of programmes and the movements of the total
Beveridge curve.” Some further indirect evidence is provided by McCormick &
Skedinger (1991), who find that more programme placements in an individual region

appear 1o increase open unemployment, which they interpret as the consequence of a
weakening of incentives for labour mobility.

B. Effects on the labour force

i

1 One of the negative effects of unemployment, especially when it is of long
| duration, is that labour supply tends to be reduced. Discouraged workers who do not
| find jobs will tend to leave the labour force. The risk of such negative supply. effects

appears greatest for elderly workers, especially when early retirement is used as a °

method of solving the Jabour market problems of this group, as has been the case in, e.g.,
Belgium, France, the Netherlands and the Nordic countries. In addition, prospective
cntrants may not enter the labour force in situations of high unemployment. '

This reasoning points to another possible channel of influence of active labour
market policy, namely to maintain labour force participation. There have not been many
quantitative studies of this link, but one example has been provided by Wadensjé (1993)
in the case of Sweden. The qualitative effects are, however, casy 1o outline.

The Jarger is the labour force, the lower is the proportion of it that is regularly
employed at cach wage level (since each wage is associated with a given number of
cmployed persons). Hence a positive.labour-supply cffect of labour market programmes
means a ceteris paribus shift 1o the left of the employment schedule in Diagram 5. The
higher supply of Iabour relative 10 demand means more competition for the available
jobs, which puts downward pressure on wages. A new equilibrium tends to be
eslablished at C. AS can be SEem, Uie Jabour-market situation deférioraies in the sense
that a lower proportion of the labour force is now regularly employed, and hence a
larger proportion is cither openly unemployed or participating in programmt:s.10 But

situation has improved in the sense that a larger proportion of the populatior.l is regularly
employed. This illustrates the importance of distinguishing between dxfferen; goal
variables when analysing labour market programmes. .

C. Competition effects for insiders

The labour-force effect discussed above does not presuppose that labour-market
programmes are targeted on outsiders in the labour market, such as ‘the long-tc_rm
unemployed or other marginal groups (young people, women not previously seeking
work, immigrants etc.): in principle, programmes for the shprt-lerm uncmpl_oyed may
also help counteract the tendency to lower labour supply, since the pace with which

‘these are turned into long-term unemplbycd with larger risks of demotivation is slowed

H
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down (Calmfors & Lang (1993)). Programmes targeting outsic{ers shpu'ld, powcvcr, be
expected to be more effective in promoting labour-force participation. Such
programmes may also increase the competitiveness of outsiders relative to insiders and
therefore have wage-reducing competition effects in addition"to the aggregate labour-
supply effect analysed above, as Hqs been emphasised by, e.gs L'ayard (}986, 1989,
1990), Layard et al. (1991) and Calmfors & Lang (1993). This is explained by the
hypothesis that insiders -- in this context the employed and the short-term unemployed --
exert a dominating on wage sciting (Gottfries & Horn (1986?, Blanch.ard &
Summers (1986), Lindbeck & Snower (1988), Nickell (1990)). An increase in the
compelitiveness of outsiders may occu&;ﬂu'ough’ several channels: by increasing ,_thexr
productivity, by substituting labour matKet programmes for rcglflar work experience
when employers screen job applicants, or by encouraging more gcuve search behavxo_g;z
The competition effect, can be illustrated as a_downward shift of the wage-setting

e equilibrium to D with lower wages

schedule in Diagram 5.11 This tends to move ith
and higher regular cmploymcnt.ﬁj

In principle, all forms of active labour market pol‘icy may contributef to a
on.of emplo opportunity. As has been found ina number of §tud1e§ for
e.g. ain, France, jetheriands, Sweden and the United States, intensified
/‘counselﬁ'ng and encouragement of active search behaviour for the long-t‘crm unc.mploycd
lor other disadvantaged groups appear to have significant effects on job finding rali::s)‘
‘x(BjﬁrkJund (1990), Haveman & Hollister (1991), OECD (1993a,b), Lehmann (1993))..
In fz'xéf,:bﬁé‘rrﬁght expect such job search assistance to produce the fastest results with

... respect to competition effectsy” training programmes and temporary job creation will not

" have an cffect until the participants leave the programmeqz}and while in programmes, the

participants may even compete less vigorously for regular jc_>bs, as discussgd in Section
ILA. On the other hand, successful training and job creation schemes mxgh.t produce
more sustained competition effects if they have permanent effects on .lh.c skills of .Lhe
participants. Placement in job creation schemes or programmes giving on-the-job
training may also prove necessary to gvercome cmplo_ycr rc'luctance to h.xfmg long-terxrf
unemployed because of uncertainty abont the job applicants work capability (Meager &
Metcalf (1987), Colbjgrnsen et al. (1992)). i
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D Deadweight and substitution effects

- So-called deadweight losses and substitution effects have received substantial
-attention: in-the literature (e.g., Haveman & Hollister (1991), Layard er al. (1991),
Bjorklund & Holmlund (1991) and OECD (1993a)). These apply mainly to job creation

schemes. The deadweight loss is defined as the hirings from the target group that would I
have occurred in the absence of the programme. The substitution effect is defined as the,

extent to:.which jobs created for a-certain category of workers simply rcplace jobs for
other categories, because relauve wage costs are changed. .

~The dcadwexght and subsmuuon effects of job creation programmes can be
illustrated by a leftward shift of the employment schedule in Dzagram 5, which will tend
to ‘reduce regular~employment and counteract the fall-in open unemployment (the
equilibrium tends to move from A to C in this case as well). Such effects are likely to be
most-important in the case of subsidies for private-sector work, which are common in
many ‘countries for young people and long-term unemployed. Similar effects may,
however, also occur with public-sector job creation schemes: since these usually are

_,orgamsed at Tower levels of government, there is a risk that they hold back ordinary job

creation in order to be able to take advantage of schemes financed by the central
oovernman%f iscal displacement). In order to minimise this danger, a principle of.
ladditionality fis often imposed on pubhc work programmes: they are designed to be of
such a character that they would not otherwise have been undertaken (Grubb (1993)).

Available empirical evidence indicates that deadweight and substitution effects

may indeed be substantial. Studies of subsidisation of private-sector work in Australia

" (Department of Employment, Education and Training (1989)), Ireland (Breen & Halpin

(1989)), and the Netherlands (de Koning ef al., (1992)) all point to combined deadweight
and substitution offsets of the order of 70-90 percent of the gross number of jobs
created. For Sweden, Vlachos (1985) found that the majority of new hirings benefiting
from a recruitment subsidy would have been made anyway, whereas subsidies in order to
prevent lay-offs achieved a net impact of around 40 percent under the assumption that
wage setting was not affected (see Section ILE below).

The evidence on fiscal displacement effects in the case of public-sector job
creation is more mixed. For the Netherlands, de Munnik (1992) found only small
effects in a programme offering permanent municipal work to the long-term
unemployed. For Finland (Erikssoni(1993) and Germany (Bellmann & Lehmann (1990)),
public-sector job creation was found to increase the flow out of unemployment. In
contrast, Jackman and Lehmann (1990) found no significant impact on the flows out of |
unemployment from the British Community Programme. For Sweden, a recent study by |
- Ohlsson (1993) comes up with similar results. _During their.first_quarter, public-sector
relief works are estimated to have a net impact of around hal; effect, but.in
subsequent quarters no_significant effects on_open unemployment can be found.
(Ificidentally, a similar result is obtained for labour market training). ‘The conclusions in
Gramlich & Ysander (1979) and Forslund & Krueger (1993) are more ambiguous. For
road building, Gramlich & Ysander find the regular work force to be reduced by more
than the increase in the number of relief workers, whereas Forslund & Krueger estimate

employment in job creation schemes in the building sector In contrast there is not
much evidence for such displacement effects in the health and welfare sector in the two

studies. - One ‘can only speculate about the reasons for these Sec' ral differences.

Gramlich- & Ysander suggest that there are more complementanue the health™and”
welfare sector (relief workers cannot substitute for the ordinary personnel). Another
possible explanation is differences in the budget process: the decisions in the
municipalities to apply for relief-work grants in the case of large building projects may

5
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often be taken at the same central level as where the overall budget allocations are made.
In contrast, the decisions to use relief workers may be taken at more decentralised levels,
and with fixed budgets, in the health and welfare sector.

E. Reduced welfare losses for the une‘m‘ployed and crowding-out effects

- An Explicit aim of active labour market policy is to reduce the welfare loss from
being out of work. The pursuit of this aim may, however, give rise also to undesirable
side effects, because insider wage demands are accommodated, as has been stressed in’

‘the"Seandinavian discussion of these policies (see Calmfors and Forslund (1990,-1991),

Calmfors and Nymoen (1990) or Holmlund (1990), but also Corneilleau er al. (1990)).
“The reason is that most wage-setting models postulate a negative relauonslup between
the welfare reduction from a job loss and the wage level. This is the ¢ase in union and
bargaining models, where unions are assumed 10 trade off the welfare gains from higher
wages for the employed members against the welfare losses for those members that are
laid off (see, e.g., McDonald and Solow (1981), Oswald (1986) or Layard et al. (1991)).
It is also the case in efﬁcncncy -wage models, where employers have 1o pay more to
induce effort on the part 10f the employecs as well as to recruit and prevent quitting when
the welfare for a job searcher is higher (Shapiro and Stiglitz (1985) Johnson and Layard
(1986)).

There are several reasons why participation in job creation or training schemes
may reduce the welfare loss of the unemployed. One is that a labour market programme
may offer higher compensation than unemployment benefits.. If so, an expansion of
labour market programmes will have effects similar to a rise of the unemployment
beneﬁt (Calmfors and Forslund (1990 19915, Calmfors and ‘Nymoen (1990)). But the
welfare losses from unemployment may-also be reduced to the extent that programme

- participation decreases_the risks of future “unemployability” or unfavourable wage

developments due to present unemployment spells (Calmfors and Lang (1993), Calmfors

'(1993a)). Unfortunately, these desired effects of labour market programmes always

involve the risk-of weakening incentives for wage restraint. - In Diagram 5, this is
illustrated as an upward shift of the wage-setting schedule, which works in the direction
.’,!SAQEFE,&HIH_EER[QY!P?“‘ (tending to move the equilibrium from A to E).

The effect discussed here thus means that active labour market programmes may
crowd out regular employment., It can be seen as a generalisation of the so-called
pla ffect, ‘i.e., the possible reduction of jobs elsewhere in the economy
f c s, which has been discussed especially .in
connection With private sector (see, e.g., Haveman and Hollister
(1991, Layard et al. (1991) or OECD (1993a)). Here the correspondence would be the
case when participation in a labour market programme is regarded as a perfect substitute
for regular work. Then the wage increase from the upward shift of the wage-setting
schedule in Diagram 5 would be exactly'the same as would have occurred if the
Cmployment schedule had been shifted to the right by the amount of jobs created through
subsidisation.

F. Producuvuy et‘fects

A common argument, dating back to Ph 982), is that unemployment may
have negative producnw!y eﬁecrs because the unities to acquire human capital
through on‘the-job training are- lost and working habits deterioraie. The recent debate
has stressed this risk, especially for the long-term unemployed (see, e.g., Layard er al.
(1991), Pissarides (1992) or Bean (1992)) Another possible effect of active labour
markct programmes 1s 1o counteract these tendencies.  To raise or maintain the




productivity of the unemployed is, of course, the explicit aim of labour market training,
but job creation schemes may serve the same end via on-the-job training. '

Usually, it is just taken for granted that Lraxmngby raising . the marginal

productivity of programme participarits, contributes to -higher employment. If one, as a
first .approximation, ¥icws labour market training as just one form of general
technological progress, the illustration would be a rightward shift of the employment
schedule in Diagram 5 (tending to move the equilibrium from A to F). This works in the
direction of increasing regular employment. It is well-known, however, that all forms of
u:chnologrcal progress nced not give rrsc 1o such posruvc labour dcmand cffects. For

the amounl of labour in efﬂcrcncy units and labour becomes more efficient, the net

cmploymcm effect is uncertain. - On the one hand, there is a scale effect Lendmg to”

increase empldyiment because of the incentive to expand output by usmg more cfﬂcrcncy
units of labour when the unit cost falls. On the other hand, there is a subsuruuon effect
tending to reduce labour demand, because a given output can be produccd by fewer and

more cfficient workers. The scale effect.dominates the substitution effect only if labour .

demand 1s'clasnc 13 Thrs uncertainty about the net cmploymcnt effects of lcclmologrcal

ol
Another unccrlamty concerns the response of wages to producuvrly changes X

induced by labo ,~marl<ct training. Althougli~our” kiiowledge on this pomt is very
limited, we can draw parallels to the discussion about the wage and employment effects

of productivity change in general. - Here there cxist two opposing views. On the one
hand, insufficient adjustment of wage aspirations to the productivity slow-down in the
carly seventies has been advanced as a major explanation of the rise in unemployment in |

most OECD countries (Grubb er al. (1982, 1983), Bruno and Sachs (1985), Sachs
(1987)). On the other hand, it has been claimed that the absence of a secular trend in the
unemployment rate must be taken to imply that productivity increases in general result in
corresponding wage rises (Bean ef al. (1986), Blanchard and Summers (1986), Bean
(1992)). For instance, Bean's interpretation of the available empirical evidence is that

“"the productivity slowdown has only a modest role to play in explaining the rise in
# unemployment”. If this interpretation is correct, labour market programmes should not
..be cxpected to contribute to higher regular employment via their productivity effects. In
terms of Diagram 5, a productivity rise will be associated with a corresponding upward
¢ shift of the wage-setting schedule, leaving the employment rate unchanged (with the
" new cquilibrium at G). This would not, however, mean that productivity-raising labour

market programmes are without value: although they will not in this case help increase
regular employment, there are, of course, likely welfare gains from the higher
productivity (output) in igself, and from the reduction of open unemployment.

) A more claboratg analysis must allow for the heterogeneiry of labour. The
celebrated active labour market policy in Sweden has traditionally been motivated within

* a disaggregated framewogk. The original idea was to alleviate aggregate wage pressure

by retraining labour in law -produclivity sectors with excess supply, so that it could be

. moved to excess-demand sectors with high productivity (Fackfdreningsrdrelsen och den
| fulla sysselsétiningen (1981)). With the help of Diagram 6, the argument can be cast in

terms of the analytical fragnework used here. The Diagram shows a stylised wage-setting
schedule, which is horizantal when there is unemployment and becomes vertical at full
employment. The cmploymcnl schedules I and 1 represent a low-productivity and a
high-productivity sector, respectively.t A transfer of laboury{rom the former to the latter
sector can be illustrated as a rightward shxft of the cmployment schedule 1 and a leftward
shift of the schedule II (at cach wage, labour demand increascs as a proportion of the
labour force in the former sector, whereas it decreases in the latter). The result is a

i higher employment rate in the low-productivity sector and an unchanged one in the high-

producuvxly one. Since a larger share of the labour force also finds itself in the sector *°
' with a high employment rate, the aggregate employment rate must also increase. This

,';effecl will be reinforced to the extent that the two types of labour are complements in

idemand, since the wage reduction in me high-productivity sector also stimulates
( employment in the other sector.

The argument will be qualitalively the same with less extreme wage-setting
assumptions It is enough that wages increase progrcssrvely more as the employment
Blanchﬂowcr ‘and Oswald (1993). This cas¢ is also illustrated in the dragram Howcvcr
the scope for such employment-increasing re-allocations of labour is much smaller in a
situation of general excess supply for labour -- which would seem to characterise
Western Europe at present -- when most sectors will find themselves clustered close
together on the flat part of their wagc scmng schedules. The Swedlsb re-allocation
model was not designed to solve such a problem, but to facilitate a proccss of structural
changc

Models have also been constructed in which re-allocation of labour through
training programmes may have perverse employment effects. Saint-Paul (1992, 1993)
has analysed ’Lhe casc when skilled and unskilled labour are substitutes. If firms are to

! hire some unskilled workers in t\lus framework, their lower productivity must be

balanced by higher unemployment: 7 this ~may ejther reduce their relative wage (Saint-
Paul (1993)), or allow vacancies to be ﬁll’ qmckly than for skilled workers
(Saint-Paul (1992)). Transforming some of the unskilled ‘workers 1o skilled ones in this
analysis raises unemployment among the latter category as an impact effect. As a

consequence, the relative wage of skilled workers falls and skilled job vacancies are
filled more quickly. This makes it profitable for firms to substitute skilled for unskilled

workers, and hence uncmploymcnt rises for unslollcd workers as well." The net outcome
for aggregate TUnemployment is ambiguous: on the one¢ hand Alie employment rates
increase for both types of labour, on the other hand a larger fraction of workers find
themselves in the high-employment category.™

G. Work-test effects

There will always be a certain fraction of those that receive unemployment
benefits who are not really searching for work. With high unemployment, it is
impossible for the labour market administration to test the willingness to work of benefit
claimants through regular job offers. Placements in labour market programmes may
provide an alternative work test for the eligibility of unemployment benefits, since some
of those who are not genuiniely Tnterdsted in ‘work will prefer to losc registration rather
than 1o participate in a programme (OECD (1991), Grubb (1993)). This, of course,
presupposes that it is compulsory for obtaining benefits to accept offers of programme
participation, as is indeed the case in many countries.

