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1 Introduction

The current economic crisis already left traces on the Europeanrl markets and reversed
many achievements of employments policies over the last degdde a short time period.
This does not question the approach of the European Employment StEES)y jut, on the
other hand, it is out of question that it is likely to continue dsuainess as usual’ basis. With
regard to the policy formulation of the European Employmentesiyain the post-Lisbon
period, a closer look at the effects of the recessionpmatpolicy responses and future ap-
proaches to prevent or cushion the impact of economic recession twyerpt in the EU
(EV) is on the agenda.

This thematic paper investigates and assesses the efféhts current crisis on future labour
markets with regard to new structural challenges for the lainaukets, differences between
the EU Member States regarding the timing and deepness ohplaet, the risks of an in-

crease in the diversity in labour markets and social outcolinésoks at institutional ele-

ments, explaining differences in labour market performancessattre€€U and potential sig-
nificant new institutional challenges and related policy respaiestskle obstacles and bar-
riers for employment creation.

The focus of the paper will be particularly on potential effexftthe recession for employ-
ment creation and_notbn the common association between economic crisis and
(un)employment and attempts to safeguard employment or avonbtise outcomes in terms

of an increase of unemployment. The paper will be forward lookidg@cus on the question
how employment performance can be improved, despite effedie @conomic crisis. Or in
other words: how can the European economy — at least in the mediongdetm perspec-
tive — emerge strengthened from the economic crisis and how canyemepit targets and
priorities be translated into a new/adapted European Employmertgdtin the post-Lisbon
period?

A short assessment of the existing European Employment Stiaddigy framework is fo-
cused on the question whether within the future European Employmenggtiadesame or
other priorities and targets should be set, taking into accountwubesity of the EU-27 and
the possible new challenges emerging from effects ofttession.

A point of reference for the analysis as well as the poloyrdination procedures and proc-
esses are the Employment Guidelines (i.e. Integrated CheddNo. 17-24), key targets and
benchmarks of the EES. But the paper will also look beyondéhisf guidelines with regard
to the formulation of the European Employment Strategy in the psistih period. This ap-
proach can also highlight which employment related effects ofeitession cannot be ad-
dressed by the guidelines, monitored by the related indicatorde&®étathese investigations
is the question whether the current employment guidelines (incluangeiected indicators)
should be revised.

In the background of the challenges for the EES as well asatims national responses to
the recession, a further issue is how the governance striitegy, including its ownership,
can be improved.

This paper has been written in the framework of the workrprome of the European Em-
ployment Observatoryh{tp://www.eu-employment-observatory.hepon a request from the
European Commission.




2 Effects of the current crisis on future labour ma rkets

2.1 General assessment and forecast

A ‘recession’ is usually defined as two successive neggtiagter on quarter changes in con-
stant price GDP. This applied in the EU-27 in the third and fourtheyuair2008, and also in
the first quarter of 2009 (Eurostat (a): 1).

In 2006 and 2007, labour market developments were strong and employmett gras
around 1.5 % annually. Unemployment decreased and participatian rose (European
Commission (b): 33).

Some broad observations for the Main Industrial Groupings (MIGSpifat goods, durable
consumer goods, intermediate goods, and construction revealed\elsekttong fall in the
production indices after the first quarter of 2008, which was acauegpéy an almost im-
mediate change in the indices of hours worked and of persons employemdities dis-
played either accelerated existing downwards trends or regaises. In the subsequent four
guarters since the first quarter of 2008, the rate of declitieel index of hours worked was
stronger than the rate of decline in the index of persons emploféedireveals that compa-
nies first reduced working hours before deciding for redundanciesgtatfa): 1). The effect
also reflected in an intensified contraction of labour productivityngu008 (European
Commission (b): 34).

The current recession displays both similarities but also matifierences to past recessions.
While there had been both financial crises and globally sgnided downturns over the last
decades, the current recession is uniquely characterised bybénation of both a financial
and a global crisis. Therefore, many aspects of the currezgsiea are considered as new
and unanticipated (International Monetary Fund (a): 97).

It is expected that the current recession is likely to be atlydong and severe and the re-
covery sluggish. Experiences from past recessions show thafféwts of financial crises
tend to be unusually severe and longer lasting and their recowgpieally slow. The same
applies to globally synchronized recessions (International MgnEtand (a): 97).

According to the IMF World Economic Outlook Update (8 July 2009) thers@res indica-
tions both for the US and the EU of a stabilisation but theimgadct for the labour market
still lies ahead (International Monetary Fund (b): 8).

Experiences from past recessions show that it takes mucérlemgeach pre-crisis employ-
ment levels than to restore economic growth and that the labakettends to recover only
four or five years after the economic recovery (ILO 2009). Ecanoecovery is at best ex-
pected by experts at the end of 2009. This creates a majooyenguit challenge for at least
the next half decade and for the formulation of the European EmefdyS8trategy in the

post-Lisbon period.

The spring 2009 employment forecast for the EU has been revised dogiderably com-
pared to the Commission’s autumn 2008 forecast and also the January 20@9 8pdee
indications in the Economic Spring forecast are provided in Tkdid Table 2.

The Economic Spring Forecast 2009 states that employment could ey 8.5 million in
the EU over the forecast period and would be in sharp contrastheithet job creation of
about 9.5 million during 2006-2008. Accordingly, the unemployment rate is prdjéz in-

crease to close to 11 % in the EU by 2010 (European Commissi@).(b)
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Table 1: Economic Forecast Spring 2009 for employmé and unemployment

Spring 2009 fore-

cast

2005 2006 2007 2008 2009 2010

Employment 0.7 1.4 1.7 0.7 -2.6 -15
(Real annual percentage change)
Unemployment rate (Percentage of 9.0 8.3 7.5 7.5 9.9 11.5
the labour force)

Source: European Commission (b): 4

Table 2: Labour market outlook — EU (Annual percentage change)

Difference vs.
autumn 2008
2007 2008 2009 2010 2009 2010
Population in working age (15-64) 0.4 0.2 0.2 0.1 0.C 0.C
Employment 1.7 0.7 -2.€ -1.4 -2.1 1.5
Employment rate (as a percentage 65.4 65.€ 64.2 63.2 -1.3 -2.3
of population of working age)
Unemployment rate (Percentage of 7.1 7.0 9.4 10.9 1.6 2.8
labour force)

Source: European Commission (b): 33

The Economic Forecast Spring 2009 expects the largest contractitale place in Spain,

Ireland, Latvia, Lithuania and Estonia. In these countries, itfteest reductions in GDP are
also projected. The largest reductions in employment witlexpected number of employed
in 2010 being more than 10 % lower than in 2008 are forecast fandr@and Latvia. The

strongest increases in the unemployment rate are projecteddior, 8eland, Latvia, Lithua-

nia and Estonia (European Commission (b): 34).

2.2 New structural challenges for the labour market s

A key methodological problem of the research is the time lageas the downturn in eco-
nomic activity and the visibility of its structural impacts the labour markets. It seems with-
out question too early to assess the entire consequences of theiecongis on the labour
markets on the basis of current data and statistical indicAlevertheless, the following sta-
tistical analysis of selected data already provides @ei@ence of grave outcomes on em-
ployment.

Overall, data such as employment growth, activity and employnages, and youth unem-
ployment show that employment policy endeavours and achievementh@Vlast years have
been more than reversed by the recession. Some data isnglafime impact of the economic
crisis varies significantly by Member States, sect@gions, gender, and age. Both the tim-
ing and the strength of the effects of the recession diffeccantlibute to an increase in the
labour market diversity.

Employment growth

Data on employment growth for the EU-27 and for the Member Sfhédde 3) demonstrate
a clear downturn in the EU. In all Member States, the emmaymrowth is negative for the
second quarter of 2009 compared to the second quarter of 2008.
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In some Member States, this negative trend in employment grewtamatic, notably Latvia
(-13.1 percentage points), Estonia (-10.2), Spain (-7.1), Lithua6i@),(-Hungary (-4.5).
These countries also had already a significant employmeniactatr in the first quarter of
2009, compared to the first quarter of 2008. Data for Ireland fasebend quarter of 2009 is

not available, but the figure for the percentage change for étegfiarter of 2009 already
showed a decline of 7.5 percentage points.

Taking into consideration the gap between the economic develoamenhe impact on the

labour market, a further deterioration of employment growth eaarticipated over the next
years. Employment usually reacts with a lag of about two ézthuarters to developments in
economic activity (European Commission (a): 33).

Table 3: Employment growth

Country Percentage change compared with the same gtter of the previous year (pp)
2008 2009
Q3 Q4 Q1 Q2

EU-27 0.7 0.2 -1,2 -1.9
BE 1.7 1.2 0.1 -0,7
BG 3.0 2.1 -0.3 -1.8
[oV4 1.3 0.9 0.3 -1.4
DK 0.9 -0.1 -1.8 )
DE 14 1.1 0.4 -0.1
EE -0.3 -0.2 -7.2 -10.7
IE -1.8 -3.8 -7.5 )
EL 1.1 1.0 -0.6 -1.Q
ES -0.9 -3.1 -6.5 -7.1
FR 0.4 -0.1 -0.7 -1.1
IT -0.2 -0.2 -0.6 -0.9
CY 35 1.9 1.4 -0.5
LV 0.2 -5.4 -8.2 -13.1
LT -1.0 -1.2 -5.1 -6.7
LU 4.6 3.7 2.4 )
HU -0.7 -0.9 -3.0 -4.5
MT 2.3 1.8 0.6 -0.9
NL 1.1 1.1 0.3 q
AT 15 14 -0.4 -1.1
PL 3.7 3.0 -1.0 -0.7
PT -0.2 -0.1 -1.6 -2.7
RO . . . .

Sl 2.9 2.4 0.5 -1.6
SK 3.2 2.1 -0.4 -1.3
Fl 1.0 0.8 -1.1 -3.0
SE 0.7 0.0 -1.2 -2.2
UK 0.4 -0.2 -1.1 -2.Q

Source: Eurostat, NewsRelease, Euroindicators2089/— 14 September 2009
. - data not available; c - confidential
Percentage change compared with the same quéttex previous year based on non-seasonally ad-
justed data

Activity rates

In relation to the activity rates, there is still an ioy@ment for the EU-27 and for both
women and men, from the first quarter of 2008 to the first quaft2®09. But the data for the
Member States is mixed. 14 countries display an increasgtiuityarates. In some of them
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there is still a considerable increase such as Lithuanigp&dentage points), Estonia (1.5
percentage points), Netherlands (1.1 percentage points) amdi®blpercentage point). In 10
Member States the activity rate decreased. A remarkigdudeease of 2 percentage points is
given for Ireland in total and of 2.7 percentage points for mretwd countries (Hungary and
Romania) the activity rate remained unchanged.

Table 4: Activity rate by gender and country in thefirst quarter of 2008 and of 2009

Country Women Men Total
2008 Q1 2009 Q1 2008 QL 2009 Q1 2008 Q1 2009|Q1

EU-27 63.5 64.1 77.€ 777 70.5 70.€
BE 61.C 61.C 73.€ 73.C 67.2 67.1
BG 62.€ 62.2 71.5 71.€ 67.C 66.€
Cz 60.€ 61.C 77.€ 78.1 69.4 69.€
DK 76.1 77.C 83.2 83.€ 79.7 80.5
DE 70.5 70.€ 82.1 82.2 76.2 76.€
EE 68.C 71.1 77.5 77.2 72.5 74.C
IE 63.C 61.€ 80.€ 78.1 72.C 70.C
EL 54.7 559 79.1 78.€ 66.€ 67.4
ES 62.5 64.€ 81.€ 81.5 72.1 73.1
FR 65,5 66.1 74.7 75.C 70.C 70.5
IT 51.€ 51.2 74.C 73.€ 62.€ 62.4
CY 65.€ 65.€ 81.€ 80.€ 73.7 72.€
LV 70.€ 72.5 78.€ 77.€ 4.7 75.C
LT 64.€ 67.2 70.1 71.€ 67.2 69.2
LU 58.4 . 72.€ . 65.€ .
HU 54.7 54.€ 67.7 67.5 61.C 61.C
MT 38.€ 40.C 77.C 76.€ 58.2 58.€
NL 72.7 4.2 84.€ 85.4 78.€ 79.€
AT 67.€ 69.2 80.4 79.5 74.1 74.4
PL 56.5 57.4 70.2 71.5 63.2 64.2
PT 68.7 69.1 79.€ 78.€ 74.1 73.€
RO 53.€ 53.€ 70.C 69.€ 61.€ 61.€
Sl 66.4 67.C 74.€ 73.€ 70.€ 70.5
SK 61.2 60.2 75.€ 76.C 68.5 68.1
FI 72.€ 72.€ 76.2 75.€ 74.€ 74.2
SE 76.C 75.€ 80.7 80.4 78.4 78.2
UK 69.1 69.4 82.1 82.5 75.5 75.€

Source: Eurostat, Labour Market Latest Trendd guarter 2009 data
Number of person aged 15-64 yearkerabour force

Employment rates

The Economic Spring Forecast 2009 foresees that the weaknesslayrment developments
entails a significant decrease in employment rate, whickpisated to fall from around 66 %
in 2008 to around 63.5 % by 2010. Therefore, the target of 70 % set in tiom lagenda will
be out of reach — at least for the near future (European Gsiom (b): 34).

Table 5 already gives evidence of decreasing employment rdtegofal employment rate
for the EU-27 decreased from 65.5 % to 64.6 % from the first qu20@8 to the first quarter
2009. Only four countries still display an increase in employmees i@he Netherlands (1.9
percentage points), Poland (0.9), (Germany 0.4), and Malta.(W@vhpreas the first quarter
2008 still shows evidence of an improvement in employment rategvWerad countries (ex-



cept Hungary), the fourth quarter already shows a decline in 10riesunih Latvia, the rate
declined by remarkable 5.4 percentage points and in Esto@#® Ipercentage points.

The countries with highest decrease in the employment rdle ifirst quarter of 2009 were
Ireland (5.8 percentage points), Latvia (5.3), Spain (4stpria (-4.2) and Lithuania (-2.9).

Table 5: Employment rates in 2008 and 2009

Country Employment rate Percentage change comparedith the same quarter of
the previous year (pp)
2008 2009 2008 2008 2009
Q1 Q1 Q1 Q4 Q1

EU-27 65.5 64.6 1.5 0.4 -0.9
BE 62.8 61.7 1.9 1.2 -0.9
BG 62.6 62.6 4.8 2.1 0.0
Ccz 66.1 65.6 2.0 0.2 -0.b
DK 77.0 76.2 1.9 -0.5 -0.8
DE 70.0 70.4 1.7 1.0 0.4
EE 69.5 65.3 2.0 -0.2 -4.2
IE 68.6 62.8 2.4 -5.8
EL 61.3 61.0 1.3 1.( -0.8
ES 65.1 60.4 1.7 -3.( 4.y
FR 64.8 64.2 1.2 -0.1 -0.6
IT 58.3 57.4 0.9 -0.2 -0.9
CY 70.2 69.5 2.7 -0.7
LV 69.6 64.3 5.6 -5.4 -5.8
LT 63.9 61.0 0.9 -1.2 -2.9
LU 62.8 - 5.2 . .
HU 56.1 55.1 -1.7 -1.1 -1.0
MT 54.7 54.9 2.8 1.4 0.2
NL 76.4 77.4 1.9 1.0
AT 71.0 70.8 2.2 1.4 -0.2
PL 58.0 58.9 7.0 3.( 0.9
PT 68.1 67.0 0.9 -0.1 -1.1
RO 57.7 57.4 - . -0.3
Sl 67.1 66.7 3.3 2.2 -0.4
SK 61.3 61.0 2.8 2.1 -0.8
Fl 69.5 68.5 2.3 0.4 -1.0
SE 73.4 72.0 1.7 0.q -1.4
UK 71.6 70.4 1.5 -0.2 -1.2

Source: Employment rates 2008 Q1 and 2008 Q2: &lattabour Market Review, Summer 2009
Percentage change 2008 Q1 and Q4: European Eco@uogsional Papers 51, July 2009
Percentage change 2009 Q1: Quarterly Labour M&&giew, Summer 2009

Unemployment

The onset of the increase of unemployment as well asviésisevaries widely between coun-
tries. Member States’ labour markets vary considerably mstef labour market structure
and regulation and the crisis affects countries differentlyhérEU-27, the increase in unem-
ployment clearly started in March 2008.

Table 6 provides an overview on the so-called turning point of unemployorehe Member
States. The ‘turning point’ is defined by Eurostat ‘as the muouith the lowest unemploy-
ment rate in recent years’ (Eurostat (e): 3).
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Table 6: Turning point of unemployment

Country Turning point
2007
Spain, Italy May
Ireland August
Luxembourg September
Latvia, Lithuania November
2008
France February
EU 27 March
Estonia, Finland, United Kingdom April
Belgium, Greece, Portugal, Romania May
Denmark, Austria, Sweden June
Cyprus August
Czech Republic, Malta, Poland, Slovenia, Slovakia| ept&mber
Hungary October
Bulgaria, Germany, The Netherlands November

Source: Eurostat, Statistics in focus, 53/2009

The increase in unemployment is already remarkable. Table 7dpsothie unemployment
rates for August 2008 and for July 2009. Additionally, the table incltitegnonth of the
‘turning point’ for each country and the unemployment rate in the nadritie turning point.
Furthermore, the increase in percentage points from August 2008yt 2009 and from the
turning point to July 2009 is calculated.

From August 2008 to July 2009 the unemployment rate in the EU-27 roepbgcentage
points from 7.0 % to 9.0 % and by 2.3 percentage points from the turningipdiiarch
2008. Some Member States already have dramatic increases in oyraeml. With the ex-
ception of Italy (which only had an increase of 1.5 percentage pdmtis Blay 2007) and
Luxembourg (which had an increase of 2.4 percentage pointsSeptember 2007), all other
countries which had their turning points already in the year 2007 sleomatc figures. From
the turning point in November 2007, the unemployment rate climbed byp&Pcéntage
points in Lithuania and by 12 percentage points in Latvia. Spain erpedean increase of
10.6 percentage points from May 2007 and Ireland of 8.0 percentage pwioé August
2007.

Among those countries with a massive increase in unemployment andrrivey point of

unemployment already in 2007 are five countries with the highest blasector of total

gross value added in the construction sector in the year 2007 (Eyfp)stéhese are Spain
(12.3 %), Lithuania (10.0 %), Ireland (9.9 % in 2006), Estonia (9.1L%4yja (8.4 %). In

Luxembourg (5.1 %) and ltaly (6.3 %) the share of the constructioar s#cthe total gross
value added was considerably lower.

The Member States with the highest latest available unemplalyrates are Spain (18.5 %),
Latvia (17.4 %), Lithuania (16.7 %), Estonia (13.3 %), Ireland(®22), and Slovakia (12.0
%). In the majority of Member States, the unemployment aetehigher for men than for
women but in some countries (e.g. Greece, Italy) womemare affected by unemployment.
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Table 7: Unemployment rate by country and gender irAugust 2008 and July 2009 and turning point of
unemployment rates

Coun- Women Men Total Turn- Situa- In-
try ing tion at crease
2008 2009 2008 2009 2004 2000 In- | point turning | since
crease point turning
(pp) point
(pp)
Month 08 07 08 07 08 07
% % % % % %
EU-27 7.5 9.0 6.7 9.1 7.0 9.p 2J0 03-2008 6.7 .3
BE 8.1 8.5 6.9 7.6 7.5 8.0 0/5 05-2008 6.6 1.4
BG 5.4 6.4 5.2 7.6 5.3 7.0 17 11-20p8 5.1 1.9
cz 5.6 7.9 3.4 5.2 4.3 6.4 2]1  09-2008 4.3 .1
DK 3.8 5.4 2.9 6.4 3.3 5.9 2]6 06-2008 3.1 .8
DE 7.0 7,0 7.3 8.3 7.2 7.V 0/5 11-2008 7.1 0.6
EE 5.6 10.1 7.3 16.6 6.5 13.3 6.8| 04-2008 3.7 9.6
IE 5.0 8.8 7.3 15.4 6.3 125 6|2 08-2007 1.5 8.0
EL 11.2 12.3 5.0 6.2 7.6 8.7 1.1| 05-2008 7.4 1.2
ES 13.3 19.0 10.8 18.1 118 18/5 6.7 05-2007 7.9 10.6
FR 8.4 10.4 7.3 9.2 7.8 9.B 2|0 02-20p8 7.5 0.3
IT 8.5 9.0 5.6 6.2 6.8 7.4 0.6 | 05-2007 5.9 15
cY 4.2 55 2.9 5.5 3.5 55 2J0 08-2008 3.5 .0
LV 7.2 13.7 7.6 21.1 7.4 17la 10,0 11-2007 5.4 12.0
LT 6.2 11.2 6.7 21.9 6.4 16J7 10,3 11-2007 4.0 12.7
LU 5.9 6.8 4.3 6.0 5.( 6.4 1/4 09-20p7 4.0 D4
HU 8.0 9.9 7.8 10.7 7.9 10.3 2|4 10-20p8 7.8 2.5
MT 6.6 8.1 5.6 6.9 5.9 7.8 1/4 09-20p8 5.8 1.5
NL 2.9 3.5 2.5 3.3 2.7 3.4 0]7 11-2008 2.7 0.7
AT 3.9 4.3 3.6 4.5 3.7 4.4 0]7 06-2008 3.6 0.8
PL 7.8 8.6 6.1 7.4 6.9 8.p 13 09-20p8 6.8 1.4
PT 9.2 9.6 6.7 8.9 7.9 9.p 13 05-20p8 7.6 1.6
RO 47 5.0 6.6 7.% 5.8 6.2 0.4 | 05-2008 5.7 0.5
Sl 45 6.0 4.1 6.1 4.3 6.p 17 09-20p8 4.2 1.8
SK 10.3 13.2 7.9 11.4 9.0 12/0 30 09-2008 0.0 3.0
FI 6.7 7.7 6.2 9.7 6.4 8.f 2]3  04-2008 6.2 D5
SE 6.4 8.9 5.7 9.4 6. 9.p 32 06-2008 5.6 3.6
UK 5.2 6.5 6.3 8.8 5.8 7.7 1.9| 04-2008 5.1 2.6
us 5.9 8.1 6.4 10.5 6.2 9l 32

Source: Eurostat, Harmonised unemployment ratecbyer;
Data on turning point: Statistics in focus, 53/200
! Data for 2009m06’ Data for 2009m03? Data for 2009m05
Own calculations

Nevertheless, as the Commission’s monthly monitor for July 200heriEt) employment
situation (European Commission (d)) emphasises, the EU unemployrteenbnéinues to be
less affected by the downturn than the US unemployment rate déspibarper economic
downturn and stronger fall in business confidence in the EU. InTable 7 underlines that
the unemployment rate raised by 2 percentage points from 7 % us2AR008 to 9 % in July
2009 in the EU, compared to an increase of 3.2 percentage points.Bé&mto 9.4 % in the
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US in the same time period. The data for men shows an engam ap of increase with 4.1
percentage points in the US, compared to 2.4 percentagerptietEU.

The share in the increase in unemployment in the EU from 8tegfiarter of 2008 to the first
quarter of 2009 distributes very differently among the Membee$Staee Table 8). Of all EU
Member States, Spain had a share of 42 %, the UK of 10 %,eFo@i8c% of the increase in

unemployment between March 2008 and March 2009.

Table 8: Share in the increase in unemployment irhe EU

(March 2008 to March 2009)

Country Share in %

Spain 42
UK 10
France 8
Lithuanie 5
Latvia 3
Irelanc 3
Other: 15

Source: ECFIN Economic Brief 1, May 2009

A key employment challenge in the medium term perspectiveadsdid a significant increase
in long-term unemployment. The rising unemployment is likely to totm @ strong increase
of long-term unemployment. The latest data on long-term unemployameitable is for the

fourth quarter of 2008. There is a time span between rising unemghbtyand its potential
transformation into long-term unemployment. Additionally, it can lsimed that data for
the first and second quarters of 2009 will give evidence of consigidragbler rates of long-

term unemployment.

The data in Table 9 show a decrease of the rates of longitemployment from the fourth
quarter of 2007 to the fourth quarter of 2008 for the EU 27. Butdtee also already shows
stagnation of the previously decreasing rates and, in theo€asen, an increase of 0.1 per-
centage point compared to the previous quarter.

Table 9: Long-term unemployment rates in the EU-27rom the fourth quarter of 2007 till the fourth
guart of 2008 by gender, %

200794 2008qg1 2008g2 2008g3 200894 Change to poesi
year (pp)
Total 2.8 2.7 2.6 2E 2.5 -0.4
Women 3.2 3.C 2.8 2.7 2.7 -0.5
Men 2.€ 2.€ 25 2.2 24 -0.2

Source: Quarterly Labour Market Review, Summer 2@0@38ed on LFS adjusted series

In most of the Member States, the long-term unemploymées still decreased from the
fourth quarter of 2007 to the fourth quarter of 2008. Nonetheless, aim®mguntries with a

considerable increase of long-term unemployment in this timedpare five of the six coun-

tries in which the ‘turning point’ of unemployment was alreadyhaytear 2007. Latvia (0.9),
Luxembourg (0.8), Spain (0.8), Ireland (0.7), and Lithuania (0.7) shoaaaickcrease in per-
centage points. In the sixth country of this group, Italy, the leng-tunemployment re-

mained unchanged at the high level of 3.1 %.
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Table 10: Long-term unemployment rates in the EU Menber States in the fourth quarter of 2007 and of

2008, %
Country 2007 Q4 2008 Q4 Percentage change compareith the
same quarter of the previous year (pp)
EU-27 2.9 2.8 -0.4
BE 3.7 3.C -0.7
BG 3.9 2.7 -1.2
Ccz 24 2.1 -0.3
DK 0.5 0.5 0.C
DE 4.5 3.5 -1.C
EE 2.C 2.C 0.C
IE 13 2.C 0.7
EL 4.C 3.6 -0.4
ES 17 2.5 0.8
FR 3.C 2.8 -0.2
IT 3.1 3.1 0.C
CY 0.8 0.€ -0.2
LV 14 2.8 0.9
LT 1.2 1.6 0.7
LU 11 1.6 0.8
HU 34 3.8 0.4
MT 3.C 2.6 -0.4
NL 11 0.8 -0.3
AT 1.C 0.8 -0.1
PL 4.1 2.2 -1.9
PT 3.7 3.5 -0.2
RO 2.8 2.8 -0.5
Sl 2.C 1.8 -0.2
SK 7.8 5.€ -2.2
Fl 14 1.2 -0.2
SE 0.8 0.8 0.C
UK 1.2 14 0.2

Source: Quarterly Labour Market Review, Summer 20@8ed on LFS adjusted series

While unemployment increases, the numbers of job vacanciesaldetom the first quarter

in 2008 to the first quarter in 2009, the figures reduced #dn¥6 to 1.4 % (see Table 11).

Table 11: Job vacancy rates, %

2008901

2008902

2008903

2008q04

2009901

EU-27

2.1

2.1

1.9

1.7

14

Source: Eurostat, Quarterly job vacancies andv@atancy rates, total (NACE_Rev2 (sections B ton®j;sea-

Similarly, the share of employees which took up a new job dsetk This applies particu-

sonally adjusted; All data provisional

larly to the age group 15-24 years (see Table 12).




13

Table 12: Share of employees whose job started withthe past 3 months by age group and gender, EU-27
and change in percentage points from the first quaer of 2008 to the first quarter of 2009, %

15+ 15-24 25-54 55+ 15+ | 15-24] 25-54 55+
Change to 2008q1 (pp)
Total 3.2 9.9 2.9 14 -1.0 -2.p -1)3 -0[2
Women 3.3 10.7 3.0 1.4 -1.1 -19 -0[8 -0.3
Men 3.0 9.3 2.8 1.3 -1.0 2.1 -0f7 -02

Source: Eurostat, Data in Focus, Labour Marketdtafeends — 1st quarter 2009 data, 35/2009, basédS;
Eurostat, Data in Focus, Labour Market Latest dsen 1st quarter 2008 data, 34/2008, based on LFS

Working hours

Another indication for a decrease of the volume of employmeaheisiumber of average ac-
tual weekly working hours. Table 13 shows a decline in working itintbe EU-27 from the
first quarter of 2008 to the first quarter of 2009 from 37.2 t® 3iburs. Working time for
men decreased from 40.1 to 39.9 hours, while working time for womezased from 33.2 to
33.3 hours.

At the national level, a decrease in the actual weekly wgrkburs is visible in the vast ma-
jority of Member States. This also applies to working hours for getiders. A significant
decrease of more than two working hours is given in Estonia ih(lo€ahours for men and
1.7 hours for women). In general, the decrease in working timie pronounced for men

than for women across the Member States.

Table 13: Average actual hours worked per week inlgjobs in the EU Member States in the first quarte
of 2008 and of 2009

Country Women Men Total
2008 Q1 2009 Q1 2008 Qi 2009 Q1 2008 Q1 2009|Q1

EU-27 33.2 33.2 40.1 39.€ 37.2 37.C
BE 32.5 32.7 40.C 40.5 36.€ 37.C
BG 40.1 39.5 41.2 40.2 40.7 39.€
Cz 38.€ 38.€ 42.€ 42.4 41.1 40.€
DK 31.c 31.€ 36.4 36.7 34.1 34.5
DE 30.4 30.2 40.5 39.€ 35.€ 35.6
EE 38.2 36.5 40.1 38.2 39.2 37.4
IE 30.4 29.€ 40.C 39.2 36.C 35.2
EL 37.C 36.€ 42.1 41.€ 40.2 39.7
ES 34.€ 34.€ 40.5 40.€ 38.1 38.C
FR 33.5 34.4 39.€ 40.1 36.7 37.5
IT 33.1 32.€ 40.5 39.€ 37.7 37.2
CY 35.€ 34.€ 40.2 39.€ 38.4 37.7
LV 38.1 37.7 40.C 39.4 39.1 38.€
LT 38.1 38.C 39.5 39.5 38.€ 38.7
LU 33.5 . 40.€ . 37.€ .
HU 38.€ 38.€ 40.€ 40.€ 40.C 39.€
MT 34.4 35.C 40.€ 40.7 38.€ 38.€
NL 24.¢ 25.1 36.5 36.5 31.2 31.2
AT 32.7 31.7 41.€ 40.€ 37.7 36.7
PL 37.1 37.C 41.€ 41.1 39.€ 39.5
PT 358 36.5 39.5 39.7 37.€ 38.2
RO 38.C 37.7 39.€ 39.5 39.C 38.€

WWW
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Sl 38.0 38.0 40.4 40.1 39.4 392
SK 38.1 38.2 40.7 40.0 39.6 392
Fl 33.6 33.8 37.9 38.0 35.9 36,0
SE 31.8 32.1 37.2 37.4 34.8 3449
UK 29.9 30.4 39.4 39.6 35.2 35/4

Source: Eurostat, Data in Focus, Labour Marketdtafeends — 1st quarter 2009 data, 35/2009, basédS;
Eurostat, Data in Focus, Labour Market Latest dsen 1st quarter 2008 data, 34/2008, based on LFS

Sectors

Table 14 gives an overview of changes in sectoral employmeheiigU 27 from the first
quarter of 2009 to the first quarter of 2009. It reveals a deerieeemployment for all sectors
except other services. The strongest decline was in the wctiwtr sector with 7.1 % and in
industry with 3.2 %.