The work-test. effect will tend to reduce unemployment, as measured by the
number of benefit claimants. There is not, however, much information on the magnitude
of this effect. One would perhaps not expect it to be very large. According to some

istudies, more intensive counselling of the unemployed has, however, led to 5-10 per cent
{ the target group leaving the register (OECD (1991)). These figures could perhaps be
regarded as minimum estimates of the work-test effect of programme participation.

d

There is, however, no reason to expect a fall in the number of benefit claimants
to reduce the real amount of involuntary unemployment (as the Labour Force Surveys try
10 capture), since those affected by the work-test effect were not actively secking work
in the first place. If there is any effect on the effective supply of labour, it ought rather

£a



to increase it, by making it less-attractive to try to live only on unemployment benefits.
Arguably, such an effect -- to which the analysis in Section I1.B applies -- ought to be
minor.’

H. Tax effects

In a complete analysis, one would also have to consider the 1ax repercussmns of
active - labour: market policies and how they impinge on wage and employment
determination. . To' analyse this, it is necessary to distinguish between the real
consumption wage (the after-tax real wage) of employees and the: feal product wage (the‘
ing pay-roll ta.xes) to employers There is a general presumption
s may remforcc the net of the effects discussed above (Calmfors and

ower than would otherwise be the case.
Diagram 5 as denoting the real consumption wage,
lower ta)m;mgg?t,es will then shift the employment schedule to Lhe right, since the real
product wage associated with each real consumption wage falls. ! There is an on-going
discussion - s:mllar to that about the link between productivity and wages (see Section
ILF above) - on how such a tax change will affect wage-setting behaviour in the long-
run, i.e., on whether the wage-setting schedule will ultimately shift so much upwards
that the real product wage is left unchanged (see, e.g., OECD (1990), Calmfors and
‘Nymoen (1990), Layard er al. (1991), Andersen (1992), Bean (1992)). If the wage-
setting schedule shifts less than the employment schedule - as some evidence indicates -
active programmes that tend to increase regular employment in the first round also give
rise to additional reinforcing tax effects.

However, it is also possible that programmes are more expensive than
unemployment benefits because of higher compensation levels and/or the costs of
arranging them (from which one has to deduct the value added produced in job creation
schemes). To the extent that this is the case, there will be a tendency for tax rates to

increase, thereby increasing real product wages and reducing regular employment. <

There will be similar effects if participation rates increase, with the consequence that
more people claim unemployment benefits, but this will be counteracted by lower costs
for early retirement pensions and the work-test effects on the number of unemployment
benefit claimants discussed above.

I. General-equilibrium effects on other policies

In a full general-equilibrium analysis, account must tmally be taken of possible
interrelations between various policies .

One common claim is that labour market programmes may act as a substitute for

long duration of uWnEEnployment benefits (e.g., Layard (1991) and OECD (1993c)). Tt is
well known from a number of Studies that unemploymcnt in general and long-term
unemployment in particular is correlated with the duration of unemployment benefits

(e.g., Burda (1988), Layard (1990), Layard er al. (1991), Layard and Nickell (1991),

Heylen:(1993), OECD (1993a), Zetterberg (1993)). If one interprets this correlation as a *

causal relationship, one can argue that a sufficient condition for active labour market
policy to increase regular employment in a true general equilibrium that takes all policy
interrelationships into account is that the "partial” effect without policy responses -- i.e.,
the net' of the employment effects discussed in Sections IILA-IILH -- is less negative
. Lhan the net "partial” effect of the alternative with long duration of benefits.
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Another alternative to active labour market policy may be aggregate-demand -
policies in order to'increase regular employment. It is a common view, especially in the,
older literature on labour market pollcy, that an increase in participation in job creation .
schemes will contribute less to wage pressure than a corresponding increase in regular
employment -- even if the same wage is'paid and the jobs are also regarded by workers !
ds perfect subslitules in other respects (see e. g‘ ; Bnily and Tobin (1977)) The basic |

general, which will result also in compeuuon “between employers for ; the already
cmployed. This is likely to be a relevant argument if programmes are tggggi on

outsiders, as discussed in Section I1.C. However, there are also potential risks if labour -

‘market policies are used to counteract unemployment wherever it threatens to occur, as
was tried in many countries in the mid-seventies, when it was a common policy objective
to try to maintain workers in their current jobs through redundancy-deferring subsidies
(OECD 1990)). In fact, such selective accommodation policies are likely to weaken
umon mcermves for wage reeramt morew aggregate labour demand:

individual union will be partly accommodaled by placements in labour market
programmes, whereas in the latter case the individual union's members will have to_

compete on equal terms for the new job openings created by the expansion. of. aggregate
labour demand (Calmfors and Horn (1985), Leonard and van Audenrode (1993)). This
reasoning has been used to explain why some Swedish studies have found labour market
programmes 10 be more wage-raising than regular employment (Calmfors and Forslund
(1991), Forslund (1992)). :

Indeed, one may see it as a risk that too strong an emphasis on active labour -

market measures could lead policy makers to neglect other policies. It has, for instance,
been claimed that the strong belief in the potential of labour market programmes may

have been an important explanation of the restrictive demand policies in Sweden in

1990-92, which seem to have contributed strongly to the dramatic rise in unemployment
(Calmfors (1993a)). However, such problems need not be inherent, but may rather
reflect slow learning processes.

““At-the same time, it is obvious that properly designed programmes can act as
_complements 1o demand pollcxes To the extent that these are held back because of the
“féar-that increased 1abour déimand will just lead to increased wage pressure, active
programmes that attack various persistence mechanisms (by increasing the search
effectiveness of the unemployed, by providing them with the skills in demand, or by
acting as substitutes for regular work experience in the screening of job applicants by
cmployers) may be A necessary prercquxsne for a more expansnonary pohcy stance

The difficulties of drawing precise conclusxons about the effects of active labour
market policy become even greater once one allows for possible interrelationships with
various structural reforms in the labour market with respect to, e.g., wage-setting
practices, employment protection legislaunon, competition policy etc. - The great
uncertainty surrounding the possibility of such endogenous policy responses does not
mean, of course, that these effects need be less important than lhe ones that are easier to
quantify. Indeed, the opposite might be the case.

111, The net effec‘l;qf active labour market programmes

The main conclusion from the analysis in Section II is that active labour market

policies work yia a number of channels. Table 1 represems an attempt to summarise the
various possxble ‘effects. The discussion has made it/clear that it may sometimes be
difficult to sign individual effects. It is impossible 1o infer the net impact of -active



labour market policy from theoretical reasoning only.

Unfortunately, however, the
available empirical evidence on the overall macro effects is still scarce.

A. Existing empirical research

The arca where there exists most empirical research is aggregate wage setting. A
number of studies have tried to estimate;how the wage-setting schedule in our diagrams

.are affected by active’labour market progfamme?;f’l'ﬁ'é%e studies can be interpreted to

give estimates on the net of several of the effects“on the wage-setting schedule discussed
above: the matching effect (Section I1L.A), the competition cffect (Section ILC), the

‘reduced-welfare-loss effect (Section IILE) and possibly, also, the productivity effect

(Section IIILF). Although these effects do not represent the full general-equilibriu
ones, they still make up an important subsct. :

Most wage-sctting studies made so far are time series estimations for Sweden,
where the traditional emphasis on active labour market policy has made it more natural
than elsewhere to analyse the macrocconomic impact. The majority of these estimations,
which are summarised in Calmfors (1993a), have found increased programme
participation 1o shift the wage-setting schedule in our diagrams upward (aggregate wage
pressure rises when _programme participation increases at a constant rale of Tegular
employment or, which is the same thing, when a given niimbér of workers are transferred
ffom ‘open unemployment {0 programmes). {Sometimes, the wage-raising effects of
active programmes appear to be even larger than those of regular employment}

There are also a few time-scries studies of the relationship between wages and
active labour market policy for other countries. For Finland, similar results as for
Sweden were obtained by both Eriksson et al. (1990) and Calmfors and Nymoen (1990).
The latter also found unemployment-reducing programmes to increase wage pressure in
Denmark but not in Norway. :

A more favourable picture of the wage-selting effects of active labour market
programmes is provided in OECD (1993a), where Phillips-curve estimations covering
nineteen different countries arc made. For the majority of these, increased amme
participation that reduces open unemployment secms to contribute ‘élﬁ’:‘i wage, re,
althicugh the estimates often are imprecise. A drawback is also that the number of

observations on programmes is very small for cach counlry.16

An attempt to exploit cross-country variations in the size of labour-market
programmes has been made by Heylen (1993), who tries to explain differences in the
responsiveness of wages to opcﬁw’i“i yment. He finds that increased expenditures
on aclive-programmes per_uncmployed person (as well as a larger ratio between

indicate whether an expansion of labour market programmes that reduces open
uncmployment is likely to be wage-increasing or wage-reduging. / On the one hand, a
fail in open unemployment puts upward pressure on wages,/but on the other hand the

‘increased responsiveness of wages to unemployment tends 1o moderate them.17

Finally, it is possible to infer what can be regarded as estimates of the fofal
effects of active labour market policies (excluding only some of the policy
interrclationships in Section ILI) from a couple of studies also exploiting cross-country
variations, Layard et al. (1991) estimates a cross-country reduced-form cquation for
open unemployment in the cighties, where expenditures on active programmes per
uncmployed as a ratio of GDP per capita is one of the explanatory variables. Zetierberg
(1993) pools cross-country and time series data for 1985-91 and makes his estimations

7
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with instead the share of expenditures on active programmes out of total labour ’mé’ficcl
expenditures as the labour-market-policy variable. The two studies come up with similar
results: they scem to imply that an increase of programmie participation ‘with 1~
percentage point of the labour force reduces open unem;i:loyment by 1.5 (i.e., the rate of
regular employment increases by 0.5 percentage points).18

B. Problems of interpretation

The limited but yet diverse empirical evidence on the net employment effects of
aclive labour market policy suggests the need for mare research. However, it appears
important to point out a few problems in this context.

All the studies mentioned measure unemployment and programme. participation
in relation to the labour force, Hence they do not take into account the possible job-

creating effects of active labour market policy from increased labour-force participation,
as discussed in Section I1.B. :

The effects of labour market programmes may very well depend on how much
unemployment there is. Og; can find theoretical arguments why active programmes
should be expected to givq{ better results with higher uncmploymeﬂﬁf(sce also Section
IV.C below). There is then a smaller risk of accommodating insider wage claims. The
scope for targeting the long-term unemployed  and “strengthernifig their relative
compelitiveness increases, and the task of maintaining labour-force participation
becomes more important. Hence the earlier wage-setting studies from Sweden, which
refer (o situations with very low unemployment (in; the 1-3 percent range) may not be
relevant to the typical Western European case of high unemployment (to which also
Sweden has recently conformed).

There are also statistical problems of interpretation. It has been pointed out in
Grubb (1993) and OECD (1993a) that the typical pattern within thc:OECD is that active
programme expenditures seem to increase less than proportionally with uncmployment.
If this is taken to reflect a “government policy reaction ;fun,cti,or;"i\,}lhc results of, e.g.,
Layard et al. (1991), Zetterberg (1993) and van Heylen (1993) may all be subjected to
simultaneity~bias that-tends to give too positivé™a picturc of active labour market
programmes: the estimated negative effects on, for instance, open unemployment may
reflect government reactions to unemployment as well as the response of unemployment
to active programmes. The reason is that the above studies all capture the emphasis on

active labour market policy by some measure of programme expenditures in relation to
unemployment. 19

The Swedish wage-setting studies may suffer from an opposite simultaneity
prol?lt?m. since the typical paitern in Sweden seems to have been that programme
participation has increased more than proportionally when uncmployment has risen
(Calmfors and Forslund (1993)). Hence, higher real wages that have led to lower
employment may also have caused programme participation to increase relative 1o open
unemployment.  Such an effect may have biased the estimated wage effects of an

increase in programme participation relative to open unemployment upwards in the
Swedish case.20

Iv. Crucial design features

A possible approach to take may be that the question of the net effect of active
labour market policy is perhaps not the most meaningful one. A more relevant issue may
be h‘ow'programmes should be designed and how large they should be in order to make a.
Maximum contribution to cmployment performance. This Section discusses the




followrng crucral desrgn [ea!ures

e,

(1) compensauon levels; (ii) the extent of targetrn

erh the unemployment beneﬂt system.

A, Compensation levels

o et e e

be made wrth respect to cornpensahon Jevels'in labour ma.rkct programmes. The higher
the: compensation, the smaller will be the expected income and welfare losses for
workers who are laid off or quit (Calmfors and Forslund (1990, 19971};" “Cilmfors and
Nymoen (1990)). This strengthens the tendency to wage-raising effects discussed in
Section ILE. Moreover, the incentives for participants in programmes to search actively
for regular work and accept job offers become weaker, the higher the compensation,
with adverse Bevcridge curve effects as a consequence, as discussed in Section ILA.

‘creation - schemes).” The above reasoning seems to suggest “that “there are strong
macroeconomic _arguments for setting compensation levels close to unemployment
beneﬁts Indeed, the high compensation levels in public job creation schemes in the
Nordigountries have been advanced as an explanation of the finding in many studies

that labour market programmes there seem to have increased wage pressure (Calmfors
(1993a)).

It is sometimes claimed that setting compensation levels in programmes that are
in excess of unemployment benefits is necessary in order to provide mcentwes for
participation, especially in the case of labour market training. This reasomng “appears
questionable, especially if unemployment benefits can be withdrawn in the case of
refusal to participate in programmes, as happens in several countries. But the argument
is'not self-evident even in "laissez-faire systems” where programme. participation is
voluntary. One could argue that a rerequisite for efficient training programmes is that

yants ir own_ merrts. i.e., because of their

ST
"hig gher short-term compensation.

One method of reducing programme compensation levels in, e.g., public job
creation schemes, may be to continue paying market hourly\ygg/es but offer only part-
ume work For instance, in Sweden both working lrme and compensanon in public-

““““““““““ An earlier youLh
lhdt the spare time is freed for active JBB search, which can help counteract the tcndency
for programme participants to be locked in (see Section ILA).

B. The extent of targeting

As already discussed in Section II.B, the extent of targeting is likely to be
another crucial design feature. If programmes targeted on outsiders in the labour market
stimulates wage reducing competition for jobs, the likelihood of substantial positive
employment effects is increased. ’

One issue in this context is whether one should | d

interventions until_people have - actuallj become > long-term unemployed or. rf Qne_ghoula

try to; l\df uf?the difficult-to-place early a.nd _intervene before they become long-t -term
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“teduction of re-employment probabilities for categories with Tong unemploymem'

“duration is caused by heterogeneity (i.e., the fact that the least employable are gradually
sorted out and therefore make up a larger proportion of the categories of unemployed the
longer they have been out of work) or.by siate dependence (i.e., the fact that a’ urven
rndlvrduals chance of re- -employment decreases over time). AILhough there is an on-
going discussion on The Télative importance of these two mechanisms, there appears to
be a consensus that heterogeneity is important (see, e.g., Jackman and Layard-(1991) or
van den Berg ‘and van Ours (1993a,b)). This provides an nt for targeting easily
lace. such as immigrants, drsabled fand’xmose With

pro rammes are > reasonably effective in rarsrng the_competitiveness of the’ “difficult-to-
place. Here the results are somewhat mixed. On the one hand, Haveman and Hollister

(1991) conclude that targeting seriously disadvantaged groups seems to be the most

effective (although the impact does not appear very strong). On the other hand, a few of
“The studies surveyed in OECD (1993a) seem to indicate that the best results are obtmnedr
by targeting groups with "moderately severe, easily 1denuﬁable problems (such asﬁ
women re-entering the Iabour market). o
There are, however, also Irkely to be limits to the degree of targeting on those
that are regarded as difficult to place. Exclusrve targ ung on this group is not likely to
be appropriate, since programmes then run the Fi§ tising_the participants as
problcm cases and hence signal to cmployers _that  hiringthem-should-be--avoided.,

This would seem to be a strong argument against . focusing

‘ programmes on]y on disadvantaged groups.

From a theoretical point of view, young entrants to the labour market clearly
form a group of outsiders that compete with the current insiders. Youth programmes,
such as are common in many countries, would therefore be expected to reduce wage
pressure (Calmfors and Lang (1993)). Surprisingly, however, according to some
Swedish studies, programmes targeting young people seem to have been less successful
than one would expect from theoretical reasoning.” Skedinger (1991) finds that active
labour market programmes for this group appear to have been more wage-raising than
programimes for other age groups. Wadensjt (1987) also points to large crowding-out
effects on regular employment for young people. Calmfors and Skedinger (1994) find
that the extent of targeting on this group does not influence the overall employmem
impact of active labour market programmes.