Table 14: Sectoral employment for the EU (1 000 psons)

|
2008 2009 2009 Q1
change on previous year
Q1 Q1 abs %
change change
Agriculture 12927 12767 -11C -0.S
Industry 3980¢ 3854 -124¢ -3.2
Constructiol 1697¢ 16021 -119C -7.1
Total industry 5678 5456¢ -243¢ -4.3
Trade, transport and conu- 5758 5670¢ -761 -1.3
nication
Financial services and busi- 34423 33995 -28¢ -0.8
ness activities
Other Services 6485 656 707 1.1
Total services 156864 156326 -342 -0.2
Overall total 226569 22366( -2890 -13

Source: Quarterly Labour Market Review, Summer 20@38ed on Eurostat, national accounts; Data satgon

adjusted.

The impact of the broad downturn in economic activity in the EUkR¥ghe first quarter of
2008 on employment varied between economic activities and betweehdvi&tates (Euro-
stat (a): 6). In the period from the first quarter of 2008 to tisé duarter of 2009 the strongest
decline in seasonally adjusted employment withdustrial activitieswas recorded for Latvia
(-16.9 %). In the same period, a decline above 10 % applied to Lithuapain, Estonia,
Romania and Slovakia, while there was only a minor change in iralustniployment in
Luxembourg and Germany (both -0.4 %) and even a small rise inu€{pB8 %).

Regarding employment changes in this time period witlinstruction activitiegshere were

even wider contrasts among the Member States. The index ohpesployed in construc-
tion activities fell by about one quarter in Spain (-25.1 %) and &iyndar rate of decline in
Latvia (-22.6 %). At the same time there was growth in coosbn employment in nine
Member States and, of these, Slovakia, Slovenia and Gneddacrease rates between 5.5 %

and 6.5 %.

The change in the employment indexservice activitiesvas less diverse than for industrial
activities and construction. The strongest rate of decline playment within services was in
Latvia (-9.3 %), Estonia (-7.8 %) and Spain (-6.4 %). In contsesten Member States dis-
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played growth in services employment or relatively steady @mnpnt in this sector. The
strongest rate of increase in the services employment imde in Slovenia (2.6 %).

A more detailed analysis of the development of sectoral emplayaceording to the NACE
classification reveals the strongest rates of declinlkeanndex of persons employed (between
about 12-13 %) during this period in the manufacture of textileydeand wearing apparel
(NACE Divisions 13 to 15). In this sector, which is contractingdanumber of years, the
recession seems to have accelerated the ongoing restru¢iunogtat (a): 5).

Another analysis by Eurostat of the sectoral employment developgnesg evidence that
many of the activities most affected by the recession appdmr industries that have already
been in decline for some time (Eurostat (d): 10).

In the vast majority of industrial activities, the rate oflahecin the index of hours worked
was stronger than the decline in the index of persons employedea@hise applied particu-
larly to the activities of motor vehicles, trailers and samuiers manufacturing (NACE Divi-
sion 29). In this sector the index of hours worked declined by 14.6 % cednmathe reduc-
tion in the index of persons employed (-5.1 %) (Eurostat (a): 5)

Gender

Overall, men are more strongly hit by a decline in employmatess (Table 15) and an in-
crease in unemployment (Table 16) over the last months. Whilentiployment rate of men
decreased from the first quarter of 2008 to the first quart2p0® by 1.6 percentage points
the analogous figure for women was 0.2 percentage points.

Table 15: Employment rates by gender

2008 Q1 2008 Q2 2008 Q3 2008 Q4 2009 Q1 2009 QIngezon
previous year (pp)

Total 65,5 66.0 66.4 65.8 64.6 -0.9
Female 58.6 59.1 59.5 59.2 58.4 -0.2
Male 72.4 73.0 73.3 72.4 70.8 -1.6
Source:

Employment rates 2008 Q1 and 2008 Q2: QuarterlypuaMarket Review, Summer 2009

Compared to August 2008, when male rates of unemployment (6.7 %pe&leve the female
rate of unemployment (7.5 %) in the EU-27, the male ratamemployment exceeded the
female unemployment rates in June and July 2009 (Table 16).

Table 16: Unemployment rates by gender, August 2008July 2009, EU-27, %

2008 2009

Month | 08 09 10 11 12 01 02 03 04 05 06 07

Total 7.0 7.1 7.3 7.4 7.6 8.0 8.2 8.5 8.7 8.8 8.9 9.0

Female | 7.5 7.5 7.6 7.7 7.9 8.1 8.4 8.6 8.7 8.8 8.9 9.0

Male 6.7 6.8 7.0 7.2 7.4 7.8 8.2 8.4 8.7 8.9 9.0 9.1

Source: Eurostat, Harmonised unemployment rategehger

Despite the smaller impact of the economic downturn on femaleogmpht rates, the expla-
nation for this development will most likely not be particulatgaessful implementation of
policies to improve female employment rates or to reduce feumeienployment, but a differ-
ent distribution of male and female employment in sectors whilinaturn affected differ-

ently by the recession. For example, sectors such as adiwstror the automotive industry,
which are severely hit by the impact of the economigés;regse male-dominated.

WWW
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Age

Table 17 provides data on employment rates and Table 18 on aateylty age groups and
educational attainment levels for the first quarter of 2008 arzD09. Both tables present
positive trends for the age group 55-64 and an increase in both theyerapt and in the
activity rate for women and for men. In contrast, the empkt rates of all educational
groups demonstrate a decrease for young people aged 15-24.

Table 17: Employment rate by gender, age and qualdation in the first quarter of 2008 and of 2009

15-64 | 15-24| 25-54| 55-64 15-64| 15-24 25-54  55-64
% % % % Change to 200891 (pp)

Women and men 64.8 35.3 78.2 45.5 -0.7 -1.9 -1.1 .
Less than upper secondary 46.0 2P.6 64.0 34.3 -1.7-2.1 -2.2 0.3
Upper secondary level 69,1 47.0 79.9 47.5 -1)1 -2,0 -1.0 0.5
Tertiary level 83.4 61.5 88.6 65,2 -0.7 -2.6 -08 40
Women 58.4 33.2 71.6 37.38 -0.2 -1.1 -0.3 1.3
Less than upper secondary 37.3 1B8.7 52.2 7.1 -0.9-1.2 -1.2 0.8
Upper secondary level 631 441 73.5 40.1 -0[7 -1.3 -0.7 1.0
Tertiary level 80.3 62.6 85.b 586 -0.4 -2.3 0.3 40
Men 70.8 37.3 84.9 54.3 -1.6 -2.7 -1.7 0.1
Less than upper secondary 55.0 26.1 15.8 14.3 -2.6-2.8 -3.3 -0.4
Upper secondary level 74/9 49.9 85%.8 54.3 -1/5 -28 -1.4 0.0
Tertiary level 86.8 59.4 92.p 70)5 -1.0 -3.1 1.2 40

Source: Eurostat, Data in Focus, Labour Marke¢statrends — 1st quarter 2009 data, 35/2009, base#S;
Eurostat, Data in Focus, Labour Market Latest dsen 1st quarter 2008 data, 34/2008, based on LFS

Table 18: Activity rate by gender, age and qualifiation in the first quarter of 2008 and of 2009

15-64 | 15-24| 25-54| 55-64 15-64] 15-24 25-54  55-64
% % % % Change to 200891 (pp)

Women and men 70.8 43.5 84.8 48.6 0.3 -0,2 0.2 1.2
Less than upper secondary 53.9 30.3 14.0 B7.4 0.1 06 - 0.2 0.9
Upper secondary level 75)3 56.1 86.1 50.7 0.0 oo .1 0 09
Tertiary level 87.4 70.3 92.6 67/6 0.0 -0.§ 0.0 0.9
Women 64.1 40.3 77.7 39.7 0.6 0.1 0.4 1.7
Less than upper secondary 43.8 24.8 60.9 9.4 g2 02 | 0.1 1.2
Upper secondary level 69J0 52.2 79.6 4p.7 0.p -0.1 0.1 1.3
Tertiary level 84.4 71.5 89.6 6016 0.2 -0.6 0.2 0.9
Men 77.7 49.6 91.9 58.1 -0.1 2.6 0.0 0.8
Less than upper secondary 64.3 3b.2 87.1 18.6 -0.2-0.9 0.0 0.5
Upper secondary level 814 60.0 92.1 58.1 -0/1 -0.1 -0.1 0.4
Tertiary level 90.7 68.4 96.1 733 0.0 -0.9 -0.2 0 0.

Source: Eurostat, Data in Focus, Labour Marke¢statrends — 1st quarter 2009 data, 35/2009, ase#S;
Eurostat, Data in Focus, Labour Market Latest dsen 1st quarter 2008 data, 34/2008, based on LFS

In addition to the already fragile situation for young peoplenewm the previous period of
economic expansion, they are now facing even increasing difisudtitering the labour mar-
ket (ILO 2009: 13). In the EU-27, the youth unemployment rate had redén@do in July
2009 (Table 19), compared to the total unemployment rate of 9.0athe(T). The corre-
sponding rates for men are even higher, with 21.0 % for young meh hesl for all men. In
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other words, in the EU-27 over 5 million young people aged 15-24 are ungrddEurostat

(©)).

Some countries have very high rates of youth unemployment. These pagticular, Spain
(38.4 %), Lithuania (30.9 % in June 2009), Latvia (29.2 % in June 2009), dmadIf@5.5
%). These are also the countries with extremely high rdtéstal unemployment and the
‘turning point’ of unemployment being in 2007.

The youth unemployment rate rose by 4.3 percentage points between 20Q8sind July
2009, compared to the rise of the total unemployment rate by 2.0nfzageepoints. In all
Member States, the youth unemployment rate increased inirttés Extreme increases of
youth unemployment rates within these months are observed in LA®ia percentage

points), Lithuania (16.0), Spain (12.7) and Ireland (12.4), the coumtiibsextremely high
youth unemployment and total unemployment.

Table19: Youth unemployment rate by country and geder in August 2008 and July 2009

Country Women Men Total
2008m08 2009m07 2008m0B 2009m07 2008m08 2009m07

EU-27 15.1 18.3 15.9 21.0 155 19|18
BE 20.4 24.1 20.2 20.5 20.9 21.6
BG 9.0 12.0 12.9 18.6 11p 15/9
Ccz 10.2 14.4 99 13.3 10.p 13|7
DK 8.7 10.1 7.7 12.0 8.2 11.2
DE 8.4 9.3 10.2 12.4 9.h 11p
EE 14.2 15.1 14.3 31.2 14.2 24.1
IE 10.6 19.9 15.4 31.4 131 25|5
EL 28.6 31.8 17.0 18.3 21.9 243
ES 26.2 35.3 25.2 40.9 257 384
FR 19.3 23.6 19.6 24.7 195 24|2
IT 24.2 29.6 19.4 22.6 21.3 24.9
cY 9.6 12.3 8.3 13.0 9.0 12.6
LV 13.5 25.2 12.5 32.4 13.0 29.2
LT 14.6 22.4 15.1 36.5 14.9 30.9
LU 22.7 24.2 12.1 17.4 170 20|15
HU 21.1 25.8 19.9 25.8 2014 25|18
MT 10.2 13.1 13.6 16.7 121 151
NL 5.0 5.9 5.6 7.4 5. 6.6
AT 7.4 7.1 75 9.1 7.4 8.0
PL 18.6 19.7 14.5 19.9 16/4 19|18
PT 20.8 19.3 13.7 18.6 170 18l9
RO 17.9 18.6 19.1 20.6 18.6 19.6
S| 10.3 15.5 10.1 16.3 10.2 16.6
SK 19.7 29.0 18.4 24.1 180 26l0
FI 15.9 19.5 17.7 25.6 168 226
SE 19.8 27.2 18.5 27.4 191 2713
UK 12.8 16.8 17.4 22.6 15.3 19.3
us 12.0 15.5 14.6 20.0 133 17|18

Source: Eurostat, Harmonised unemployment ratechyger — age class 15-24 9% (SA)

! Data for 2009m06? Data for 2009m03: Data for 2009m05

In all Member States, the youth unemployment rate is higher leaiotal unemployment rate
and young men are affected more strongly by growing unemploymenydbag women.
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Several factors influence youth unemployment rates. Among faetas are the drop in
economic activity and the general increase in unemploymemigdrin the education and
training of young people, and the tendency to employ young peopdéenpotary contracts.

Spain, the country with the highest rate of youth unemployment (38ah&onale youth un-
employment (40.9 %) is at the same time the country with lope¥sentage of the population
aged 20 to 24 having completed at least upper secondary educatoratdinas even been
decreasing for years. The rate was 60.0 % in 2008, compared t& 78.the EU-27 (or 92.3
% in Slovakia, 91.6 % in the Czech Republic or 91.3 % in Poland) (@urysuth education
attainment level Indicator). The rate for young men aged 20-24only 52.7 % in Spain,
compared to 91.0 % in the Czech Republic and in Slovakia.

Table 20 shows that in all EU Member States (except Bulgduapercentage of the female
population aged 20 to 24 having completed at least upper secondary @digatiin some
cases considerably — higher than the share of men. This migin legplanation for the
slower increase of female youth unemployment in addition to thereliff sectoral allocation.
However, there is not a clear correlation between high youth uogment rates, a sharp
increase due to the economic crisis and the percentage of popwged 20 to 24 having
completed at least upper secondary education. While thelrd bega connection, for exam-
ple, in Spain, there are other countries (like Lithuaniaahel Sweden) with a high share of
young people which have completed at least upper secondary educatiarhgyidrate of
youth unemployment and a strong increase over the last years.

Table 20: Youth education attainment level by gendg2008, %

Country Women Men Total

EU-27 81.4 75.7 78.5
BE 83.9 80.5 82.2
BG 83.4 84.0 83.7
CZ 92.2 91.0 91.6
DK 78.6 63.4 71.0
DE 76.4 71.9 74.1
EE 88.3 76.0 82.2
IE 91.0 83.9 87.4
EL 86.6 78.0 82.1
ES 67.6 52.7 60.0
FR 86.0 81.4 83.7
IT 79.7 73.5 76.5
CY 89.5 80.1 85.1
LV 86.0 74.3 80.0
LT 92.3 85.9 89.1
LU 77.4 68.3 72.8
HU 85.5 81.7 83.6
MT 58.3 50.5 54.2
NL 80.6 71.9 76.2
AT 84.6 84.2 84.5
PL 93.3 89.3 91.3
PT 61.9 47.1 54.3
RO 78.6 77.9 78.3
Sl 93.6 87.4 90.2
SK 93.6 91.0 92.3
Fl 87.6" 84.6 86.2
SE 89.7 86.2 87.9
UK 80.0 76.4 78.2




19

Source: Eurostat (Stuctural indicators)
P Provisionakalue

In the current crisis, workers with secondary school leavingegsghave also been strongly
hit, especially in the automotive industry. As it affectearenstrongly young men, the educa-
tional attainment level can only partially explain the strasg in youth unemployment.

Spain is the country which has traditionally the highest rateroporary contracts. The coun-
try also had the strongest decline in the share of temporgripgment contracts (Table 21).
On the other hand, Poland has a high percentage of the population agedl 2@&wng com-
pleted at least upper secondary education and was the country witighlest share of tem-
porary employment contracts (25.7 %) in the first quarter of 26@%h decreased by 0.8
percentage points compared to the previous years.