As concerns targeting according to the duration of unemployment, i.e., the issue
of optimal timing of labour-market-policy interventions during a typical unemployment
career, there has, somewhat surprisingly, been almost no empirical research. It is,
however, easy to outline the main trade-offs involved.

There are a number of advamaues with programme placements _ late in an
unemployment. spell. DeadwelghLlosses wrl] be smallcr 1o The externt that oné avoids

LA LS A,

programme participation by many of those who will diiyway find a new job. This tends

- 10 hold .down..costs so that unfavourable tax repercussions with possible adverse

employment effects, as discussed in Section II. H, are reduced. A smaller number of job
applicants are locked in by programmes. One is also more certain t “outsiders.
Finally, the its of programme participation for the individual will be discounted
more heavily, which dccreases he.risks of accommodaung insider wage demands, as

~ stressed in Section ll E (see a]so Calmfors and Lang’ (1993))

v

The above beneﬁts must however, be traded off against Lhe disadvantages. The
later programme placements occur, the smaller is the potential number of outsiders who
can compete more effectively with insiders. It is also hkcly to be more difficult to



restore lost competitiveness on the part of the unemployed, the more it has been allowed , .
xSﬁE{EHBHii&;&WWw"‘i has led. ¢.g. Layard et al. (1991) to recommend targeting the ‘ . ‘ The sad answer is that we, despite an impressive amount of research, know very
o "mcdium;term unlelm” ployed” (those having been unemployéd around six_months) rather 8 Juxwt‘hlwlﬂslm :f\lrcady to B0 through only existing micro studies or surveys of such micro
) "] ; v ‘ - studies is a very distressing experience, because of the difficulties to generalise (see,

than the really long-term uncmployed. °

e.g., Haveman and Hollister (1991), Bjorklund (1993), Dolton (1993), Johannesson and

To analyse the appropriate timing of labour-market-policy interventions, one Zetterberg (1993) or OE - >
would nced more knowledge .on the duration dependence of both re-employment B within_ %( ) CDS(;s9 9ée%‘;e:g:;;.scg’:[;:ﬁ?sczso?ég;n‘é‘sffcfgﬂfﬂs_"ll ﬂf:SUIlS
probabilities and the effects of active programmes. On the latter point research is almost - on both future earnings and ‘ekmpyloymé'm sometimes one does nmsu Ist anil aﬂc fects
non-existent. On the former, there is a fair amount of evidence on negative duration B possible to explain variations in results b),' the differences in program cxls oten not »>
dependence, iLe., that re-employment. probabilities fall over time, but there is also 3 can one usually judge to which extent resource costs have diffex?edgbctwrc g
material that does not support this conclusion (see, e.g., Bjdrklund (1990), Steiner 7 that appear to have produced different results. It also happens freque Sn lIJJI;Ogram.m es
(1990), Layard er al. (1991), OECD (1991) and van der Berg and van Ours (1993a,b)). evaluations of the same programme, made with different mI::thods or i % ffa‘ various
Also, to the extent that there is negative duration dependence, the speed of deterioration ‘ periods, give widely diverging results. Still, a few general o be maga me g
of re-employment chances is very important, e.g., if there are "jumps” in the . . ) ’ & comments can be made,
development at certain points of time. Here we have only circumstantial evidence. For 4 | As dl'SCUSS(:‘d in Section X%-C- there appears to be a broad consensus between most
instance, a Norwegian study indicated only minor changes in employer attitudes toward ' studies that intensified counselling.and job search assistance do raise re-employment

hiring an unemployed during the first half-year of unemployment, but significant , probabilities substantially for the target group in question, and especially so for the long-
changes when duration exceeded six and twelve months, respectively (Colbjgrnsen ef al. lii,?“?f’ff'?ﬂ?@ It is not surprising that the studies "
(1992)). Macroeconomic studies of wage-sctting that have found a higher proportion of cffects"of such measures. One may indeed consider this

also indicate large substitutio
to be exactly the poini, i.e., 10

long-term unemployed to increase wage pressure -- given the total rate of unemployment Sonu’ibule to lower wage pressure by subjecting insiders to more competition. This
-- have drawn the dividing linc between short-term and long-term unemployment at ‘ ocs, of course, presuppose careful targeting.

twelve months (sce, e.g., Layard and Nickell (1986), F'ranz. (1987)-or OE(_’ID (1993a)). : ‘ Unlike other programmes, intensified counselling and job search assistance do
In contrast, Calmfors and Nymoen (1990) found no evidence on differential cffects of 3 not involve any risks that participants are locked into programmes with reduced s h
short-term and long-term unemployment on wage formation in the Nordic countries activity as a consequence. On the conirary, the whole idea is to put the unemployed

when six months was used as the dividing line. involved at the immediate disposal of the labour market. There will, however (lfc no

"book-keeping" reduction of open unemplo i i ining o
ment as I
creation sehomes (o6 D P3 N ploy. with plaqements in Lrau.mng orjob
o Diagram ) ?Ievenhcless, there may still be welfare increases to
e extent that demotivation and discouragement of long-term unemployed and other

outsiders are counteracted although these effects are i
s &2 Ly erha S smaller lhﬂ.ll W ”l “lc [e) h(:
r s. o [ualetetodeinst p p DURE 1 r

When analysing the impact of targeting, one should in general be careful when
/drawing conclusions from - wage equations with the proportion of long-term
‘unemployment as an explanatory variable. Although this variable has been shown to be

negatively related to the ratio between active expenditures and unemployment benefits
across countries (OECD (1993a)), earlicr estimated wage equations reflect labour-market
processes where active programmes have been of limited importance. | Variations in
measured long-term unemployment are likely to have come about mainly through
variations in regular employment and outflows from the labour force. Hence the
equations may provide little information on the extent to which wage pressure can be
reduced by a large-scale cxpansion of active programmes in order to cut long-term
uncmployment. This may be seen as an example of the general Lucas critique: the
statistical relationships that hold under onc policy regime may not be relevant under
afiother when variations in the éXplafiatory variables arise from different policies.

NS el e e e

e,

i Allhgugh much of the recent labour-market-policy discussion has stressed the
@gﬂ%&;&yﬂgg as opposed to direct job creation (e.g., OECD (1990)), few systematic
co_mpanson's of the macroeconomic effects seem to have been made. For Sweden, there
exists some evidence that participation in training programmes -- in contrast to diréct job
cHrcauon -- ‘_’,?S,‘i‘ quwny’j:}r;gr”p“xjgggufgmqp‘wagc;s (Forslund (1992), Edin et al. (1993)).
eylen (1993) orts a stmilar result for the wage responsiveness to uncmployment
from cro§s-countr?' regressions. When trying to explain regular employment in pooled
cross-rc.gl_on and time series regression for Sweden, Calmfors and Skedinger (1994) also
find lramm.g programmes to give consistently better results. So did Jans (1992) in an
Jageregate time series analysis. Althoughi tiése resulis provide some support for the view

I

ha A R . .

7the L training programmes may be more beneficial than job creation schemes, one can stil}
ralse some caveats:

5
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Unfortunately, the data necessary to test whether a reduction of long-term
‘unemployment through labour market programmes are likely to have the desired cffects
do not exist today. The reason is that in most countries no statistics are readily available
on the proportion of job seckers -- including both the openly unemployed and
programuie participants -- who have been out of a regular job more than a certain period
of time and op-how large shares of the outflows from long-term unemployment are into
.The colléétion of such data on an intérnational scale ought to receive high

;
.

rain (i) One pos§iblc explanation of the findings may be that compensation in
alnng programmes is usually lower than in job creation schemes rather than the fact

ik

lha‘tiih'é’ former are intrinsically more cffective.

ST

g

o , , Qg 2y -
resul (i) Micro evaluations of various training programmes have produced mixed 4 r
Sults (e.g., Haveman and Holister (1991), Bjorklund (1989, 1990), OECD (1991,/C 7‘//'2

l1h9932|)). .In gcn(;_ral, there appears (o be a tendency for narrowly targeted pro

.-HEE./D.mwdcuspc‘,c,l,ﬁcz.-,‘s,,l\:ill,vsﬁl,,o\;grQ‘%PS with id aining necds (o per

'lI‘ ;m broad programmes and those providing ‘more general éducition (OECD (1993a)).
¢ US experience seems to be that programmes for women have been the most

Successful, whereas the results for youn e .
g people appear .the most Tz
(1992), Forslund and Krueger (1993)). pie app st uncertain (Lalonde

C. Types of programmes

Another crucial issue is how to best allocate resources between the various types
of programmes discussed here, i.e., placement services and job scarch assistance, labour-
market training, public-sector job creation and subsidised work in the business sector.
Put differently, how does the optimal labour-market-policy portfolio look?




(iii) Training is likely to be more efficient under "normal business conditions"
than in a situation. with persistently high unemploymen! In'the former case, it may play

an 1mportant role in ehrruna[mg skill mismatches and hence mcrease allocauvc

-aftér completion of the programmes
to be low.. It may then be more i
substifute  for the screening function 'that earlier work experience may play for

employers, as discussed inSection ILA. "Also, it has been’ poitited out that the fong-term
unemploycd do not exhibit markedly lower general educational achievement than the
unemployed in general (OECD (1993a). Against this background, it is not surprising
that there is some empirical support for the view that on-the-job training, especially of
young people, may be the most _effective form of training in order to improve
employment prospects (OECD (1991b, 1993a). A frequently quoted example is the
British youth training scheme (YTS) introduced in the early 1980s, which has been
claimed to have given employers the opportunity to screen job applicants and thus to
reduce the uncertainty associated with hirings of, especially, long-term unemployed

(Dolton (1993)). Mu

(iv) Even if training schemes in general were to be more effective than &41
programmes, there are always groups for which they are not suxtable These will include
both elderly unemployed close to retirement age as well as’ young 5 people who are hard to
motivaie (€.3., sc oI drop outs)

In genera] one should expect ¢ all types of active labour market programmes to be
subject to decreasing marginal returns. As intensified placement services and job search
assistance - are - extended 10 _more _ groups,.. the scope for improving the relative
competitiveness of individual groups obviously falls and the deadweight losses increase.
An expansion of job-creation measures -- whether in the form of direct’ _]Ob ‘Creation or

-subsidised work in the business sector -- implies greater risks of accommodatmgmsrder

wage claims and} locking large groups into programmes as well as rising,s subsmuuon and -’

deadweight effebts ™ To the extent that one tries to avoid the latter by _]Ob creation in the

public sector or non-profit organisations based on the additionality principle (Grubb

(1993)), i.e., when the projects undertaken are confined to such that would not otherwise
have taken place, the result 1s instead Illcely to be a low marginal value of the output

produced. Ml havrginod/

Decreasing returns/to scale are likely to be a serious proble 0 with training
programmes ;sec e.g. ;;mfors (1993b) or Grubb ( 993 ). The larger the programmes

point (ii) above). The possibilities of identifying and increasing the supply of those
categories of labour that are likely to be in short supply (and thus serve as bottlenecks)
in the coming upswings may soon be exhausted. The supply of high-quality training
capacity is limited, and the difficulties of monitoring the effectiveness of the
programmes increase as they expand. There will be more participants who are poorly
motivated, and who are likely also to have negative external effects on the more
motivated ones.

Usually, the methods used for evaluating the effects of various programmes do

not allow average and rnargmal [ effects.to be _distinguished. An attempt to make such a

distinction was, however fiiade by ijrklund and Moffit (1987) i in their study of Swedish
training programmes in the early 19805 They hey found negative marginal effects on future
wages with a programme size of around 1 percent of the labbur force. Forslund and
Krueger (1993) use information on the earnings effects of Swedish training programmes
from a number of studies and seem to be able to reject the hypothesis that they have
been socially profitable.- 21
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The. obvious conclusion is that the opumaj rmx of programmes should be a
"balanced port lro _ This may need emphasnsmg, “since there is always a risk that
changing fashic s due 10, earlier disappointments lead to excessive swings in policies.
Today, the generally favourable attitude towards education and [raining might involve
such a danger. The greatest risks of decreasmg returns o scale for these programmes
are 1ikélyto be associated with rapid éxpansions befaie the figcessary investments in
training capacity have been made. :Since these will largely involve investment in human
capital through acquiring organisational knowledge, the process: of expanding capacity
may very well be a slow one. Another risk to be avoided is that large placements in
training -- as well as job creation schemes -= are allowed to @rmn the resources of the
labour-market-administration to the point that basic placement services and job-search
assistance are crowded out\

D. The co-ordination with unemployment insurance and programme duration

‘Although there has been an extensive discussion about the duration of
unemployment benefits (see Section ILI above), much less interest has been devoted to
the co-ordination between active labour market policy and the unemployment insurance
system as well as the approprialc lenglh of programmes. '

There appears to be a general tendency in much of the policy discussion to view
ungmployment insurance and ‘active labour market programmes as drsunctly drfferenl
systems, where "passive” unemployment benefits are regarded as ' “an
measures as "good". However, a more fruitful approach may be to analyse the whole
system of support for the unemployed, and 10 recognise that the incentives for lower
unemployment depend 1o a large extent on lhe o~ ordmauon ‘of ns various parts.

The most obvious aspect of co-ordmauon between unemployment insurance and
active programmes concerns benefit ellglbrlrly It is common that programme
participation qualifies the participants for new benefit _periods. lniDenmark for
example, this has been one of the main aims of labour-market programmes: a job offer
guarantee -- later on combined with an education offer -- has been in effect for the
unemployed approaching the termination of benefits (after 2% years; see OECD (199143,
1993dY or Grubb (1993)). Such a use of programmes should be expected to lead to
similar problems as long duration of unémployment benefits, the main difference being
that the long-term unemployed will instead be permanently going back and forth -
between programmes and open unemployment. Indeed, this way of co-ordinating
unemployment insurance and programmes may be an important explanation of why long-
term unemployment in Denmark has been considerably lower than in other Western
European countries with similar rates of unemploymcm

e

of beneﬁs there is likely to be a senous weakcmng - among placemem omccrs among
organisers and among participants -- of the incentives to strive for maximum efficiency
in terms of enhanced re-employment probabilities. Although there are few evaluations

‘of Danish labour market programmes, there is some evidence that this may indeed have

occurred. - Spells in job-offer schemes have often been recurrent -- 60 percent of the
participants in 1984-88 had more than one placement up to 1991 (and around 25 percent
more than two) according to Lanoager (1992). Among the unemployed, the education
offer seems widely to have been seen as a method for benefit renewal -- as an
"unemployment benefit generator” to use the Danish term -- rather than as a step 10 a
regular job (Rapport om arbejdsmarkedets strukturproblemer (1992)). The effects on
hiring probabrlmes have been fourid 'to"be negligible (Aarkrog er al. (1991) and
Pl]cﬂaard et al. (1991)) The ﬁndmﬂ by 'I'haulow and Anker (1992) thal mc pamcxpams

i



evaluation of the job and education offer schemes was not related to the subsequent,
employment situation, might be consxdcrcd indirect evidence of the risks involved.

In a recent study for Sweden, Régner (1993) found significantly lower future

incomes for participants in labour market training than for those that were openly -

unemployed in the 1989-91 period. This is in contrast to some studies of earlier periads
(see Politik mor arbetslosher (1993)). The supgested explanation is that training
programmes had increasingly come to be used as a means of renewing benefit eligibility.

Leaving the co-ordination with uncmployment benefits aside, the duration of
programmes is an important issue in itsell, about which the empirical knowledge is

scant. On the one hand, programmes of long duration are a risk from the point of view -

that participants may be lgeked in and thérefore scarch less actively for regular jobs. On
the other hand, a certain length of programmes may be necessary in order to achieve
Substantial results. An indication of this may be that a recent cross-country study found
higher programme expenditures per participant -- which is likely to be correlated with
programme duration -- to contribute to lower aggregate wage pressure (OECD (1993a)).}
Somewhat surprisingly, however, Axelsson (1989) and Axelsson and Lofgren (1992)
were not able to confirm any relationship between duration of training programmes and
their social return in the case of Sweden. Korpi (1992), however, found that the »
probability of finding a permanent regular job scems 10 increase with programmc
duration, but to decrecase thh.lhc number of programme placements.

A specific issue concerns lemporary versus permanent job creation measures.
Temporary job cregtion is the prevailing pattern in most OECD countries. But in some
countries, notablysBelgium, the Netherlands and Spain, permanent jobs -- usually in the
public scctor -- are created for long-term uncmployed: A serious drawback of such a
policy is that the workers concerned are likely to withdraw permanently from active
search from regular jobs. Such permanent job creation schemes seem hard to justify
except possibly for clderly and disabled workers, where early retirement may be the
main alternative.