Quarterly data of employment rates of older workers or theageitare not published by Eu-
rostat. The annual figures still present an increase of theogmeht rates from 2007 to 2008
for the EU and the Member States. Data on the exit age @f wiotkers is only available for
the year 2007. However, there are several national reportsiingichat both young people
and older workers are particularly affected by displacement fhentabour market as effect
of the economic crisis (e.g. Deutscher Gewerkschaftsbund Bumd¢éand 2009).

Employment contracts

In the majority of countries, the share of temporary employmetindddrom the first quar-
ter of 2008 to the first quarter of 2009. In the EU-27, the deereas slightly stronger for
men than for women. The country with the strongest reduction was B8jpa 4.7 percentage
points from 30.1 % to 25.4 % (see Table 21).

Table 21: Share of employees with temporary contrds

Country 2008 Q1 2009 Q1 Percentage change compareith the
same quarter of the previous year (pp)

EU-27 13.9 13.1 -0.8
Women 14.8 14.0 -0.8
Men 13.2 12.2 -1.0
BE 8.4 8.2 -0.2
BG 4.2 3.8 -0.4
CZ 7.7 7.8 0.1
DK 8.2 8.8 0.6
DE 14.7 14.4 -0.3
EE 2.2 2.0 -0.2
IE 8.1 8.0 -0.1
EL 10.3 11.3 1.0
ES 30.1 25.4 -4.7
FR 14.2 12.9 -1.3
IT 12.8 11.9 -0.9
CY 13.6 12.3 -1.3
LV 2.7 3.0 0.3
LT 2.1 1.6 -0.5
LU 6.3 . .
HU 7.2 7.1 -0.1
MT 35 4.0 0.5
NL 17.9 17.6 -0,3
AT 8.7 8.8 0.1
PL 26.5 25.7 -0.8
PT 22.9 215 -1.4
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RO 13 1.0 -0.3
Sl 17.0 14.1 -2.9
SK 4.1 4.0 -0.1
Fl 12.9 13.1 0.2
SE 154 14.1 -1.3
UK 5.3 54 0.1

Source: Quarterly Labour Market Review, Summer 2@0@38ed on LFS adjusted series

Table 22: Share of employees with temporary contrds by age group and gender, EU-27, First quarter of
2008 and of 2009, %

15+ 15-24 25-54 55+ 15+ | 15-24| 25-54 55+
Change to 2008q1 (pp)
Total 12.7 38.7 10.1 7.2 -1.p 07 -1[0 q.0
Women 13.7 38.9 11.2 7.1 LI -0)8 -1/0 q.0
Men 11.9 38.6 9.1] 6. -1.p 05 -1]1 0.0

Source: Eurostat, Data in Focus, Labour Marketdtafeends — 1st quarter 2009 data, 35/2009, basédFS;
Eurostat, Data in Focus, Labour Market Latest dsen 1st quarter 2008 data, 34/2008, based on LFS

Table 22 reveals that the age group of 55-64 was not affected by amgedhahe share of
employees with temporary employment contracts, while in the mgeegroup (25 to 54) the
reduction was stronger than for those aged 15-24 years.

Part-time employment

The share of part-time employment increased slightly in d@laibsountries and in the EU-27
from the first quarter 2008 to the first quarter of 2009 (TaBe

Table 23: Share of part-time employment

Country 2008 Q1 2009 Q1 Percentage change compareith the
same quarter of the previous year (pp)
EU-27 18.4 18.6 0.2
Women 31.3 31.4 0.1
Men 7.9 8.1 0.2
BE 22.9 23.0 0.1
BG 2.6 2.3 -0.3
cz 4.9 5.3 0.4
DK 24.3 26.1 1.8
DE 26.1 25.9 -0.2
EE 7.9 10.4 2.5
IE . 20.5 .
EL 5.8 6.1 0.3
ES 12.0 12.7 0.7
FR 17.3 17.1 -0.2
IT 14.2 14.2 0.0
CcY 7.8 8.3 0.5
LV 6.0 9.3 3.3
LT 7.3 8.0 0.7
LU 18.4 . .
HU 4.3 5.0 0.7
MT 11.0 10.8 -0.2
NL 47.6 48.1 0.5
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AT 23.3 24.7 14
PL 8.9 8.7 -0.2
PT 12.1 11.7 -0.4
RO 8.9 8.9 0.0
Sl 9.3 9.5 0.2
SK 14.3 14.6 0.3
Fl 14.3 14.6 0.3
SE 27.0 27.3 0.3
UK 25.4 25.8 04

Source: Quarterly Labour Market Review, Summer 20@8ed on LFS adjusted series

Migrants

In relation to the effect of the economic crisis on migrant wstkao recent data is available.
However, migrant workers seem to be significantly afiédig the economic crisis and ap-
pear to belong to the group pushed out of employment first and will mbtnéw employ-
ment. Quarterly reports for June 2009 from SYSDEM correspondents BEutiopean Em-
ployment Observatory provide a number of examples of displacind) ¢cbuntry migrants
from their labour markets by national regulations to secureaymmant for national citizens.

In contrast to the developments over the last years of employgnanth, increase in em-
ployment and activity rates, decreasing rates of unemploymenbagderm employment,
the data presented in this section shows very severe effatis afcession. The issue of ex-
traordinary concern is the significant increase in youth unemploymieen all the fatal con-
sequences for integrating these young people into the labour market
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3  Differences between the EU Member States in polic vy
responses

3.1 Typology of labour market interventions

Chapter 2.2 presented some data which highlights various substantiaistiéutional chal-
lenges set off by the economic crisis. The statisticdlyaiseof some key data can only indi-
cate employment effects in the early stage due to the #ighédscribed and the anticipated
further severe and long-lasting effects of the recession $tihghead.

The key challenge is to prevent or absorb major labour market aiad isggacts of the re-
cession. In relation to the already visible significant detation of employment growth, the
late introduction of anti-crisis measures (e.g. Cyprus, Czeghulitic, Greece, Ireland, Den-
mark) in the Member States — as described in a numbetiohalreports to the study ‘Tack-
ling the recession’ (Mandle 2009) within the European Restructuringtdtaor in the Quar-
terly reports for the European Employment Observatory — is unepesdme of these coun-
tries (e.g. Ireland, Lithuania) had already been hit sevéreline economic crisis in 2007 as
outlined above. In many countries, proposed measures are #i# iegislative phase.

The analysis of national responses to the economic crisie ksassider the national diversity
across the EU, the different effects the economic c(mslesady) had and the different na-
tional development of instruments to tackle economic cycles andithgiementation. In
relation to the latter, there are varying stages of developateoss the Member States. While
some countries can look back to labour market instruments develop@d@edhented over
several decades, there are other countries which havesgesttly implemented such meas-
ures or are still in the process of establishing labouketamstruments.

Especially most of the old Member States had already exigtstruments to deal with spe-
cific needs in the current deep recession. In contrastamyraf the new Member States ini-
tiatives to tackle the recession have been newly establi®handle 2009: 3).

The analysis of national policy responses to combat effedtseadrisis can be distinguished
between:

Measures aiming primarily at maintaining employment or endeavoucreate employ-
ment which can be differentiated between generating new jobsn(@ew industries such
as ‘green’ jobs) and employment creation by means of suppanmgasures;

Measures with a short-term effectiveness in dealing imrtedgiwith employment or so-
cial outcomes of the recession and medium or long-term outcomeimgastklctural de-
velopments;

Measures targeted at all workers unemployed and measuoesddd specific groups;
Measures beneficial to insiders in the employment system @hort-time working
schemes) and those also including outsiders or specifically é¢drgétthese groups (e.g.
long-term unemployed, young people).

Linking the analysis of the national responses to the recessiohaiditopean Employment
Strategy, a more detailed distinction is required between:

Measures undertaken or continued in the framework of implementingutfopean Em-
ployment Strategy, within the National Reform Programmes or @o&ptecific Recom-
mendations;



23
O

Initiatives adopted as a general reaction to the econormsis;cr

Policies and measures targeted specifically at distffextte of the economic crisis;
New/innovative measures based on a general approach to reackhibie targets or even
more far-reaching targets.

A report from the European Commission looked at Member Statdasypekponses and cri-
sis measures for the labour markets (European Commissioft @Ho investigates how far
national responses were in line with the long-term stratefpemeobjectives and future chal-
lenges and risks, cross-border spill-over effects and the need-todination at the EU level.
It provided a first preliminary assessment of those policgsg implemented to support the
labour market in Member States’ recovery programmes. gpertr emphasises the need to
take into account country-specific crisis circumstances angatieular labour market situa-
tion.

The report highlighted the most important objectives in tacklingréicession ((European
Commission (a): 18): keeping people in employment, reinforcatiyadion and providing
adequate income support, investing in re-training and skills upgraeirsyring the free
movement of workers within the Single Market, supporting meagargs non-wage costs),
and tackling youth unemployment.

The report describes some guiding principles and a number of cosdafdabour market
policies to strike the right balance between short- and long-¢enpioyment policy targets
and emphasises a number of requirements. Key conditions are to:

Realise in the case of short-term interventions their tamsistency, that is, that they are
compatible with long-term policy goals and do not put the brakeaovery;

Ensure that labour market policies contribute to enhancing employmemrawth pros-
pects in the medium term;

Implement short term measures which are timely and tempoifzey wecessary, and es-
pecially well targeted;

Design policy measures consistent with the flexicurity priesipl

Develop measures designed to prevent job losses which facddaistment and ongoing
structural changes;

Maintain the focus on skills and productivity to secure sustainidig;term growth in
the longer run;

Avoid that people get trapped in (long-term) unemployment whencitveoey recovers
by fully exploiting the strong complementarities existing betwagrand transfer policies
and active labour market programmes (European Commission (a): 36).

Labour market and social policy responses to the crisis seem\ery much in accordance
with the guiding principles set in the Communication ‘Driving dhgan recovery’ of 4
March 2009 (CEC (b)). The majority of policy interventions areeaimat improving job
placement and investing in training and lifelong learning, improvintgirey processes and
facilitating labour market transition, and stimulating labour aedn(European Commission
(a): 38). According to the report, 47 % of measures seem tolmatettio long term goals and
43 % are in line the Country Specific Recommendations and/or keyewrhedl set in the
framework of the Lisbon Strategy. Although efforts of stimulatadgplr markets appear ade-
guate in terms of policy choices, their intensity seems djaitiéed in many countries. In
some cases, measures lack ambition or are rather isdiatexpéan Commission (a): 39).

On the other hand, about a quarter of the measures aretbkggnerate considerable spill-
over effects on the other Member States. This applies toigohimed at, for example, reduc-
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ing social security contributions or subsidies to working time fléibje.g. through short-
time work or partial unemployment support). Therefore, therensea for a stronger EU-
level co-ordination to avoid competitive distortions in the madémarket (European Commis-
sion (a): 20).

The report describes a number of policies and measures which shoatdided because
they may risk undermining long-term policy goals or might bedliffito reverse. Measure
which should be avoided are:

Indiscriminate, tax-funded support for jobs in declining industries;

Large-scale job-creation schemes in the public sector;

Policies that facilitate economic restructuring by pushing werkedeclining sectors out
of the labour market through early retirement;

Revision of employment protection legislation unless these are deddwithin an inte-

grated flexicurity approach covering all its components;

Measures which are likely to have permanent adverse etiaghblic finances ((Euro-
pean Commission (a): 19).

Interventions to subsidise job creation schemes in the public semteimplemented particu-
larly in the Czech Republic, Hungary, Slovakia and Romania. répert emphasises that
such schemes could prove required at a certain stage, irofcasey large unemployment
growth and to prevent severe social consequences of the lerigiese cases, they need to be
well targeted and properly designed to avoid longer term negdfieetseon both public
budgets and their beneficiaries (European Commission (a): 40).

A study on the medium term employment challenges of the Lisbate§yr (CEPS 2009)
systematically investigated explanations for the huge difte®in the performance of differ-
ent national labour markets in Europe. The researchers exploretiethgtls of institutional
factors, such as different types of labour market regulationlse@onomic factors, such as the
types of sectors particularly hit by the recession. For exartig massive job losses in Spain
could be explained by the large number of a-typical labour cositoadty the importance of
the construction sector in the country which was severely hhdygrisis. The research group
analysed cross country correlation for the Okun’s coefficients twio indicators: the index
of employment protection legislation by the World Bank and the gfaemporary workers
respectively in another calculation the evolution of employmdmt. donclusion was that in-
stitutional factors related to labour market regulation andkfiktyi are not interrelated with
the elasticity of unemployment (CEPS 2009: 91). The findings o$tiindy point to the level
of educational attainment as a powerful explanation of transiidimei labour market as well
as of the related cross-country differences (CEPS 2009: 91).

One conclusion of the study is that ‘simply’ increasing labour nidideability in the differ-
ent countries will be insufficient to enhance the overall fuemgployment performance
(CEPS 2009: 91). In relation to the employment strategy for theLjgi®in period, the re-
searchers emphasise that the strive to increase labour rfiarieility has to be comple-
mented by an equally strong endeavours to enhance the sespéatfsa(CEPS 2009: 91).

A study on the greening of the European economy (Broughton 2009) loolspanses and
initiatives by Member States and social partners in the bagkdrof the EU’s policy frame-
work for the green economy (e.g. CEC (d): 2009) and commitments stcheaiice carbon
dioxide (CQ) emissions. It finds that the green agenda and green poliei@sce advanced
in some countries than in others. A number of governments havetaketewvarious initia-
tives in the attempt to stimulate employment in the contettedoeconomic crisis. The study
studied a number of sector-specific initiatives from the envieorial technology industry,
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renewable energy, waste management, construction, transgict)ltare, tourism, automo-
tive sector.

A study on policies supporting renewable energy sources found thatiaghiee 2020 En-
ergy from Renewable Sources (RES) targets can boost the Eussperaomy by a net effect
of about 410,000 additional jobs (Ragwitz et. al. 2009).

Links between the skills profiles of the labour force and environméatdrs were the sub-
ject of a study for the European Commission (Slingenberg et. al. 2008p. 21 million jobs

in the EU are linked to the environment. The study finds that fielomgloyment will be af-

fected in at least four ways:

Creation of additional jobs in areas such as for example manafarpollution-control
devices;

Substitution of employment for example due to shifting from fds®ls to renewable
energy sources;

Elimination without direct substitution;

Alteration of many occupations (i.e. plumbers, electriciaretahworkers, or construction
workers) due to the greening of day-to-day skill sets, wortkoas and profiles.

The study describes that a number of sectors already fatsrekilages. For example, there
will not be enough qualified workers to implement the Directive oretiergy performance
of buildings (Directive 2002/91/EC). Therefore, training of workiergnvironment-related
sectors is a fundamental requirement to deal with the environhudratiéenges and also to
maintain or create jobs. However, the study refers to statistm Eurostat which reveal that
workers in environment-related sectors undertake relativedylife®ng learning activities.

3.2 Measures to maintain employment

The employment guidelines in the European Employment Strategy focuereadsing em-
ployment and employability. Nonetheless, measures to maintairoymght and tackle nega-
tive effects of the economic downturn also build a basisufioiré increase of employment.

Key policy initiatives undertaken to maintain employment during goession are training
and education measures for those employed, encouraging flexible workengnd partial
unemployment to avoid mass lay-offs, and reduction or suspensiamaftage labour costs.