G

In e.g., Belgium, Denmark and Sweden, job offers for the long-term unemployed
,take the form of explicit job guarantees. One should expect these to have more adverse
cffects on search intensitics than when discretionary decisions are taken about
placements in job creation schemes.

V. What can we expect from active labour market poliéy?

The main conclusion from this analysis is that active labour market policy may
give rise to a diverse set of effects, some of which are favourable and some of which are
not. One cannot from a theoretical analysis cvaluate the net impact of these policies.
There are also severe problems of interpretation with much of the empirical
macrocconomic research and a lot of conflicting evidence from the microeconomic
studies. There are crucial arcas such as the optimal timing of labour-market-policy
interventions as well as the optimal mix and size of programmes that appear more or less
unexplored.

Still one can draw some tentalive conclusions on how active labour market
programmes should be designed so as to maximise the chances of success. Obviously
one must tryito strike a balance between providing the unemployed with better
opportunities and at the same time maintaining sufficient incentives for individual job
scarch as wellJas for responsible collective wage-setting behaviour. A tentative list of
requirements would be as follows.
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19 Compcnsauon levels ought to be set well bclow market wages. Programmes
should be ‘Carefully targeted so as to provide insidefs - with Tiore competition for the
available jobs. This is not, however, likely to mean, exclusive targetmg on the most
long-term unemployed and on the otherwise- most-dxfﬁcult to place; since this may give
programmes a t&d/reputauon making it impossible to substitute them for regular work
experience as ‘a screening mechanism for employers.  Targeting medium-term
unemployed in order to prevent them drifting into long-lerm unemployed may also be
more efficient than trying to counteract the negative effects of long-term unemployment
once it has occurred. At the same time, it is obvious that the very concept of targeting in
order to redistribute employment opportunities puts severe restrictions on. the overall
size of programmes.

It scems to be important that programmes ard; nol of too long a duration in order
to avoid locking-in effects:» Programme placcmcnts -- especially in the form of
guarantecs -- in order to make the participants eligible for prolonged unemployment
benefits are likely to have detrimental effects on the effectiveness of the programmes.
To avoid such risks, limits may have to be imposed on the extent to which programmes
may qualify the participants for extensions of unemployment benefits. It may also be
wise in many countrics 10 combine an increased emphasis on active labour market
programmes with a reduction of the maximum duration of unemployment benefits in
order to avoid undesired incentive cffects.

As to the type of programmes, one should expect the optimal mix to be a
balanced portfolio involving all forms of active labour market policy. Although an

cxpansxon of labour-market traifiing may be appropriate in most countries, there may be
a risk that the current discussion overemphasises the benefits and neglects the
importance of decreasing returns to sca@ These risks are, however, likely to be smaller
with on-the-job-training than with other training schemes. It appears important that the
administration of large training and job creation schemes is not allowed to crowd out
counselling activitics and job search assistance for the long-term unemployed, which
have often proved to be quite effective.

What contribution can active labour market policy make to fighting
unemploymcm? On the basis of this exposition, my guess would be that most countries
in Western Europe could do better with more active programmes -- if carefully designed
-- but not a lot better. The proper perspective appears to be 1o view active labour market
policy as only one ingredicnt of many in a gencral programme against unemployment.
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- Fable 1: Various eflects of active labour market policy

EFFECT Real wage Regular Regular Effective labour Measured
employment as _employment as  force labour force
proportion of  proportion of :
labour force population

B .
MATCHING o ) +(?) 0 0
"LABOUR FORCE - -0 + C+ +

COMPETITION FOR' - + + 0 0

INSIDERS

SUBSTITUTIONAND ~ . . ; 0 0

DEADWEIGHT LOSSES"

REDUCED WELFARE + - - 0 0

LOSS

PRODUCTIVITY +(0) O 7(4) 0 0

WORK TEST 0() 0(+) 0(+) 0 -

TAXES ? ?(0) 7(0) ? ?

OTHER POLICIES ) 9 9 7 (+) 7(4)

Parentheses indicate

labour-torce effects t
first three columns,

possible but uncertain effects. The last columns do not take into account the secondary
at may occur because of the induced wage and employment changes according to the
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the Beveridge curve as H(v,rc-D+(r +u))= q[l—(r+u)], where r will be a shift parameter if

c#1.

7 To the extent that the real wagc mcrcases this is, however, warranted because of the
increased efficiency of the matching process wluch is tantamount 10 a producuvxty increase (see
Pissarides (1990) or Calmfors & Lang (1993))

® This case corrcsponds to ¢ > I in footnote 6. With ¢ = /, the rc&ised Beveridge curve
will not shift, although du = —dr for a given v.

9 This cannot be seen directly in Jackman et al. (1990). A recalculation is done in
Calmfors (1993a).

10 1n the special case of a vertical wage-setting schedule, the proportion of the labour
force that is regularly employed remains unchanged (Layard et al. (19915). So does the sum of
open unemployment and programme participation as a proportion of the labour force. But since
the labour force has increased, both regular employment and the sum of open unemployment and

programme participation rise in relation to the ‘populalion.

11 This case requires a more complex model of wage sctting than in the carlier examples
which introduces heterogeneity in the labour force and thus distinguishes between the re-

employment probabilities for laid~off insiders and outsiders (Calmfors & Lang (1993)).

12 For Sweden, a fev? receni studies from the second half of the cighties have found less
favourable results of intensified placement services than earlier studies A(Dclander & Niklasson
(1987) and Behrenz (1993)). One 'interpretavtion‘is that such policy measures contribute less in
situations of low unemployment in general, such as was the case in Sweden in these years
(Politik mot arbetsldshet (1993)).

13 Suppose that the production function is ¥ = F(eN, K), where ¥ = cutput, N = the

" number of employed workers, e = the cﬁicxency of an mdmdual worker and X = the capital
stock. The profit-maximising level of employment is then given by w=eF, 1(eN,X), where w =
the real wage. Only if the implicit labour demand function implied by this condition has an
elasticity with respect to the real wage exceeding unity, will a rise in e increase the number of
employed persons.

14 Letw, = the real consumption wage, w, = the real product wage, 6 = the tax wedge,

J¥ = the nominal wage, P = the price level, f = the income tax rate and 7= the pay-roll tax rate.
Then w, =W(1-1)/P, w,=W(l+7)/P and 6=(1+ 7)/(1-1). Hence w,=6w, and a
reduction of the tax wedge lowers the real product wage for a given real consumption wage.

15 1f w = the real wage, r = the share of the labour force in programmes, and u = the
unemployment rate, a transfer of openly unemployed to programmes (dr = ~du) increases the

Eootnotes -

! The employment schedule is negatively sloped provided that the ordinary labour-
supply curve is not more backward-bending than the ordmary labour-demand schedule. The

‘employment schedule can also be thought of as indicating excess demand in thc labour market,

mcasurcd as the ratio between demand and supply

2 1If w = the real wage, s = the rc-employm«:m probability of an uncmployed worker, and
a = other factors, we have in most wage-setting models that w = w(s,a) with '&w/ds>0. The re-
employment probability can be expressed as the ratio between the number of job openings and
the number of unemployed job-seekers. If g = the probability of a quit, N = employment, U =
unemployment, L = the labour force, n = N/L = the employment rate (as a fraction of the labour
force), u = I-n = U/L = the unemployment rate (as a fraction of the labour force), we have s =
gN/U = gn/u = gn/(1-n).

3 If, in addition to the symbols in footnote 1, H = the number of hirings and V' = the g
number of vacangcies, the usual assumption i§ that H = H(V,U) with3H[&/ >0 and JH [ >0.
For employment to stay constant, hirings must equal quits, fLe., HWV,U)=gN. If the hiring_
function exhibits constant returns to scale, and v=V/L= the vacancy rate, onc obtains

H(v,u) = gn = g(1-u), which implicitly defines the Beveridge curve in Diagram 2.

4 As shown in Calmfors & Lang (1993), one can under certain conditions derive that

- w = w(s,a) also in a2 mode! where participation in a labour market programme is an alternative '

to open unemployment, if s is interpreted as the expected probability to find a regular job for a

reprcsentauvc worker without one. Let, in addition to the symbols in footnote 1, ¢ indicate the .

search effectiveness of a programmc participant relative to an openly unemployed person, S, the

re-employment probability of the latter, and R the number of programme participants. We then
have s, =gN/(cR+U). Suppose that the proportions of ‘those without a regular job in
programmes and open unemployment are y and (1-p), respectively, Le., y = R/(R+U) and
(1-r)=U/(R+U). Then it ~ holds that s, =gN[[re+@-y)(R+U) or
s=pcs, +(1—y)su =¢N/(R+U). Letting r=R/L = the share of the labour force in programmes,
and remembering that now r+u =1-n, it follows that s =qn/(r +u)=gn/(1—n) in this case as -

well.,

S Note that I have 1mpllcnly assumcd that all programmc pamctpants bclong to the

labour force. T,

-6 Using the notation of the carlier footnotes, the hiring function for regular jobs is now:
assumed to be H(V,cR+U), where ¢ again measures the relative search effectiveness qf a

programme participant. From HWV,cR+U)y=gN, it is straightforward to derive the cquau‘on for:.




19 Sce footnotes 17 and 18. The point is well illustrated in OECD (1993a), where it is

shown that the unemployment-reducing effect found by Layard ef al. (1991) is no longer
significant, if aclive expenditures as a bmporﬁon of the wage bill is substituted for the Layard. et

al. measure of policy activism. However, since programme expenditures do seem to increase -

with unemployment, this alternative measure is likely 10 introduce a simultaneity bias in the

opposite direction.

20 In general, 1o the extent that cmployment reacts only with a lag to wages, the
simultaneity bias is likely to be less severe in wage than in un(employment) regressions.
Unfortupalely. there appears to be no early way of handling the simultaneity pfoblem. since this
requires finding instruments that shift the government policy reaction function but nof the
employment (or wage-setting) échcdulc. k

2l They can reject the hypothesis of a 3 percent earnings increase (over a 20-year

period), which according to a rough calculation would have been required for the social gains 1o
balance the costs.

wage if @, >a, in a wage equation written as w=a,—au—a, +.. . Alternatively, since
u=1-n—-r, where n = regular employment 4s a share of the labour force, the equation can be
written w = (a, -a,)+am+(a, - a,)r+.. . It follows that a, > 2, is also the condition for the
\’vage-scning schedule in our ﬁiagrams to be shifled upwards. If @, <0, a, <0 means that
programmes create more wage pressure than’ regular employmem. Two later studies, not
summarised in Calmfors (1993a) are OECD (1993a) and Ohlsson (1993). The former conforms
to the majority of earlier Swedish studies, whereas the latter does not find any significant wage

effect of increased programme participation.

16 The estimations are of the form Alnw = g, — B,u — B,k +... , where w = the real
wage, ¥ = the unemployment rate, k¥ = b R / wN = expenditures on active programmes relative to
the wage bill, b, = expenditures on programmes per participant, R = the number of programme
participants and N = regular employment. If we let b, /w ~1 and R/N = R/L =r, where L =
labour force, and r = the share of the labour force in programmes, the equation can be
reformulated as Alnw = g, - Bu— f.r +.... The equation is estimated on pooled time series
and cross-country data for the 1985-90 period, but separate g, coefficients are estimated for
each country. For most countries, the point estimates indicate that 8, > 8.

17 Heylen starts out from a wage equation like w = a, — au —a,r +..., as in foot-note
15, but where @, =0. It is then assumed that a, depends upon, i.a., the size of labour market
programmes. For instance, in one equation he lets a, = 5, + &y +£,4, where y = b,.r/b" u, is
the r_a;io% between active and passive expenditures, b, = programme expenditure per participant,
b, = unt;mploym'ent compensation, and 4 = a vector of other explanatory variables. Heﬁce
w=ea, - (a,, +Ey + E,A)u o This can be rewritten
w=ay~ (6, +&A)r +u)+ (s, +6,4-8pb,/b)r. The wage effect of a transfer of openly
unemployed to programmes (du =-a'r) depends upon whether £, +&,4 % &5, /b_. Since van
Heylen transforms the wage responsiveness parameter & to a variable giving the rank of
different countries, it is not straightforward to calculate dw/dr from his regressions.

18 A typical estimate by Zei}crbcrg is 4 =-013y-100 +..., where in addition to the
symbols in the earlier footnotes y = b,r/(br +bu). If we let b = b,, u = 7.0 percentage points
and r = 3.0 percentage points, we can derive du/dr = ~15 or dn/ dr = d(l— u —r) = 05, i.e., open
unemployment falls by 1.5 percentage points and regular employx;lcm increases by 0.5
percentage points when programme participation is increased by 1 percentage point of the labour
force. b,./b, >1 gives even more favourable employment effects. Layard ef al. instead estimate
it = 0137 - 100 +.,.., where 7 = b,.r/ uy and y = GDP/capita. Letting 5, / y=05 and u=70 and
r =30 as above gives du/dr » 067 and dnfdr = d(1-u—r)/dr ~ —033.
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groupes vulnérables dans les politiques
actuelles: les barridres légales ou adwinis-
tratives d'accés, les mécanismes J“écré-
mage', les contradictions entre différentes
mesares. Les procédures de discrimination
positive envers les groupes les plus vuinér-
ables semblent avoir égall t dvs incon-
vénients. Llarticle conclut que l'abolition
des discriminations existantes et 'tablisse-
mement de services garantis i toutes les
personnes sans emploi doivent étre préféres
a des mesures de discrimination positive.

2 Les résultats sur le marché du travail ponr
les bendficiaires? Les performances faibles
voire négatives des politiques menées sont
attestées par l'échec de recontrer los
besoins des personnes sans emploi ou du
marché du travail, ce qui se traduit par
exemple par une segmentation de Poffre de
formation (on autre) ou par d'antres
Jorimes d'imperfection y compris la stigma-
tisation des intéressés, Les remédes sont §
rechercher au travers d'une meillenre con-
ception des politiques visant particuliére-
ment les groupes  défavorisés,  par - une
application ~ rigonrense du  principe de
‘guidance’ et par le partenariat entre les
agences publiques, les partenaires sociaux
et les ussociations locales.

3 Les offets macro-dconomiques: les politi-
ques actives di marché du travail sont dans
Pensemble plus efficaces pour redistribuer
des opportunités de travail que pour créer
de l'emploi. Dans une situation d'offre de
travail excédentaire, on peut difficilenent
attemdre des mesures se concentrant sur
Poffre qu'elles restaurent Péquilibre. Par
conséquent, des mesures actives doivent
s'acce lavantage de  mesures

pag
structurelles.

Introduction

Our article describes a number of mechanisms
that cause inefficiencies and undesired side-

Josrnal of Espopean Sacial Policy 1995 5 (3}

effects in taegeted labour marker policies for
disadvantaged groups, It summarizes the
results of a gransnationat and multidisciplinary
~ though still explorative — research project
comunissioned by the European Commission's
Third Poverty Progranume. . The *poor’ as a
target group are very sensitive as a touchstone
for evaluarion, because of the gap thar separ-
ates them from the average job secker whose
needs are mostly used as a yardstick in the
design of policies)) Our study is focussed
mainly on five EU-member states; Belgium,
Denmark, France, Luxembourg, and  the
United Kingdoin. It is based on case studies
and a literature review. '
Throughout this article, we will make flex-
Mf.,.‘ use_of Jerms such’ as” ‘poverty’; - “dis

advantage’, and “sicial’ exclusion”.’ Generally 4

speaking, we refec 6 “the poor as individuals

¢"and groups whose material; éiltural and social
L

resources are so_limited as o exclude: them
from. the minimum acceptable way o dife in
the: country Wwhich ¢
-given by the Council of the European Com-
munities *in . its © Council . decision of 19
December 1984). The more recent shift in ter-
minology from *poverty’ w ‘social exclusion’ is
essentially meant to emphasize  the multi-
dimensionality, the duration, and the struc-
wral causes of poverty, However, in a policy
context, one has to acknowiedge the gap be-
tween the theoretical definition of concepts
and their operational use. Target groups of
policies, or administrative categories, are never
detined in such a holistic way as 1o represent
exactly the *poor’ or the ‘socially excluded’.
Moreover, it is indeed useful and necessary to
consider the poor in connection with related
sacial groups (for example low-skilled or
fong-term unemployment, minimum incume\
recipients, school dropouts, workers in the |
secondary labour marker, single-parent famil- 4
ies, disabled persons, and migrant workers) %
because these are the cacegories targeted by
policy makers and with which they cither over-
lap or compete on the labour marker.

Our analysis is confined to policies aimed to
(redintegrate unemployed people into the reg-

o
e

y live (see. the definition 7

- ——— s 00§ 8 bt 0
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ular labour market, leaving aside, for example,
preventive actions to maintain jobs, or policies
focused on the upgrading and regulation of
working conditions. Within the {relintegeation
strategies, we concentrate on selective pro-
grammes targeted at disadvantaged groups,
but we also consider general programmes as
far as they are relevant for the poor. The analy-
sis covers a wide range of actions, including
(prejvocational education and training, re-
cruitment  incentives,  dirccr employment
programmes, ‘social economy initiatives’,
orientation and guidance, as well as all kinds
of mixed programmes.

The expected cconomic effects of targeted
labour marker measures can be roughly classi-
fied into three categories: o

1 distributional effects: does a measure redis-
wributc emplayment in che right direction?
To what exteat is the target group covered?
What-are. possible “side cffects’ for other
groups?

2 labour market outcomes for heneficiarics:

does the measure enhance the employment

quality of jobs fo

t group?
-economic effects: can one observer
effecis on"the general level of unemploy-

ment, wages, the government’s biidgee?

oy

ordered accordingly.

Oug discussion of pitfalls and ditemmas will be

1 Distribu’kti'onal effects

From a distriburional point of view, the so-
called Matthew effect;? or the *law of perverse

distribution’ is o well-known phéiomenon in
the literature on social expenditures (Deleeck,

et al. 1983). In the context of fabour arket

policy, it “refers for example 1o the over-
representation of young, short-term, highly
skilled job seekers in training programmes.
However, this phenomeniishouid not be con.

L okme e .. . 3
“several Tens of thotsands | of unregistered

sidered as a religious, nor as a social or natural
laws i is also the consequence of wrong policy
design., and hence, can be voided.

Legal and administrative barriers to entry

A first possible explanation is that the most
disadvantaged groups are almost by definition
ot eligible fur participation in mainstream
labour market programmes (such as wage sub-
side schemes, encerprise allowance schemes, or
training). Most progeamunes are confined
cither to registered unemployed people, or
even in sonie case to those entitled to unem-
ployment insurance benefits. in Belgium in
1993, only' 475,000 individuals who were
‘remunerated full-time unemployed actively
geeking work” had access 10 programmes such
as Guidance Plan, Youth Recruitment Plan, or
the Enterprise Allowance Scheme. Therefore
312,000 other - registered — unemployed
people (including those part-time unemployed,
disabled people; mini mcome recipieiits,
other unemployed not enfitied o benefits, and
the unemployed aged ove 30 who are auto-
matically ‘exempted” from control’) had n
access 1o the programmes — quite apart from

unemployed people.? -
Governments and administrations have an
obvious interest in narrowing the definition o
snempldyment, wid indirectly, in_setting arti
ficial boundaries 1o the labour W
differences “between afficial “Cowiies and the
Labour Force Survey, which uses the inter-
national Labour' Organization definition of
unemployment, are somerimes substantial. An
estimate for the UK (based on Lawlor and
Kennedy 1992) is thar the number of people
looking for work but who were not registered
in the official unemployment counr, over the
years 1984 to 1991 averaged 841,000. Policy
makers should realize that in this way they
tend to reinforce the exclusion of marginal seg-

ments from the fabour imark
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Recipients of @ minimnm income guarantee
AMEG) are a pacticularly valneeable group in
this contexe. In Denmack as well as in Belgium,
they have no access 10 mainstream labour
mirket progeammes. Single parents in the UK,
the long-term unemployed (LTU) classified as
“disabled’ in the Netherlands, and the older
unemployed in Belgium and France ace other
examples of disadvanmged groups that are
considered as being ‘out’ of the labour markes
in some countries (yer not in other countries)
and therefore ineligible (or eligible only as an
exception to the norm) for programmes
designed (o combae exclu

and
socio-cconomic profiles of these groups indi-
care that many individuals from these groups

live in relative poverty,

Creaming off: the false dilenuma between
rquity and efficiency?

Sibitle and Verdié (1992) carried out a detailed
case study of the French AlF-scheme (Activns
d’Insertion et de Formation). This scheme is
targeted specifically ar the long-term unem-
ployed (LTU) and within rthis category, those
designated as priorities were: people who had
been our of work for a very long period of time
(more than three years), the over-50s, and
people in unstable situations, such as those in
receipt of a minimum income allocated for in-
tegration purposes (RMU~ Revense Minimum
d'Iusertion).

The study reported a large percentage of
people not officially entitled to benefit from the
initiative. Among the five départments studied,
the most “dynamic’ department can boast the
greatest number of prople who should have,
been disqualified from ati ¢
they had been registered for 106 shorr a-time
with the employment ofi& {one w two); it
also had the lowest percentage of *over-50s' (5
per cent) and the highest proportion of ad-
vanced training course (for more than half-of
the trainees),

tasrnal of Ewropran Social Policy 1995 5 (3)

"2 ceeruiini

The evaluators identify a number of explicit
as well as implicic mechanisms. thac explain
this bias. The officers from the employment

agency themselves claim their selection” pro-
ittt
cedures are b

given to people who
d” and
v mind, 35 théytare thouglit to°
havet miployment prospects. after
participation). Or then again when the
officers choose people fram the short-term
unemployed category, they feel they are
helping the _people o avaid 'joining the
! Jong-tern loyed later on®

army of long-teem unem

3 ‘humanitarian | be i
possibIE 1T 1o ulloW Someone 1o partici-
pate in a scheme i)n‘tliéﬂg[p%ul]a;_ﬁtlm’l_ he or
she'hiag wot been out umrfiﬁllﬁxenoﬁgll

Another possible criterion, one. that is less
explicit, is based on the face thac the AIF io-

itiative includes on-the-job training and the

credibility of the employment sexvice officers is

R emreshere 4 e
“at'stake in the Tyes of the employers to whom
the officials might be induced 16 propose
candidates later on (this primarily concerns the
employment offices). It is therefore tempting 1o

select erainees who are most likely o be.

employable, who already have some skills and
have not been out of work for o long a
period.

Training bodies that are awarded.the.!qualz..

ity clause’ by the public employment service
iititled to larger subsidies and sometimes
the clause is conditional upon the number of
trainees thart find a job immediately after com-
pleting a scheme. It is obvious, then, that this
criterion does not encourage the  training
bodies . (who in many. instances select the
trainees  themselves) to- pick  unemployed
people who are the most disadvantaged and

i,
are ¢

" those who have been out of work for the

longest periods of dime.

Similar funding rules are applied in the UK,
where the large programmes of centrally
funded raining (Youth Training and Employ-

i
{
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mene Training, now called Training for work)
are delivered through local Training and
Enterprise Councils (TECs and LECs). Their
Lunds are guie deliber:

Bt theycan deliver {our ;
specifically qualifications and offers of employ-
ment; they are therefore implicidy encouraged

to sclect and ‘favour the bewer qualified/

adjusted and spend Tos8 Bi The Rioe exclided™

IV FeBHaRy 1993 Tiew Contracts proposed by
the government to TECs were aimed to cur the
length -of ‘training for the long-teem unem-
ployed . (from' 26 weeks to 14 weeks) while
demanding thac more of them are placed in..
jobs (the outpur related clement averages 20
per cent, the Deparmment wanted to raise this
to about 40 per cent). This time the employer-
led bodies which- deliver government training
schemes in' England and ‘Wales said explicicly
‘they will -be forced to *“cream off" those
eople " mose. likely -to - get work. or qualifi-
wtions' (Financial Times 712/93).

Even withour explicit funding arrangements
based on.short-termn input, -simple Inccrgre_jr&nr
ratios (after six:months, for example) are snll
very comm(:gly usul to cyn!nnnﬂggp!,‘m;w acket :
plogrammes :ﬂlcy used to be requested as key
parameters™"inthe - evaluations ™ of - ESE-
cofinanced : programmes i;for youngsters and
long-tern ployed in"ali ber: states, >
Yer the evaluation studics produced some: evi-
dince thar *absolute’ placement rates may be
seriously - binsed=as, a- pecformance: critegion
applied  to . provisions Tor  different target
groups. One of the key conclusions of the Bel-
gian study (Nicaise et al: 1995) was. that in-
itiatives targeted on- the most disadvantaged
groups are, whena considered in ‘outpur’ terms,

H
H
H

i

i

i
i
4
H
i

; effective and often more so than other kinds of |
measures. For example, pre-vocational train-_
bt

less successful.in helping people back 1o wark,

- 2
than - other . measures, However,  in ‘valucs,

added’ terms (differences in placement rates;
between . beneficiaries - and non-beneficiaries
with. the same characreristics), the initiatives
for disadvantaged peaple trn out to be highly

ng schemes for the least skilled showed place
ment- ratios (six months. after  the - scheme

* aceess 1o the Tabour marker, espec

dround 40 per cens unly, compared to 4 65-80

per cent range for more advanced training
courses. However, the 40 per cent result of the

pre-vocational training schemes meant a doub- -

ling of the employment probability for their
(disadvantaged) targer group, which in relacive
terms is a better performance than the one

reached in the advanced courses, aiter allow-

ing for the trainees’ personal characteristics,
Besides their expression in relative terms
(with comparison groups), genuine ctficiency
criteria should also involve a dviamic perspec-
tive, On the cost side, they should ke into
consideration, isatly g'd
groups, the le to_gain
ally under
itficult economic conditions. On the benefic
side, on the other hand, one should  take
account of the fact that disadvantaged job
seekers (in the absence” of intervention) are
facing alonger expected duration of unem-
ployment, and hence the expected 7 -
placement is much’ Wighet 16F cateparies ar risk

than for the average unemployed person. In

gth of

other words, the placement of disadvantaged
e A

persous is worth {iore, in terms of So¢iEl Fost:
benelit analysis, than the ‘easy’ placem
job"seekers from stronger gronups. From this
perspective, - the . whole  equity-efficiency - di-
lenna as it is perceived so far by many policy
makers and administrators. in this area looks
rather. short-sighted. and. may well be a false
one indecd. This issue has been acknowledged
in textbooks of labour economics (for example
Layard et al. 1991: 473-75), but apparently, it
is still not applied in practice.

Incousistencies between measures and
‘reverse substitution' '

-
I a context of targered dabour marker policies,

ally.__interpreted
of the *normal’ qu
mechanism, Whereby individuals from dis
vintaged Froups ger acly employment oppor-

Jourmal of Enropean Social Policy 1995 5 (3)
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tunities that would otherwise be opened for
better situated job seekers. With reverse substi-
tution, cmployment opportunities are diverted
from those at the end of the quene towards
more privileged groups, and poverty actually
increases. To illustrate the real danger of such
effects, consider the discussion about ‘pre-
ventive' versus Ccurative’ policies  vis-i-vis
long-terin unemployment. The problem is par-
ticalarly wpical in Belgium, where the regional
governmeiit "of Fiiders” has taken several
measures in favout of the mose disadvantaged
o e

_ groups, whereas the Tét

action, are (remporarily) excluded from the
plan. In December 1994, criticism of these
inconsistencies persuaded the Minister of
Employmenr of the need 1o harmonize differ-
ent types of wage subsidies.

A similar problem has been noticed in some
northern  EU-member  states, with  ESF-
interventions focussed equally on youngsters
(‘LESF-objective 4') and LTU (‘objective 3'),
with a ceal danger of reverse substitution at the

expense of LTU. This danger was accentuared )

By the fact that the Telatively well-educared
wployed

1o some exie
example, the Flemish We

Werk actie {*hack

to work’ action) aims to reactive long-terin
unemployed on a voluntary basis through a
{combinmiun in counselling, training and work
experience measures.5The federal *Guidance
plan’ interferes to Some extent with this
scheme by providing (compulsory) extra assist-

ance to_the ‘almost LTU’,

“ling, training and wage subsidiess [
tlieToiitexr of very” sh economic growth
and upsurging youth unemplayment, together
with the abolition of military service, the feder-
al government launched a Youth Recruivment
Plan (YRP) with wage subsidies for oungsters
after six  maiths-sfimeniplo

-wapt subsidies are n arly uncondition
MHETBTE Wefeaetive thiis The éxisting recruit-

ment incentives for LTU. Whereas the Youth

Recruitmene Plan has had an uncxpected

ésc
and

suceess, labour marker analysts fear thac

resources and  opportunities are, to some
extent, diverted away from the hard core of the
unemployed, Since the start of the YRP, within
six months, the share of vacancies reserved ex-
clusively to youngsters has risen from 6 to 36
per cent (Holderbeke 1994). Moreover, sume
of the most disadvantaged among the unem-
ployed youngsters, those who are not entitled
to unemployment benefits, have no access o
the YRP; even young LTU who are entitled to
benefits and who had the opportunity to get
some work experience in the Weer-Werk

Juiunal of European Social Policy 1995 5 (3)

Ansufficient supply and within-group

are often discouraged by previous

poor employment expectations. As the budgers ©

for objective4-wete cxlisiisted more quickly”
than those for objective 3, a tendency to shift
budgets from LTU to youngsters was observed
in some countries.

substitution

To explain the relation berween insufficient
supply and substitution rwithin a target group,
let us consider a simplified (theoretical) case:
suppuse that a new job search assistance
scheme is targeted at the LTU, bur that, due to
budger * constraints, curcent resources are
merely reallocated to assist half of the target
group (selected at random) more intensively,
instead of serving the whole population in a
usual way. In this sening it can reasonably be
expected that the flow of vacancies to the LTU
remains unchanged. It is obvious thar the
employment probabitities will be merely redis-
tributed within the group of LTU: beneficiaries
will improve their position, whereas the pos-
ition of non-participants from the same target
group deterioraces,

To our knowledge, the concept of substi-
wtion within target groups Fias been reco
mized " but  never m d”

However, obvigiis cases of within-group sub-
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stitution have been observed in some manda-
tory programmes. In the UK, it has been
argued that changes in legislation which were
designed 1o ensure thar young people (aged 16
to 18} are either in education, or in employ-
ment or vocational training have resulted in
numbers of young people becoming homeless
or otherwise marginalized, JThis is because
income support was withdrawn from those
aged 16-18 unless they were repistered as
attending 2 Youth. Training (YT) scheme
(those in employment receive wages and those
in education are assumed to be supporced by
families). Since there was a shorefall in pro-
vision of YT places this left a number of young
peopie with no income. The number of places
for YT fell from 389,224 in March 1988 to
274,000 in 1993. It is estimated that around
50,000 homeless are living in London alone
and about 150,000 youngsters become home-
less each year (The Guardian, 1 June 1994).
There has been an attempt to ameliorate this
situation recently by changes in the rules on
income support payments, but the basic sit-
ation remains unchanged,

Similar drawbacks have been noted in the
Netherlands with the introduction of the
Youth Guarantee Act (JWG ~ Jeugdwerkgar-
antiewet) in 1992, which caused the exclusion
of thousands of youngsters from social security

due to a lack of (suitable) provision, and in_

Denmack, where the most vulnerable unem-
ployed lost access to AMU-training courses
(AMU-==Arbejd kedsuddannelse *Labour
marker education’) due to insuificient supply.

Positive discrimination has drawbacks
too

There are many examples of exceptions 1o the
normal eligibility criteria for programmes,
which result in a form of positive discrimi-
nation: for example in the UK exceptions may
be made for women who are returning to econ-
omic activity after child-rearing, for recently
released prisoners, for people with disabil

'3

i PR

gy

for people recenty quitting the armed forces,
for those with difficulty  with liceeacy or
numeracy, and in other special cases such as in
areas with large-scale redundancies, ln Bel-
ginm MIG-receivers with the status of “head of
houschold’, and those under 25 years of age

enjoy priority treatment in some cases, while in

France there is a geneal category ol exem
(o7~ those expericncing probleins™ wit
clision; 15 Wéll s ~priority starus foi those
TEmployed for longer th
MIG-recipients Who h ecn unemployed
for more than one year, “for unemployed
people of over 507 dni-for people with dis-
abilicies, "~
“While there are clearly examples of good
practice aimed ar positive discrimination, one
yuestion which must be asked is how far these
priorities are substantiated by objective studies
of the reluive disadvantage of different
groups. For example, in many couniries, eligi-

bility for labour Tagrammnes s closely

S Aeliepisode ol unemployinent begins a
“hew time period, so a person who repeatedly
leaves the unemploymenr register, perhaps
undertake short spells of seasonal work, will
never reach the duration threshold which
provides access to a scheme. In other words,
intermittent workers with an equally long
TRemployment experience are implicitly dis-
criminated against by the mere definition of
unemployment duration. This amounts to a
special case of ‘within-group substitution' or
even ‘reverse substitution”,

Anothér Gestion S How well the rules are
publicized to employers as well as to the popu-
lativn groups who would benefic most by
taking advantage of them, It must also be ac-
knowledged that Jetailed priority rules tend to
make legislation and administration  more
complex ~ sometimes even incoherent — and
thar in some case are.rather.designed. for

Do

5 of demand management than for

oy

social reasons. As a consequence, the
“Tening>Whtiher . positive _disérii
encourages-undéfutilization or indeed
targeting of measures. e

a berter

Joussal of Exropean Sucial Policy. 1995 § 13)

liiked to the duration of one’s employment
N mplo
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A tinal drawback of positive discrimination
is the nsk of stigmatization of bencficiaries.
This implics Tt RdleR Tandicaps are rel-
egated o employment servi

or to employers
by the mere facr of *benelicting' from a special
progeamine, For example, in Luxembourg, the
beneticiaries of the RMG - (minimum guaran-
teed income), reccived, during the fiest years of
implementation of the law, an introduction
card to rhc unpluvmmr H(.rvu.cs culourul dif-

léss to say, this scheme pruvud o be highly
discriminatory. It has, in fact, since been abol-
ished.