Training support for employed people

In several Member States, governments support education and traieasyres for compa-
nies’ employees during the recession and, in this way, preptgeses and employees for
economic recovery by taking advantage of the low level of busimesvity. Measures intend
to motivate enterprises to carry out additional training dieszi They include (Mandle 2009:
13):

Advice and consultancy to enterprises;
Contribution to training costs and/or wages;
Fixing conditions for training support (often linked to short-time warkther schemes).

Short-time work — partial unemployment
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In some EU Member States, the rise in unemployment has be¢edlichie to attempts to
limit the extent of dismissals based on a temporary reductiarorking time below contrac-
tual agreement, in form of short-time work or partial unemploymehbsidised by public
funds. In most countries, social partners are strongly involvitese schemes.

In some countries, these schemes are permanent and have bfeady place for decades.
In other countries, these schemes have been introduced astianréa the recession. An
ERM report provides an overview on public support for short-time work emg@drary lay-
off schemes and their provisions (Mandle 2009: 10). Seven Memdies$BG, CZ, HU, PT,
RO, SI, SK) introduced new schemes and eight Member StalesB@ DE, DK, FR, IT,
LU, NL) adapted their existing schemes. (Mandle 2009: 10; Europeammizsion (a): 39)
The adaptation of schemes was directed towards the duratioa siidrt-time work or partial
unemployment, the eligibility, and type and extent of support. In nasstsg only employees
with a permanent contract are covered by these schemesrima@®y and France, also atypi-
cal workers are included. In some countries (AT, HU, NL, 8l¥tricter conditionality has
been imposed on companies to have access to such schemesndlbdse for example, the
need for the evidence of falling demand of at least ainectansiderable percentage, the
commitment not to dismiss workers and a plan for sustained emgiafter the application
of the scheme. These aim to address the potential shortcoming liokihese schemes
((European Commission (a): 39).

The best approach is to combine endeavours to maintain employmentaivithgt and en-
hancing employability. This is an important new feature of suchmsetieGerman employers,
for example, who provide their workers on short-time work the opportumipatticipate in
qualification and training measures, receive a reimburseaighe social security contribu-
tions and financial support for the costs of training meashi@sever, only 40 000 of over a
million workers on short-time are in any measure of furthenitrg offered by their compa-
nies. Budgets set aside are not taken advantage of suffidigntiye companies (Frankfurter
Rundschau, 4 September 2009).

Some countries (CZ, NL, Sl) have made training in short-twokk or partial unemployment
compulsory, while others (AT, BE, DE, HU) try to encouragéing and enhancing employ-
ability by means of incentives ((European Commission (a): 4di& 2009; 13).

Short-time working schemes can be quite effective for a cesdrperiod in buffering effects

of economic recession, but do not in itself have a real edfeemployment creation. There-
fore, it is crucial to look at the potential long-term outcowfeastitutional responses and not
just at their short-term effectiveness in tackling thea# of the recession. Maintaining em-
ployment during recession is very important, but long-term stralctinanges — as for exam-
ple in the automotive sector — are not tackled.

Although training measures and enhancing employability in such sshare favoured, the
effectiveness of the training measures can be crifida. training measures will be mainly
short and the gain for companies of investing in skills developmeawptnot be clear when the
future of the company and the workforce is somewhat unsure (82000: 14).

Reduction or deferral of non-wage labour costs for current empdoyee

These measures focus particularly on social security contribgfts example in Bulgaria,
Germany, Hungary, and Sweden and aim at a reduction or suspensionwag®tabour
cost in order to maintain employment (Mandle 2009: 14).
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3.3 Measures to create employment or enhance employ  ability

Creating employment can be based on generating new workplaasafople in new areas
or sectors or on supportive state measures to establish new emaptaypportunities. Some
countries (e.g. France, Hungary, Spain) have announced exphtst fgr job creation includ-
ing the creation of green jobs (ILO 2009: 30). However, moste@public initiatives aim at
creating new employment opportunities or at enhancing employability.

Key measures to create employment by means of support are:

improving job placement;

job matching, counselling and career guidance;

incentives for companies to employ additional workers

incentives for companies to employ long-term unemployment, youngepeopther
groups;

(re-) training of unemployed;

reinforcing activation;

cutting labour costs;

mobility grants;

supporting self-employment.

Table 24 gives an illustration on some examples of the manifold tyjppolicies and meas-
ures aiming at the creation of employment and/or enhancing erbpityya

One report found that the majority of interventions to creatpl@/ment as a response to the
economic crisis were characterised by a clear targetingleéquately respond to changing
needs and priorities (European Commission (a): 40).

Some examples of policy approaches give further impressions endeavours of the Mem-
ber States. The Netherlands developed a country wide networkabillity Centres’. These
temporary public-private partnerships aim at intensifying sperdytimely assistance to job
seekers and businesses to prevent as much as possible foroHd. [&he intention is to rein-
force the capacity of the Public Employment Service, actingnasn-the-spot labour market
facilitator. Employees threatened by unemployment will be tassia finding a new job, or
they will be temporarily sent on secondment at other companiescéssary, completed by
additional education and training (European Employment ObservatorylZa)European
Commission (a): 40).

Spain adopted specific interventions to support workers threatened g%y disnissals in
those sectors which had been most severely hit by the diiese measures include in-work
vocational training, social security rebates to presenaiegijobs, subsidies for job search
and mobility (European Commission (a): 40).

A further example of good practice is a comprehensive syrateg@mployment developed in
the United Kingdom, based on the ‘New Opportunities’ White Papes. Widie-ranging em-
ployment package includes a set of various measures, suntreassed training offer for un-
employed, support in the pre-redundancy phase, extensive support forutteseloyed
longer than six months, provision of the right support for skills and-tzaalork activities for
job-seekers, through a staged programme of support.
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Table 24: Policies and measures to create employnieand/or enhance employability

Job matching, counselling and career guidance

Policy/measure

Improving employment services

Aims/objective

Matching of supply and demand in the labour matRetrget groups: workers seekirm-
ployment and companies searching for employees

Example

ES, UK, DE: Hiring of additional PES stimembers
DK, EL, FI: better tailoring of the services progilito ease the labour market transition

Policy/measur

Job matching and employment guide

Aims/objectives

Providing advice and consultancjotiseekers

Example

UK: Jok-centre Plus offdng individual support and tailored traini

BG: Programme ‘New Employment Prospects’ as pattiédNational Action Plan for Em-
ployment

EE: Opening new centres for working life

Policy/measur

Special target grouy

Aims/objective:

Initiatives for cetain sectors or groups most severely hit by thessior

Example:

DK: allow unemployed nc-skilled persons to take formal e@tions in areas, where skill¢
workers are needed, for example, nursing staff

Incentives for companies to employ additional workes / long-term unemployed

Policy/measur

Financial support to companies employing additiowatkers

Aims/objective:

Create new or additional jo

Example:

UK: subsidies for employers hiring workers beingomployed for more than six mont

Policy/measur

Reducing non-wage labour costs

Aims/objective:

Reduction of no-wage labour costs for newly hired employ

Example:

FR: Lower social security contributions of companigth fewer than 10 employees for ¢
newly hired worker during 2009

PT: Micro- and small enterprises are exempt frooiadecurity contributions for 24
months for hiring long-term unemployed

BE: Reduction of employer’s contribution (during shonths at most) for employers hiring
a person aged more than 50 for long term contf&tasiders)

Policy/measure

Wage subsidies

Aims/objectives

Support for companies hiring lafflfainemployed people

Examples

HU: Subsidies for hiring employees laiflbgf other companies

Creation of sustainable job perspective for young gople

Policy/measure

Programmes for young people

Aims/objectives

Reduction of youth unemployment

Examples

AT: Within 6 months, all unemployed yoyapple (aged 19 to 24 years) will be offered
either a job, a tailor-made training or subsidisatployment

DE: Training bonus for creating additional dualrinag places for disadvantaged youth —
early school leavers, persons from preparatorgitigimeasures or bankrupt companies
DE: GermarLandercommitted to improve learning capabilities of ygunigrants

(Re-)Training of unemployed people

Policy/measure

Enhanced provision of training

Aims/objectives

Providing greater funds, offeringmacourse, changing eligibility criteria to impeogccess
to the training measures

Examples

FR, DE, PT, UK: training programmes fad-laff workers

Policy/measure

Special target groups

Aims/objectives

Focus on particular groups — furtipgalification or attempt to retain workers in doyp
ment
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Examples

DE: People older than 25 lacking an odio qualification; support fot training for tem
porary workers
IE: Retain thousands of construction workers inithglementation of green technologies
buildings and carrying out of compliance and eneeding assessments
EE: Making those out of the labour market eligitdetraining provided by the Ministry of
Education and Research

>

Policy/measure

Support for training costs

Aims/objectives

Support for training costs of measundertaken by private training providers

Examples

BE: Training and continuing education farworkers, unemployed or temporary layoff
workers of 26 sectors ( Flanders) - Financial itiees for training of company’s workers

Policy/measur

Additional income suppc

Aims/objective:

Income support for unemployed who attenqtraining while they are unemployed due
the recession

Examples

FR: Occupational transition contractsnéifing of 80 % of their gross income for one yea
while taking part in training or internships in cpanies
RO: 50 % support on expenses for continuous vagaliwaining for both employees and
unemployed
AT, PT, SE: Improvement of financial support toeex training

Policy/measure

Mobility grants

Aims/objectives

Tackle mismatch of supply and dethalincentives for workers who relocate temporarily
by daily commuting or permanently by moving

Examples

BE: Extended tax incentives are offereshtployees for commuting
SK: Travel and accommodation allowance

Supporting self-employment

Policy/measure

Advice, consultancy and training

Aims/objectives

Advice and consultancy regardinguieed procedures for the start-up and the legaias
and economic aspects

Example:

UK: Support for unemployed to set up a businesh ®adlvice orestablishing a business pl
and funding in the first months
BG, RO: Funding of training measures

Policy/measure

Funding for business start-ups

Aims/objectives

Support newly established businegmin access to finance

Examples

AT, LT, PT, UK: introduced or extendedsidies for business start-ups

Sources: Mandle 2009; European Employment Obsegauarterly Reports, June 2009, Executive Summary
European Employment Observatory (b), Quarterlydrispfrom the SYSDEM Correspondents (for all
27 EU Member States), June 2009; National contiohstfrom the correspondents in the European Re-
structuring Monitor to the comparative analyticaldy ‘Tackling the recession’, 2009; ILO 2009;
European Commission (a)



30
O

4  Implications of the economic crisis for European
employment policies in the post-Lisbon period

4.1 Medium-term effects to the economic crisis for the formulation
of the European Employment Strategy in the post-Lis bon pe-
riod

4.1.1 Different outcomes of the economic crisis for Member States

The analysis above of some key data on employment revealef@r@mtifimpact of the eco-
nomic crisis on the Member States. The Member States, wrechffected most in terms of
negative employment growth, decrease in employment ratesgsincrease in unemploy-
ment and dramatic increase in youth unemployment, are the thlée @untries, Spain and
Ireland. Four of these countries (Spain, Lithuania, Latvia adrid) are among the six coun-
tries in which the onset of unemployment was already in 2007. The tatberountries in
which unemployment started to increase in 2007 (Luxembourg and Iteig) less affected,
although Luxembourg is also affected by an already considerable mérelmg-term un-
employment. The only exception among these countries is ltalyewheralready high level
of long-term unemployment remained unchanged. Spain, Lithuania, L a®lend are also
the Member States with already dramatic rates and an exirarease of youth unemploy-
ment.

One explanation for the early onset and a massive increas@eafiployment in Spain,

Lithuania, Ireland, Estonia, and Latvia is the huge relath@ortance of the construction sec-
tor. The construction sector was among the first sectors severdy the deep recession.
Latvia, Lithuania, Spain and Estonia as well as Romania andK&idvad to face the strong-
est decline in employment in industrial activities. Lookinthatshare of Member States with
an increase of unemployment in the EU, Spain has the highestinpage (in addition to the
UK and France).

The marked differences in effects of the economic crisis dertwthe Member States show
strong difficulties some countries are facing and the need facylartsupport. Still, the ma-
jor impact of the economic crisis on the labour marketsstiisahead. Considering the time
lag between the economic downturn and the effects on employmenhea@den longer time
gap between economic recovery and achieving pre-crisis employeverhs, it seems too
early to capture the force of destruction of employment arehticipate the full impact on all
Member States. Additionally, in many Member States labouwkebhanstruments such as
short-time work or partial unemployment could buffer the effecthefcrisis for some time
and the mass dismissals are just starting or re angdpat the next months.

A fundamental question in the current situation and in the formulatidimeoEuropean Em-
ployment Strategy in the post-Lisbon period is how the effectseoétonomic crisis on em-
ployment creation can be detected, when there are obviously catdedeme lags in seeing
the visible evidence of effects in full and how this can gthéepolicy strategy development.

4.1.2 The significance of the economic crisis fort  he European Employ-
ment Strategy policy framework

In view of the employment effects of the economic crisistranger emphasis on Employ-
ment Guidelines within the Integrated Guidelines is imperaEconomic recovery is consid-
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erably faster than the recovery on the labour markets as tadtexiperiences with past reces-
sions illustrate. As the current recession is anticipated e particularly long-lasting and
grave effects on the labour markets a rebalancing ohtegrited Guidelines could support a
faster and sustained recovery of the labour markets. Addtistisal analysis and economic
forecast already demonstrated, the achievements and improvemérgsgoals of the Euro-
pean Employment strategy are already reversed. Thereforejeansgonger emphasis on
employment growth is a political necessity.

The thesis that the policy developments within the European EmplayStrategy have been
and will be favourable for absorbing even more destructive efté¢tee economic downturn
(e.g. European Commission (a): 34) is comprehensible. The podéinyetrork, despite all
weaknesses and failures to achieve all the 2010 targetst snly unique in international
comparison but a fundament to develop and back up future employment policiescome
the effects of the recession and advance the long-tertagstrgoals.

One indication that the European Employment Strategy already pdoeidgood policy

framework are the differing unemployment figures for the EU andTa&®le 7). An analysis
detecting decisive elements and dimensions of the policy frarkeeantributing to the com-
parable better performance in terms of tackling unemploymendl deubne determinant for
the future formulation of the European Employment Strategy in thel gi®on period and a
concept for an integrated crisis management.

Until 2010, the EU will not achieve the strategic goal ‘..b&@ome the most competitive and
dynamic knowledge-based economy in the world, capable of strongnuwmm and non-
inflationary economic growth with more and better jobs and greatgal cohesion’ (Lisbon
European Council, March 2000) but the EU evidently developed a paddimefvork favour-
able to tackle the recession. The last OECD Economic Sunvelie EU (OECD 2009) em-
phasised the ability of an immediate proactive response &uhe the economic crisis.

The effects of the crisis are of different importance fier formulation of the priorities, em-
ployment guidelines and related indicators. The further developamhtrevision of the
European Employment Strategy in the post-Lisbon period can build on exq@sriand re-
flections over the last decade, including a rebalancing of obgsctind integration of new
strategic goals. The post-Lisbon formulation of the European EmpiaySteategy should
combine a continuation and a further development of the alreadingxistiicy framework,
integrate new challenges and strategic goals, and, anietime, consider the need to tackle
the recession in an integrated and coordinated approachriretiam-term.

Considering the statistical data on the significant determratfi employment growth, the
massive increase of unemployment and youth unemployment and the ntediuimpact of
the recession, it is clear that the European Employmeaite§t cannot proceed with a ‘busi-
ness as usual’ approach in the post-Lisbon period. Cyclical deveitpme inherent ele-
ments of economies and have a multi-dimensional and quite unevert mnpalsstacles and
barriers for employment performance. Therefore, the focus shoutmh @ integration of
crisis management in an employment policy strategy, rattzer ¢im isolated measures to
tackle the effects. An integrated anti-crisis managg¢memands two elements:

Strategic policies and instruments tackling the current rexeas the labour market with
a view to both the specific needs on Member States and the eétapEU policy coor-
dination, and

Aa long-term integration of anti-crisis strategies intopbset-Lisbon strategy formulation
to prevent or smooth out the labour market effects of potentiakfudgessions.
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Also, the new and emerging issues for the European Employmetgig$tia the post-Lisbon
period — as already discussed in various policy contexts — such @sifban economy or

demographic ageing have to be integrated. As this is not tus fof this thematic paper,
these issues will only be discussed with a view to trectffof the economic crisis.

The following illustrates the policy context for the EES in the4hésthon period.

Instruments:
Guidelines/
Indicators etc.

Economic crisis
Structural impact:
Economic / Social

Institutional reactions New targets / priorities
Adjusted instruments:
Guidelines/Iindicators

(Multi-level)
Governance

Starting from the existing European Employment Strategy potemdwork, the first step
will be an analysis of the existing instruments. Consideratorf®rmulation of the European
Employment Strategy in the post-Lisbon period have to be combinekmathledge on the
effects of the economic crisis and its potential structurahemic and social impact and insti-
tutional reaction to tackle the recession. The informatimisb@ be used is the monitoring
and analytical indicators, developed over the last decade, andrmewised indicators. The
formulation of the European Employment Strategy in the post-Liskoindincludes both
adjusted instruments and long-term new priorities and targetshanetarm or medium-term
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targets to overcome the effects of the economic crisigmfmoved governance and owner-
ship of the strategy is even more central to successhdkling the recession and fostering
the strategic objectives in the long run.

The deep recession displays more openly underlying structural probtehthallenges and
makes policy issues and weaknesses of policy strategiesenmident. The formulation of the
European Employment Strategy in the post-Lisbon period must be setmupneve anticipa-
tory on the one side and more long-term oriented on the other side.

Although the economic crisis has disrupted progress achieved tothardbjectives of the
Lisbon Strategy, past experience gives evidence that ecorasigccan provide impetus for
introducing longer term structural reforms by demonstrating thigalions of existing poli-

cies (OECD 2009).

The strategic concepts must be more forward looking and include sh#étsployment be-
tween sectors and occupation. The development of the sectors apdtawts should be con-
stantly monitored and analysed and integrate gender-related laaswa#mographic trends.
One focus should be on the potential of, for example, the futwedagenent of ‘green jobs’
or the digital sector and the implementation of a coordinated peglipyoach for employment
to achieve global competitiveness.

4.2 European Employment Strategy framework

4.2.1 Priorities of the European Employment Strateg vy

A fundamental decision is whether policies to tackle effecthecrisis should be integrated
in a revision of the European Employment Strategy after 201@&hather specific pro-

grammes should be set up. As the severe economic crisis éedisouption of the progress
achieved under the European Employment Strategy, the formulatitve dturopean Em-

ployment Strategy has to build on the new situation and fuathigcipated challenges. Poli-
cies to effectively tackling the recession have to be coesbiwith the long-term strategic
objectives as well as new challenges and according key f@sorit

The current employment guidelines, part of the Integrated Guiddime2008-2010, formu-
late as key priorities the following:

Full employment,
Improving quality and productivity at work,
Strengthening economic, social and territorial cohesion.

In principle, these key priorities are also relevant to tattkderecession and achieve future
progress regarding the European Employment Strategy.

Full employment must remain the key objective despite of the dramaticadlpg unem-
ployment figures and strongly declining employment growth in the Ui particular in a
number of Member States. The priority should be divided in a phasemhappavoiding any
further increase and tackling of long-term and youth unemploymergtinrgge-crisis em-
ployment levels in the medium-term (next half decade), an@olifull employment over
the next decade.

Improving quality and productivity at work and fully exploiting the synergies between
quality at work, productivity and employment is a priority whiclmidéine with achieving the
strategic long-term objectives of the European Employment §yralteis also of central im-
portancefor an integrated anti-crisis management within the esgsaind in the short-term
with a recovery of labour markets and new employment growth.
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Strengthening economic, social and territorial cohesioare of uttermost importance both
for achieving the long-term strategic employment goals anddaling with the social conse-
guences of the economic crisis. This applies to the increasddhs@engthening and rein-
forcing social cohesion, fighting poverty, preventing long-tememployment traps and ex-
clusion from the labour market and support of integration of peopleatvdistage into em-

ployment. On the background of the growing regional disparitiesrmstef employment and

unemployment, efforts to efficiently support Member States tegbehind and particularly
concerned by the recession are fundamental for the economic andgoceabf Europe and

strengthening the internal market.

Two further priorities should be included:

Achieving sustained growth and developmenbased orincreased innovationand so-
cial reforms fully taking into account environmental issues ¢ertral forward looking
priority in the context of globalisation.

Striving for and speeding up efforts to achievgreen economy and exploit the job
creation potential is suitable to address various key problems the EU is currexiiygf
in particular, the effects of the recession and environrhisstzs.

Furthermore, supporting gender mainstreaming and the promotion of genakgity, ad-

dressing the demographic challenge, combating discriminatm@hactive inclusion remain
fundamental issues for the formulation of the European Employmeate@jrin the post-
Lisbon period, irrespective of the effects of the economicscrisi

As particular groups are differently affected by the effeftthe deep recession, European
employment policies should not abate their endeavours for imprewnqdoyment rates and
labour market participation policies for groups currently lefsctdd. Placing more attention
to some groups at the expense of other groups would hamper longttategic objectives.
Examples could be policies for the younger people at the experffiertd for older workers
and active ageing or attempts to weaken policies for raign@le employment in order
maintain men in employment. The same applies to the group of thurdrg migrant work-
ers. Such approaches would question the policy framework of the Eur&pealoyment
Strategy, and the future achievements of employment poésiegell as the European Social
Model. The conceptual keystone should be to look at structural develapoiesgctors, re-
gions, occupations, skills and the required policy responses tooenkebour market per-
formance and not be to look at a group-by-group outcome of the mte€therwise, the
severe economic crisis would have a stronger impact on Eurcgieaur Imarkets than those
being induced by the economic downturn itself.

4.2.2 Targets and benchmarks in the framework of th e European Em-
ployment Strategy

In the context of the framework of the European Employment Syrstmge key targets and
benchmarks have been agreed and set. The following analyslsokilat these targets and
benchmarks and discuss the potential impact of the economg amisichieving these targets
and benchmarks. Furthermore, the significance of these tangeétsenchmarks for the for-
mulation of the European Employment Strategy in the post-Lisbon panddpotentially
more urgent targets and benchmarks in the context of the alWesslalg and anticipated out-
come for the labour markets will be discussed.

In relation to the targets and benchmarks, a first step isotodt the currently visible pro-
gress and likelihood to achieve the benchmarks by 2010. A second stepnsitler whether
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the current set of targets and benchmark should be modified irometatihe effects of the
economic crisis. The considerations will not include general terg-objectives, which are
not related to the effects of the economic crisis. Tabler@8epts some proposals for urgent
new targets and benchmarks before looking at the existingsangetbenchmarks.

The current key targets and benchmarks are both appropriate to nre@m®maployment per-
formance and to tackle the recession. In the case of masé aangets and benchmarks, no
recent data on the possible impact of the economic csisigailable. Some of the targets and
benchmarks gained even more importance regarding the alreslolg \utcomes of the deep
recession on the labour markets. Additional targets and benchmauksofothe social effects
in terms of the trends of unemployment, a better matching of supgdlgl@mand on the la-
bour market and focus on future jobs and societal challenges.

Endeavours to achieve the targets and the benchmarks in a pppssch are essential for
the future of the European Employment Strategy. However, therexamples, such as the
Danish government announcing that, because of the crisis, the safecommended by the
labour market committee will not be implemented (Planet LabBbuseptember 2009,
http://www.planetlabor.com/?set_language=en&c)=dh such decisions are or have been
taken in other Member States, the economic crisis maysmay slow down the implemen-
tation of reform programmes and indirectly the implementatiadhetargets and benchmarks
set in the framework of the European Employment Strategy.

Table 25: Newly proposed and current targets and behmarks of the European Employment Strategy

Proposed new targets and benchmarks

Targets and benchmarks Unemployment rates will be reduced to at leaste-gte-crisis level of — 7.0 % by
2015

Targets and benchmarks Youth unemployment rates will reduced to 20 % W226 15 % by 2015, to 10 %
by 2020

Targets and benchmarks Long-term unemployment will be reduced to - theeqoisis level (2008 g4) of +
2.5 % by 2015

Targets and behmarks | Endeavous on matching of supply and demafor jobs and occuations in area
with skill shortages will be reinforced and supgattby comprehensive policy sets
on education and training.

Targets and benchmarks A particular — to be specified — percentage of jab be achieved in new ‘green
sub-sectors’

Targets and belhmarks | A particular—to be specifie— percentage of jobs will be achieved in new tel-
ogy sectors

Targets and belhmarks | A particular —to be specifie— percentage will be achieved in klong learning
specifically targeted at ‘green skills’ to fulhvironmental commitments

Targets and benchmarks Jobs and occupations in the care sector will be enaxbre attractive by enhancirjg
employment and working conditions and strengthenowypational profiles.
Labour demand (skills shortages) in the care seuwtilirbe reduced to a certain +
to be specified — percentage.

Current targets and benchmarks

Targets and belhmarks | Every unemployed person is offered a job, appreship, additional training ol
other employability measure; in the case of youagspns who have left schopl
within no more than 4 months by 2010 and in thee aafsadults within no morge
than 12 months

Effects of the crisis an| There is 10 recent information on the impact of the reces. The atest data o

relevance of the targetsaccording LMP measures covers the year pre-crisis 2007. It is based on ng-

and benchmarks tional data and harmonised European data is natbhie As there is only data fqr
some countries, it is even difficult to assesssihgation in the year 2007

Formulation of the EES The targets and benchmarks should be renewed atebeours to fulfil them

in the post-Lisbon period should be strongly reinforced with regards to #ising levels of unemployment.

Targets and behmarks: | 25 % of lonc-term unimployment should [rticipate by 2010 in an active measlt
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in the form of training, retraining, work practicer other employability measure

with the aim of achieving the average of the threxst advanced Member States

Effects of the crisis an
relevance of the targe
and benchmarks

There is no recent information on the impact of tbeession. The latest data
saccording LMP measures covers the year pre-criség 2007. It is based on n
tional data and harmonised European data is ndlbale As there is only data fg
some countries it is difficult to assess even theason in the year 2007

=

Formulation of the EES
in the post-Lisbon period

5 The targets and benchmarks should be renewed adeaeours to fulfil the
benchmarks should be strongly reinforced with rdgéo the anticipated raisin
levels of long-term unemployment.

Targets and bethmarks

Jobseekers throughout the EU are able tnsult all job vacancies advertise
through Member States' employment services

Effects of the crisis an
relevance of the targe
and benchmarks

 Possibly the economic crisis led to an intensiftcatof endeavours based of €
stended measures and increased staff for employseewices induced by the rece
sion in many countries (see for example the Qusrteports of the EEO nationa
correspondents)
This issue is more important than ever to tackiengployment and improve matc
ing on the labour market.

S_
al

Formulation of the EES
in the post-Lisbon period

5 The target should be renewed.

Targets and bethmarks

An increase by five years, at EU level, of thectffe average exit age from t
labour market by 2010 compared to 2001

Effects of the crisis an
relevance of the targe
and benchmarks

There is no recent information on the impact of tbeession. Tt latest inforna-
stion published by Eurostat is annual data for thary2007.

In general: the benchmark for 2010 seems not ia beach.

The figures for the EU-27 for 2007 (provisionalwes) in comparison to 2001:

Total: 2001 -59.9 2007 —61.2 years

Female: 2001 -59.4 2007 —60.5 years

Males: 2001 -60.4 2007 —-61.9 years

There is a danger that early retirement schemeindgteasingly be used in the cd

of downsizing of the workforce in the recession.nAmber of national report

(EEO, ERM, EIRO) provide information of the use edrly retirement as ‘anti-

crisis measures’.

2

Formulation of the EES
in the post-Lisbon period

5 The target and benchmark must be renewed and aeaaline set.

An increase by five years, at EU level, of thectiffe average exit age from th
labour market by 2015 compared to 2000

The target must be emphasised in the formulatidch@EES and a particular war,
ing to misuse early retirement or other schemethéncrisis should underline th

strategic objective.

Targets and bethmarks

The provision of childcare by 2010 to at least % of children between 3 years ¢
and the mandatory school age and at least 33 #hibdren under 3 years of age

Effects of the crisis an
relevance of the targe
and benchmarks

There is no recent information on the impact of recession. The latest availat
[sdata annual data for the year 2007. The annual fdat2007 and the slow im

provement of the figures question if the benchmaiks be achieved. The figur

(all provisional values) for 2007 (and for 2005nirmckets) for EU25 are:

Less than 3 years/1-29 hours weekly: 17 % (14 %)

Less than 3 years/30 or more hours weekly: 13 %8411

Less than 3 years/no formal childcare: 71 % (74 %)

Between 3 years and compulsory school age/1-2%hoeekly: 43 % (44 %)

Between 3 years and compulsory school age/30 hmumsore weekly: 41 % (3

%)

Between 3 years and compulsory school age/no fochiklcare: 16 % (18 %)

The current raising unemployment combined with &k lar required provision o

childcare for job-seekers will lead to a disruptishemployment and cause lon

term barriers to raise employment levels.

f

Formulation of the EES
in the post-Lisbon period

5 Endeavours to achieve the benchmarks must be $yroeigpforced. The bench
marks should be set with annual benchmarks.
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Targets and benchmarks

An EU average rate of nerian 10 % early school leavers

Effects of the crisis an
relevance of the targe
and benchmarks

 There is no recent information on the impact of ideession on the achieveme
swith regard to the benchmark. The latest figuresliphed by Eurostat are the a

nual figures for the year 2007. In the EU-27 thecpetage for early school leave
was still 15.2 % in total (as already in the ye80&). According to gender th
figures were 13.2 % for women (13.1 % in 2006) add2 % for men (17.3 % i
2006). Therefore, the benchmark of 10 % for 20 Eireeto be out of reach.

In view of the dramatic increase of youth unempleptnendeavours regarding th
targets and achieving the benchmarks must be s$yroemforced. The fact tha
male young people are more strongly affected biypamrase in unemployment mg
partially be explained by the high percentage dfyeschool leavers.

The achieved reduction from 17.6 % in the year 20005.2 % in the EU-27 in th
year 2007 has cushioned the impact of the econorisis somewhat but was t
tally insufficient in general and to avoid youthemmployment and integration
young people in employment.

Forrrulation of the EES
in the post-Lisbon period

Renewal of this targ and benchmal with new deadlines
An EU average rate of no more than 12 % early stheavers by 2012
An EU average rate of no more than 10 % early stheavers by 2014

Targets and benchmarks

At least 85 % of 22-yeds ol the EU should have completed upper secon
education by 2010

Effects of the crisis an
relevance of the targe
and benchmarks

] There is no recent information on the impact ofréeession.
sThe figure is 78.5 % in the EU-27 for 2008. The ddenark for the year 2010 ca

not be reached (see also Table 20 ‘Youth educatitainment level by gende
2008’). The significant national differences haveeady been discussed in t
context of youth unemployment. The achieved in@egasm 76.6 % in the yed
2000 to 78.5 % in the year 2008 is insufficient.
With regard to the effects of the economic crisid ¢he dramatic increase of you
unemployment endeavours to improve the percenthges to be strongly rein
forced.

A general remark: it is not clear why the benchmafkrs to 22-year olds when tf
indicator for youth education attainment level refto the percentage of the popg
lation aged 20 to 24 having completed at least uppeondary education.
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Formulation of the EE$
in the post-Lisbon period

The target and benchmark should be renewed wittwadeadlines in two stages:
At least 80 % of 22-year olds in the EU shouldehaempleted upper seconda
education by 2012
At least 85 % of 22-year olds in the EU shouldéhasmpleted upper seconda
education by 2015

ry

ry

Targets and benchmarks

That the EU average levehdfcipation in lifelong learning should be atalst
12.5 % of the adult working-age population (2%#age group).

Effects of the cris and
relevance of the targe
and benchmarks

sing is not available. The annual figure for 2008isional value) was 9.6 % in th

Recent information on the impact of the recessioparticipation in lifelong lein-

EU-27. The figure for women was 10.4 % and for rBeh%. The total figure an
the figures for women and men all increased byp@rtentage points from 2007
2008. However, the figures declined in comparismivdlues already achieved
2004 and 2005. The benchmark of at least 12.5 2010 is out of reach.

It is difficult to predict the impact of the econamrrisis, i.e. whether the cris
triggered more participation in education and irajror if the restricted public an
private household budgets might have caused angecli

Endeavours to increase the participation in lifgltearning must be reinforced.
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Formulation of the EE:
in the post-Lisbon period

The target and benchmark should be renewed witwadeadlines in two stag
The EU average level of participation in lifeloregatning should be at least 10.5
of the adult working-age population (25 to 64 ageup) by 2012.

The EU average level of participation in lifeloregatning should be at least 12.5

Po

Po

of the adult working-age population (25 to 64 ageup by 2015).
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4.2.3 Employment guidelines

In view of the severity of the economic crisis and the godteid long time period for the re-
covery of the labour markets, the set of employment guideliitbéén the Integrated Guide-
lines has to be adapted and, where required, extended. The fglldiscussion of the em-
ployment guidelines focuses on the impact of the recession on thaldion of the em-

ployment guidelines and does not include a general analysis setha indicators for the
future European Employment Strategy in the post-Lisbon period. Stremgihitbe coherence
of the existing set of employment guidelines and strengthenirg ofiee of the single guide-

lines in line with the key objectives is a more generdkt.tls view of the additional chal-
lenges posed by the economic crisis, one general consideraboacisieve a clearer differen-
tiation between the employment guidelines and include cross-reésreamong the employ-
ment guidelines where required.

Integrated Guideline 17: Implement employment policies aiming l@ieaag full employ-
ment, improving quality and productivity at work, and strengthening sacidl territorial
cohesion

The deep recession had a strong impact on the employment rateshe year 2000 to 2008
the overall employment rate improved from 62.2 % to 65.9 %. Witrexast of 60.5 % for

2010 the employment will fall back to the level of 2005. Endeavowst be strengthened to
achieve the pre-crisis level in the short-term and thehyeark of 70 % at latest by 2012.

The 2010 benchmark of a female employment rate of 60 % was agfosted in the third
quarter of 2008 with 59.5 %. However, the figure declined as ammetof the crisis, al-
though less strongly than the corresponding figure for men. Nevhivemks should support
endeavours to raise the female employment rate. The benchng@kefshould be achieved
by 2012. Further the benchmark for 2015 should be set at 62 % and for 2020.aE &5 féct
that female employment rates were (until now) less effemyetie economic crisis than those
of men should not disrupt efforts to raise female employment tatbsost employment in
the EU and at the same time to foster gender equalibeitohg run.

The employment rate of older workers rose by 8.5 percentage point86t0ro in the year
2000 to 45.6 % in the year 2008. There was also still an incre@seé pércentage points (Ta-
ble 17) from the first quarter in 2008 to the first quarter in 200®eheless, the 2010
benchmark of 60 % is out of reach.

In general, the conclusion is that the 2010 benchmarks for theyment rates cannot be
reached. This requires continuing efforts to increase emplaypeeformance.

The target of reducing unemployment must be modified. The fijstie is to avoid a fur-

ther increase of unemployment and in particular of long-term unemplttyihm a second step
the unemployment policies must strive to return to the presdasel and in a third step to
further reduce unemployment and achieve full employment. In a gmortperspective, long-
term unemployment is the main trend. The core efforts have tofmentrated on avoiding
an increase of long-term unemployment (see also proposed IetéGaideline 25).

Integrated Guideline 18: Promote a lifecycle approach to work

New issues brought by the economic crisis are to avoid a furtberase of youth unem-
ployment (see also proposed Integrated Guideline 25) and strong é&npha&ndeavours to
bring young people into employment, education and training.



39
O

Endeavours to secure pathways for future employment have tolbdeidan a comprehen-
sive policy set ranging from tackling early school leavingsimg the educational attainment
level, support the transition from school to work or from apprenticéshgandard employ-
ment, and targeted vocational guidance — preferably in occupationseatms with good
future prospects.

Among others, this guideline requests ‘resolute action to ... regierger gaps in .... pay’.
Although the gender pay gap has an impact of female activity maptbgment rates, the at-
tempt to tackle the gender pay gap has to take place in a byudidy framework. The gen-
der pay gap is primarily a problem of wage structures andativé bargaining and should be
tackled within this policy field (see Integrated Guideline. 22)test statistical data on the
gender pay gap is only available for the year 2007. Thereforpptkatial effect of the eco-
nomic crisis cannot be analysed. Nevertheless, the assungptlaat the economic crisis has
a negative effect on narrowing the gender pay gap. Eithgyaghevill tend to be persistent or
it will even widen further. The structural indicator is novwsd&a on a harmonised source and
defines the gender pay gap as the difference between womah’men’s average gross
hourly earnings as a percentage of men’s average gross hawrlggs. Data based on the
Structure of Earnings Survey reveals that, although thexeslight reduction of the gap from
17.7 % in 2006 to 17.5 % (provisional value) in 2007, the gap widendtwinz Member
States in the same time period. In 8 Member States theegagined unchanged. Only in a
minority of 7 Member States a slight reduction of the gap isrehble (Eurostat, Structural
indicators, Gender pay gap in unadjusted form).

Active ageing and discouragement of early retirementhstile to be improved considerably,
especially in relation to the slow progress achieved in ternkgytargets and benchmarks
(see Table 25). In view of information available that in the cdnté the economic crisis
older people are increasingly pushed out of employment by meansyofetmement, efforts
to keep older workers in employment have to be strongly redor

Integrated Guideline 19: Ensure inclusive labour markets, enhanceattoaktiveness; make
work pay for job-seekers, including disadvantaged people, and thévimact

In the background of the effects of the economic crisis, labour maokeies must shift from

a focus on insiders on the labour market (e.g. widespread shoratichpartial unemploy-

ment schemes) to an inclusive policy for outsiders. In the @fasepport by means of short-
time work or partial unemployment, training measures provided bydhgpanies must be
made mandatory.

ALMP measures should be focussed as far as possible on job créatioe@ context of sup-
port measures of job creation, budgets should anticipate longftgyact of measure for in-
creasing employment and enhancing employability. Job creation cdiffé&entiated be-
tween interventions for short-term job creation to get people fautemployment and long-
term unemployment traps and interventions for job creation arttigypl@ng-term effects for
increasing employment and enhancing employability.

Eurostat data (Gagel 2009 (a)) revealed that direct job creagasures — i.e. interventions
that create additional jobs — accounted for 14.6 % of EU expendituretore*dabour mar-
ket policy or 4.1 % of total LMP in 2007. Direct job creation measuvere declining in im-
portance compared to other types of LMP measure in most Me$tdtes and in some Mem-
ber States (Cyprus, Netherlands and Sweden) this type of mdaswot used. In terms of
gender there are no marked differences, but the share of yourippais is — in some coun-
tries significantly — lower than the average. Long-term uneyaa were more often placed in
direct job creation measures.
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The average costs of direct job creation measures are haorelduble the cost for all types
of LMP measures. Given the sharp increase in unemployment in Memper States, these
measures are of central importance, but might decline furthretation to other spending, in
particular unemployment benefits. Therefore, it is importanbtoi$ on avoiding a circle of
lack of job creation measures and further rising unemployment.

Integrated Guideline 20: Improve matching of labour market needs

All policy measures listed for the Integrated Guideline 20ad high importance for dealing
with the effects of the crisis. All endeavours must bensfily reinforced.

Integrated Guideline 21: Promote flexibility combined with employrsecurity and reduce
labour market segmentation; having due regard to the role of the guzui@lers

As an effect of the economic crisis, there is a reklafsan increase in labour market segmen-
tation. Therefore, interventions have to tackle these outcam&dvance. Addressing the is-
sue of undeclared work will likewise require more efforts.

In promoting flexicurity, the balance between flexibility aeduwrity is substantial.

Under this guideline, the aspect of anticipation and positive geament of change should
achieve more attention and interventions must be inherent elenfemtsomprehensive ap-
proach (see also proposed Integrated Guidelines 26, 27 and 28). Gidisisgstematically of
different nature than the other issues discussed under this geidehm potential of job crea-
tion is of central importance for the future European Employmeatesyy.

In the context anti-crisis management, the current recessienlegl that sectors already de-
clining over a longer period of time seem to be hit most sguerbaerefore, the focus of poli-
cies should shift from supporting workers in declining sectors tacativorkers to other sec-
tors which are growing or newly emerging with good future prospedt¥med vocational
guidance and education and training measures.

Integrated Guideline 22: Ensure employment-friendly labour cost alewents and wage-
setting mechanism

As regards the aspect of non-wage labour costs the econonsdextiso unwanted spill-over
effects in relation to other Member States. Thereforegthdeline should be adapted with
regard to a stronger cross-national and EU level coordination.

Integrated Guideline 23: Expand and improve investment in human capital

Central in the context of this guideline is the effectivengfsswvesting in human capital.
More emphasis should be placed on targeted vocational trainimgiwith forward looking
occupational profiles and sectoral developments.

The introductory explanations should be updated. This refers for examphe sentence
‘Knowledge-based and service-based economies require differest fséith traditional in-
dustries’. The so-called traditional industries are an impeetérm and the formulation is
obsolete. More important is that the industrial sectors (for pkathe automotive sector) to a
strong degree changed to knowledge intensive sectors requiring moraoamdskills and
competences. A more precise description considering occupationgl@hettion develop-
ments is required here (see also proposed Integrated Guidé)ine

Remark: The date of 2010 given in the text for implementing tdean Qualification
Framework is incorrect. The deadline is now 2012.

Integrated Guideline 24: Adapt education and training systems in respomsyvtcompe-
tence requirements
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More emphasis must be placed on having targeted education andgtramoss the sectors
and occupations. For example, ‘knowledge-based economy and societgasead con-
cept to be a useful reference point.

All in all, the focus of this Integrated Guideline on adaptadgcation and trainingystems
must be complemented by a stronger focus on detecting the requirexbmpetence and on
instruments to forecast skills needs.

Beyond the existing integrated employment guidelines, further caasiiohs on recent issues
have to be either integrated into the set of guidelines artédetalicators and/or extended by
additional guidelines and indicators. Some important issueshwanécrelated to dealing with
the employment effects of the current recession in the me@itmand policy concepts and
instruments to prevent or cushion the impact of future recessiapgestea rethinking and
conceptual further development. Below are some suggestions forestisions and rethink-

ing.
Integrated Guideline 25: Tackling youth unemployment and long-termployament

As a response to the most severe outcomes of the econonscyaigh unemployment and
long-term unemployment have to be tackled with the highéesitgr

Extensive economic stimulus packages, short-time working or lpanganployment schemes
focus primarily on maintaining employment for insiders on the laboukehaFor outsiders
of the labour market, such as young or long-term unemployed people, eng¢as(re-
)integrate in the employment system must be well-desigh@dmprehensive set of policies
must combine pro-active measures to create originate nevoymgt (see Integrated Guide-
lines 26, 27 and 28), ALMP measures, and concepts of targesditication and training.

Achieving benchmarks as proposed in Table 25 to overcome high ¢téwadsith unemploy-
ment and long-term unemployment are of central importance hailepre-crisis employ-
ment levels and to avoid long-term consequences of exclusion frquoymnent for young
people and long-term unemployed.

Integrated Guideline 26: Managing change, sectoral employment, and occupatioekipdev
ments

The issue of industrial change appears to be underexposed in the enmplogiaied Inte-
grated Guidelines. The economic crisis revealed that sechick were already declining for
a long time are severely hit by the current recession. €hisires, on the one hand, a com-
plex future warning system and related informed recommendatomsanaging change. On
the other hand, it underlines the need to foster employment irmenging sectors or in still
growing sectors.

Furthermore, occupational developments are underrepresented emiileyment policy
framework. The category ‘occupation’ does not really play a rotee guidelines and in the
set of indicators. Therefore, the significance of occupatistrattures and employment de-
velopment is not captured, although there are important relesmsisvhich require moni-
toring and analysis. For example, looking at the severelyton@otive industry, a considera-
tion of occupational developments would provide more precise insightseoantployment
effects and the policy approaches. Studies (e.g. Ward 2008) shonotti@g importance of
high-level jobs for employment in the sector. While skilled occopatsuch as mechanics,
tool makers, metal moulders, electricians etc. were damiimg occupations over the last dec-
ades, the importance of others (such as engineers and congadiatists) increased. Indica-
tors only looking at the number of workers and their educatiotahatent alone do not give
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information on such structural developments. Indicators should alsmiénoccupations and
their developments beyond skills and competence needs.

The reluctance to develop occupation related indicators mayresult of the lack of a har-
monised detailed European occupational classification system.SU@-08 classification is
insufficient for such analysis. It includes only 433 occupations atall® a gender bias. A
first step in the right direction might be considering and furtieareloping the results of the
6" Research Framework Project ‘EurOccupations’ (www.eurocionsaorg) and its 5-digit
occupational classification, with 1 600 occupations and detailedodal®0 occupations for
eight European countries. Additionally, in many countries, using thioptet of European
cooperation, social partners are closely cooperating on thelogevent of occupations,
jointly with national authorities. Additionally, the endeavoursuad the European Qualifica-
tion Framework (EQF) could be a source of information. The EQReldte different coun-
tries’ national qualifications systems and frameworks togesaheund a common European
reference. By 2012 Member States have to ensure that individu#ficgtiah certificates
bear a reference to the appropriate EQF level.

Considering these occupation-related activities could also ealgmvernance and ownership
of the European Employment Strategy.

Integrated Guideline 27: Green economy

Achieving the green economy in the EUs entails a huge potentitiid creation of new em-
ployment as well as the need to develop sufficient ‘greersstallachieve the environmental
targets and to foster employment performance.

This includes a broad range of areas such as the impagndicsintly increasing renewable
energies, new technologies and innovative products as well agesh& jobs linked to the
environment. Sectors concerned are, for example, environmeakaidlogy, renewable en-
ergy, waste management, construction, transport, tourismukgré or the automotive in-
dustry. Strengthening occupational profiles and including these rdqguskdls and
competences in the education and further training is required.

The creation of green jobs and adapting occupations across thes s#aingly depends on
mastering the challenge to provide adequate and sufficierd, Silblifications and compe-
tences. The Member States should undertake initiativesmalate employment in the con-
text of the economic crisis by well-designed and targeteduresaso deal with the environ-
mental challenges and re-establishing pre-crisis employmesis I the medium-term. This
requires focusing on the links between skills profiles of the lafmue and environmental
factors.

Integrated Guideline 28: Tackling skills shortages

Despite sharply raising levels of unemployment, skill shortag@snumber of areas — fore-
most, the care sector — remain a problem. A mix of measunesjisred to improve the
matching of supply and demand in the labour markets. An importarg testackle skill
shortages is to enhance the attractiveness of sectors and weskplaimproving both em-
ployment and working conditions as well as occupational profiles. patiog future skills
and competence needs, occupational guidance, and provision dfvadétional training,
and adequate further education and training are important eletnewisid skills shortages.

Other important areas of skills shortage are environmenedekdctors and occupations. In
relation to high unemployment in the construction sector, m®erative to combine ALMP
measures with targeted training measures to enable workacguoe skills to perform tasks
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which are needed to implement, for example, the Directivéherenergy performance of
buildings (Directive 2002/91/EC). One example for an initiativéréhand is given in Table
24 (see also proposed Integrated Guideline 27).

In relation to already existing or anticipated skills shortag@s,example, in crafts and
engineering occupations, endeavors should focus on detecting these shkiltages,
comprehensive occupational guidance and involving all stakeholdexpamding education
and training measures.

4.2.4 Monitoring and analytical indicators

In general, the existing set of indicators should be analysed ahdrfdeveloped in line with
the existing employment guidelines and policy framework of thefaan Employment strat-
egy respectively its post-Lisbon formulation. This should build on tbhekviby EMCO
(EMCO 2009 (a and c)).

An additional approach could be to develop specific indicators for mmgtdistinctively
national policy responses to the crisis, their effects witmenMember States and their Euro-
pean level impacts on the development of employment. In relatitve &xpected recovery of
the labour markets from the recession over the next four tydiaes and the severe impact of
the crisis on some of the Member States or sectors, particoinposite indicators could be
recommended both for monitoring and analysis. The analytical restgtdd help to prevent
severe impacts and give information on how to overcome struactupacts potentially in-
duced by future economic crises.

The following provides some considerations in the framework of egistnd proposed Inte-
grated Guidelines.

Integrated Guideline 17

Composite analytical indicators could provide more insight irutiderlying structural devel-

opments which led to the decrease in employment rates and thas@dn unemployment.
This information could support specific political endeavours for teffascovery of the la-

bour market and analysis of the future policy needs. Such compositgtical indicators

should desegregate the highly aggregated figures of employmestarad should also focus
to achieve full employment, improve quality and productivity ofkvor

Integrated Guideline 18

Reports on a dramatic increase of unemployment rates of younge paugplolder workers
(e.g. Germany, UK) are related to Guideline 18. However reéhson for increased unem-
ployment rates differs considerably between both groups. In particalthe case of young
people, the key reasons are either the missing access to amaptoyr a lower degree of em-
ployment protection. In the case of older workers, the usarbf setirement schemes as an
‘anti-crisis’ measure needs to be addressed.

In relation to youth unemployment and support for active ageing, compasitgtical indica-
tors could provide more information for underlying structural developmerisfa future
policy guidance than the highly aggregated monitoring indicators.

Integrated Guideline 19

Indicators related in particular to the implementation of ALM® key for monitoring and
analysing the crisis effects and recovery progress.
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As described by the Employment Committee (EMCO 2009a) new indida&wes been de-
veloped for monitoring and analysing of active and preventive laboketn@easures, build-
ing on comparable data from the Labour Market Policy (LMP) da¢abad the EU Labour
Force Survey. For ‘regular activation’ and ‘LMP expenditures’ muarised data is now
available for 26 Member States. The Employment Committeéessthat additional work is
still needed to improve the timeliness and completeness afird#te LMP database and that
further investigations should take place on indicators developgdublic Employment Ser-
vices network.

In the background of the massive pressure on ALMP caused by theioacésrther accel-
eration of indicator development and the inclusion of additional tspee necessary — in
particular dealing with national policy responses and theiomaltiand European effects in
relation to European Employment Strategy and post-Lisbon targets.

Integrated Guideline 20

Guideline 20 is also of central importance in terms of tacldicgnomic crisis. The Employ-
ment Committee (EMCO 2009a) notes that data quality is stilhj@r problem for migration
statistics and LFS data are used until better migratitmigavailable.

An improvement for monitoring is seen in the ‘Vacancy per uneyeg’ indicator since the
data quality has improved.

Integrated Guideline 21

A key structural factor in the economic crisis — and aksdiiferentiated impacts on Member
States — is the how it affects the different sectors.sHuatoral developments are not consid-
ered in the employment related Integrated Guidelines. Cltsdhbis issue is Guideline 21,
which deals with better anticipation and positive management afjehancluding restructur-
ing.

Guideline 21, in combination with Guideline 5, requests to achieamstment capacity in
labour and product markets in response to globalisation, technological advdecesnd

shift, and cyclical changes. The Employment Committee provadggkcific report on moni-
toring and analysis of flexicurity policies (EMCO 2009 b). Intégplaflexicurity policies are
considered an important tool for dealing with the effects of dom@mic crisis. The report
presents a description on how flexicurity policies can be monitorecmalgsed within the
present framework of the European Employment Strategy indicdtaeemments that the
monitoring of economic restructuring still needs to be revieWhd is a further fundamental
issue in terms of monitoring and analysing effects of econorisis and future policies.

Integrated Guideline 22

In this context, it would be reasonable to look at the many arramgemieveloped at the na-
tional level, often with support of the social partners, as respmmnthe economic crisis and
how far these are reflected in the indicators and how faratein line with the general pol-
icy recommendations. Nevertheless, if particular patternsezsures turn out to be imple-
mented in many countries, this could be reflected in futumeitoring or analytical indicators.

Integrated Guideline 23

In the quarterly reports by the SYSDEM correspondents and in theésebdhe correspon-
dents in the European Restructuring Monitor (ERM), policies aimireglucation and training
policies, lifelong learning strategies and enhancing occupatipradification are a recurrent
issue, as well as policies aiming at reducing the number lgf ®drool leavers. These meas-
ures are not specifically developed as a response to the recésgitiee approach is to take
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advantage of time not worked to learn and train. The efficieneydi measures — often pro-
vided at the company level — must be in the foreground of detatmitoring.

Integrated Guideline 24

In relation to Guideline 24 indicators, the newly introduced indicabming at forecasting
future skills needs (expansion, replacement and total demad)central importance for
future developments and an integrated crisis management appFaatiermore, the pro-
posed indicators on the access to e-skills as well as theodenaht of ‘green’ skills indicator
are relevant for future employment creation.

Integrated Guideline 25
In addition to the existing indicators, composite indicators Ishioel developed.
Integrated Guideline 26

New monitoring and analytical indicators have to be developeatitéiled analysis and fore-
cast regarding the sectoral specialisation across Europearrieswand regions combined
with monitoring and analysing of the development in the sector copjobgufuture policy
formulation and provide an instrument to control and tackle possiblendieshéts and cycli-
cal developments. The aim should be to detect the underlyinguseiudevelopments below
the highly aggregated employment rates or other figures. Compuatitators for monitoring
and analysing sectoral developments should be combined with appramliatgor for sec-
tor-related skills need and developments of occupationadtates.

In relation to the sector-related skills and competenciedsheenumber of forward-looking
sectoral analyses have been undertaken for the European Comniissioaports of the sec-
tor studies on New Skills and New Jobs in the sectors providdedeitafiormation on sectoral
developments ((e.g.: Gelderblom, A., 2009; Davydenko, I., 2009; Giease2009; Zee, F.
2009). Combined with databases from Eurostat, such information cowideto appropriate
analytical indicators. Furthermore, a sector and occupatiatedehnalysis should include a
reference to the age and gender structures.

An additional approach could be to develop special composite indicatmalise the effects

of the crisis. For example, the monitoring of employment and unemglalyas structural

effect of a severe crisis might combine information onomati, regional, sectoral, and other
personal (gender, qualification, contractual status etc.priacBuch specific indicators and
the modification and combination of existing indicators should suppletimestandard set of

indicators. The focus should be on issues which became or Wibbestbome evident in the

course of the recovery of the labour markets.

As the key determinants for the current recession are crosgycsantoral and also regional
weaknesses, indicator-based information should overcome natioitations — at least for
analytical purposes — in the long run, to reflect developments whight mot be visible in

national data or harmonised European data based on the natiansetda

Integrated Guideline 27

New monitoring and analytical indicators have to be developedin@ieators should provide
information on the progress on achieving the 2020 targets on energyefnemable sources
and the outcome for employment as regards the number of new workptaeed! as struc-
tural features such as gender, age, qualification, training.

Integrated Guideline 28
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New monitoring and analytical indicators have to be developeely have to focus both on
the supply and demand side of the labour market and should provideramérg to forecast
future developments.

4.3 Governance and ownership of the European Employ ment
Strategy and coordination of national policy respo nses to the
economic crisis

A conclusion of the analysis for the formulation of the European Emplay8teategy in the

post-Lisbon period in the context of the economic crisis is the meed dtronger integration
of policy strategies and instruments as well as well-functiogmgernance and coordination
processes.

In the general introduction to the Employment Guidelines 2008-2010, thetiebjef good
governance of employment and social policies is emphasised uceemsuccessful imple-
mentation of the strategic objectives. In relation to the ehgéls posed by the economic cri-
sis, good functioning governance is even more important. The documeetions a number
of preconditions for good governance, such as a broad partnershiprigechally involving
parliamentary bodies and stakeholders, including at the regioddbeal level, social part-
ners and civil society organisations, but does not give any inalichtiw a better governance
and a stronger ownership can be achieved.

In terms of the European Employment Strategy as a governaneeimpidctice, there seems
to be a striking dichotomy between those Member States which wsengoce process
largely to report what is already in progress and those MeBtages that use the obligation
to draft strategies as a way of re-thinking policy approa¢(@E®S 2009: 96).

Two different strands of suggestions emerged in the political discusegarding the Euro-
pean Employment Strategy in the post-Lisbon period and policy respantes ¢économic
crisis. Multilevel governance or a decentralisation ofegoance and an increased ownership
at the national, regional and local level is on the agendahé&mpost-Lisbon period. The
Committee of the Regions’ White Paper on Multi-level Governatedames multi-level gov-
ernance as ‘... coordinated action by the EU, the Member State$ocal and regional au-
thorities, based on partnership and aimed at drawing up and impleqéiti policies.’
(Committee of the Regions (b)) The Committee of the Regtates that about 70 % of the
measures in the European Employment Strategy are implementkd e¢gional or local
level. An analysis of National Progress Reports on the NatRae&drm Programmes within
the European Employment Strategy shows that this regional and locbleément in imple-
menting the strategy is not reflected in an adequate way

The concept of multi-level governance is also understood ascags of both decentralisation
of decision-making to sub-national levels of government and of tisatran of new powers
at the supranational level. Besides this territorial concephwfi-level governance, ‘level’
can also be understood as any sort of task-specific policy nethatrknteracts with other
networks (Conzelmann 2008: 12).

A report by the European Economic and Social Committee to the 2008 &uringean

Council examined the contribution of the civil society to the Lisbonga®governance. The
report criticised national government consultation processeshandxtent of engagement
with civil society as unsatisfactory, despite efforts to pronaotader ownership. The report
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emphasises that involving the social partners is not suffieiedtthat there should be more
systematic efforts to also involve civil society orgatises.

The request for a more intensely coordinated policy response aUtlev@ is a reaction to
national responses to the economic crisis and the risk of unilatgrahal actions. This issue
was raised in the context of the European Economic Recovery ®larpgecondition for a
successful policy strategy to deal with the economic cii$is. Commission report underlines
the need of a coordinated policy response at EU level. The anslhsived that about a quar-
ter of the measures taken by Members States are likejgrterate considerable spill-over
effects on other Member States. This applies particularlyotiwies aimed at for example
reducing social security contributions and subsidies to working teméility. A stronger EU
level coordination is required to avoid competitive distortion énititernal market (European
Commission (b): 41).

On the first sight, there is a contradiction and inconsistentyele® an increased need of
policy coordination at the EU level of the national policy respons#tetorisis and the need
for achieving a stronger degree of decentralisation of goverremstewnership at the na-
tional or regional/local level, including social partners androtbkevant actors of the civil
society. But a stronger coordination between the Member Stateat the EU level as well as
a stronger involvement at all levels in all steps of thecpatiycle are compatible and a pre-
condition to master the challenges of the post-Lisbon European Emplogrategy and
tackling the recession. Multi-level governance processes aticbrger ownership can sup-
port the required coordination. A set of agreed priorities, gueglitargets and benchmark
and recommendations supplemented by agreed principles regarding Inatianareactions
to the recession is fundamental to achieve the objectives|aérfydloyment and territorial
cohesion in the internal market.

A number of factors call for a more intense and targeted codiainacross the Member
States and at EU level. There is a high risk that the mureeession will encourage Member
States to consider unilateral action with negative spill-ovierctsf that could seriously un-
dermine the European Employment Strategy. Coping with such riskandis an effective
coordination between Member States (European Commission (a): 33nalysis of the
measures mentioned in the various national reports of the netwatks Bliropean Employ-
ment Observatory and European Restructuring Monitor supports the needlitoyr co-
ordination.

Furthermore, some Member States joining the EU in 2004 and 2007 develogemple-
mented recession-related labour market instruments later anddveseexperiences in this
field. Some of the measures taken are innovative and caodxe models also for other
Member States, but this situation creates even more divdsiween the Member States.
Therefore, a better coordination between the Member Stateatdhe European level is cru-
cial for a European response to the global crisis.

The impact of the crisis on employment is, in general, mageestion of sectors and of re-
gions than of Member States. Policy coordination at the Europeahidevital as this is the

central institutional response to a global economic crisis witksecountry sectoral or re-
gional effects on employment.

The employment (and unemployment) challenge triggered by the meoession cannot be
solved by the individual Member States despite the varyingedegn which the countries
have (already) been hit by the economic crisis. A revivih@fOpen Method of Coordination
could meet the increasing diversity among the Member sStateerms of employment per-
formance set off by the recession and reconcile specifionahtconditions with policy re-

sponses at the EU level. Further mutual learning, a dritikeéhange between the Member
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States and a look beyond national boundaries, has the potentialnigtistre cohesion and
consider the specific national needs due to the differeneqaesices of the economic crisis.

The explicit encouragement of Member States and a renewed recalation to improve
governance and achieve stronger ownership in the context of dealinghe employment
effects of the economic crisis includes:

Involving more strongly all territorial levels of governmescial partners and civil soci-
ety in the entire governance cycle and OMC implementatiolydimg the early stage of
formulation of the policy;

Fostering more strongly network cooperation — also cross-country -Adeawurs to
tackle youth unemployment and long-term unemployment as well aseatiocr of em-
ployment.

Beyond benchmarking, a stronger implementation of peer reviews atou@inearning could
support forward-looking responses to the challenges of the econosig amid to promote
economic and employment growth in the medium and long run. Besides lefiammgood
practices, information and transparency — supported by the existinfudner developed
monitoring and analytical indicators — can assist National Reftfnmgrammes and the im-
plementation of Country Specific Recommendations.

In the background of a combined policy concept to tackle effed¢teeatecession in a phased
approach in the medium-term and to foster the long-term objectiEsropean Employment

Strategy in the post-Lisbon period, the instruments used in they pobcess should be ex-
tended. Country-specific Integrated Recommendations should combiemgreecommenda-

tions related to the long-term strategic objective with i§ijgeanti-crisis recommendations.

The recommendations for National Reform Programmes should incladest® goals, moni-

toring indicators, and timetables.

The National Progress Report should include specific sectiondemisedf the economic cri-
sis and policy strategies developed, and according experiendgz@gress. An alternative
instrument of anti-crisis management could be brief specifezimtreports on the most se-
vere outcomes of the economic crisis on employment and sociakimtland measures
taken.
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