2 Effecrs for the beneficiaries

A number of recent evaluation studics of sclee-
tive labour marker policies have pointed ar
poor, and- sometimes even zero or negative

tergidrd-Niglsen

:
‘would be tempted to actribute the canses of the
faiture of the tacget group or to the concepr of
the measure “Yet there is some evi-
dence of poor implementation or management
of the measures, which can be avoided in the
future,

Mismatches between provisions and

IILL'(IS u/ dlsnduautaqed groups

In Deamark, the mandatory trai Courses
for long-term unemployed people within the
framework of the job uffer scheme have been
subject to much diséussion in recent years. Not
more: than 13 per cent of the participancs
appear to Kave a | b within six.months.after
leaving the@
According to Jenseier al. V(l‘)92
ment effects of the courses are even negative,
compared with a control group of non-
participants with the same profile. Westergard-
Niclsen (1993) found. positive effects for

Jemrnal of Ewropean Socul Policy 1995 5 (3)

employed participants in AMU-courses, while
the same courses yielded negative employment
results for LTU, Among the many reasons put
torward, one possible explanation is a mis-
match berween the scheme and the needs ind

basic skills such™as incmcy and numeracy, o

FETU T the Sirvey By Tlnulu\v
5923, about 25
@Jc .md th.u lht.

abihines ]

er with the wrurrk rhcy were supposLd to
do. This in i céaiised” démutivatioi i the
tt of many bencficiariegt™~""""

There is surpnsmgly lmle emplncnl LVldEnLC

Converge unAlhc fullowmp,‘puuns. Some lung-
tecm unemployed have had problems ar school

and their fear of repeated TilUfe ¢an prevent
them from teending courses. The best way of
overcoming  this problem s’ that - training
courses match the qualifications and stimulate
the self-confidence of the unemployéd (il
‘than making them compulsory).

One shortcoming of many training schemes
is that they are too short for groups wl .uk

basic work attitudes. Or in some cascs, prc~
Gualifying Conrses exist but are not linked to
sul)scqlu.nt stages. of n'.umm, so that the pro-
S5 STOPS halfway,

Training is generally considered as an invest-
ment with an uncertain outcome. The *costs’ of |
this investment on the past of the unem oned
fiay be threclol

i s

1 direct material constraines, like the tinan-
Gl cost (for example: (ranspors, e
€, material) or simply théabSénce of T

cilities to respond to these practical prob-
lems

ss; participants have
e or reduce their job s

hence are increasing their expecred unem-
ployment spelt in the shore mn. Palicy-
makers should acknowledge that neither

1

I

ch
activities while II\Ly attend courses and

e g
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the direct material costs, nor the indirect
costs can be borne by poor participans: in
other words, adequate  remuneration of
participants is an essential condition of
success

3 it is also necessary to n:nmvu the psycho-
able

lu;,l al constraines, in” ordér e @
incmployed people 1o pasticipate in pro-
grammes  and  achieve  good  results,
Obstacles such as a_negative self-in 11.,&.'
t“fr‘mﬂ'ulure -

king pro-
vision with- social assistance in a holistic
approach. Also, pusitive support seems o
be a- better incentive than pressure and
sanctions,

Some of the most disadvantaged unemployed
people (older, totally unskilled, long-term
nncmploycd p(.oplc.) are less keen to partici:
pate in training than the average |ob seeker.
For them, lr'\mmg is not
strategy. 1
cetUrn on training is lower — for meplc fur
reasons of age or former school failure ~ or
when the financial need is so urgent that it does
nor alloW="for “postponed  incomes, direct
employment seems to be a better response in
the short run, possibly supplcmcutcd by train-
ing in a second stage. This justi
local unplnym it
led "sacial Economy projects’, which
give pnomy to (non-profit) employment over
trainin

Cunsldu’ltmus of this type have induced the

Danish government o modify its job and
training offer scheme through a diversification
of services, with different options ar each
stage. In this way the pressure on the manda-
tory scheme is also mitigated.

Mismatches between provisions and
needs of the labour mar/u:

There are d|fferem, yerall unnnsfncxory. ways
of measuring the degree of 1
p“)VISIUﬂS 1nd n

_initiatives tend to

pm;,r

dence b

t {which used this method) of
the Flemish public training agency revealed a
‘complete non- -eorrespondence .
per - cenr Tor Vocational  tra ning  courses,
Although these figures cannot be compared to
simitar seudies in other countries, they do not
seem very uncomimon since on the whole, these
courses- appear o be faidy effective (see
Bollens and Nicaise. 1994).

Despite  the  difficulties  encountered  in
mclsurlng the phenomenon of (mis)matching,
there is much “anecdotal’ evidence of pro-
visions for disadvantaged groups being geared
towards weak I.\buur market segments, This
applies 1o "training "as well "is job éreation
pm]cc(s, especiatly in small scale, local initiat-
m.a.

“ThE cconomic potenti
of this sort i

tor uf(cn Tun agruund
because o cnmpc ition and the resistance of
compainies active in the sector in question. On
the other hand, new economic secrors (high-
tech  industries, * inforaation technology,
electronics “and communications) are  still
underdeveloped in Europe and they ire often
beyond the reach of local initiatives {because
of a lack of expertise, prulcssxunallsm and
funding on the part ol the i msngamn of the
schemes, plus (hc inadequate qualifications of
those taking part in the initiatives). Thus, local
ell in areas that ire

projects in [:lln)pL hmv rhnt a b()ud number of

them tend 1o offer training or employment in

wraditional acrivities such as r -Lyclmg, clearing
ot

and renovagion, .uduuu estaration, neigh-

bggrl\o()d services, prum(mng local pruduus,

or activites carried out in the context of f'lrm

Journal of European Sucial Policy 1995 51(3)

10} of 30=40..

%8



208

IDES NICAISE ET AL,

The choice of offered activisies may also
have an impact on the Ananc tuation of the
projects — as-illustrated in the
ofs6cial rkshops® in Flanders (Vanhuysse
1992} poor outcomes (in linan-
cial terms) in some local projects are not solely
attributed to the personal characeeristics of the
targer group but also o poor managenient,
lack of experience, and™ 3 indppropriate
choice of proposed activities (like gardening,
uwifii‘cunnce,’rbcyc!illg“alcti\?iﬁcs, and subcon-
tracting) whereas activities within the: indus-
teial sector bring beteer results.

Inappropriate funding methods may them-
selves affect“The wrkerzoutcomes of

provisions. A study of ET (Employment Train-
ing — now “Training for Work') in the UK by
Alan Felstend (1994) indicates thar this pro-
gramme is largely inclined to provide skills
which are not in.much demand - paradoxi-
cally, due 1o the owpur related funding of the
C

local teaining companies (T}
When the cost per outpus.in.s [
Eons 1 and engincering teades is i
the TECs have more economic incentives fo
it low-cost arcas such as dleri-
‘ . Thiis will resu
relative excess supply of th
A second &) ence”is that traj

viders are being segmented into providers of

specialise (Colleges of Further Education or
dedicated workshops) and large providers of
tow skill trainecs.

~ Ségmentation and sidetracks

The recent movement towards decentral-
ization of c¢fforts and resonrces aimed ac
combating unemploymene may have made it
possible in many cases to differentiate the pro-
vision and to respond in a more effective way
to the needs of the more valnerable groups of
unemployed.  Nonetheless,  his tendency
implies, to some cxtent, a risk ol reproduci
the existing segmentation of he

fournal of European Socal Policy 1995 5 (3)

evaluation study”

marker. There are
disidvantaged candidates are put on sidetracks
which in ¢

All three types of providers have their ‘
strengths and weaknesses. However, in some vf
. cases, unhealthy competition leads to discrimi- ~ |

“Training i
among, three diffEERT types of providers; .
Pt -4

examples where the most

or another cur off the w.
narker” T
kets are typically splir up

ay to

employers or social partners are mainly
interested i ipdatig o renewing skills of
their (potential) employeds ‘according to
the changinig nigeds 6F the labour market
pgbﬁgwq_glplgy 0t apencies cover an inter-
mediate held: theic primary aim s 1o
reduce unemployment by retaining job
STERETE = Thus i a bétie match
nveen labour demand and Supply
inally, local no it organizations offer
training  prog that reflect e
SpEtiliey dsot~disadvantaged groups,
needs of the labour marker,

rather th:

nation against the private non-profit-sector,
which then faces problems of insecure and ir-
regular funding, and hence, a higher turnover
of staff, discontinuities in programmes, weaker
management, and poorer outcomes,

i

[

Similar segmentation processes can
served among Jocal job creation
where again thrsimode

be ab-

can be distinguished;

‘work expericnce ini s ' offering just a
WCpOTATY ol ibined with on-
the-job teaining, with a view o weansferring
ihe workér to the regular fabour market
within a well-defined time limit. The ‘enter-
prise d'insertion’ in France are the typical
example

*social |

Iraly)
I"basis,

etherlands, Flanders,

Pt - X
Geemany§ chac work on a non-profit basis,

offering permanently subsidized jobs to the

N

ob Sk

least ‘employablej

Crs,

e E o

“eases CES contracts are followed by
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Every type of initiative seems to respond to the
needs of a specific subgroup.” Bur social 3
workshops, which depend more heavi ¥oon
subSidies, "tend to become more vulnerable
themselves when tlw'subsidicf?’rﬁ?ﬁfdﬁm YT
A¥ ;l'conséquéﬁcc.'(hc:r’podrer CLONOIKL per-
formance tends to be wansterrad i the target ™
group™aiid to act as a self-fulfilling prophecy
thus indeed timiting the Wability of parri
pants towards the regutar labour market (see
the section on stignratization below).

Dead ends

The solidarity for work (CES —~ ‘Contrats
emploi solidarité® contracts represent one of
the major instruments of abour marker policy
in France (660,000 contracis in 1993) offering
half-time jobs for a limited time in the non-
market sector (including a training offer in
some cases) to the valnerable unemployed (like
LTU, MIG-receivers, young unemployed with
no vocational qualification). While this instru-
meat represents a first offer of integration o a
lacge number of people suffering from social
exclusion, it has to be noted that for a large
group of the participants, this does not go
beyondaa teporary solution. In oo many
a new
iperiod of redundancy. A regular work contrace
‘as a result of a CES contract is certainly not the
rule,

The problem with the integration of disad-
vantaged groups in public employment pro-
gr is also recognized in the Netherlands,
namely in the ‘labour pools® (banenpools) for
the LTU, as well as in the Flemish ‘back to
work® programme (Weer-Werk), and in the
Luxembourg ATI-Scheme (Affectation Tem:
poraire d'Insertion) for MIG-recipients. In the
present contex of mass unemployment, rem-
orary jobs in non-profic activitis nocmally
nd  with backsliding into unemployment,
yielding at most a renewed coneracr with the
Jabour marker and a reactivation of job search

oA relucr

activities. On che other hand, the discourage-

ment ar the end of the caployiient period s all

the greater:

It would be worthwhile examining whether
such work  experience programmes  would
viehi more stable employment in the private
sector. But in many countries there seems o be
nee on the part of policy makers 1o
the profic sector
seckers, mainly
and  displacement

] ng disadvantaged job
for “fear of substitution
effecs, A TEVHIRTNRT Sems to canerge here,
berween ‘additBRANG and ‘integration in the
repular §i arker', The principle o “ul-
ditionality’ of job creation programmes s
indeed sometimes operationalized through the
deliberace creation of separate employment
circuits, well outside the regular  {abour
market, but possibly with fewer prospecis of
stable contaces, I che light of the above
analysis, this approach would need to be
reconsidered: if ‘additionality* implies further
segmentation of provision, lower transition to
regular jobs, and hence, less stable emplay-
ment results, it would perhaps be preferable o
accept more substitution,

Cuarousels

This mainly refers to the idea that different
arms of the administration may attempt o
shift the responsibility nemployed clients
from oneé ¢ ) Esir
their casts, reduce their degree of responsi-
bility,"6r "achieve administrative tacgers takes
precedence over the needs of cliems. As a
vesulr, the effect of integration programmes is
sometimes Véfy“temporary and does not imply
any long-terin “progecss on the part of the
beaeficiaries.

In Denmack there are examples of carousels
in the Job Offer scheme, and in the employ-
ment projects run by the municipalities, MIG-
clients are employed just long enough o
render them eligible for the (nationally funded)

Juwrad of Evsopean Social Palicy 1995 5 (1)
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unemployment insurance  scheme. As  the
income nuintenance of the ed unem-
ployed people is expensive for the municipali-
IiL‘S.§ g g
_ﬁmﬁm inteprate
make

s the unemployed
become eligible, they are o longer entitled to
benefits from che social assistance syscem. In
this way past of the measures are managed to
seeve instivutional interests, which results in
“thé tinempl siished from one system
to another,

be the temporary work programme designed
im move clients from: social assistance back
{into social security (art, 60#7 of the law on
social welfare centres). This is illustrated by
some striking findings from an evaluation
study carried our by Van de Velde (1990);
cetrospective interviews with 173 individuals
who had participated in the scheme three years__
carlier reve that nearly Al 6f them had
findeed pained access: to unemployment in-
surance. However,  91.5 per cent had falien
back into unemployment immediately after the
scheme; 61,4 per cent were uncmployed at the
time of the interview, while 48.5 per cent had
cemained uncmployed for the whole of the
period following the scheme. Those who did
fall back into long-term unemployment run the
risk, of then being excluded from unemploy-
ment insurance, and having to return to social
assistance. Two_important reasons for these
poor results were the aBSEREe o training offers
tonly 5 per cent had avfénded aTormal teaiming
course) and the lack_of guidance and me-
diation. As a conséquence of these findings, the
scheme was reorganized so as to include train-
ing and a guidance for all participants, A sec-
ond evaluasion, three vears after the reform
(Wouters ¢ al. 1994) revealed that fewer par-
ticipants (42 per cent) had fallen back to
persistent unemployment despite the economic
recession of the early 1990s. In a third phase,
the scheme was again improved by including
intensive guidance and counsetling services,
In Luxembourg, another kind of carousel is
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micipal provisions are used,

observed by field workers, who call it *social
aining tourism’. Among _young people

aking part in initial vocational training in
1990, 30 per cent had participated in one or
more programmes before; and 60 per cent had
at least one job before with an average employ-
ment duration of more than 20 mondhs, Only
24 per cent of pasticipants had had no work
experience and no training.

. - . - Stigma effects
In Belgivin a similar caroused is thoughe ¢o s 8 ” 7

We talk_about stigma effects, in the narrow
sense,€ when - hidden  disadvantages (like
dependciice on MIG, poor socio-economic
background, criminal record, previous drug
addiction) are revealed 10 employers by the
mere fact of ‘benefitting’ from a programme.
Stigmatization in" the broader sense implies
that ‘visible' disadvantages which are usually
ascribed to a graup (like long-term unemploy-
ment) are reinforced ar the individual level by
participation in a programme.

Following a:study by Burtless (Dayton,
Obio; 1985) on the éffectiveness of a trargeted
wage subsidy {intended to increase the employ-
ment of MIG-receivers by offering employers
reimbursement for part of those - worker’s
wages), job  seekers given experimental
v%g,lggwigcnEi:ﬁ'ﬁiiifg“fl'h“é'irﬁﬁ“érﬂployers:.l f{[f—
gible Tor o geiitois Wige subsidy were signifi-
cantly less likely to find employment than were
similacjob seckers without vouchers. .

In_Europe, a risk of stigmatization appears
to be assacinted with mandntorngggﬁllnxlles.

4 ellilel
In Denmark, oné of the reasons for the nega-

tive performance of the training offer scheme
for LTU ~ besides possible mismatches be-
tween provision and needs - is said to be the
rather bad repurtation of the scheme among
employers (Aakrog et al. 1991). Negative
employment effects were also found by Dolon
ef al. (1993) for YT, the Youth Training
scheme in the UK, which is a more or fess
‘mandatory scheme as well. They suggest that
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stigmatization may be the main cause of this
disappointing result. Other Bricish studies
{Whice and McRae 1989) have pointed to the
stigma effect of YT, although. it is very difti-
culty to prove. However, if the results of these
studies are correct, job-participation in the
scheme may in some cases bes

ECiiise14) it would signal
to employers that one is ‘better' than the par-
ticipants and (b) it would leave more time for
job search. T

3 Macro-economic impact

A well-known factor reducing the ner impact
of a labour marker policy is deadweight, Dead-

peesons). They found de

adweight effects of 54—
38 per.cenc.fpr, wi

mate for eraining appears to be consistent with
other studies (Bassi and Ashenfelrer 1986;
OECD 1993). Bushell (1986) cvaluated 4
Brivish scheme oFWage tibisidics o employers
conditional upon the recruitment of LTU: he
estimared the d cadweight effect ac 63 per cent,
De Koning et al. (1992 measured i elfeet of
barely 40 per cent in a similar Dutch scheme by
means of econometric analysis, A sub-pro-
gramme of the Durch scheme, targeted at very
long erin unemployed and eshnic inoritics,
was éven found to_have no deadweight loss ac
all (de Koning et al. 1993, Waod and Hamilton
'm@njwiﬁﬁﬂlf'"i;“"@mp?}mﬁfﬂ( deadweight in a
study oo Jabseart, a wage subsidy paid w LTU
for accepting a job within 3 months. As regards
direce employment schemes, few comparable

/

weighe effects refate to the Tact that the jobs
filled by beneficiaries of policy measures are
nor always - ‘extra’ jobs created by these
measures. In other words; in the absence of the
measures these jobs would perhaps have been
created as well, e.g. simply due to an increase
in- demand.” Deadweight is often’ mentioned
together with substitution {see Section 1) and,
according to the definitions used, it may or
may not encompass substitution,

Deadweight effects are extremely difficult to
estimar irically. EstimAtés Cai~be made
“Ciitiervin macio-ctonomerric _studies that
include ~besilles ihie hiumber of benghicia
the progrii ¥

MEs concéned — all'otha

variables, (growth of GDP; WIRES,

”ch“ﬁcigs);rurfvi;‘f":ﬁvey's‘"aimhﬁg'éi'i)-j

Although the lattérare less sophisti-
cated from the theoretical and merhodological
point of view, they sometimes yield more re-
liable results, A noteworthy example relating to
disndvantaged groups is the study by Ameels et
nlhtggﬂ who interviewed a str:ltiﬁe&?‘ﬁfﬁl‘@

< of 400-employers, selected on the basis of their
secefit éxperieiice with labour market measures
for disadvantaged groups (LTU, poorly quali-
fied youngsters, MIG-claimants, women re-
entering the labour marker, -and disabled

e N

hpures are available as evaluation rechniques X}
are different; however, some studies suggest (/\\
that they are effective in rerms of neg job cre- :
acion, sometimes evi
Wage subsidies."iF 3

mploved (Eriksson 1991, =
chman - 1990). De "Munnik
(1992) repons a deadweight-effect of only 15
per ceat in' the Dutch. labour pools’ (banen-
pouols), whereas PACEC {1992) estimates that
two-thirds of the jobs created in the UK’s *lnner !
cities’ task force initiatives® are not really new. ¢

Admivedly, the mere existence of dead-
weight losses in labour market programmes
does not imply that they are ineffecrive; but it
should be borne in mind that the net employ-
ment creation effect of targeted programmes is
in most cases only a fraction of their gross
impact.

The ' limited . macro-economic impact of’&
‘active labour.marcker palicies' is hardly sur- ¢
prising, if one considers its underl ing i
ophy, which, acesrdii ’

ro b ,wm&(y. Afier the unforeseen
experience of staghlation in the 19705 and early
1980s, and the bankruptcy of Keynesion de-

Journal of European Sucial Policy 1995 5 (3)
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a boursupplying seduc-
PrOgrammes; ic idea of ve
labonie ke politics is 10 stimulage growth
and silnulmncuusly(ligl\n intflation by supply
stimulating measure 3

Whereas this argiiiment seems logical con-
cerning the mackers for goods and services, itis
less straightforward for laboure markers, which
are already. characerized by ation: of

tket py

weans._ o ABonE i

that it does not oaly aim o
supply, but rather o increase
i U and low-skilled job seckers
¢ rerained and geared- towards the

new, dynamic sectors of the economy, in order

o avoid cigidities and wage inflation, and o
raise their productivity; contracts should. be
made more flexible 1o lower the fixed costs of
labour; and so on (Andersen 1992). To some
extenr these strategies are quite’ legitimate,
given the handicap of high. tabour costs in
Europe, But even  without boosting  labour
supply, such measures would not fundamen-
tally solve the problem of unemployment; they
are more effective as a means to combar
inflarion and to redistribuge {un)employment
than as employment ereation Str. Hn

excess supply. Stimulating labour._supply by

their expenditures on aciive measures saw
their unemployment grow faster (or diminish
less) than other countries. The paradox can
ting the causal re-
, governments
d by spending more on labour market
measures, Bur anyhow, the results demounstrate
the ineffectiveness of active measures in reduc-
ing unemployment. Similar estimates of their
influcnce on wage levels indicated that in most
countries (buc far from all), " active labour
“market measures cend o “facilitate wage mod-
cration’, But appacently, not to an extent chat
would - affect employment growih . substan-
tially, :

The general macro-economic:_context: in

“and ocial~excliision; ™
And:3 g

of the majority"of the popiilatio;
High wage costs, SReessive taxation of labour,
- tight monetary policies, and the absence of ef-
fective macro-econoimic strategies to cope with
unemployment determine the context within
which programunes are developed to give dis:
advantaged groups new chances of {tempor-
ary) re-integration. s this ‘mopping with open
taps'? In any case, as the problem seems to be
one of uneven distribution and dualization
rather than economic recession, it seems worth

examining whether more solidaristic solutions,

some extreme cases, they may even lead 1o a
downgrading of labour conditions in precari-
ous jobs, and thus ro more poverey.

This failure of active labour market strat-
egics to yiekl the expected employment cre-
ation effects has heen recognized by the OECD
inits Employment Outlook 1993 (pp. 46-53).
o CRGRSEEtORAl Tilyen oF 1 countrics
over the  period 1985-1990, the macro-
cconomic impact of active labour marker poli-
cies on cmployment. was estimaced after
controlling for other factors such as growth of
GDP and wages, by means of regression analy-
Paradoxically, employment growth wrned
e to be wegatively (instead of pusitively)
related 10 growrh in expenditure on active
measures. In other words, countries raising

Journal of Exrapean Sucial Policy 1995 5 (3)

v

€.g. 4 stronger com
labour [tdigiher with income and s

ns), would offer

alternative.

4 Policy implications

The objective of this article is certainly not to
‘prove” the ineffectiveness of rargeted labour
marker policies or to plead for their abolition.
Racher, we want to contribute o their im-
provement by pointing ar some major prob-
lems which can, in most cases, be overcome. In
this final section, an attempe is made to draw

-_—

a deepSifuctural crisis..,
tructu; .

]_:‘...» -

z—r.»m.wu,r T_‘wwyd.i._;[;mw.,, -
miitment to’ redisri ute

-

-

gy, o0

togecher the main conclusions of the previous
sections into a coherent ser of policy rec-
ommendations, addressed to the national and

local authorities as well as the European Com- 4

mission. These conclusions will be rearranged
. N i T ey .

in the following Grders deign, targering, oper-
ation, and outcome. We close the section with
a comment on the consistency berween tar-

geted and general labour market policy.

el

k Design

b Special measures miy be necessary to
reach the most excluded groups and to
/mrespond to their particular needs. Thys'
U for  example, temporary - subsidized ;
employment in-*social cconomy -initiar- ;
ives may. be an’ sdEquAtEAlET@ive for
-those who are rather reluctant to under-
take - training; long _training trajectories
with a sufficient remuneration of partici- ;- §
pants are necessary ro motivare those with
acute -financial ' problems to engaged in;
initial training: judicious use of selective
* [“marginal wage subsidies, linked with. in
{ service guidance and counselling may hel
overcome - emplayers*® prejudices against

very disadvantaged groups. Existing evi-
. “dénte abour the particular needs of the
most excluded groups relating to labour]
market reintegration . is very - scarce.;
Labour marker authorities should invese:
-.more in these kinds of studics,

2 Special measures should never be con-
ceived as ‘siderracks’, They should always
be integrated in a teajectory, - written

down in an individua action plan- char

stipulates all STeps to be taken, with incer- 6
mediate * evaluation {and " possible

revision), and with integration into the
regular labour marker as the ultimaze
goal. We call this the ‘routing principle’

3 As Poverty is a multidimensional prob-
tem, Tabour market measures for the paor 7
should  be embedded in » holistic

v induding elemenss ol social
¢, guidance and cotnselling,
child care and so on, .
landatory programmes may be seen in
some circumstances as nseful weasures,
but they should be avoided as a rule, 45
they cause demorivition of participants
and stigma effects. The sanctions involved
wheli "benehciivies do not comply with
the rules, or simply the fack of adequace
supply tend to resuls in the oppuosite of
(redintegration. A good balance between
compulsion and efficient help can be
reached by offering different options aid
autcome guarantees to the participants
(sce the recenr reform of the Danish job
and training offer scheme).

argeting and uccessibility

Before: engaging in specific measures for
separate groups, all existing f
crimination- should be 4
th CPERGPIES BT every tabour
awarket poticy should be the right of every
person ar active age to participate in the

- labour" marker. and to have access to all
existing services for job seekers,

a priori as being ‘out of the fabour force?
(single  parents,  older uncmiployed,
disabled persons) should be regarded as a
hidden i%u of discriminatio

R e
Limicing 3ccess o Tatses market pro-
gramaies to job seckers entitled to unem-
ployment " insurance benefits is  even
-worse, a diredt form of social exclusion.

_'!}Zc;glstr}:_ngﬂgggﬂ as.a’ job sceker shoutd be

tacilitated, e, through automatic regis-
ation of some categories of social secur-
ity recipicnts. Automatic deletion from
the - register for administrative reasons
should be avoided,

Positive discrimination in favour of disad-

aged-BEoips (€57 LTU) can be useful

Towraad of Ewropean Soctal Policy 1995 3 (3}
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in order to counteract the external danger
of creaming off in ‘mainstream’ services,
However, positive - disc imination irself
can be dang@Gis in several respects:

lly. . disadvantaged
are ipso factor excluded from
the measure and whose competitive pos-
ition worsens as a consequence of the

measure
(b) increased complexity of measures for
employers T e

{c) potential stigin
rowly targeted prov

effects of too nar-
> Pl

Perverse  substitution  effects {i.e. given
more help 1o less disadvantaged groups)
shautd be avoided by establishing a clear,
legally  approved hierarchy | of priority
groups, based on objective criteria such as
outflow probabilitics * from unemploy-
ment, multiple deprivation and so on,

8 Guaran cvices. (like the Danish Job

ffer are a better means 1o ensure

a:minimum- of ‘equity’ in the delivery of

services to”the unemployed, They are a
concrete way. of realizing the ‘right 1o
labour', and a hecessary counterpare o
compulsion.

In some provisions {c.g. taining pro-
granunes, recruitiment subsidies), quota
systems for particular targer groups can
also be used as.an alternarive ro separate
provisions.

9 Mixing - targer: groups with  different
hiidicaps “(e.g. disabled and hard-to-
place unemployed) in single measures
may cause” double’ stigmatisation _ and
should therefore Beavoided.

7 Operation

™

10 Socially excluded prople deserve well-
. . . B sred
managed services for cheir reintegration

o “the labour marker. Some well-
intentioned. local initiatives {training as

Jusrmal of European Social Palicy 1995 § (1)

-

well as employment projects) suffer from
puar management: they can be improved
by the establishmene of adequate quality
criterin for their approval and funding,
and/or by providing management advice
services,

bl Setting up partnerships and networks is
an imporeant clement for the successtul
implementation of the ‘routing” principle,
as no single operator is able to offer the
complete range of services: that may- be
useful for combarting exclusion from the
labour marker, Five (types: of)
were identified in our resesrel” i with
its  strengths and  weaknesses: public
agencies, " private organizations, " em-
ployers, trade unions, and organizations. -
representing the target groups,

12 - The funding of private, local provisions
needs -to be made more adequate and
secure, in order to allow for the develop-
ment of professional and stable services,
In the contexr of operational programmes

and the detayefor paymen
different hié:
trative proced
handicap, thac could be overcome by pre-
financing and longer-term agrecments.

13 The injudicious use " of output-related
funding may turn out very harmful for the
most disadvantaged groups and nay even
be quite inefficient from a social cast-
benefit point of view (see
seems preferable to base
extent and_characieri

:

2 .
Outcomes and euahmnpn

14 Our whole report has demonstrated the
need for a continuous and rigours evaluy-
ation ~of labour market policies ‘and

partners -
i

16" Besides. merely quantitative: employment

LABOUR MARKET PoLICIES s

provisions, by pointing ac examples of

incfficiencivs and perver
15 The short-erm placeme:

wonths after participation

gramme) is a faicly simple, but socially

and economically biased evaduation cri-

terion: socially, as i Tewids to show berrer i8

results for programmes geared towards

stronger groups, and thus to reinforce

creaming of mechanisms; economically,

because ir does not account for the long-

term effects of policies,

A more balanced evaluation of employ-
ment effects would BERRSES -

(a) on ‘differential’ rather than absolure
placeméRi Tativs (ie. compared to a refer-
ence group of fioin-beneficiaries with simi-
lar characteristics) .

{b).on" longer-term analyses (the long-
teem. beRERE G Feiniep: ating - disadvan-
waged individuals is expected to be greacer
than for the average unemployed person),

effects, one - should take . account - of
aspects like equality of Access, the quality

of the obtained jobs (like terms of: con-
tract, - stability_of~employment, concur-
rence-between training and job, and the
prospects of the secror), and psychologi-

L E
Qre, one - must .not- forget: the =

{possibly substantial) side effects of tar-
geted fabour marker Policies~an’ non-
paticipants. In our study, we focused on
negative: side effects for equally. or. more
disadvantaged Broups rather than the
*classic’ deadweight - and substitution
effects.

E ~
{ *Within-group® substitution Oceurs in
scine- cases: when a policy measure has
limited coverage and acwally drains ser-

vices ‘and’ opportunities away - from - dev

d:social effects, g

stronger measures are taken in favour of
less excluded Broups {e.g. youngsersy,
thereby reinforcing the exclusion of thase
less privileged {e.g. LTU, MIG-receivers),
It can be avoided by establishing a cfear
hierarchy of priority groups (sce point 7),
The danger of substirution in generatl
should nor be exaggerated, however,
Selective tabour marker policies generally
aim ar a redistribution of opportunities
rather than at lasge-scale job creation,
However meaningful the ‘additionality*
criterion included in many programmes
way be, it should not give way to ‘side.
track’ provisions, which in the long run
prevent reintegration,

Similarly, efforts o avoid deadweight

-T.m.

and substitution through™ HigFe Tarrow

targeting of measures should be weighed
, arpenng i 5

against the' deawback of possible stigma
effecrs, ’

The: examples of deadweighe and differeng
types of substitution described in the text (one
of them relating o ESF-interventions) confirm
oo the ‘need to-evaluation | policies for disadvan-
taged - groups™ againse 1 broader macro-
economic and social background.

Consistency between targeted and
‘general labour market policies

This brings us back tw one of the key issues of
Section 3, namely, the relation between the
fight against social exclusion on one hand, and
the growing dualization of European socicties
o' the other, Although the macro-economic
context of the labour marker was nog the focus
of this study, it appeared unavoidable to
ote_some. comments to_this fundamental

equally” disadvantaged individuals i - issue.

favour of beneficiaries. It can be over-
_come by providing for sufficient capacity

0 cover the whole targer group, and

‘Reverse . substitution

means - thar

T T e s ey vt e o

Even if there were consensus about the view
that the growing unemployment, dualizasion
poverty in Europe are triggered by exrer-
nal - shocks - {oil shocks, socio-demographic

Journal of Evropean Suciad Policy 1995 5 (3)
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shifts), much less agreement would be reached

abour the avoidability of their persistence, as

well as the strategies to combat them,
Economic: theory and policy seem o have

# lost their - problem-solving power./ From a

purely cconomic point of view, dverybody
would agree thar unemployment is to be inter-
preted as an excess supply in labour markets)
Nevertheless, after the failure of demand:
boosting and supply-reducing policies in the
1970s and 1980s, the Rresent strategy (‘active

labour market polices) scems to liéfégﬁ lon.

ns.themselves: supply is st d,
tlized, put under pressure” in ordét o
control wage pressures s inflation, bue who
believes char this will bring us back o full
employment? And everybody knows that
neither economic growth, nor ‘more Europe’ -
however desirable they both may be ~ will be
the ultimate answers,

" From a social point of view, active labour
market policies — if they are well desigued and
¢ targeeed — redistribute probabilities of employ-
“iment, bur age nut really increasing employ-

ment for all

It appears w us thar this contradiction can
only be overcome by ‘embedding’ the targered
approach intw a powerful macro-economic
policy mix of employment creating measures,
which stimulate. labour demand  withour
boosting intlation. This may include alterna-
tive social security funding methods, as well as
{a general cedistribution of labour and income,
he latter is clearly uot a simple straregy

;‘Ihc

that *For those who have will be given more, till chey
have enough and to spare; and those who have nor
will forfeic even what they have', The Revised
English Bible, OUP and CUP 1989,

3 Among them, 80 per cent of the MiG-recipients =

46,000.

4 In face “active fabour market policies® are more

ambivalent than our discussion Suggests, some
measures even aiming to stimulate demand through
cost reductions. However, we have deliberately sim-
plified the argument in order to clasify ic. The paral-
lel exi of l-stimulating does
not in any case alter our critigue fundamentally.
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METODIKA PRO HODNoTiCi VYZKUM

©T0mas Sirovatka, Petr Mares
Fakulta soc1aln1ch studu Masarykovy univerzity Brno

UVODNI POZNAMKY

Hodnotici vyzkum sleduje tradi¢né dva cile. Na jedné stran& slouzi k posouzeni
ti¢eld, relevance a finanénich priorit (externi cile). Na druhé strang slouzi k pochopeni
- udinkl progr amovych aktivit a k hodnocenti jejich efektivity (interni cile). V naSem
konkrétnim piipade budeme sledovat jak exterm tak 1 interni cile.

Program

Program budeme chépat jako ur gitou * mtelvenm nebo jako soubor al<t1v1t smétujicich k
dosaZeni stanovenych cilf (uspokojeni urgitych identifikovanych socidlnich potfeb nebo -
feSeni urcitych 1dent1i1kovanych socialnich problém). V konkrétnim ptipad€ pyde o
programy zaméfene:

1. Napracovni mista (rekvalifikace t&ch, jim# jasné chyb1 dovednostl pro nab1zena mlsta)
2. Individualn€ — na uchazede orientované projekty

Tradlcm otazky hodnotlciho vyzkumu:
“Do jaké miry je program relevantni situaci Cz)on ebdm, problémiim, prostredi) a ciliim:
2 “Jaké jsou socidlni problémy a potieby, na které program reagu]e a kdo je formuloval
. (¢f problémy a potfeby to jsow)? "
? “Do jaké miry odpovidaji stanovené cile témto potiebdm a pl oblémum a do jaké miry
- prihlizi k prostiedi?
?  “Dojaké miry ]e program uspesny prz dosahovdni rechlo cili? “

Jednim z hlavnich vysledkti ma byt identifikace kh’éov{mh prvki uspéchu. Kostru
hodnoceni tvoff odpovédi na diléf otazky: :
1. Hodnoceni politiky (zejména cile, jejich vztah k potlebam zmeny cild, yztah
Lk nastrojfim, kvalita nastrojlt) - -
Otazka: “Co je potireba/problém a jak polzrzka odpovzda Jjim odpovida?
4. Hodnoceni implementace (administrativni-instituéni faktory- selekce, kvalitativni
‘hodnocent), tzv. demonstr: acm studie pro nové programy — ovéfované jsou zvlasté
dilezit¢ - : 4
Otazka: “Jak nejlépe uspokojit poz‘rebu/ resit problém? “ (hodnocent novych a
existujicich strategii) v :
"5. Dopady-efekty (na zamé&stnanost, _]1116 -socialni, naklady)
Otazka: “Co se docili zavedenim programu?

Struktura hodnoceni




Pii hodnoceni programu je tieba identifikovat:
- Cile programu a zvolit zptisob jak indikovat jejich dosazeni. Tyto cile mohou byt

neusporadanymi poloZkami, ale mohou tvofit 1 uspofadany soubor. Pfitom je tieba brat
v Uivahu u nezamyslendé konsekvence programu, respektive aktivit jimiZ je program
realizovén. ZvI&st je tfeba identifikovat zakladn{ obecné cile jako riist Sance na
znovuziskdni Aalnesmam a cile diléi ¢i specifické a také rozligit cile kratkodobé, mezi -
néz miiZe patfit zminény rost $anci na znovuziskani zamestnam a dlouhodobe ]ako
napiiklad zména profesni kariéry.

- Komponenty programu, jako zakladni Jednotky pro Jeho hodnocem (d1101 ﬁagmenty

’ programu jejichZ diléi cile 1ze vymezit). .

- Aktivity smé&fujici k jejich realizaci a nastroje tyto aktivity zaJ1st ujici a pOdeILlJlCl }
(vEetn€ finan¢nich prostiedkd). Znamena to i posoudit celek i dil&{ ¢innosti , jimiZ je
program realizovan, z hlediska jejich Gsp&$nosti a netisp&snosti. Pati{ sem i posouzeni
prostiedkd ve vztahu k ciliim a posouzeni zachdzeni s t&mito prostiedky. :

- Okolnosti za nichZ je program realizovén a posoudit jejich vliv na isp&snost programu.
- Zamy, jenZ ses 0111 1 aktivitami programt v pribéhu jeho realizace spojuji, nebo jsou s
nimi kontradiktorické a subjekty, jen jsou nositeli téchto z&jmd (napiiklad kdo ma

zdjem na umisténi urcitych typl pracovnikd a jaka je poptavka | po nich).

- Populaci, ktera redlné prochézi programem, s ohledem na vymezeni populace v cilech
programu a populaci, kterou program nepostlhuje (mozny 1ozpo1 mezi cilovou populaci
a témi, komu program reainé slouzi). -

- Skryté agendy, neboli cile programu, které nebyly amkulovany, ale _]GJlChZ dosazeni
miiZe ovlivnit Gspésnost programu. Mohou to bat i cile formulované realizétory . ‘
programu na zékladé jejich vlastnich z4jmu. Pati{ sem i otédzky toho nakohk se shodup ‘
cile programu s cili organizace, ktera ho realizuje. , :

- Socidlni kontext, neboli jakékoliv dalsi skutednosti intervenujici ze Sir§tho sociélm’ho
okoli do cildi programu, realizace jeho aktivit a do jeho efektd. '

POSTUP HODNOCENI

Popls programu :

Program je tfeba popsat z hlediska jeho ciltt (jejich 1de11t1ﬁkace a hodnocem zplsobu jejich-
formulace), metod (zachytit vazbu mezi cili a metodami), pe1sona1mho zajistén,
poskytovanych sluzeb a rozvijenych aktivit a jejich délky, rozsahu, povahy jeho klientd
(cilené a redlné, vietnd ivahy o mozné disproporci mezi nimi), lokalizace, zptisobu jeho
fizeni a administrace a povahy podpory, jiZ se mu dostava. Klienty programu je tieba popsat
z hlediska zakladnich sociodemografickych charakteristik, postoji ke skutenostem na néz
program reaguje, motivace jich samotnych i jejich 1od1nnych pfisludniki k ucasti na
aktivitdch programu. DiileZité je uréeni informaci, ktele jsou k hodnocen{ konkrétniho
p1001an1u nezbytné. :

Struktura hodnoceni

Program je hodnocen jako celek, ale pii vlastnich hodnot101ch aktivitich je analytlcky
roz€lenén na své komponenty jako logicky &i &asové uspotadané aktivity.

- Analyza struktury programu: design programu (délka, zamé&fen, kvahta, naklady,




propojeni — ndvaznost na jiné programy, obtiZné momenty programu a zptisob jejich
feseni), identifikace cilt, odlideni cilt a prosttedkd k jejich dosaZeni, identifikace
kontrolnich mechanismi (jak jsou kontrolovany vystupy a efekty programu), vytvoreni
ploﬁlu prvkil programu (identifikace jejich cila - ptiloha 1). jak jsou jednotlivé plvky
programu slad&ny, jaka je komunikace mezi jejich realizitory.
Analyza povahy cilli: adekvétnost cild, jasnost jejich formulaci, znalost cilt 1eahzat01y.
a'mira konzistence vykladu cilt (véetng zptisobu jakym j jsou zéakladni obecné
formulované cile v tymu realizatord piekladény do observaéniho jazyka) a ztotoZnéni se
s nimi v tymu realizatord, mira v niZ jsou cfle v systému inovativni, narusujici tradici.
Mira seznameni klientii a socidlntho okoli s programem a s jeho cili. Konzistentnost
systému cil (podporuji se dil&i cile, nejsou ve vzajemném rozpory, ...7) a hlavai

~ spojeni mezi jednotlivymi cili. Jaky vztah maji cile programu k povaze systému (trh
prace v CR respektive v daném okrese), Sledujl jen mmuly vyvoj systému nebo se ho

© sna#i predvidat? _ . '
Aktivity programu ve vztahu k jeho ciltim: do jaké miry jsou aktivity 1elevan’cn1 cﬂum

“existuji variantnf feSeni a pro€ nebyly vybrany. Jak jsou aktivity realizovany (ovliviiuje
zpusob jejich realizaci vystupy a efekty programu)? Na které problémy tyto aktivity -
nardzeji a co snizuje jejich uéinnost (ze strany realizaniho tymu, khentu SirStho
socidlnfho okolf)? Néklady jednotlivych aktivit. ¢
Vystupy: Kvalitativni i kvantitativni popis founalmch vystupti' aktivit (potty khentu
ktef'f projdou programem, po¢ty konzultaci, hodmy vyuky atd.).
Zptisob fizeni aktivit programu a koordinace mezi jeho prvky: Povaha kontrolnich
systémtl, vedend evidence a zpétna vazba (povaha informac{ o efektech programu a
miry dosahovani jeho cilfl. Kvalifikace vedoucich a élentl realizaéniho tymu.
Kontext: Povaha okoli (droveti a struktura nezaméstnanosti v dané lokalits, mnoZstvi a
struktura pracovnich prilezitosti, typy zafizeni schopnych poskytovat rekvalifikaci, ...).

Efekty: Vysledky aktivit programf v terminech formulovanych cili.

- Zhlediska zmén v systému (zmé&ny parametrii systému &i procesti v ném
probihajicich v pribghu realizace programu).
- Z hlediska zm&n v povaze participantt (zmény postOJu dovednosu schopnostl
Zivotnich strategii, ...) a jejich Zivotnich Sanci (kratkodobych i dlouhodobych).
Pa1t1c1pant k jakému druhu klientfi se program obraci (jakd je cilové skupina, pro¢ a
jak byla vybrana) a jaké realn& rekrutuje (v obou ptipadech jejich sociodemografické
charakteristiky, vzdé&lani, pracovni historie, postoje, ....). Jak jsou ziskdvénia
motivovéani k Gdasti na programu a k akceptaci jeho cilti. Nazory participantti programu.
Sleduje se zplisob vybéru idastniktt — kritéria a jejich uphtnéni, redlna skladba
ucastniki.
‘Unikajici populace: Identlﬁkace t&ch skupin z cilové populace, které umkaﬂ aktivitdm
programu a zhodnoceni diivodi tohoto tniku. ‘ :
Informadni systém a zplisob kontroly: Kontrola dil¢ich aktivit programi a programu
jako celku a cost-benefit analyza, povaha a kvalita informaci, které m4 realizaéni tym k
dispozici pro sledovani povahy systému, vystupti a efekti programu.

Efekty: Jde o dopady programu na trh préce, socidlni a ekonomické parametry tizemi a
na osobnost patricipantti, jejich postoje, Zivotni situaci ap. (zam&stnanost, vy§i mzdy,
stabilitu zam&stnani, spokojenost se zaméstnanim, sebedtvéru, motivaci, socidlni
kontakty, kvalita Zivota v nezamé&stnanosti atd.). Z nich je moZno 1dent1ﬁkovat
nezamyslene latentni disledky programu.

' Ty nemus{ mit ptimou vazbu na cile (z jejich rozsahu se jets ned4 usoudit nic o kvalité programu).



. Pribéh. hodrioceni
Hodnoceni je ¢asteéns plurezove (stav v uritém okamzlku) ¢astedné dlouhodobé. Zejmena
efekty na strang participantfi programu je mozno pouzit quasiexperimentalni strategie a
porovndvat je s analogickymi skupinami, které nepro$ly programem. MozZné kompa1ace
?  Riizné cilové skupiny v jednom programu. '
?  Cilovou skupina v rfiznych programech.
?  Pokud by byla mozZnost sledovani kontrolni skupmy (t, kterl byh odmitnuti z dasti
resp. nevybrani) pak lze hodnotit &isty efekt — nejslozit&jsi postup, ale nej shbnej 8t
z hlediska vysledkf. -
? Pfipadné se o to pokusit metodou fixnich efektu ale nemusl se vzdy podaut

namodelovat srovnatelnou skuplnu

Vlastni “experimentdlni® skupinu je nutno sledovat (popnpade 1 skupiny kontmlnl se
sleduji v analogickych casovych okamzwlch)

7 Na vstupu do programu.

? 'V pribg&hu realizace programu. ' ‘

?  Na vystupu. . Coe
28 urc1tym ¢asovym odstupem od partlclpace

Jednotlivé hodnotici akt1v1ty se budou soust¥ red’ovat kolem vySe uvedenych prvkd struktury

hodnoceni. Pljde zejména o: : : : .

- Rozhovory s inicitory a realizatory ploglamu o

. - " Rozbor programovych dokumentt.

- Analyzu databdzi vedenych o participantech: statlstlky ) 1<l1entech prochézejicich

- programem (sledovén{ tokd Gdastnikd a ostatnich uchazedl) a o jejich daldi kariére.

- Rozhovmy S participanty a ziéastnéné pozmovam ,

- Institucionalni zdznany o zaji§tén{ programu a o’jeho jednotlivych akt1v1tach (vcetne
zédznamy o finannich a lidskych nékladech).

- Rozbor statistik charakterizujicich relevantni vztaZny systém a zpusob Jeho ovhvnem
programem.

Shromazd’ovam podkladi o participantech _
Jde o dva typy tidajt: identifikace participantii podle jejich 5001odemog1 afi ckych udajt
vedenych v databazi UP a dodatedng zjiStované tdaje o jejich postojich, hodnocenich
programu a vlastnich Zivotnich Sanci. Pro jednotlivé segmenty hodnocen j je nezbyté
- Vytvolit sady sledovatelnych indikétorti (naptiklad pro efekty situaci klient? po urcité dobé
od skonéen jejich participace na programu: nezaméstnant; nezaméstnani, ale zvysujici si
kvalifikaci; zam@stnani na Castedny vivazek, zaméstnani, ale s vyd&lkem blizko mmlmalm
mzdg; zaméstnani se mzdou bliZici se primérmé mzdé; zaméstnani se mzdou rovnou
primérné mzdé ¢ primérnou mzdu prevysujici). .
Je tfeba oznadovat (minimélng v urditém obdobf) u vSech uchazedi:

~J =2

Vstup do programu aktlvm politiky.
Typ programu
? Ukonéeni — vystup z programu..
7 Déle by bylo vhodné uvadét i podle programu naldady na p10g1am/daneho ucastnika

(cost benefit analy51s) p11padne podil UP na mzdovych nékladech jde-li o thradu MN.,




. « v - , 03 . , g i
Nésledné se pouZije metoda fixnich efektd?, resp. vicendsobnd regresni analyza, life-
- event history. ‘

7 Sleduje se i uplatnéni participant(: ziskéni zam&stnani, jejich mzdy, stabilita jejich
zame@stnani). : : :

7 Sleduji sei mé&kka data: vztah k aspifaCirﬂ-potfebém, depady na motivaci, stigmatizace,
sebedtvéra, pracovni uspokojeni, proZitek nezaméstnanosti, vztahy v roding, stress.

Je vhodné, aby, co se tyde postojti a efektd, bylo sledovano cca 100 tdastnik a vice.

~ Srovnani s jinymi programy , : o ,

Pro toto hodnocenti je vhodné vybrat k porovnani dva programy — jeden tradiéni, jeden
novy, kdyZ zvazujeme, ktery je vhodngj$i. Hodi se i k zkoumani efekti cilenych programi
(na obtizné skupiny). ' ~ '

Srovnavaci dimenze (osy) L _
7 Cisté efekty programti: S S S _
" ?  Podle primérné délky nezaméstnanosti riznych kategorif nezaméstnanych
(rozliSen& Gdastnici-ostatni). G .
? Podle statusu na trhu prace po xx mésicich od vstupu do registru (ndstup na mista).
?  Podle primérné délky nezaméstnanosti pfed vstupem na pracovni mista. A

Podminka je sledovani kohorty nezaméstnanych alespoii v ur€itém obdobi z hlediska
udasti v programech. - S -
?  Srovndni programi mezi sebou (d¢innost):

?  Vysledky pro rizné programy ve vztahu k jedné kategorii nezameéstnanych.

?  Vysledky pro uréity program ve vztahu k riiznym kategoriim nezaméstnanych.

* Sirovétka. 1995, Politika pracovniho trhu. Brno: Masarykova univerzita.




Priloha 1

Program: : !
Prvek programu:.

Délka trvani: - o Zahajeno:

‘Rozpolet na rok ..........:
. Vedouci:

Popis (struktura zil_&tivit/sluieb):

Cile:

Vystupy:
Efekty:

Povaha kﬁentﬁ:
- Z hlediska cild:

- Reélna:




