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Introduction

What employment policies work and in what conteklfs is a legitimate question
that is frequently posed more often when employrigedifficult to come by, as during the
global economic crisis. The question is also pasdimes of recovery, when policies for
accelerating recovery in employment catch publierdion.

The ILO has been asked by the G20 countries to lgfigdon these questions.

In September 2009, the ILO submitted to G20 Leadarmventory of employment,
labour and social protection policies taken to oespto the crisis (ILO 2009a). The
inventory covered 54 countries and showed whicmtraas had adopted which measures.

In this report, the ILO tries to answer the questishich employment and social
protection policies yield good results in which tma?

Thirteen policies pertaining to employment and aloprotection are reviewed in this
document. The details of the policy measures asened, with examples of countries
having applied them, an indication of likely covggaand some analysis of the rationale of
the policy in relation to the crisis and the reagvelhey were grouped in three parts:
social protection, employment and training and lamemand.

The policies reviewed in this document are essintiaose identified in the Global
Jobs Pact adopted by the International Labour @Cenée in June 2009.

The effectiveness of any one policy depends on dbeditions in which it is
implemented. These conditions are always spedfiach country. Hence the report does
not aim to provide a blueprint of policies appliealeverywhere at all times. Rather, it
illustrates what has worked well in the contextoole or more countries. This offers a
range of experiences worthy of further attention doyone seeking to apply a similar
approach elsewhere.

The report implicitly suggests that a combinatioh neeasures usually tends to
produce better and more lasting effects than &serf isolated measures. Critical mass
matters. But no attempt is made here at analysptignal combinations. This is left to
more detailed country studies and cross-countrypeoisons.







Part I. Social protection




1.

Social protection

Core findings

m By contrast to the previous economic crisis in the 1990s, when fiscal retrenchment policies led to
substantial cuts in social expenditure, most G20 countries have responded to the recent economic
downturn by ring-fencing and scaling up social protection programmes, including social pensions, family
benefits, food security, education, health and housing investment. While developed countries implemented
mostly temporary and discretionary measures, developing countries have opted to take structural
measures to increase coverage.

m  The crisis responses have shown that social protection brings a triple benefit. It protects people from
becoming trapped in debilitating poverty, empowers them to seize market opportunities and contributes to
aggregate demand.

m  The impact of the crisis among vulnerable groups is higher where social protection coverage is lower; and
80 per cent of the world’s population does not have access to adequate pensions and health protection.
The adoption of a set of essential cash transfers and access to basic services in the form of a social
protection floor can bring national and global gains.

m  As the world economy shows preliminary signs of rebound, many governments have expressed the
intention to withdraw the stimulus packages and adopt fiscal consolidation measures that may affect social
spending.

Substantial job losses, coupled with existing uandgroyment, poverty and a rise in
food prices, have entailed the risk of social unies a consequence of the economic
distress. ILO estimated that, between 2008 and,26@combination of the economic and
food crises might have added around 98 million pedp the population living on less
than $2 a day. Before the crisis, 39.7 per certhefworkers in the world were already
living below this poverty line. Current projectioimglicate that the world’s poor workers
might comprise 45.6 per cent of all workers in 2009, 2010a).

Although the impact of the financial and economisis among poor people varies
significantly across countries, the poor will mbkely suffer harder from the deterioration
of social development conditions. Evidence fromvjmes crises have shown negative
impacts on school attendance of poor children artdtional status and a worsening of
other social development indicators, in particulanse related to children (Ravaillon,
2009).

The impact of the crisis on the most vulnerableugsois more severe in the absence
of social protection coverage or where coveragevis Social protection policies play a
major role in cushioning the economic shock, invprging families from falling into
poverty and in enhancing social cohesion. At theestime, they serve as a countercyclical
policy response that can help to maintain conswmnpand boost aggregate demand. In the
long run, evidence shows that social protectiopdi¢d build human capital and labour
productivity, contributing to the sustainabilityeteconomic growth (Van Meerendonk, et
al. 2010) (ILO, 2009Db).

Countries that have introduced or expanded soomégtion schemes before are now
in a much better position to cope with the econofaileout. Nevertheless, ILO estimates
that 80 per cent of the world population does navehan adequate level of social
protection coverage. In many developing countraas,old-age pension is a privilege
granted to a limited proportion of the workforceginly those in formal employment (ILO,
2010b).

The extension of social protection coverage is adpg challenge in the global
agenda. The economic downturn has been changiiticgloperceptions about the urgent




need to extend and strengthen social protectiotemsgsquickly, turning the crisis into an
opportunity to promote massive social inclusioatstgies.

Crisis response measures

By contrast to the previous economic crisis in 1880s, when fiscal retrenchment
policies led to substantial cuts in social expegdimost G20 countries responded to the
recent economic downturn by ring-fencing and sgalip social protection programmes.
Outside the G20 group, few countries announcedaufieezes in social spending and in
benefits, usually as part of a wider plan of coidsting public finances and reducing
public deficits.*

The role of social protection schemes as autonsaiatal and economic stabilizers
has been acknowledged in almost all stimulus pakagthe G20 area and has also been
promoted by the international community. The Unikations is currently advocating the
necessity to extend social protection coverageutfitothe implementation of a Social
Protection Floor as one of its core priorities ¢@e& with the current global downturn. The
Social Protection Floor corresponds to a set ofrdsd transfers, services and facilities
that all citizens everywhere should enjoy to endhee realization of their fundamental
rights. It comprises measures to ensure accesssen#al services, such as water and
sanitation food and adequate nutrition, health,catlon and housing, as well as social
security transfers paid to the poor and vulneralieed at providing a minimum income
and an affordable access to health services whethedg UNCEB, 2009).

The ILO Global Jobs Pact of June 2009 also suggdsts countries develop
“adequate social protection for all, drawing onasib social protection floor including:
access to health care, income security for therlgldmd persons with disabilities, child
benefits and income security combined with pubtipplbyment guarantee schemes for the
unemployed and the working poor” and urges “therimational community to provide
development assistance, including budgetary supfmluild up a basic social protection
floor on a national basis” (ILO, 2009c).

! Ireland has announced a freeze in welfare expenedfor at least two years, reduced benefits and
increased contributions. In Hungary the 13th mop#msion and salary have been scrapped,
pensions have been reduced and retirement agbenillised. Latvia announced cuts in benefits and
in health investments. Ukraine tightened the elligypbconditions for the unemployment scheme.
See ILO (2010b).




Table 1.1.

Social protection crisis response measures in the G20 countries

Old age and  Cash transfers Unemployment Food Health/ Social housing/
disability for famy and and employment  security Education  water and
pensions children policies sanitation

Argentina X X X

Australia X X X

Brazil X X

Canada

China X

France

Germany X

India X

Indonesia X X

Italy X X X

Japan X X

Korea, Rep. of X X X X

Mexico X X

Netherlands X X

Russian Federation X X X X X

South Africa X X X X

Spain X X

Turkey X

United States X X X X X

United Kingdom X

Source: (ILO, 2009a), OECD (2009a) and ECLAC (2009), (Zhang et al., 2009), own consultations.

In the G20 countries, the main measures taken thvetast two years include: the
strengthening of cash transfer programmes to vabiergroups such as elderly persons,
people with disabilities, poor families with chiér and unemployed; the enhancement of
food security programmes, health protection andcation; and investment in social
housing, water and sanitation services targetéiget@oor (table 1.1).

While some developed countries, such as GermapgnJand the United States have
adopted additional discretionary and temporaryadoelief measures, other countries like
Argentina, Brazil and China have taken permaneaqsstowards deepening the coverage
and effectiveness of social protection schemes.

The cost of discretionary social protection compusean stimulus packages varies
significantly across countries. Recent studies gmeg by the IMF and UNDP have
collected information from official national souscéo estimate the size of the social
protection financial outlay (IMF, 2009) (Zhang &t 2009). The estimations are based on
the measures announced by the governments, buthwiawe not been necessarily
implemented. The UNDP study considered only digmmary measures intended to reduce
poverty and vulnerability and to improve welfarecluding pensions, health, education,
cash transfer to poor households, social housiagpat to the unemployed, food and
nutrition and social services. Preliminary figuagghe fiscal dimension of such additional
measures within the stimulus packages in G20 ciasraind in terms of GDP are presented
in figure 1.1.




Figure 1.1. Discretionary social protection expenditures as percentage of the total stimulus packages
and as percent of GDP in the G20 countries
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Source: Zhang et al. (2009), IMF (2009), own estimations.

It is estimated that an additional $616 billion eelocated to such discretionary
social protection measures to cope with the effetthe crisis in the G20 countries, which
is equivalent to 29 per cent of the total econostimulus. In absolute terms, the United
States announced the biggest such package ($31@n)il followed by China
($135 billion).

South Africa presented the largest budget commitntensocial protection as a
proportion of the stimulus package. In the 2009 datidaw, protecting the poor and
employment creation were quoted as core objectofethe economic and budgetary
policy, together with investment in infrastructupgomotion of competitiveness and fiscal
sustainability. The largest share of the stimulias paccounting for more than 2 per cent
of the GDP, goes to poverty reduction, includingestments in education and health care,
social assistance, school nutrition, treatment@esgention of HIV/AIDS, basic water and
sanitation services and social housing (Governmke8buth Africa, 2009).

The United States also allocated a significanteslofthe stimulus package to social
protection. Almost 40 per cent of the resourcegdeen in the American Recovery and
Reinvestment Act are directed to increasing spendimpensions, education, health, water
and sanitation, nutrition, unemployment insurarsmgial assistance and to providing tax
cuts for low income and vulnerable people (Congoaesd Budget Office, 2009a). Social
assistance programmes, such as the anti-hunger d@odps subsidies for retail food
purchases have reached the historic record covefa@@ per cent of the United States
population in December 2009. None of the measuriéproduce structural changes in the
United States social protection system, but thepteary programme’s scale and
comprehensiveness represents an unprecedenteaitenogf the role of social protection
as a socio-economic stabilizer (Burtless, 2009).

Preserving social stability is also one of the keiprities of the Russian anti-crisis
policy for 2010. The plan includes provisions teramase the value of the pensions, the
introduction of a new type of targeted social dasise allowance and the strengthening of
assistance programmes to children in need. Thesesures were designed to raise




purchasing power and contribute to stimulate aggeeglemand (Government of the
Russian Federation, 2009).

China announced the largest social protection $tismpackage as a proportion of
GDP, followed by South Africa and the United Statd®ie Chinese Government’s
measures are directed to expanding the coverageemsion and health schemes and
boosting investment in education, water and samitanfrastructure in rural areas. The
expansion of social security is expected to havestsuntial impacts in reducing the
Chinese precautionary savings rate motivated mdmtlgitizens planning for illness and
old age. This in turn will therefore channel adulitl resources to consumption and hence
compensate for an expected long-term reductiooreign demand.

In Germany, the largest part of the social packege directed to finance a reduction
in contributions to the statutory health insurascheme. The total amount of resources
allocated to this single measure was equivaledRtper cent of the stimulus package and
0.3 per cent of the GDP.

The size of social protection packages in devebpmiauntries such as Argentina,
Brazil, Indonesia, Mexico and Turkey was relatividwer, i.e. below 10 per cent of the
total stimulus package and 0.2 per cent of GDP.

The following sections provide some examples of suess taken in the areas of
pensions, family and child benefits, and healthqariion.

Strengthening pension schemes

In the G20, comprehensive crisis responses in tba af pensions have aimed at
expanding and strengthening social insurance dalsassistance schemes. The measures
include: raising of benefit levels; extension ohg®n coverage to vulnerable groups such
as rural and informal poor workers; reductions émtdbution rates and tax grants for
pension recipients. By preserving or increasingghechasing power of pensioners and
including more beneficiaries in pension schemessdhmeasures have helped to sustain
consumption and domestic demand, and to protegi@eo

One of the most remarkable steps towards expargligal social protection was
taken by China. In December 2009, a pilot ruralspem scheme was launched in some
provinces aimed at covering 700 million peoplenin rural areas. The scheme will be
financed by farmers, collective associations angegament subsidies and will pay old age
pensions to rural workers over 60 years old. Theefiewill vary according to the income
levels of different provinces. This measure wilhtribute to reducing the differences in
living standards and the social gaps between amdlurban areas of the country, while
also boosting consumption given the huge markedriatl of the Chinese countryside.

In India, thelndira Gandhi National Old Age Pension Scheme feshlexpanded to
include widows and the disable, benefiting 1.47iamlpeople in 2009. A comprehensive
Unorganized Workers’ Social Security Bill was admptin December 2008 to provide
health benefits, life and disability insurance,-algk pension and a work injury scheme for
workers in the informal economy, including agricuétl workers and migrant labourers.
Although these measures were conceived before fisés,ctheir implementation was
pushed forward by the need to respond to the aghem@nomic situation.

In Australia, the pension reform was launched lefttre stimulus package. The
country combined increases in the value of penswatts tightening eligibility for social
assistance and raising the retirement age fromo667t by 2023. These measures are
oriented to enhancing benefit adequacy and beaggsi purchasing power, improving
the targeting to the poor and promoting long-tetmtainability of the pension scheme.
The increase in benefit will affect 3.3 milliomge, disability and survival pensioners,




carers, and veteran income support recipients atost of 1.4 per cent of GDP
(Commonwealth of Australia, 2009).

Brazil, France and the Russian Federation haveaalsounced real increases in the
value of benefits. The Russian stimulus packagé¢aawed plans to raise social assistance
pensions by 35 per cent in 2009 and 45 per ceP®1® and to increase by 10 per cent the
social insurance pension in 2010 (Government oRilrgsian Federation, 2009).

Australia, France, ltaly and the United States hapted to announce special one-
time payments to low-income households. In conttasthe extension of coverage or
permanent adjustments in benefit levels, such meagive temporary relief and may also
boost aggregate demand, but will not make a long-&ffect on household income.

Other responses include temporary exemptions froniak security contributions
with a view either to reduce costs for employerd @ius stimulate employment or to raise
net earnings of low-income workers. Canada, ChiGarmany and Japan lowered
contribution rates and granted exemptiongriemployment insurance contributions. Spain
provided various exemptions from social securitytdbutions for employers. Turkey
reduced the social security contributions for yamand female workers.

Addressing financial soundness and benefit adequacy

Another source of major concern in the G20 coustiserelated to the impact of the
financial crisis on the pension funds and futuredi¢ security. In defined-benefit (DB)
schemes, where pension amounts are calculateduvitbgard to the level of reserves, the
immediate impact will be lower than in defined aidnition schemes where benefits
guarantees are by their nature less effective. Mewelong-term contraction of
employment and hence the number of contributord aldo force governments to
implement adjustments in the scheme.

In fully funded defined-contribution pension schempension entitlements in some
cases might experience substantial losses. Thag#epeho are close to retirement, whose
savings portfolios might not recover during th@maining active life, will inevitably have
lower benefits paid. Those pensioners in privatesjps plans who did not take annuity on
retirement may also be seriously affected (ILO,Q)1

Indeed, in 2008, pension funds in Australia, Can&iana, the United Kingdom and
the United States that had investment portfoligghllyi exposed to equities and other
higher-risk asset classes with greater internatidiversification, suffered losses of over
15 per cent. The pension funds in countries thamlsnanvested domestically, in public or
private debt and in some non-listed assets, haga bbielded from the financial shock,
and therefore have performed comparatively wedjuffé 1.2). Positive recovery signs were
observed in the first semester of 2009, but the82fifivnturn has hampered the growth of
the reserve funds and consequently has threatbeeiehtestment performance needed to
ensure future financial sustainability and adequazgeefit security (Pino and Yermo,
2010).




Figure 1.2. Pension funds’ nominal investment rate of return in selected G20 countries
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1. Estimate including Individual Retirement Arrangements (IRAs).

2. Data refer entities with more than four members and at least AU$50m in total assets.

3. “Jan-Dec 2008” investment rate of return is an OECD estimate.

4. Data refer to the period Jan.-Mar. 2009.

5. Data refer to Jan.—Aug. 2009.

6. Data refer to contractual pension funds. Return data for open pension funds are 3 per cent (-14 per cent for 2008).
7. Data refer to occupational pension funds Jan.—Sep. 2009.

Source: OECD Global Pension Statistics.

While these losses may not be permanent, theyshtillv the vulnerability of pension
levels in defined contribution schemes, notablygdeople who are close to retirement and
who might not have enough time to recover durirggrttemaining active life.

In order to address the deterioration of pensiomd$u financial soundness and
minimize the negative impact of the crisis on indi)als, some governments introduced
guarantees and safeguards for funded schemes, athées opted for structural change.

In Argentina, for instance, the Government natimeal the private pension scheme
and reverted it back towards a collective publiclgnaged defined-benefit scheme with
financial reserves. With nationalization, the penscontributions, equivalent to 1.5 per
cent of the GDP, were transferred back to the pubéctor. Private pension assets,
equivalent to around 10 per cent of the GDP wese @hnsferred to the National Social
Security Administration (ANSES) to form a publicegve fund that invests at least 50 per
cent its assets in public bonds and treasury fiahntstruments. Some central and eastern
European countries have also made similar movealbying individuals to reverse their
previous decision to opt out of the public systend goin the individual account
arrangements (Antolin and Stewart, 2009).

Some other countries, such as Australia, Mexicairspand Turkey, have allowed
reduction of contributions and temporary or eartgess to private pension savings for
those in financial difficulties.
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Scaling up child and family protection

Poor families with children have been one of thénntargets of the social protection
stimulus packages. Several countries have announckgion of families in existing or
new schemes, along with provisions to increasevttiee of benefits values or to make
supplementary payments.

In October 2009, Argentina introduced a new farbinefit scheme that will cover
poor informal workers’ families with dependents top18 years old, including domestic
workers, self employed, non-registered workers thedunemployed who are not entitled
to the unemployment benefit. The new programAmgnacion Universal por Hijo para
Proteccion Socialconsists in a monthly amount of $47 per child tisatleposited in a
savings account. The parent responsible for tHd chn withdraw the amount saved upon
demonstrating that the child has fulfilled obliggt@chooling or, in the case of children
under 5 years old, the obligatory vaccinations c@iite programme is expected to reach
5 million beneficiaries and halve the country’s edy rate at the cost of one per cent of
the GDP.

At the onset of the economic crisis, Brazil als;m@mced the expansion of the
conditional cash transf@olsa Familiaprogramme as one of the core measures of the anti-
crisis package. This counter-cyclical initiativeeigpected to include 1.3 million additional
families and contribute to mitigating the impactlog crisis among those more vulnerable,
as well as to stimulate consumption. Since low4medamilies have a high propensity to
consume, this measure can contribute to boost difieariood and basic consumer goods
produced mostly locally (ILO, 2009d).

Both the Argentinean and Brazilian programmes s$eelkddress objectives concerned
with immediate poverty relief, together with theprotion of the longer term development
of human capital. Income-support cash transferpeseided to poor families contingent
upon beneficiaries satisfying certain behavioul@igations, such as ensuring children’s
school attendance, prenatal and postnatal monigtoand participation in nutritional and
vaccination schedules. In the G20 group, Mexico Runtkey have similar programmes.

South Africa has made a special budget allocatmrsdale up the social grants
schemes, by increasing the coverage of househattischildren, people with disabilities
and the elderly age, easing the eligibility criednd raising the benefit value. The
Republic of Korea has increased the value of thikel’'sheducation grant for low-income
households.

To boost consumption and support economic growtistralia has allocated almost
30 per cent of the stimulus package to pay a ohéafus to low- and middle-income
earners and households most affected by the econsimwdown, including specific
allowances to families, students and farmers.

In Germany, an additional one-time payment of €460 child was paid in 2009 to
every household, regardless of income level, aseansi to support families. Around
15 million children received the allowance. Addiadly, social assistance benefits for
children 6-13 years old increased from 60 to 70cpet of the value of the adults’ benefit.
Australia and the United States have also paidlyasuipport and child support bonuses
and provided tax rebates for families with childréaly increased the family allowances
for families with children and also provided taxddetions.

Enhancing health protection

Where access to health care and health insurariggésl to employment, workers
who become unemployed (and their families) not ombge their income, but
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simultaneously lose access to health servicesgakithh social services and benefits such
as pensions, maternity and family benefits. Meastoéeep social protection coverage for
the jobless are crucial elements to preserve wgrkapacity and support the unemployed
in searching for new jobs.

With this in mind, the United States’ economic stius package provides federal
subsidies to help cover the cost of health inswgmemiums of low-income workers
involuntarily terminated since September 2008. Tmegramme, known as COBRA,
covers 65 per cent of the cost of health insurgremiums, allowing the extension of
health protection to the unemployed. The duratibrthe subsidy has been extended
continuously, along with the successive extensiais durations announced for
unemployment benefits. The budget allocated to fmisvision was equivalent to
$21 billion (2.7 per cent of the stimulus packagell it is estimated to have benefited in
average 5.9 million workers per month on 2009.

While, in past crises, countries such as Argentimaonesia and the Russian
Federation have experienced pro-cyclical declingser capita health spending as result of
budget cuts, in the current downturn many G20 aisithave announced major
investments on health infrastructure and the eidansf health protection coverage.
Behind these efforts, there is the perception tiatabsence of affordable health care and
education leads more individuals and families atacious circle of illness and poverty.

In parallel to ad hoc discretionary health protattimeasures, some countries such as
China, have undertaken major steps towards univeesdth coverage. Prior to the crisis,
the Chinese medical insurance programmes extenoegrage from about 190 million
individuals (15 per cent of the population) in 2@03L.13 billion individuals (85 per cent
of the population) in 2008. This rapid and masgineess is explained by the introduction
of the New Rural Cooperative Medical Schemes, witiohered 815 million people or
91.5 per cent of the rural population by the en@@d8. The scheme is heavily subsidized,
with the Government paying as much as 80 per dehedhealth-care premium.

In April 2009, the Government launched the blugp@unidelines on Deepening the
Reform of Health Care Systemhich provides the plan to achieve universal basialth-
care by 2020. The plan foresees investments tartteint of $124 billion on the top of the
stimulus package for 2009-11, aiming at introducarg essential medicines system,
improving primary health-care facilities, providiregjuitable access to the basic public
health-care services, and conducting pilot refoomgublic hospitals. Under the plan, two
thirds of ear-marked government budgets will beduse consumers as premium subsidies
(for low-income groups), and one third will be uged (mainly community-level) service
providers.

In India, theRashtriya Swath Bhima Yojam& being co-implemented by the national
and local governments in 21 states to provide naédioverage for families below the
poverty line. The national Government finances dkgearters of the expenses. This
scheme is already covering 4.5 million workers, digimg 20 million people. It is
managed through a biometric smart card through hviieneficiaries have access to
medical treatment, including maternity benefitsptighout the country.

Lessons from past crises

Many theoretical and empirical studies have assetiahe extension of social
protection coverage with productivity increase, suomption stabilization and social
cohesion in developed and developing countriedfimaang the major role of social
protection as a crisis response policy (Cichon &dldolz, 2009) (Van Meerendonk, et al.
2010).
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The positive correlations between level of sociedusity expenditures per capita,
productivity and reduction of poverty rates areyvevell known in the developed
countries. Recent studies have shown that theteffsn be even higher in developing
countries (ILO, 2010c) and evidence from costingd&s in Asia and Africa has
demonstrated that the implementation of basic seeleurity packages is affordable even
in poor countries (Behrendt and Hamemejer, 2009).

Stabilizing consumption and preventing poverty

Social transfers in the form of pensions, familypéfits and other cash transfers can
contribute to protect household consumption againstks or crises, thus preventing asset
depletion or the adoption of short-term strategidh long-term adverse consequences,
such as taking children out of school.

In Argentina, the Unemployed Heads of Householdjmmme(Plan Jefes y Jefasy
reported to have attenuated the sharp fall in ircasa consequence of the financial crisis
in 2001. The programme was patrticularly effectimeprotecting the extremely poor. A
study reports that although the programme had dl smpact on the overall headcount
poverty rate, it achieved a significant effect ba incidence of extreme poverty and on the
poverty gap (Galasso and Ravallion, 2004). Anosihedy estimates that in the absence of
the transfer, nearly 10 per cent of the beneficraryseholds would have fallen below the
poverty line (ILO, 2010c).

Social transfers conditional on human capital itwmesits are also reported to have
significant effects on consumption, poverty andneuhbility. Brazil's Bolsa Familiais
reported to have contributed, together with otloeiad assistance programmes, to a 16 per
cent fall in extreme income poverty (Lindert et 2007).

In Mexico, the conditional cash transfer programfeogresa (later renamed
Oportunidadeywas initiated in the rebound of the 1994-95 firiahcrisis. The evaluation
of Progresatwo years after its start showed a reduction ofp#@ cent in the poverty
headcount ratio (Skoufias, 2005). The impactRvbgresa on household income is
reflected in the level and pattern of consumptime level of consumption was reported to
have increased on average by approximately 15gqudrfollowing receipt of the benefits,
raising food expenditure of recipient householdsabgund 10.6 per cent compared to
equally eligible but non-recipient households. Thprovement in the level and quality of
nutrition is predicted to have long-term effectstha lifetime productivity and potential
earning capacity of recipient children (ILO, 2010c)

A comparative study of social pensions in Brazill @outh Africa have found that in
the absence of non-contributory pension income, itteglence of indigence amongst
member of households that include older people avtyel 8.9 and 2.3 percentage points
higher in Brazil and South Africa, respectively.eT$tudy also finds that the impact on the
poverty gap is much larger. In the absence of speiasions, the poverty gap would be a
third larger in Brazil, and two-thirds larger foo@h Africa, whereas the indigence gap
would be 1.5 times larger in Brazil and one-fiffrder in South Africa. In terms of
vulnerability to poverty, measured as the probgbif becoming poor, the study shows
that having a non-contributory pension recipientbia household reduces the probability
of poverty among household members by 21 and 1tqer in Brazil and South Africa,
respectively (Barrientos, 2003). South Africa’s iab@ension appears to be especially
important for 35 per cent of blacks who surviveless than $1 a day, as that proportion
would increase to 40 per cent in the absence gbension (ILO, 2010c).
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Social protection and productive investment

Most social transfers are designed to support Hmldeconsumption, but they can
also facilitate productive investments. The efferam be larger where the regularity of
transfers enables households to take the risk afe npoofitable or more productive
economic activity.

For credit constrained households, investment reguiising savings and therefore
reducing current consumption. Among low income letwodds, especially those with
uncertain or volatile sources of income, savingy tma difficult to achieve. Additionally,
poor households have difficulties in providing etdiral to formal financial institutions to
secure loans, especially in developing countriesre/informational asymmetries leads to
severe credit market fragmentation (Sajeda, Ral, Teopa, 2003). In that context, social
transfers can play an important complementary toldfacilitate access to credit by
encouraging small scale savings and thus investdesisions and by enabling access to
credit. There are indications across a varietyoofa transfer programmes, in middle and
low income countries that beneficiaries are ablesage and invest a fraction of their
income following the receipt of transfers, and dtsat access to credit can be facilitated by
the transfer.

In Mexico, studies have observed a rise in investni®yy beneficiary households
compared to non-beneficiaries in Mexicorogresa One study estimates that, on
average, around 12 per cent of transfers to bearés were invested in productive assets.
Comparing the impact oProgresawith an asset accumulation programme directed at
small and medium-size farmers, the study findddhier had income multipliers of around
1.5to 2.6 times (ILO, 2010c).

In Brazil’s non-contributory pension programme fioformal workers in rural areas,
beneficiaries can have access to formal credithmwig the magnetic card which they
use to collect their pensions. Furthermore, a ssldyws that a significant proportion of
beneficiaries invest part of their transfer in seddols and other productive assets, which
strengthens small-scale economic activities and #mmployment (Costa, Delgado and
Cardoso, 2000).

Beyond the crisis

While the world economy shows preliminary signsretbound, many governments
have expressed intention to withdraw the stimuluskpges and adopt fiscal consolidation
measures that may affect social spending. Thernsssom past crisis have demonstrated
that by enhancing social protection programmesgguowents and societies strength their
capacity not only smooth the impact of the downtiburt to accelerate the recovery.

An early withdraw of the temporary social proteotistimulus measures or cut in
permanent social spending can affect aggregaterttbarad lead to a double-dip recession
and jeopardize the countries’ ability to build adeterm development strategy. An early
exit might improve fiscal balances in the short,roat can aggravate fiscal deficits in the
medium- and long-term, given its negative effects increasing the unemployment
insurance expenditures and eroding the tax bas® @010d).

The economic recovery should contribute to deep aodsolidate the social
protection programmes. The crisis showed that aakqwotection floor, comprising
essential social transfers and services implemeintead articulated way, brings a triple
benefit. It protects people from becoming trappedebilitating poverty, empowers them
to seize market opportunities and contributes tgregate demand. In the long-run, it
works as a developmental tool, enhancing humariataid productivity.
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2.

Unemployment benefits

Core findings

m  With deteriorating economic conditions and mounting unemployment rates, unemployment income-support
programmes have become even more important in protecting and empowering people and serving as a
macroeconomic stabilizer for countries.

m  Discretionary unemployment protection measures were taken in 15 of the G20 countries and include
reduction in contribution rates, increase in benefit duration, easing of eligibility requirements and
enhancement of partial unemployment arrangements linked to reduced hours, work-sharing and training
lay-offs schemes.

m By maintaining income and smoothing consumption among job losers, unemployment benefits limit the
reduction in spending and contribute to boosting the aggregate demand. While providing income security,
they protect against poverty, cushioning the social impacts of the economic crisis.

m  Throughout the duration of the benefit payment, workers can search for jobs that better match their
abilities, increasing the efficiency of the job-matching process. Complementary skills-upgrading
programmes contribute to empowering job losers, helping to reintegrate them at similar or even higher
productivity levels when the economy recovers.

In periods of crisis, unemployment income-suppoogpammes play a crucial role in
protecting and empowering people and serving as agrasconomic stabilizer for
countries. These programmes are designed to suppdters in regard to income lost as a
result of temporary unemployment caused by cyclaraktructural economic downturn
(Scholz et al., 2009).

Globally, 78 countries provide legal protection the unemployed, covering
approximately 13 per cent of the world total numbeunemployed, through contributory
social insurance risk-pooling schemes, non-contivityutax-financed social assistance or a
combination of both, usually complemented by ackmur market policies (ILO, 2009b).
A few countries, mostly in Latin America, also pide unemployment protection through
mandatory individual savings accounts (Ferrer amdd@&l, 2009). In some countries,
protection for the unemployed falls into the gehawial assistance framework, which
offers minimum income regardless the employmentitimm. Most G20 countries operate
unemployment insurance or unemployment assistambenses’ With deteriorating
economic conditions and mounting unemployment raweer the past two years, such
schemes have become even more important.

Crisis response measures

The current crisis has placed unemployment berefiemes under a stress test. The
effectiveness of programmes depends on their dgpacenhance coverage and to operate
in a context of severe downturn with a massive pgjmn of joblessness and increase in
long-term unemployment. Many G20 countries havereiased budget allocations to
unemployment insurance programmes and adopted eirative measures to scale up the
schemes to face the unprecedented rise in the marobéenefit claimants. Recent study
prepared for a group of developed countries fourat the increase in unemployment

! The exceptions are Indonesia and Saudi Arabia.iddelas only locally-based schemes in the
State of Mexico and Mexico DF.
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Figure 2.1.

benefit recipients which happened since the beginorisis costs around 1.1 per cent of
the GDB.

In the United Kingdom and the United States, uneypkent benefit claims more
than doubled in the past two years (figure 2.1xhl United States, the number of claims
reached the historical record of 6.8 million in dud009 and stabilized at around
5.8 million in the last quarter of the year, regmrg a 125 per cent increase with respect
to January 2008. The share of the consolidatedrdedbeidget expenditure allocated to
unemployment insurance increased from 0.8 periceR005 to 1.4 per cent in the 2010
State budget law.In the United Kingdom, jobseekers’ allowances hbeen increasing
steadily along with unemployment rates. In Turkéye number of benefit payments
increased to a peak of 300 per cent in March 209 nespect to January 2008, and have
been declining steadily since then

Unemployment insurance claims, 2008-09 (index January 2008 = 100)
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Source: ILO/SECSOC database.

Japan has also faced a significant rise of almOgped cent in benefit claims since
January 2008, followed by Spain (65 per cent) aodtts Africa (49 per cent). Spain has
the most expensive scheme in the G20 area. In 200&mployment payments were
equivalent to 2.2 per cent of the GDP and 5.7 pet of total government expenditures
(figure 2.2). Since then, unemployment benefit miihave doubled. Because of the
severity of the crisis, the 2010 Spanish state buliyv foresees the allocation of 7.9 per

2 This is an estimation based on the observed iseréa unemployment claims in Australia,
Canada, Czech Republic, Finland, France, Germam®yand, Ireland, Japan, Republic of Korea,
Luxembourg, Netherlands, Slovak Republic, Swedea,Wnited Kingdom and the United States.
The calculations are based on the weighted avemadeon net replacement rates for an average

two-earner household with two children in 2008 adow to the OECD tax and benefit models
(ILO, 2010b).

% See United States Government (2009). Budget obitiited States Government Fiscal Year 2010.
http://www.whitehouse.gov/omb/assets/fy2010_newSenmmary_Tables2.pdf.
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Figure 2.2.

cent of total government expenditure (or 2.9 pert ad GDP) to finance the projected
payments for next yeat.

Australia, France and the Netherlands experienceddest increase of 16 per cent in
unemployment claims. In Brazil and Germany, aftgreak in the first semester of 2009,
unemployment insurance claims stabilized or evatlirtkd in the last quarter of the year.
Conversely, China has shown a reduction in the paysnof unemployment insurance
benefits since the beginning of the crisis. By 8eyiter 2009, the number of benefit
claimants had decreased by 13 per cent, as compmietiuary 2008.

Germany, followed by France and the Netherlandséadiately follow Spain in the
list of the four biggest spenders, with unemploymbanefit accounting for around
3.2-3.5 per cent of public expenditures and 1.5-¢f7GDP. In addition to the
unemployment levels, the relatively high spendiagtgyrns can also be explained by the
broad coverage and high rate of income replaceraérihe unemployment insurance
schemes.

Expenditures on unemployment insurance schemes as a percentage of GDP and as a
percentage of the government total expenditure, 2005
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Source: OECD Social Expenditures Database 2008.

At the other end of the spectrum, countries suchiag the Republic of Korea and
the United Kingdom keep expenditures below 1 pet of GDP. In the case of Italy and
the United Kingdom, the low cost is explained bg tingenerous nature of the benefit, and
in the case of the Republic of Korea by the lowerage.

In the stimulus packages, many G20 countries hdeptad temporary measures to
scale up and enhance the capacity of unemploymetegiion schemes to cope with the
immediate effects of the crisis. Table 2.1 showsv lemme countries have combined
adjustments in different parameters of the unemply schemes. Measures include:
reduction of contribution rates; increase in benétiration; raising the benefit value or
lump sum payments; easing eligibility requiremengxtension of coverage; and

* See Gobierno de Espafia (2009). Presupuesto GemeraEstado. Proyecto de Ley 2010.
http://www.sgpg.pap.meh.es/Presup/PGE2010ProyeeteéiMoDocumentos/PGE-ROM/doc/1/3/
16/2/1/N_10_A_R_31_119 1 1 1 1251M_2.PDF.
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Table 2.1.

strengthening of partial unemployment arrangemdimteed to reduced hours, work-
sharing and training lay-offs. The table refersyaml countries that actually changed the
parameters of their schemes as part of the casigonse measures.

Unemployment insurance crisis response measures in selected G20 countries, 2008-09

Extend Reduce Increase Increase Partial
coverage contribution duration benefits unemployment

Brazil X
Canada X X

France

Germany X
India
Italy
Japan X X

X X X X X X X

Korea, Republic of
Netherlands X
Russian Federation X

Spain

South Africa

Turkey X

United Kingdom X

United States X X X

Source: (ILO, 2009a), OECD (2009a) and ECLAC (2009), own consultations.

Increasing coverage by easing eligibility criteria

In developing countries, such as Argentina, Braziiina, South Africa and Turkey,
7-13 per cent of the total unemployed populatiorreweovered by unemployment
insurance in 2008 (figure 2.3). The high informalévels impose limits to the expansion
of coverage and constrain the role of contributamgmployment insurance schemes as an
automatic stabilizer and source of social protectibhe system reaches workers in the
middle and higher deciles of the income distributidn case of underfunding, state
subsidies to such programmes can induce pervesg#dtional income effects, since the
allocations most likely will be made to groups betpositioned in the socio-economic
landscape. In the Brazilian stimulus package, fwtance, budget allocations to the
broader pro-poor conditional cash transfer prograrBoisa Familiawere prioritized with
respect to a modest increase in the duration dfitieenployment benefit.

Even in G20 developed countries, contributory uresmpent insurance has reached
a maximum of 50 per cent of the unemployed. Furtigransion in Australia, France
Germany and Spain was made possible by the inttiaduof tax-financed employment
assistance.

In most cases, unemployment insurance is not dedigmcover all the unemployed.
The eligibility requirements related to minimum img period or contribution often
exclude temporary, seasonal and part-time work€ypically, voluntary job leavers,
people looking for their first job and re-entrami$io previously left the labour force
voluntarily are not covered. In some countries, dpgtem does not cover small enterprise
workers, self-employed and domestic workers. Rui@lkers are also among the groups
with low coverage. In some countries, migrant woskeave their work permits cancelled
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after losing their jobs and become disqualifieddoeive unemployment benefit even if
they have contributed to it.

Figure 2.3. Percentage of the unemployed receiving unemployment
benefits, G20 countries, 2008
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Source: (ILO, 2010b) and ILO/SECSOC database.
* Data for the United Kingdom jobseeker’s allowance includes social insurance and social assistance.
** Brazil has a non-contributory unemployment scheme for fishermen.

The Republic of Korea has been successful in tesmsoverage extension. The
unemployment insurance scheme was first introdurceld®95 and expanded rapidly after
the 1998 crisis, reaching almost 40 per cent ofuemployed in 2008. When the 1998
crisis hit the country, coverage was still limiteal large companies. To face the social
conseqguences of the crisis, the Government scalé¢bdeuscheme, by including micro and
small companies. In a decade, coverage was doablédhe system is better prepared to
cushion the impact of the current economic downturn

Changes in the unemployment insurance in Argerdiready happened in response
to the 2001-02 crisis. The previous reform easigibdity criteria, reducing the minimum
contributory waiting period from 12 to six monthsdethus increasing coverage (Bertranou
and Paz, 2007).

Aiming at expanding coverage towards temporary pad-time workers, some
countries have reduced the minimum length of seraiccontribution required to qualify
for unemployment benefits. In Canada, entranceiregents were lowered in 39 out of
58 regions. The United States national Governmastaiso provided incentives to states
to ease eligibility requirements.

In Japan, the minimum insurance affiliation perids reduced from 12 to six
months. Similarly, the most recent French collectagreement reduced the minimum
eligibility from six to four months. Spain startéd count part-time work and reduced
working hours in the eligibility requirement. In aattempt to improve graduates’
prospects, the United Kingdom changed the benefits|to extend the jobseekers’
allowance to young workers undertaking an inteqmshi

Most countries have implemented these measuresojust limited time. Temporary
and part-time workers are the groups that werdirsit and hardest by the crisis, and the
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Lowering

measures have helped to mitigate the impact. Nesless, the social inclusion of these
groups on a permanent basis is still a challengedéveloped countries. Once these
measures reach an end, there will be a step bathkeiexpansion of social protection,
restoring the pre-crisis social vulnerability level

In developing countries, further expansion of iaswwe mechanisms will always be
bounded by the limits of the formal economy. Sonseintries have overcome these
barriers by initiating unemployment assistance s@® aiming at reducing poverty among
low-income families affected by unemployment. Toeal governments of Mexico DF and
in the State of Mexico have introduced modest udeympent assistance programmes. In
Brazil, a non-contributory unemployment scheme fishermen replaces their income
during the fishing prohibition period (reproductis@ason), helping to protect biodiversity
and to ensure economic and social sustainabilitye dountry also grant unemployment
benefits to workers rescued from forced regimeher ¢ondition analogous to slavery.
Income support is also given to workers registaredkills development programmes
offered by their employer.

contributions

Some countries have opted to cut or freeze unempayinsurance contributions. In
these risk-pooling systems, premium rates are wetyeyear to cover the anticipated
payments under the programme during the followiegaal. The resources are put aside in
a reserve fund. Normally, if unemployment is expdcto rise, premium rates should
increase to cover the programme cost. During ecanatownturns, this rate-setting
approach can lead to a situation in which fewerkens bear the costs of a higher number
of unemployed people, and higher labour costs eageufurther shedding of labour just
as unemployment is rising.

Nevertheless, Canada, Germany and Japan have ddeptgorary measures to break
the pro-cyclical nature of such financial measusming at reducing labour costs to
facilitate job maintenance and creation. Despiteititrease in benefit claims and in the
overall cost of the unemployment insurance programiapan reduced the contribution
from 1.2 to 0.8 per cent of the wages from ApriD2@ntil March 2010. Germany reduced
the contribution rate from 6.5 per cent of taxabigges in 2006 to 3.3 in 2008 and to
2.8 per cent in 2009. Canada froze the employaesiipm rates for 2010 at 1.73 per cent,
the lowest level since 1982. The employer contiilouis 1.4 times the premiums paid by
their workers. As the economy recovers, the coution rate will be raised gradually to
offset the unemployment insurance expenditures twvier.

The 2010 freeze will certainly have implications foture rates. In Canada, the total
cost of the frozen contribution is estimated at58.(er cent of GDP for 2010, and a
cumulative deficit of almost 1 per cent of GDP xpected over the next three years (TD
Bank Financial Group, 2009).

The current crisis has showed the advantages ob-aygle approach in rate-setting
framework for unemployment insurance, in which satan be frozen or decreased during
recessions, and increased once unemployment gegstdassure sufficient reserve funds
for future downturns.

Extending the benefit duration

The perspective of a prolonged recession and trease in long-term employment
has led some G20 countries, such as Canada, Bezzihhany, Japan and the United States
to temporarily increase the duration of the ber(@fjure 2.4).
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Figure 2.4.

Maximum duration (in months) of unemployment benefit payment for a worker aged 49 years
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Source: own estimations based on the provisions of the stimulus packages.

(1) The maximum benefit duration is 60 months for workers with 40 or more years of contribution.

(
(
(

2) The maximum duration is 36 months for workers older than 50 years old.
3) The maximum duration is 32 months for workers older than 50 years old.
4) The extension applies for the mining and metalwork sectors.

Brazil extended the benefit duration for two monthst only for the sectors most
affected by the crisis, such as mining and metddwdris expected that this measure
would benefit 216,500 workers at a cost of 0.01B gent of GDP (Berg, 2009). The
National Economic Plan of Canada foresees five wemitension for the payment of
unemployment insurance, rising its maximum duration 50 weeks, at a cost of
US$1.1 billion for the period 2009-11, equivaleat@.074 per cent of GDP in 2009,
benefiting over 395,000 people (Government of Canad09).

In Japan, from April 2009, those who have exhausbeidr unemployment benefit
payment can have a 60 days extension. The totatidarranges from 150 to 370 days,
depending on the worker’s age and number of ydassreice (Ministry of Health, Labour
and Welfare, Japan, 2009).

Germany has also extended the duration of unemm@oyrbenefit combined with
short-time working compensation from 12 to 24 mentim the regular unemployment
insurance scheme, the duration ranges from 1532ad8ys according to the worker’s age
and contribution period (Government of Germany, 90T he unemployment subsistence
scheme has indefinite duration.

The latest French collective agreement on unempoynnsurance also foresees
adjustments in the duration of the benefit, althotige maximum duration remains the
same as before. From April 2009, the duration @& benefit will be equal to the
contribution period, up to a maximum of 24 montbsworkers until the age of 49 years,
and 36 months for workers over 50 years old (UNE@09). France has also opted to
make a one-off lump sum supplementary payment.

One of the main measures of the United States eegqlan is the extension of the
duration of the unemployment benefit. The legiskatiapproved in November 2009
provides 14 extra weeks of unemployment insurancedrkers in every state that have
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exhausted their standard 26 weeks period, and 28 weeks of jobless benefits for those
workers in states with average three-month unempémy rates above 8.5 per cent. This is
the third temporary extension of the benefit doratiSince June 2008, the total duration
has been raised from 26 to 99 weeks. In the AmeriRacovery and Reinvestment Act,
launched in January 2009, there was already agioovio raise the duration to 79 weeks,
along with a $25 per week increase in the valub@benefit, at an estimated cost of $39.2
billion up to 2019, to be expended mostly in 2008 2010, equivalent to 0.239 per cent
of GDP and 5 per cent of the overall stimulus pgekéCongressional Budget Office,
United States, 2009a).

The possibility to make discretionary adjustments the duration of the
unemployment benefit according to the length of #m®nomic recession cycle is an
important policy-making asset. In 2009, unemploytriaaurance duration in the United
States was as generous as the European sociatevatfzemes.

Partial unemployment benefit schemes

In order to preserve jobs, and at same time towalbompanies to adjust their
production costs to the contraction of demand, m&g29 countries have provided tax-
incentives for the reduction of working hours. ®imertening of the workload is generally
associated with a (pro-rata) reduction in wageschvban be compensated by the payment
of partial unemployment benefits (figure 2.5). lonee countries, cutbacks in working
hours, combined with the enhancement of partiampteyment schemes to fill the income
gap, have contributed to avoiding lay-offs and hewabled companies not only to survive
the crisis, but to be better positioned when grawthrns (ILO, 2009b).

The stimulus packages of Canada, France, GermapgnJthe Netherlands and the
Republic of Korea, have included provisions relategartial unemployment benefits to
workers facing involuntary reduction in working meu

The support is time-limited and conditional on ma#pation in other work-related
activities, such as job-search or training. Comptos for reduced working hours is
generally paid through the employer who, in turaeceives wage subsidies that are
conditional on partial employment of existing warke

In Germany, the maximum duration of short-time viiogkincreased from six to
24 months. This measure was combined with refundfrepcial security contributions. In
March 2009, the number of subsidized workers irtiglaemployment was more than
1.2 million in 55,000 enterprises, or eight timestagh as a year before (Scholz et al.,
2009). France, Japan and the Republic of Korea aeeincreased the replacement rates.
In France, the partial unemployment benefit wasagifrom 60 to 75 per cent of salary.
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Figure 2.5.

Maximum duration (in months) of partial unemployment benefit for short-time working
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(*) In some industrial sectors the extension can reach 11.5 months.

Along with the payment of partial unemployment Héneajor implicit subsidies are
generally provided, such as continued accumulatbrentitlements in pension and
unemployment insurance programmes, and health ageefor the duration of the short-
time working scheme, there may be restrictions ayoff. Training arrangements or
financial incentives for training are provided dwi non-working hours. These
programmes facilitate the temporary continuatiorexisting employment contracts and,
therefore, support job preservation instead oftjaation (OECD, 2009b).

Lessons from past crises

Unemployment insurance as an automatic stabilizer

Theoretical macroeconomic research and evideneoe [iiast crises in Canada and the
United States have shown the strong stabilizatropact of unemployment insurance
schemes on these countries. Recent research agsélssi impacts of unemployment
insurance on consumption smoothing shows that #le ifi consumption for the
programme’s beneficiaries was only 7 per cent dutire economic cycles in the 1970s
and 1980s. In the absence of the programme, esBnsaiggest that consumption could
have fallen by as much as 22 per cent (Gruber, )1®hilarly, models of precautionary
savings suggest that households may increase savaigs when faced with greater
income uncertainty. Therefore, increase in theaaghent rates or in the coverage of
unemployment insurance might stimulate househaddsetluce private savings, raising
consumption and aggregate demand (Engen and GR20gt).

These findings are corroborated by various econaenstudies. By using counter-
factual simulations, some researchers have shoatuhemployment has consistently
mitigated the severity of downward fluctuationsGDP during economic contractions in
five recessions in the United States from 196938691 They found that unemployment
insurance programmes reduced the loss in real GD&dwnd 15 per cent over all the
guarters of each recession. They showed that tess@ans would have been an average of
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17 per cent deeper if the programme had not existEuey also estimated that each dollar
spent on the unemployment insurance programmeatkimnincreased GDP by $2.15, and
for each recession an average of 131,000 jobs semed per year (Chimerine et al., 1999).

A recent report on the United States recovery pgelshowed that the extension of
unemployment insurance together with the incredséood programmes have had a
stronger multiplier effect on output than tax catsan increase in infrastructure spending.
After evaluating various stimulus options, the awtttoncluded that unemployment
insurance benefits were the single best mechanimheruconsideration for boosting the
economy. For each dollar spent on unemploymentramee, output increased by $1.6
(Zandi, 2008). These findings were corroborate@byost studies prepared by the United
States Congressional Budget Office, which estimateat the output multipliers for
transfers to individuals, including unemploymengalth, food and nutrition, range from
0.8 to 2.2 (Congressional Budget Office, United&a2009b).

In Canada, an econometric study on the 1981-821886-91 recessions showed a
very strong correlation between net spending oruttemployment insurance system and
economic performance. According to the authors,pitigramme reduced GDP loss by
12 per cent in 1982 and by 14 per cent in 1983.l&imesults were also found for the
1990s crisis. The authors also found that unempémyrbenefit spending is more powerful
as an economic stabilizer than other measures asidhx cuts, increase in transfers of
social assistance programmes, and transfers tangravand local levels (Dungan and
Murphy, 1995).

Another study analysing the effectiveness of theaad social transfers systems in
the United States and in the European Union asiemmtic stabilizer in the current crisis,
showed that unemployment benefits alone have abdd® per cent of the unemployment
shocks in Europe, compared to just 7 per centénlthited States (Peichl, 2009). These
findings suggest that the multiplier effects in soies with more generous unemployment
insurance schemes, such as France, Germany, therideds and Spain may be much
higher than those observed in the United States.

Protecting families from poverty

Recent research has shown that unemployment pmtesthemes are fundamental
tools for social cohesion and social stability.the absence of the transfers provided by
these schemes, poverty levels would increase bgr@ptage points in Europe and by 5
percentage points in the United States. A studythenEuropean transition economies
showed that unemployment insurance schemes -cotgtgibsignificantly to poverty
reduction during the 1990s. In Hungary and Poldod,instance, poverty among the
unemployed was reduced by 50 and 45 per cent, ctrgplg, as a result of the cash
transfers made in the form of unemployment berfebdopivec et al. 2005).

Well-designed unemployment support schemes can @stribute to avoiding a
transition to inactivity and, in the long term, imcrease in expenditures on disability and
retirement benefits (Carcilio and Grubb, 2009).

® A previous study showed that in the 1970s the ymheyment insurance system could offset 5.4

per cent of the GDP real loss or 4.9 per cent gbleyment losses from a recession caused by a
monetary shock in the United States. In the 198@ssystem could offset 3.7 per cent of the GNP

loss and 3.5 per cent of the employment loss. Sees@n et al. (1990).
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Empowering workers and improving job matching

The effectiveness of unemployment insurance asaiaeeonomic stabilizer depends
on the relation between output and employment, ra@eeof the scheme, benefit duration,
replacement rates and, mainly, on the impact onb#teviour of the unemployed with
respect to consumption and job seeking (Auerb&e0).

Many authors have raised the alert on the possitgi@ct of generous employment
insurance schemes in inducing moral hazard amongkensy discouraging work and
reducing efficiency of the labour markets (Kratadvileyer, 1990). Some authors have
found a positive elasticity of unemployment wittspect to benefit duration and have
identified a high probability of unemployment eyist before the benefit is exhausted
(Ours and Vodopivec, 2005).

However, the debate on whether more generous unogmpht schemes reduce the
transition rate from unemployment to employment baen inconclusive (Roed et al.,
2008). Some authors argue that generous unempldymeegrfitscan increase productivity
by helping the unemployed find jobs that matchrtls&ills (Berg and Salerm, 2008). By
empowering workers and increasing their bargairpogition, unemployment insurance
contributes to raise wages and to facilitate jolbcimes (Blanchard and Wolfers, 1999).

Despite of an eventual direct negative effect oemployment duration, evidence
shows that there is a positive indirect effect oBmployment insurance on subsequent
employment stability. This effect is pronouncecauntries with relatively more generous
benefit systems, such as France and Germany, cethparcountries such as Greece and
Italy where the unemployment insurance systemsis tieveloped, and for recipients who
have spent at least six months in unemploymenterims of the magnitude of the effect,
recipients remain employed on average two to foonths longer, which represents a
10-20 per cent increase relative to the averagdaymment duration. This offsets the direct
effect of unemployment benefits, suggesting a paesitet effect (Tatsiramos, 2006).

In Brazil, evidence shows that unemployment beseimhpower workers to overcome
liquidity barriers to becoming self-employed (Cumgtiam, 2000). Turning unemployment
to self-employment has also become a major focuthefGerman active labour market
policies (Baumgartner and Caliendo, 2007). In Sptie stimulus package allowed the
unemployed to withdraw 60-80 per cent of the acdated amount of the entitlement
over the benefit duration, as a start-up allowandeecome self-employed.

Finally the combination of partial unemploymenturence with training lay-offs and
with reduced working hours has proved to be arctffe way to improve labour skills and
enhance productivity.
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3.

Active labour market policies

Core findings

m  During the global financial crisis, a range of active labour market policies have been used to maintain
workers in their jobs, increase employability (including activation strategies), and generate employment for
the jobless. In high-income countries, the most common measures were training and work-sharing
schemes, while in poorer countries, typical interventions included public works programmes and
entrepreneurship incentives.

m  While it is still premature to conclude on the effectiveness of active labour market policies during the crisis,
available data indicate that policies, particularly work-sharing schemes, have helped avoid a jobs crisis in a
number of countries such as Germany.

m In order to avoid a further deterioration in the labour market during the recovery phase, efforts are still
required to keep workers in jobs, encourage employers to start taking on new staff (through subsidies and
tax credits) and strengthen re-employment policy. Specific attention is required to ensure that youth and
other vulnerable groups do not lose attachment to the labour force or become long-term unemployed.

m  To be able to respond more effectively to future crises, active labour market policies should be developed
as a counter-cyclical measure; for example, by ensuring that spending on these policies increases with the
unemployment rate. Active labour market policies are also relevant for low- and middle-income countries,
but will differ in scope and nature to those used in more developed labour markets.

Active labour market policiesare regulatory policies that influence the intéicac
between labour supply and demahth contrast, labour market measures that provide
income replacement are usually called passive latmawket policies.

In the more developed countries, active labour etgpklicies have been increasingly
associated with the notion of activating the uneygtl: increasing the efforts of recipients
of unemployment benefits to actively search foroh, jor to participate in training or
employment programmes. These policy tools are gealby public employment services
(and private agencies), and target the unemployedterms of increasing their
employability. The activation mechanism operatesahee benefits are conditional on
compliance with participation in active labour meatrkpolicies, and non-compliance
triggers sanctions. In general, activation stragdocus on: the development of individual
action plans, and regular reporting and monitoghgctions taken by the unemployed; job
referrals for recipients; and programmes to imprmaivation, skills and employability
(OECD, 2009b).

In a broader sense, active labour market polices also encompass measures to
avoid dismissals and maintain workers in their jagh as wage or job subsidies, public
works programmes, and entrepreneurship incenti&esve labour market policies can
therefore also include preventive interventiond thaintain and promote labour demand,
which are relevant to both more developed and deusd countries. This broader
relationship between goals and labour market pdits outlined in table 3.1.

! The ILO’s mandate for active labour market pokicieas to be seen against the Declaration of
Philadelphia (1944) as well as the Universal Detian of Human Rights of 1948 which states that
“everyone has the right to work, to free choiceenfployment, to just and favourable conditions of
work and to protection against unemployment”. nishe context of these declarations that in 1964
the International Labour Conference adopted the l&ynpent policy Convention (No. 122) which
foresees in Article 1 that: “with a view to stimtitey economic growth and development ... each
Member State shall declare and pursue, as a magy gn active policy designed to promote full,
productive and freely chosen employment”.

%2 For a further elaboration of the issues discussethis paper, see Cazes, Verick and Hener.
(2009).
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Table 3.1.

Matching goals and labour market policies in times of crisis

Goal Types of labour market policies

Keep people in jobs Work-sharing; on-the-job training

Create new jobs Hiring subsidies; public works programmes

Prevent long-term unemployment, human capital Job search assistance; work experience and
deterioration and drop-outs from the labour market apprenticeship programmes; training; entrepreneurship
by increasing employability incentives

In addition to the goals outlined in table 3.1, gments seek to target segments of
the population vulnerable to long-term unemploymamd discouragement, such as youth,
women, and the rural poor. Targeted active laboankat policies can consist of measures
both to support labour demand and to increase emplity. In advanced economies,
governments focus on hiring subsidies and traistigemes to reach vulnerable groups. In
developing countries, targeted policies usuallyohew around public works programmes
and entrepreneurship incentives.

How have ALM policies been used during the global
financial crisis?

Active labour market policies vary in scope andteah A large number of high-
income countries have considered policy measusgsatidress the different goals of active
labour market policies, as indicated in figure 8Chzes, Verick and Heuer, 2009). The
most commonly used intervention in high-income d¢dans is training (including work
experience and apprenticeship initiatives) for bititbse threatened by lay-offs and the
unemployed (27 countries), followed by work-shar{@¢ countries), increased resources
for public employment services, including job sdaassistance measures (20 countries),
and job or wage subsidies (20 countries). The Jegsiemented intervention in this group
of countries is public works programmes (six cosl; which is unsurprising given the
limited effectiveness of this intervention in suabour markets.

Overall, the use of labour market policies in terwhscope and diversity decreases
with the income-level of countries, reflecting tifi@eancial and technical constraints
hindering governmental response. Nonetheless, gerahpolicies has been used in low-
and middle-income countries, in some cases in dasiway to the policy responses of
more developed nations. Again, the most commonéd ymlicy response in the middle-
income group is training (25 countries), followedy Hob search assistance,
entrepreneurship incentives and public works pnognas. There are far fewer
low-income countries implementing such policiesaaponse to the crisis. In general, low-
and middle-income countries tend to rely on labmarket policy measures that do not
require complex institutional structures and socidiblogue. Nonetheless, some
governments are turning to more innovative policgegh as providing subsidized training
for workers threatened with unemployment.
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Figure 3.1.

National labour market policy responses to the global financial crisis of 2008-09
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Source: Cazes, Verick and Heuer (2009).
Notes: World Bank classification of countries (HIC = high-income countries, MIC = middle-income countries,
LIC = low-income countries); UB = unemployment benefits scheme; PES = public employment service.

Have countries maintained activation strategies?

During a downturn such as the global recessionG8f8209, activation strategies
become less effective for two reasons. First, tighdr number of unemployed people
reduces the expenditure by public employment sesviier capita. Second, labour demand
is weak and the number of job vacancies is low.

In response to the first constraint, many counties/e increased support to
employment services. In Denmark and Switzerlanéndimg on active labour market
policies is indexed to the unemployment rate, dng tacts as an automatic stabilizer of
sorts. However, the overall increase in spendingaive labour market policies has been
modest, and more resources are therefore requremgrove the effectiveness of such
policies.

The second factor is a challenging one for activasitrategies, as the collapse of job
openings and hiring seems to be a more substaatid longer term driver of
unemployment stocks than lay-offs. In recognitidthis situation, the OECD has recently
recommended a shift in the focus of active laboarkat policies from a “work-first”
approach to a ‘“train-first” strategy, particularifipr people at risk of long-term
unemployment (OECD, 2009b).

Effectiveness

In the context of low labour demand, or where thera mismatch between the jobs
available and those seeking work, active labourketapolicies help to smooth labour
market adjustment, and have been used for thisoparfy, particularly, European
countries, for some decades. Despite the resoalicested to these interventions, they are
not always successful in increasing employment giodities and earnings.
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In general, evaluation studies conclude that actalour market policies are a
potentially important weapon in the fight againsemployment and poverty, but produce
mixed results (Auer, Efendioglu and Leschke, 2008). Earlier eatibns of active labour
market policies in Europe and the United Statesuded mostly on the short-term
employment effects of programmes. Some key mesdagmsthis literature are that job-
search assistance is relatively effective in thetstun and job subsidies generally increase
employment chances but may entail significant diegx indirect (deadweight) costs, and
hence should be targetéd.

In terms of active labour market policies targetymyith, evidence from evaluation
studies has been rather discouraging. In regagbtith programmes: “One of the most
disappointing conclusions from the evaluation &itare is that almost all evaluations show
that special measures are not effective for digategged youths.” (Martin, 2000: 95).

More recent studies reveal stronger positive effettactive labour market policies if
a longer-run perspective is taken. For examplanitrg measures, which are the most
widely-used active labour market policy in the etof the crisis, are beneficial for
participants over the longer term with respect mopleyment and earnings outcomes
(Kluve 2006; Lechner and Wunsch 2009). More spedlliy, Lechner & Wunsch (2009)
conclude that, while German training programmesehpeositive medium- to long-term
employment effects in a pre-crisis period, theseelitss are stronger in times of high
unemployment. Therefore, such training schemesacaras a counter-cyclical measure,
with expenditure increasing with the unemploymexté r’ In terms of active labour market
policies during previous recessions, the resul8as§lund and Krueger (2008) for Sweden
in the 1990s suggest that training and other mdio place at the time did not mitigate the
impact of the severe crisis and resulting recedsianhit the country in that decade.

Expenditure on active labour market policies varemsiderably among OECD
countries. Based on the ten-year average for th#odpdeading up to the crisis
(1998-2007), Belgium, Denmark, France, GermanyN#iherlands and Sweden all spent
more than 1 per cent of GDP per annum on thesevaridons. In non-European OECD
countries, spending on active labour market pdigvas far lower. These statistics provide
an indication of the varying importance of actiaddur market policies as a policy tool
and crisis-response measure in high-income cosntrie

A key question is whether active labour market g can be effective in an
economy that generates very few formal job vacana@as is the case in the majority of
developing countries. Because most studies on ffeetieeness of active labour market
policies are based on programmes in advanced edespih is difficult to extrapolate
findings to the situation in low- and middle-incoroeuntries. Nevertheless, the potential
benefits are much larger in poorer countries, fxangple the avoidance of conflict by
assisting young people to find jobs.

% In that context, one may question the relevancactifie labour market policies or advocate for a
better design and targeting of these programmetat@® them more effective.

* See Bechterman, Olivas and Dar (2004), Card, Kland Weber (2009), Kluve (2006), and
Lechner and Wunsch (2009) for further discussiothase issues.

® Some have argued that active labour market peslicieild be used as an “automatic stabilizer” in
the economy, as passive measures can (Quiggin :2@GpEnding on active labour market
programmes, for example, provides income replaceifveages paid) and generates a consumption
smoothing effect.
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Impact

One key aspect of the role of active labour mapddicies in times of crisis is the
enhancement of individual transitions in the labooarket. These policies help keep
individuals in touch with the labour market, makisigre that they maintain and develop
adequate skills for employment when the econoniy better shape. Active labour market
policies are, therefore, crucial tools in the leatth prevent long-term unemployment and
avoid discouragement.

Examples from G20 countries of the numbers of Leiagfes of work-sharing
schemes, wage subsidies, training, public worksgnammes, and entrepreneurial
incentives are shown in table 3.2. They show tr@kveharing schemes have been largely
used for a large number of workers as a respongleetarisis. Even if it is too early to
evaluate these schemes, it is likely that thesesurea have helped to prevent further
increases in unemployment.

Table 3.2.  Impact of active labour market policies during the crisis: selected examples from
G20 countries

Country Name of active labour market policy Number of beneficiaries

Work-sharing

France Activité/Chémage partiel 183 000 workers (June 2009)

Germany Kurzarbeit 1.42 million workers (June 2009)

Italy Cassa Integrazione Guadagni (CIG) 716.8 million hours compensated in
Jan.-Oct. 2009

Japan Employment Adjustment Subsidy Programme Over 2.5 million workers (Sep. 2009)

Korea, Republic of Job-sharing measure 1999 enterprises (with more than 100
employees) have used this scheme

Netherlands Deeltijd WW 36 000 workers (third quarter 2009)

Wage subsidies

Argentina Productive Recovery Programme (REPRO) By Sep. 2009 coverage had extended
to 2 317 enterprises and 123 444 workers

Training

Indonesia Vocational Training Centres (BLK) 50 000 jobseekers received training

Korea, Republic of Youth internship programme 90 000 interns employed at administrative
agencies, public institutions and SMEs

Russian Federation Vocational training 107 000 workers threatened with lay-off

Public works programmes

India National Rural Employment Guarantee Scheme 1.77 million person days generated in

2009-10 financial year (five months)
South Africa Expanded Public Works Programme 568 224 beneficiaries (2008-09)
Spain State Fund for Local Investment 400 000 jobs created

Entrepreneurship incentives

Russian Federation Support to business start-ups 55 300 persons

Source: ILO (2009a).
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What next?

Now that most countries are exiting recession aloavlg entering a phase of
economic recovery, the challenge will be to engbhet the recovery is accompanied by
growth in employment. Active labour market policishould continue to play a
complementary role to prevent long-term unemploytnand to help individuals remain in
the labour force and find a job.

The following will be priorities during the recoyephase:

—  keeping workers in jobs, where necessary thraugh active labour market policies
as work-sharing schemes;

— using job or wage subsidies, along with tax ¢sedd encourage employers to start
taking on new staff (minimizing deadweight coststémgeting individuals vulnerable
to long-term unemployment or to dropping out of ddgour force, such as youth and
the low-skilled workers);

— strengthening re-employment policy (job searchistance, training and related
measures) to improve the employability of the unieygd, reduce the risk of long-
term unemployment and discouragement, avoid shilfolescence, and facilitate any
structural changes in the labour market.

Since financial budget constraints will become é@asingly binding, governments
should allocate resources to ensure that laboutkkehgpolicies move in line with
developments in the overall economy and the laboarket. Over the longer term,
governments should aim to develop a comprehensivg iategrated policy and
institutional framework that will enable them tottee respond to future crises. This
involves the development of active labour markeicpes as a counter-cyclical measure. In
addition, more efforts need to be made to monitat avaluate the impact of specific
policies to ensure that interventions are effectités also necessary to identify potential
linkages between different labour market institasiosuch as articulating active labour
market policies with unemployment benefit schemies,line with the principle of
activation in the context of weak labour demandefkeg in mind the role of
unemployment benefits as an automatic stabilizer).

Despite their association with OECD countries,\&ctabour market policies are also
relevant for low- and middle-income countries, kil differ in nature and scope from
those used in OECD countries. Active labour marnpelicies such as public works
programmes (including guarantee schemes) are iamgotbols for low- and middle-
income countries. These policies will also contiébto efforts to meet larger development
goals.

Finally, mechanisms should be developed to fat#litonstructive dialogue between
the social partners, the government, employersvem#ters, in order to formulate more
effective active labour market policies during sisrand to promote a jobs-led recovery.
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4.

Working time reductions

Core findings

m  Working time adjustments offer an important tool for limiting or avoiding job losses and supporting
companies in retaining their workforces until demand recovers. One such approach is work-sharing: a
reduction of working time intended to spread a reduced volume of work over the same (or similar) number
of workers in order to avoid lay-offs. When work-sharing policies are properly designed and implemented,
the result is a “win-win-win” solution benefiting workers, businesses, and governments.

m  Many existing work-sharing programmes in developed countries were revised and expanded during the
crisis, such as Kurzarbeit in Germany and chémage partiel in France. In addition, during the course of
2009, a number of middle-income countries implemented some basic forms of work sharing.

m  The most important constraint on the use of work-sharing measures is the need to target them on firms
facing temporary declines in demand. The targeting approach likely to be most effective is to set time limits
on work-sharing subsidies to ensure that they do not block inevitable structural adjustments.

m  There is evidence from previous recessions that work-sharing programmes have helped to avoid layoffs.
There is also some early evidence that work-sharing measures have helped avoid layoffs during the
current economic and jobs crisis in countries such as Canada and Germany.

m  Work-sharing is more likely to result in a “win-win-win” solution when: governments take an active role in
promoting it; schemes are negotiated and implemented through social dialogue and collective bargaining;
wage supplements (e.g. partial unemployment benefits) are provided to partially offset workers’ reduced
earnings; measures are inclusive, covering regular and non-standard workers; and managers make
necessary changes in the work environment, such as redesigning work processes and supporting training.

Working time adjustments, such as reduced houfsr, ah important tool for limiting
or avoiding job losses and supporting enterprisegeiaining their workforces until
demand recovers. In particular, work-shafing a reduction of working time intended to
spread a reduced volume of work over the sameirfolas) number of workers in order to
avoid lay-offs, or alternatively, a measure intehtte create new employment (Messenger,
2009). This reduced working time may take a varigtyforms, most typically shorter
working weeks (for example, three- or four-day wiagkweeks, instead of the more usual
five-day working week), but also reduced daily lor even temporary plant shutdown
for periods of several weeks or even months.

Work-sharing is a relevant response to the glotlas jcrisis because it is a measure
designed to share the burdens of a difficult ecaaasituation. Appropriately tailored,
work-sharing measures can be an effective shart-palicy response to the crisis. Work-
sharing programmes focused on maintaining employmem not only help to avoid mass
lay-offs, but also allow businesses to retain thearkforce, thus minimizing firing and
hiring or rehiring costs, preserving functioningumis, and bolstering staff morale during
economically difficult times. If complemented withrgeted training for affected workers,
work-sharing measures can also bring longer-termefits to both workers and
enterprises. However, some disadvantages regatidngnplementation of work-sharing
programmes have been identified, such as the soe®tsubstantial administrative costs
(depending on programme design) and the need fjrstatents in human resources
management practices, entailing additional effod eost for employers.

When work-sharing policies are properly designed amplemented, the result is a
“win-win-win” solution: enabling workers to keepetin jobs and prepare for the future;
assisting companies not only to survive the crizsig,also to be well-positioned to prosper
when growth returns; and minimizing the costs fovegnments and society as a whole of
social transfer payments and, ultimately, socialwesion.

® Work-sharing is also known as “short-time worktaas “partial” or “technical” unemployment.
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Country experiences

Work-sharing programmes had already been implerdenta number of countries in
the industrialized world prior to the onset of tilebal economic crisis, including: Austria,
Canada, Belgium, France, Germany, Switzerland, Nletherlands and a number of
individual states in the United States. Many ofsthexisting work-sharing programmes
were revised and expanded during the crisis. Famgle, thechbmage partieln France
extended the upper limit of the non-worked hourgeced by the partial unemployment
contractual allowance from 600 to 800 hours per,yaad up to 1,000 hours for firms in
particularly vulnerable industries, such as thdilexgarment and automobile industries
(Jolivet, 2009).

Preserving jobs during the global crisis has becantep priority in many middle-
income countries, which have been particularly hlaitdby job losses in their formal
economy, often in export-oriented or consumer goouhistries. As a result, many
developing countries have had to take action taigedthe impact of the crisis on
employment and maximize the potential for growthjabs in the coming period of
economic recovery. During 2009, a number of therrechdo discuss, negotiate and
implement some basic forms of work-sharing or wogkiime adjustments — often (but not
always) with links to training. These countrieslimte: Argentina, Chile, Mexico and
Uruguay in Latin America; and Bulgaria, Croatiag tGzech Republic, Poland, Hungary,
Romania, Serbia (company-level only), Slovakia, v€ioa and Turkey in Eastern
Europe.” Appendix | shows a comparative table of changewadrk-time adjustments as
crisis response measures in selected G20 countries.

Trade-offs and constraints

A distinctive characteristic of this type of toslits counter-cyclical nature. While in
general it is available in all phases of the ecanarycle, it is more widely used during
recessions, helping to cushion any immediate iseré&aunemployment.

One objection to schemes of this type is that imyneases they only postpone
lay-offs that are inevitable at some point in thufe and are thus a waste of money. There
are few estimates of the jobs lost once workere hefi these programmes. In the case of
Canada, it has been estimated that during the 1880f all the workers whose jobs had
been preserved as a result of the programme wigreffaduring the six months after they
left the subsidy scheme. Although this may createesuncertainty about the merits of the
scheme, in times of crisis when job opportunities scarce, preservation of existing jobs
is not the only benefit: unemployment is postpounetll recovery is under way, reducing
the likelihood of workers joining the ranks of loag-term unemployed.

Another objection has been that such schemes mag tiee effect of keeping
economically non-viable enterprises on life suppihiereby interfering inefficiently in the
normal processes by which enterprises are creatgd ander. But while there is always
the risk of subsidies going to a non-viable enisgyrthat risk is reduced by the limited
time for which the subsidy is paid and the conditilbat working hours must be reduced

Work-sharing programmes implemented in respongbdaylobal jobs crisis should
be targeted on firms experiencing temporary probleesulting from the downturn in the

" A TRAVAIL Policy Brief on “New Developments in W&rSharing in Middle-Income Countries”
is currently in preparation.
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business cycle — rather than on those facing straloctconomic adjustments — recognizing
that this can be a difficult distinction to makepiractice ®

There are a number of approaches which attempir¢et work-sharing measures on
firms experiencing problems resulting from the bass cycle. One approach is an explicit
requirement that the positions supported by thgnarame be continued following the end
of the subsidy period. Another strategy is a rezmaent that firms repay all or part of the
subsidy payments if the employee is laid off after programme ends. An example of this
is the requirement in the new part-time unemployinseheme in the Netherland3eeltijd
WW, that companies repay half of the part-time uneympent benefits paid to their
employees if the employees are laid off in the éhngonths following the end of their
participation in the scheme (OECD, 2009b).

The targeting approach that appears likely to bentbst effective is to set time limits
on work-sharing subsidies to ensure that the scheatonenot block inevitable structural
adjustments. Such time limits help ensure thatwbek-sharing programme is indeed a
temporary measure in response to the economics anisito facilitate mutually agreed
changes, andchot a permanent reduction in hours and pay. Making songasures
temporary limits the deadweight loss (that is, pdmg public subsidies to firms that
would not have engaged in lay-offs). This approalsio limits any potential displacement
effects that might arise as a result of work-shiariassentially the crowding out of
emerging businesses and industries by existindi¢rait ones, as a result of the public
subsidies.

Effectiveness, costs and benefits

There is substantial evidence from previous reoessy periods that work-sharing
programmes can avoid lay-offs (Messenger, 2009rd s also some evidence that such
programmes may not always prevent dismissals inldhg-run, but rather may simply
postpone redundancies in times of severe econaifficutties (Calavrezo, Duhautois and
Walkowiak, 2009). This latter result can also besidered a positive outcome if the work-
sharing measure is linked to training and the wsir&ring period is used to prepare
workers to move to new jobs when the economy resove

Data on the effects of work-sharing since the on$¢he global economic crisis are
limited, in large part because many of the workestgaprogrammes and measures which
now exist have only recently come into force. Hoare¥n Canada, as of September 2009,
a total of 5,827 company work-sharing agreementsewe place involving 165,104
employees who otherwise would have faced lay-ofég@&rtment of Finance, Canada,
2009). And in Germany, where participation in kwgzarbeitscheme reached a maximum
of over 63,000 enterprises and 1.4-1.5 million woskat the height of the crisis in mid-
2009,Kurzarbeithas been credited with avoiding an estimated 482j@b losses (Federal
Employment Service, Germany, 2009).

Gender dimensions

The main gender dimension regarding work-sharingsuees is the fairness of their
distribution between male and female workers. Wolgeically benefit to a lesser extent

8 This is not to say that work-sharing policies haweebeen used in companies and industries facing
structural economic decline, but such policies hgeeerally proven to be ineffectual, such as the
use of so-calledlransfer Kurzarbeitto try to avoid lay-offs during the economic tréios in
Eastern Germany (Wiel3ner et al., 2009).
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from work-sharing for two reasons. First, a greaipprtion of work-sharing occurs in
large, male-dominated industrial enterprises, sashautomobile manufacturing and
metalworking. Second, work-sharing programmes ofigolude workers on temporary
contracts and other types of workers in non-stahdamployment, who are predominantly
women in most countries.

Nonetheless, in response to large numbers of l@yadfnon-standard workers, more
countries are now making work-sharing availablemarkers who do not have regular
employment contracts. For example, in 2009, theeBauwent of Japan introduced the
Subsidy for Employment Maintenance through OvertiReduction Programme. This
innovative new programme provides lump-sum paymdntscompanies that reach
agreements with workers’ organizations regardiregrsduction of overtime and develop
an overtime reduction plan, and that maintain theleyment of fixed-term and temporary
agency employees working in the company over ayeae-period. Likewise, in 2009,
temporary agency workers in Germany were also netigible for theKurzarbeitscheme
(Bosch, 2009).

Lessons learned

Perhaps the main lesson from previous economic tilons that is relevant to work-
sharing policies is that lay-offs now may resulskill shortages later. This is definitely the
case in Germany, where manufacturing companies regig@sive use of lay-offs during
the 2002—-03 recession, and subsequently experiesergols skill shortages during the
economic recovery that followed (see, for examplesch, 2009). This may, at least in
part, account for German employers’ generally gtrenpport for the extensive use of
Kurzarbeitduring the current economic crisis.

Work-sharing policies and programmes are moredikelresult in a “win-win-win”
solution benefiting workers, employers and govermsievhen:

- governments take an active role in promoting wait&ring;

- work-sharing schemes are negotiated and implemeti®ugh social dialogue at
national level and via collective bargaining atustty level and in specific firms;

- wage supplements are provided to partially offsductions in workers’ earnings;
- work-sharing schemes are inclusive, covering 1@gahd non-standard workers;

- managers make necessary changes in the work emérd to make work-sharing
pay off, including redesigning work processes wheeded and supporting training;

- organizational and wage changes are not too abrupt
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5.

Employment services

Core findings

m  Closer collaboration between Public Employment Services (PESs), private employment agencies,
nongovernmental organizations and private enterprises, has been highly effective to implement labour
market policies responses to the economic crisis.

m  During the crisis many countries enhanced existing programmes and services with additional financial
resources and eased eligibility criteria, enabling them to respond rapidly to labour market demands. This is
made possible when PES continually identify areas for improvement and remains responsive to changing
labour market conditions. A key factor in this will always be the availability of reliable labour market
information.

m  |n good economic conditions, the most cost-effective solution to unemployment is access to job vacancies
combined with income support; in times of economic or structural crisis, targeted skills training followed by
job search assistance produces the most lasting results.

m  Asacomplement to traditional job-matching processes (labour exchanges), job fairs provide a convenient
venue where employers and jobseekers are able to meet, exchange business cards, job applications and
resumés, and engage in initial screening interviews.

m  Many countries operate a policy that links public employment expenditure with the duration of
unemployment. Thus low-cost counselling and job search assistance are offered to the short-term

unemployed, and more intensive and costly measures are provided for the long-term unemployed.

Public employment services are the governmenttinigths responsible for providing
services and implementing policies to assist warkerd employers make transitions in the
labour market. By far the most visible and bestanstbod service is that of job matching,
linking employers who require workers to fill thédb vacancies with qualified jobseekers.
In many countries, public employment services offectronic or Internet-based databases
of jobseeker and job vacancies, which are readigssible by all.

Even in times of economic stability or growth, hawe less than 50 per cent of all
workers who approach public employment servicesaigistance are considered to be
completely “job ready” at their first contact. Thisesents an even greater challenge in
times of economic decline, when many workers awimg with job loss, and fewer job
vacancies are reported. As part of their core mandherefore, public employment
services offer additional services to help jobsexkmprove their employability. These
services cover information about and access tofullerange of active labour market
programmes available, such as skills training traneing, as well as information on self-
employment and starting a business.

Public employment services also collect, analyseé disseminate reliable labour
market information, and advise individual jobseskesn how to improve their
employability, along with providing career guidaramed counselling, and a spectrum of
job search assistance tools and techniques.

Finally, recognizing that one of the first concewfsworkers suddenly faced with
unemployment is how to replace the subsequentobssome. Many public employment
services also administer unemployment insurancgranomes as a means of providing
temporary financial support to workers while theguds on re-entering the labour market.

Thus, public employment service offices in many mides have become the first
point of contact, and one-stop centre for assistaftr workers seeking to engage in the
labour market in any capacity. Nevertheless, tleeagamf most public employment services
in 2009 was on increasing employability throughimas labour market programmes, to
enable jobseekers to retain and improve their sskill preparation for an economic
recovery.
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Averting or minimizing job loss

During the crisis many countries enhanced exisgmggrammes and services with
additional financial resources and eased eligjbitititeria, enabling them to respond
rapidly to labour market demands. This is made iptessvhen PES continually identify
areas for improvement and remain responsive togihgrabour market conditions. A key
factor in this will always be the availability otlrable labour market information. A
detailed review of the national public service ms®e to the global downturn in G20
countries is provided in the Appendix Il.

Losing a job is more than just losing a sourcenobme; it can also lead to a loss of
identity, self-esteem and self-worth. Lengthy pesi@f unemployment can also result in
the erosion of both technical skills and generalkwwbits, making re-entry into the labour
market more difficult. Public employment servicesé responded by quickly introducing
or enhancing measures to prevent as many reduredaasi possible. We have seen two
general approaches to this: rapid response teardssteort time work arrangements. The
most successful interventions combine the two nesp®as part of an overall solution.

In planning responses to downturns in productioringividual enterprises, or in
communities where several businesses are expargriloss of work, many public
employment services have facilitated social diaéogforough the use of rapid response
teams. These teams, comprised of workers, emplogevernment and other stakeholder
representatives, use a joint consultative appré@achanaging change. They communicate
with workers and the community as a whole, andadéte to plan the best way to address
the situation. This approach is used in many camtthroughout the world, including
Canada, Croatia, Hungary, the Netherlands and thiedJStates.

Another widely used method of minimizing job losseghe introduction of short-
time work schemes as discussed in chapter 4. Tagramme is viewed by both workers
and employers to be a win-win situation, where woskdo not face a total loss of income
and employers are able to address the challengebailding their business with their full
work force.

While rapid response teams and short-time work reelsecan be implemented as
stand-alone measures, many public employment ssrvaffer them as a combined
package, first establishing a short-time work ageament within an enterprise to stem the
redundancies, and then setting up the joint coatbudt team to handle activities to assist
redundant workers and help plan measures thatretirn the business to full production,
as described in the example of the Box 5.1.

Box 5.1
Mobility centres in the Netherlands

In 2007, an automotive company announced that it would lay off approximately 1,600 employees. The
workers and employer were encouraged to negotiate a social plan that would include the development of a
mobility-centre to identify the workers that will become redundant, register them as jobseekers and provide with
the normal employment services offered to all jobseekers by the public employment services. Potential job
vacancies were identified: through normal vacancy notices posted by employers, as well as through the public
employment service’s knowledge of local vacancies and job opportunities. The current skills of the potentially
redundant workers were assessed and skills development actions were recommended to ease the process of
the worker’s transfer from the current employer to a new job.

Within 18 months after the announcement, 80 per cent of the workers had been successfully transferred to
a new enterprise or had acquired a new marketable occupation. Since the introduction of the mobility centre
approach in 2008, a total of 950 projects have been established. By the end of October 2009, 10,000
employees were successfully able to make the transition from work to work, avoiding having to claim any
unemployment benefit. An additional 80,000 workers were able to move to new jobs within three months of
beginning to draw unemployment benefits.
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Job fairs

Job fairs, also called job bazaars, career faits Gareer expos, have been used in
countries throughout the world as an effective effitient approach to match jobseekers
with employers hoping to fill job vacancies. Duritige global economic crisis, these
innovative events have attracted more attentionimerdased in number.

There are two main modes of delivery for job fatiee traditional person-to-person
event; and the Internet-based approach, which gdheir be divided into electronic job
fairs or virtual job fairs. Traditional job fairsperate for a set period, either as a single
event or as a regularly scheduled activity with Beturs and days of operation. An
electronic job fair is similar to a traditional jédir, providing a place where employers and
jobseekers can meet one-on-one to discuss emplayopportunities. A virtual job fair
enables jobseekers to participate from the comdbrtheir homes or even from their
current workplaces. They also enable employerstttach candidates from around the
world, as well as to see a greater selection afgekers in less time than that required for
more traditional recruiting methods. Some exampuiégob fairs are provided in the
box 5.2.

Public employment services in many countries plgypsrtive roles in job fairs. This
is typically done through financial sponsorshipcost-sharing, providing a booth offering
information on techniques to improve a jobseekensployability, and advertising the
event to their jobseeker and employer clients.

Box 5.2
Examples of job fairs

In Canada, the National Job Fair and Training Expo is held annually in Toronto and Montreal, and is
co-sponsored by the private sector and Employment Ontario. It features four fairs, and in 2009 drew over
550 exhibitors, more than 55,000 visitors and 35 sponsors and partners.

In Viet Nam, the employment service centres host regular job fairs (called job bazaars) as one of their
main services, and most of the job placements reported by these offices are a result of these events. In Hanoi,
job bazaars are offered twice per month with an estimated 2,500-3,000 jobseekers participating, resulting in
800-1,200 successful job placements for each event. In Bach Ninh, job bazaars are held on the 15th of each
month. On average, 1,000 jobseekers participate, and approximately 300 jobs are filled. In Ho Chi Minh City,
the employment service centres assist jobseekers through job counselling and assistance in using the Internet,
and a mobile job bazaar is held monthly. One such event was held in October 2009, when 16 Viet Nam-based
foreign businesses recruited for more than 100 senior positions. The 2008 event attracted 25 companies
offering 300 vacancies, and there were 2,500 visitors.

Zebrajobs.com and the Corporate Council on Africa launched the first Africa-wide virtual job fair on
30 September 2009, which ran for three consecutive months, on demand. On the day of the launch, more than
1,300 jobseekers logged on to connect with over 100 representatives from 15 exhibiting companies. By mid-
October 2009, the virtual job fair had drawn interest from over 8,500 registered jobseekers worldwide.

Job fairs offer several benefits. In particulagyth
m accommodate a large number of jobseekers and geiplo
m  offer employers access to a large number of agumtécwith little investment of time;
m  provide interview facilities for employers;

m  offer jobseekers a one-stop job interview oppatyuwhere they can apply for many
jobs and to many enterprises with relative ease.

Nevertheless, job fairs serve only as the inittepsin the process, with employers
using them as a means to quickly screen appliGantsgyet a first impression. After the job
fair, recruiters follow up the more promising catates, through additional in-depth
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interviews, tests and reference checks. First isgioas are formed very quickly, therefore
if jobseekers are not well prepared they can ebitgirmany possible job opportunities very
quickly. Jobseekers thus need job search assistanaceareer guidance.

Provision of income support

One of the first concerns of workers who are fasétl job loss is the resulting loss
of income. Few jobseekers are able to concentragnceffective job search strategy while
dealing with basic concerns related to financiaeurity. Therefore one of the top
priorities for public employment services is to @msthat some form of income support is
available to eligible jobseekers as quickly as jbss

In order to fulfil this commitment, many public elapment services have increased
their staff, introduced longer hours of service atr@amlined application procedures for
unemployment insurance benefits. Some countries halgo re-examined eligibility
criteria for these benefits, so that a greater rardf unemployed workers are able to
collect benefits, for extended periods.

Improvement of employability

Improving the employability of jobseekers, with thén of job placement, is the
primary task of public employment centres. Thistyipically achieved through career
counselling, provision of accurate and timely labouarket information to assist
jobseekers make sound career choices, providirgpgiers with access to information on
skills training courses, and the application of eragbsidy programmes particularly when
dealing with harder to place jobseekers.

The demand for enhanced employment services hesaged dramatically as a result
of the economic crisis, and the range of jobseelexfairing such services has expanded.
Many mid-career and older workers now seek assistanplanning or training for a new
career.

Public employment services in G20 countries arerectly responding to the
increased demands of jobseekers and enterprisespplying combinations of the
techniques which worked well in previous econommd atructural downturns. Again,
responses can be categorized as preventing jopriggisicing lost income, and helping
jobseekers improve their employability.

Impact of public employment services

Evaluation research across industrialized counsiuggests that job search assistance
appears to consistently provide satisfactory resulob search assistance provides the
lowest cost interventions, with generally the latgeelative payoffs, and appears to be
effective for most groups of unemployed persona(BvKlock et al., 1999). Clearly, once
the initial costs have been covered for the deveto of Internet-based jobseeker
databases and other typical services of electiabicur exchanges, the provision of basic
job matching services is both low cost and requits direct intervention by staff.

During the current economic crisis, public employieservice officials have
encouraged jobseekers to take advantage of théfseesgce options. However, when
there are fewer jobs available, only the most egadite workers are able to find new jobs
through this source alone. As the need for mor@eipth services such as career
counselling, skills development and assistancecquiaing special equipment to meet job
requirements increases, so do the costs of joleplant. As one example, recognizing the
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current added cost to job placement, the Austral@rblic employment service
(Centrelink) classifies even the most job-readgntliat employability level Tier 2, which
increases entitlement to extra money for job seassistance.

The time spent in providing services to each irdiial jobseeker increases during
periods of high unemployment because of the negddeide more in-depth information
on labour market conditions, alternative careehgaand sources of skills development
which might be available. This also has implicasidor the speed or the cost of providing
services, depending on whether the public employreervice is able to hire additional
employment staff.

A report published by the OECD (2005) suggests ftiat impacts of public
employment service interventions in moving jobseskeack into the labour market should
be assessed on the basis of benefit payments staedates on earnings and total
earnings, with outcomes measured for up to fivegaéter the start of participation in the
programme. Based on this method of measuring eféewss, it is clear that it is not really
a matter of whether public employment services edfective and relevant in times of
crisis, but rather what services offered by publieployment services are most likely to
produce the best long-term results for jobseekers.

What works?

Well-established public employment services carpivetal institutions in meeting
employment challenges created by unexpected ecengdonvnturns. Closer collaboration
between public employment services and private eympént agencies, hon-governmental
organizations and private enterprises, as illustrét the case of the Netherlands, is highly
effective.

In times of crisis, building upon existing prograesnand services, enhancing them
with additional financial resources and easingilellity criteria, is more efficient and
effective than designing new programmes.

Public employment services must therefore constaafisess their performance,
looking for areas where they can improve and enguthat they remain responsive to
changing labour market conditions. A key factothis will always be the availability of
reliable labour market information.

In times of relatively good economic conditionse ttmost cost-effective solution to
unemployment is access to job vacancies providedugi Internet-based labour
exchanges, combined with income support while tiesgeker moves from one job to
another. Virtual job fairs, for example, save biitie and money, because no work-time is
lost by physically attending or staffing a job faind both travel and logistical costs are
largely eliminated.

In times of economic crisis, when jobs are scascepmbination of targeted skills
training and job search assistance following tlaning can produce the best and most
lasting results. Many countries operate a poli@t tmks public employment expenditure
with the duration of unemployment. Thus low-costiegelling and job search assistance
are offered to the short-term unemployed, but matense and costly measures are
provided for the long-term unemployed.
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6.

Wage policies

Core findings

m  Falling or stagnant wages have a negative effect on consumption spending and therefore on the
aggregate demand. While fiscal stimulus has provided indirect support to wages, consideration can be
given to more direct wage policies which include minimum wages and wage subsidies (especially under
work-sharing arrangements). Both policies involve some trade-offs. Measures to stimulate collective
bargaining may help to strengthen the link between growth in wages and growth in productivity during the
recovery.

m  Wage trends in G20 countries, have differed during the crisis. There has been solid wage growth in a few
emerging economies, including China and to a lesser extent Brazil. However, countries such as Mexico or
the Russian Federation have experienced declines in real wages in 2009 compared to 2008.

m  There is also a need to monitor signs of wage deflation among the more advanced economies. In Japan
there is a risk that declining wages (both nominal and real) might contribute to price deflation. Despite
declines in real average wages in Germany or the United Kingdom during 2009, no other G20 country has
so far experienced simultaneous declines in nominal wages, real wages, and consumer prices. In the
future, there is a possibility that stagnation in wages and consumption in advanced economies may result
in relatively weak aggregate demand and slow economic growth.

Real aggregate demand is determined by the sunorfumption, investment, net
exports and government spending. Falling or stagwages have a negative effect on the
first element of aggregate demand, namely consemEpending. In principle, at the
national level, this negative effect could be atstepartially offset if lower wages result in
higher investment or net exports. In practice, hmwethese offsetting effects are highly
uncertain in the current context, not least becdosestment and exports themselves
depend on domestic and foreign consumption denfangge cuts become generalized in
the global economy, there is a risk that they gpllead competitive deflationary pressures.
Beyond the fiscal stimulus programmes, a humbegpadity instruments can be used to
support wages, including wage subsidies, minimurgesand more widespread collective
bargaining.

Is there a risk of wage deflation?

There is solid wage growth in some emerging ecoasnAmong the G20 countries,
some of the emerging economies have been surgyigiegilient to the global economic
crisis. Even if the crisis has eroded the pace aahemic growth, China, India, and
Indonesia have all achieved positive growth rate8G09. This resilience is also reflected
in the area of wage statistics. In China, for exampfficial figures indicate that in the first
nine months of 2009, monthly wages have increasatbable digit rates in both state-
owned and collective-owned units compared to theesperiod in 2008.In Brazil, the
economy has been more affected by the crisis thamaCbut wages can still be expected
to grow in 2009 despite a slight decline in GBPFigure 6.1 shows that in Brazil the level
of wages was higher on average in 2009 than in 2808 also plots the evolution of real
wages in four other G20 countries discussed indhégpter.

Not all emerging economies have been so resiliena number of G20 countries,
including Mexico, the Russian Federation, and tesser extent South Africa, the crisis

! Labour Remuneration of Persons Employed in Urbaitsl) National Bureau of Statistics of
China; no figures are available for the private@ec

2 According to IMF projections from the October 200&rld Economic OutlogkGDP growth is
projected to decline by 0.662 per cent in 2009.
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Figure 6.1.

has been felt much more strongly. In both the MeXiand the Russian Federation, the
severe decline in GDP figures in 2009 has beennaganied by declining real wages in
2009 compared to their levels in 2008. AlthougH vesges in the Russian Federation have
been on the increase since February, pointing tisveome possible recovery, the actual
level of wages in 2009 remains below the same @gdria2008. In South Africa, after a
period of erosion, wages seem to have moved towaniwery since August 2009.

Real wage index in selected countries, January 2008—-November 2009
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more accurately show trends in all countries. This includes the months of June and July
for Japan and December for both Japan and Russia. Actual figures available upon request.

Source: National statistical offices (outlier values excluded from the graph).

There is a risk of wage deflation among the moreaded economies of the G20, so
there is a need to carefully monitor signs of wdggation. In Japan, where the new global
crisis comes on top of a previous protracted ¢ribire is a fear that declining wages (both
nominal and real) might contribute to price deflatiand reduced consumption spending.
The country has found it difficult to climb out ¢iie earlier deflationary spiral that
followed the burst of a property bubble in the 199Brom January to October 2009 there
was a 2.2 per cent decline in real wages comparétetsame period in 2008 and a 1.4 per
cent fall in the general level of prices.

So far, no other country has experienced a sirdilap in all three indicators: nominal
wages, real wages, and prices. There are worryiggss however, in a number of
countries. This includes, for example, the RepublicKkorea, where prices have held
steady but where both nominal and real wages hawkndd in the first three quarters of
2009 compared to the same period in 2008.Germany too, both nominal and real wages
have been declining during 2009. First result2fa®9 indicate that nominal wages fell by
0.4 per cent and real wages fell by 0.7 per cer@0d9 compared to 2008. These figures
may be a reflection of the trade-off arising frorwark-sharing policy which in Germany
has prevented massive unemployment through shedeking weeks. In other European
countries, such as the United Kingdom, where waykime has diminished less during the
recession, weekly nominal wages appear to haveveeed even though price increases
have continuously eroded real wages. Nominal wagdake United Kingdom declined

? ILO estimates are based on Mexico’s “Encuestadfatide Ocupacion y Empleo, STPS-INEGI”.

* ILO estimates are based on data from national uatsodomestic product quarterly results
(estimates available from Destatis).
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considerably in early 2009 before slowly recoverihgnce limiting the decline in real
wages.

The United States is not completely out of the @azgne. On the positive side, GDP
and price figures have been on the increase in.20@@es in January to November 2009
were more than 2 per cent higher in real terms thahe same period in 2008. Yet, this
increase in the purchasing power of wages is masthsult of the short but steep decline
in prices between September and December 2008.diwve then, real wages have tended
to decline. Figures from the United States Burefilabour Statistics indicate that real
average weekly earnings fell 1.6 per cent from Ddmr 2008 to December 2009. Wage
trends have triggered some discussions among aezslemd the media in the United
States about the risks of wage deflation. So fawdver, the large fiscal stimulus in the
United States seems to have prevented such aAmskher possible outcome is that wages
will remain stagnant in the near future, particiyldor workers with low and median pay
levels.

Beyond the immediate risks of wage deflation, thisrea worry that wages may
remain flat for some period as a result of compgingzonomic difficulties and high
unemployment. Combined with large household dedatdjcularly in the United States and
the United Kingdom, wage stagnation in a periodngfreasing risk of unemployment
could result in an equilibrium characterized by kWwegowth in consumption spending,
weak aggregate demand and hence relatively wealogeto growth.

This low-growth scenario is made more plausibleth®y fact that in many countries
the current crisis comes after years of increagieguality and stagnation in the wages of
middle-class workers, despite considerable econgnoiwth. By way of illustration, figure
6.2° plots real GDP per capita, real average wagesr@admedian wages in the United
States over the period 2001-88t shows that average wages (in real terms) have
increased by less than GDP per capita and thatamedages (in real terms) have not
increased at all. Note that wages are only pawarkers’ total compensation. Because of
growth in fringe benefits, total compensation magvé increased faster than wages.
However, the gap between average and median waflests the fact that wages have
become more dispersed, and that wage growth wasentmted in higher paying
occupations (Keller, 2009). One study found thatween 2002 and 2008, wages have
only increased in real terms for the 90th percerdflworkers (that is, the best-paid 10 per
cent), while declining by 2.3 per cent for mediaarkers and falling by 3.6 per cent for
the lowest-paid 10 per cent (Jones, 2009). Sirpédterns — with average wages increasing
by more than median wages — have been documentsevaral other G20 countries in
recent years.

® ILO estimates are based on annual data from thitetUiStates BLS Occupational Employment
Survey, and real GDP per capita figures are basedhe United States BLS Division of
International Labor Comparisons, July 2009 estisateGDP per capita.

® Average wages are calculated as the sum of alesvaiyvided by the number of workers, while
median wages are the wages of workers in the minfdiee wage distribution. In general, earnings
distributions are skewed to the right and displdgreay right tail, which means that the top quirtile

of earners account for a disproportionate shatetaf wages and that average wages exceed median
wages (Neal and Rosen, 2000).
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Figure 6.2.

GDP per capita, real mean average wages and
real median wages in the United States, 2001-08
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Stagnating or declining wages for the lower halfvaige earners in the future would
have not only economic but also social consequerases would slow progress towards
gender equality. In the United States, it is edtmdhat 7.5 million people — equivalent to
5.1 per cent of the labour force — could be couraedvorking poor in 2007 and that
women who maintain families were more than twicdikedy as their male counterparts to
be among the working podrin Europe, holding a job does not always protesmpbe
from the risk of poverty, and it is estimated thaSpain or Italy at least 10 per cent of the
employed population is at risk of poverty (Wolff)aD).

Possible policy responses

In market economies, wages are a function of theadel for labour, which in turn
stems from consumption demand. Hence, the largelfsgsimulus measures put in place in
many G20 countries have provided indirect suppottanly to employment but also to
workers’ wages. In addition, there exist a numidenore specific policy tools that can be
used in support of wages, including:

— wage subsidies;
—  minimum wage increases;
— measures to stimulate freedom of associatiorcahective bargaining.

Declines in monthly or weekly wages that are altefishorter hours of work can be
at least partially offset through wage subsidiasGermany, for example, the Government
has taken vigorous measures to promote work-sharirggngements, with wage subsidies
during the crisis in order to avoid lay-offs (Mesger, 2009). The provision of partial
wage compensation for hours not worked has presientauch steeper decline in monthly
wages. Not all G20 countries, however, have imptaew such measures. The United
Kingdom, for example, considered that wage subsidiee not the best way to use

" The working poor are defined as individuals whergpat least 27 weeks in the labour force but
whose income fell below the official poverty lindr(ited States BLS, 2009).
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resources in helping people and business weatherdtdwnturn.? The risk is that
companies will “bargain” for wage subsidies, evénthiey would have retained their
workers without any subsidy. These points emphasigemportance of designing wage
subsidy programmes that are temporary.

During the pre-crisis period (2001-07) there hagnbiedications of a more vigorous
use of minimum wage compared to earlier periodsufber of G20 countries have also
continued to increase minimum wages during theiscrisith a view to supporting the
purchasing power and living standards of their [maid workers. Brazil, for example,
enacted a 6 per cent real increase in the minimagewn February 2009, which had
originally been scheduled for April 2009. Japane tRussian Federation, the United
Kingdom and the United States also increased thigimum wages in 2009. By contrast,
the Ministry of Labour in China has decided to feeninimum wages across the country
as a measure to help enterprises control labous.cbbe trade-off is that if minimum
wages are set too high, they will discourage empkyt and lead to job cuts.
Governments may therefore want to consider theilpitigs of providing exemptions for
enterprises in difficulty, such as exists in Indsiagfor example.

Despite some negative trends in the unionizatiomvaikers, collective bargaining
remains an important way in which wages are detezthin many G20 countries. So, for
example, France, Germany and Spain are all estiatehave more than half of all
workers covered by collective agreements. Sometimas in the case of France — this
happens despite low rates of unionization and & résult of compulsory extension
mechanisms. Collective agreements are also the mathod of setting pay for almost
40 per cent of workers in Australia. ILO researds lshown that collective bargaining
promotes wage trends that are in line with chamggsoductivity. Collective bargaining
plays much less of a role in the United Kingdom #ral United States, where lawmakers
are considering measures to facilitate the formatifotrade unions.

8 http://www.berr.gov.uk/whatwedo/employment/pay/eambsidies/index.html.
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7. Migrant workers

Core findings

m  Migrant workers do not always enjoy the same rights and protection as the local workforce. Economic
recession generally means additional vulnerability to them, with shrinking employment opportunities and
deteriorating working conditions.

m  The consequences of the crisis for migrant workers depend largely on the economic performance of their
country of destination and the sector in which they work. Construction, manufacturing and the hotel and
catering industry employ large numbers of migrants and are all sectors particularly affected by the crisis.

m  Various destination countries have responded to the crisis by making new immigration more difficult,
protecting labour markets for native-born workers, clamping down on migrants in irregular situations and
encouraging the return of migrant workers, while a number of countries of origin have made efforts to
explore new labour markets for their workers, protect the rights of those already abroad, and facilitate the
reinsertion of returnees.

m  Massive returns have not occurred but higher unemployment among migrants and fewer migration
opportunities suggest a fall in remittances in the near future, which in turn could put poverty reduction and
economic stability at risk in some countries that are heavily dependent on remittances.

m  Efforts to counter the effects of the crisis on migrant workers should focus on protecting them from
discrimination and poor working conditions, which is also in the interest of well functioning labour markets,
and on helping with their reinsertion whenever they opt for return — voluntarily or for lack of other options

During economic downturns, migrant workers can éeigularly vulnerable because
they do not always enjoy the same rights and ptiote@s nationals in the destination
countries. Their migration and employment oppottasi are very likely to decrease,
remittances to fall, working conditions to deteaitar, and their return to their countries of
origin might occasionally be unavoidable.

Unemployment has risen considerably since the bafdée crisis in many countries
of destination, with migrants being particularlyeated. Table 7.1 shows the difference in
unemployment rates between native and migrant werke four major countries of
destination. In Spain, for instance, the unemplaym@&ate among migrant workers is
10 percentage points higher than the total unempoy rate.

Table 7.1.  Unemployment rates for total labour forces and for migrant workers
Country Unemployment rate Unemployment rate Unemployment rate Unemployment rate
total labour force for migrant workers total labour force for migrant workers
United States YR 2008 YR 2008 YR 2009 YR 2009
5.4 7.3 9.3 11.3
United Kingdom Third Q 08 Third Q 08 Fourth Q 08 Fourth Q 08
6.0 7.2 6.1 74
Ireland Fourth Q 08 Fourth Q 08 Second Q 09 Second Q09
74 9.5 11.3 15.6
Spain Fourth Q 08 Fourth Q 08 Third Q 09 Third Q 09
12.5 21.3 17.9 215

There are two main determinants of the impact efdhisis on migrant workers: the
economic performance in the country of destinatiang the sectoral distribution of
migrants. Migrant workers are often present in tmesion, manufacturing, hotels and
restaurants, health care, education, domesticcgearid agriculture, but economic growth
and employment has not dropped equally in thes®rsedConstruction, manufacturing,
and hotels and restaurants have particularly sdfeboth in terms of growth and
employment.
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To date, no mass returns of migrant workers haven bebserved. Aside from
employment in sectors where economic activity hatsdeclined drastically, other reasons
holding migrants back could be the high cost ohgdiome, the high cost of a potential
future return, issues related to immigration statrsa general belief that difficulties in
host countries are less severe than the altersativeome countries. Migrants who have
been in host countries for longer periods of tim#é have formed attachments to their
communities and may have locally born children tireo family that has joined them
abroad.

Outflows from some countries of origin have, howevelowed down as new
migration opportunities have declined. For exampidylexico, according to the National
Statistics, Geography and Information Institutes tiet outflow of Mexicans dropped by
over 50 per cent from the second quarter of 200Bedirst quarter of 2009. In contrast,
the number of returning migrant workers remainedilar to that in previous years. In
2008, about the same number of migrants (450,08@)med to Mexico as in 2007. In
Ireland, the share of non-Irish workers in totalpdmgment registered a 17.8 per cent drop
in 2009, indicating smaller inflows or returns twuatries of origin®

Many returns resulting from job losses in the Rars$tederation have been reported.
One country with significant return migration is ligkistan. Migrants have allegedly
sought alternative destinations to the Russian fiaéida and Kazakhstan. Uzbek migrant
workers are said to have found jobs in the CzechuBlec, the Republic of Korea and
Turkey. It is possible that a number of regular nag workers have moved into irregular
situations (ADB, 2009).

With regard to the Middle East and North Africa, massive returns from any of
these destinations have been witnessed to datee 8xorns, on a limited scale, are bound
to happen. This will apply to workers employed iauptries that link employment
contracts to residence permits. If workers losér flobs as a result of the crisis, they will
have to return to their home countries. This is¢ase of workers employed in the Gulf
countries. Migrant workers whose employment com¢ramd residence permits are not
linked are likely to sit out the crisis in theirwdries of destination. Also, outflows of fresh
migrant workers are quite likely to decline. Soneeruitment agencies in Egypt and
Jordan have pointed out a drop in demand, espeéaalskilled labour in the Gulf region.
In some Asian countries, such as Bangladesh, NepwhlSri Lanka, returns have not been
significant.

Remittances

Remittances are the most visible and tangible ltsnef labour migration. At the
macro-level they bring in needed foreign exchangg @ntribute to correcting balances
on current accounts in countries of origin. In maopyntries, remittances represent a high
proportion of GDP. Migration opportunities, employmt and levels of earnings are the
factors determining the volume of remittances.

Even though no massive returns to countries ofiroffigive been registered so far,
shrinking migration opportunities and higher unemgptent among migrant workers
suggest a declining trend in remittances in the fgare. In July 2009, the World Bank
forecast a general decline of 10 per cent in rami flows to developing countries in
2009 (see table 7.2).

! Central Statistics Office, Ireland, Quarterly Nai&l Household Survey (27 February 2009).

49



Table 7. 2.

Outlook for remittance flows to developing countries, 2009-10

2005 2006 2007
All developing countries 18.5 17.4 22.7
Low-income countries 21.8 295 291
Middle-income countries 18.0 16.7 217
East Asia and the Pacific 19.2 13.4 232
Europe and Central Asia 40.8 22.7 315
Latin America and the Caribbean 15.7 18.1 6.6
Middle East and North Africa 5.3 6.1 216
Sub-Saharan Africa* - 345 473
South Asia 15.3 19.7 315

Source: World Bank (2009).
* World Bank staff estimates based on the International Monetary Fund’s Balance of Payments Statistics Yearbook 2008.

Policies in countries of destination

A number of countries of destination respondedéodrisis with changes in attitudes
towards labour migration. This was obviously proadptoy the economic slowdown,
reduced overall labour demand and grim employm#uaateon they faced. The changes
affected their general admission policies in additto the introduction of polices to
encourage return to countries of origin. A numbecauntries intensified their efforts to
curb irregular migration.

In Spain,a law adopted in September 2008 encourages nonnElployed migrant
workers to return to their countries of origin. Tlagv offers to those migrants who wish to
return home an advance payment of a lump sum deguivid the accumulated amount of
unemployment insurance benefits to which they atéled. Additional assistance is also
provided to facilitate return trips. The benefigar must not return to the country for a
minimum period of three years.

The deteriorating economic and labour market sanatin the countries of origin
may be an obstacle to the success of the poliagcant study by the Spanish Permanent
Observatory of Immigration admits that many peagilewed an interest in the plan but
few chose to start the application. The targeh#t 87,000 foreign workers benefit from
the law and return to their countries of origin. Bypvember 2009, a total of 8,724
applications had been submitted, but only 3,706ranig workers and 1,581 family
members have so far benefited from the programime.

In the Czech Republic, the authorities launchedlantary return programme for
non-EU migrant workers in February 2009, which offdree transportation and a
repatriation bonus to those interested in returnngheir home countries. In the United
Kingdom, changes to the points-based system forismilon of foreign workers were
introduced to decrease the number of highly skiledkers from outside the EU by half,
and the Government suspended employment of non-Eskens for low-skilled
occupations. In ltaly, admission of new migrant kews was seriously restricted and
“irregular migration” was established as a criminfience. In the Republic of Korea, the

2 Ministerio de Trabajo e Inmigracién,B4lance del primer afio del Programa de Retorno
Voluntario de Trabajadores Extranjeros no Comuriddl (13 Nov. 2009) http://www.tt.mtin.es/
periodico/Laboral/200911/LAB20091113 3.htm.
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Ministry of Labour stopped issuing visas throughBmployment Permit System, and the
authorities intensified the crackdown on migramsirregular situations. The Korean

Government offered wage subsidies to companieshwieplace migrant workers with

nationals.

In the United States, the stimulus bill passedébrbary 2009 banned financial and
business institutions receiving relief from apptyiior visas for highly-skilled migrants, if
United States citizens were made redundahhis provision will mainly affect financial
institutions and will expire in 2011.

Policies in countries of origin

Countries of origin have resorted to three typepdalicy measures in responding to
the crisis. They have formulated programmes tdlifateg the reinsertion of returnees in
their labour markets, or expanded existing prograsirithey have ensured the protection
of the rights of their migrant workers. And somesd@xplored new labour markets for
their workers, probably looking for the economieast affected by the crisis.

In the Philippines, the Overseas Workers' Welfaresdciation announced the
establishment of an expatriate livelihood supponidfto provide loans to returnees to start
businesses or other livelihood activities. The Goreent made a commitment to assist
returnees in finding lucrative employment in thélippines through the creation of jobs or
in new external labour marketsThe Department of Labour also provided economic
assistance packages, announced that it would getnaining programmes, and opened up
existing entrepreneurship programmes for returnramigworkers. Special reintegration
teams went to Taiwan (China) and Dubai to assiskers who had lost their jobs or were
expected to lose them. Missions exploring new niarkee reported to have resulted in a
Memorandum of Agreement with Qatar in October 200&% a Memorandum of
Understanding with Japan’s International Corporataf Welfare Services in January
2009.

In Tajikistan, the Labour Ministry looked at entrepeurship as a possible remedy
and adopted measures to provide loans to returnantigvorkers wishing to set up small
enterprises. In Morocco, a particular focus wagegaaon remittances by migrants and on
the promotion of their investments in Morocco. Botibn measures were also introduced
by the Moroccan Government through the intensificabf diplomatic efforts to resolve
problems caused by the loss of employment andarsé] strengthening of social services
in embassies, and appointing committees in consuissions and embassies to monitor
the situations in destination countries.

Conclusions

It is clear that the consequences of the crisisrfigrant workers depend on its impact
on the economies of the destination countries,maoik specifically on the specific sectors
of activity in which they are working. Some sectarth high concentration of migrant
workers (construction, manufacturing, hotels arafangrants) have been seriously affected,
while others (healthcare and education) have niaideor expanded employment.

% D. Bradshawdob Offers to Foreign MBAs withdrawfinancial Timeg9 Mar. 2009).

* The Daily TribuneArroyo says she will not abandon displaced OR&Dec. 2008), p. 14.
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No massive returns to countries of origin have bekserved, even though some
localized returns have been registered. The impaaghigrants’ remittances is one of the
most important consequences of the crisis, putpogerty reduction and economic
stability at risk in some countries.

Efforts to counter the effects of the crisis on raig workers should focus on
protecting them from discrimination and poor wogkioonditions, which is also in the
interest of well functioning labour markets, andraiping with their reinsertion whenever
they opt for return — voluntarily or for lack oftar options.
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8. Labourinspection

Core findings

m  The economic crisis has led to an increase in undeclared and vulnerable work suggesting that
enforcement and preventive measures are a key part of any labour policy response to ensure good labour
market governance and labour law compliance.

m  Labour inspectorates have had to confront an increased workload and rising complaints, even though they
are sometimes faced with budget cuts and reduced number of staff. In some countries, inspection activities
have increased by as much as 300 per cent. Moreover, safety and health concerns are on the rise, with a
greater number of occupational ilinesses, particularly stress-related conditions.

®  Many labour inspectorates have undertaken immediate action to address undeclared and vulnerable work
through targeted action plans and campaigns, in some cases through cross-border collaboration.

m  Evidence is limited on the overall impact of the economic crisis on national labour inspection practices and
outcomes, but a clearer picture will be available once annual inspection reports for 2009 are published
later in 2010.

Changes in the structure of labour markets andnipl@/ment relationships have
obliged labour inspectorates to respond by ensudompliance through preventive
measures, advice and the detection of labour ldxdtions. Many of these changes —
including subcontracting, outsourcing and an ingeeia undeclared or illegal work — are
linked to the emergence of new business modelsnaiks of production, globalization
and increased labour migration, as well as teclyicdd advances.

Sudden and widespread disruption in national lalmarkets, linked to the current
financial and economic crisis, has tested thetghili labour inspectorates to promote and
ensure compliance with labour laThere have been redundancies, plant closures and a
variety of temporary crisis-related work arrangetagsuch as work-sharing, job sharing,
and partial unemployment). Labour inspection respsnhave been mixed. In some
countries, such as Sweden, there have been cofenational budgets and in the number
of inspectors, as part of broader governmentaktsffio reduce expenditures. The reverse
has been true in other countries, such as ArgeatidaPortugal, where governments have
strengthened inspection services despite cosngytiessures, recognizing the importance
of a strong inspectorate during periods of laboark®at turmoil.

In general, labour inspection reform has not beeragr policy response adopted by
national governments to address the crisis. Howeter role of labour inspection in
protecting workers has certainly increased durihi tperiod, and this has perhaps
accelerated efforts on the part of some governmémtbuild up the capacity and
effectiveness of inspectorates. As such, many efdévelopments or reforms listed here
do not have a direct link with national crisis m@&&s. They nonetheless reflect the priority
given by governments to strengthening labour inspeceven in the midst of an economic
downturn and growing budget deficits.

Strengthening labour inspectorates

The United States Department of Labour recentlgchn additional 250 wage and
hour investigators, a staff increase of more tha third, to ensure a prompt response to

! The role of labour inspectorates has always beewily influenced or affected by times of crisis.
For a historical perspective, see ILOripartite symposium of specialists in labour insfan,
Geneva, 21-25 Oct. 1985. Comparative analysedexfted European countries of Western Europe.
(Geneva).
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complaints and to undertake more targeted enforoerhén the autumn of 2009, the
Department had several significant enforcements;as#lecting nearly $2 million in back
wages for more than 500 workers. The Occupationétp and Health Administration
(OSHA) received a substantial budget increase k026nough to increase the number of
inspectors in the field.In 2009, after an extensive six month inspect®8HA imposed
its largest ever fine, $87 million, against a glopatroleum firm for failing to correct
potential hazards endangering its employ&es.

Elsewhere, the Brazilian Government is planningrdoruit some 200 additional
inspectors, and has improved the salaries and itenef existing inspectors. It is
continuing to study ways to retain staff, strengthieeir career prospects, and reduce the
temptation for fraud or corruption. In France, tB®vernment is in the process of
modernizing the labour inspectorate, as well aseming the number of highly qualified
staff (planning for an additional 240 inspector204controllers, 40 engineers and
physicians). In Italy, some 1,400 inspectors hasenbrecruited in the past few years as
part of the Government'’s efforts to uncover aneédanhdeclared or illegal work.

Institutional restructuring and reform

France has undertaken an ambitious restructurints agfspection services, merging
four previously separate inspection services (afitice, seafarers, transportation and
general inspection) under one central authoritying with international practice. Also, the
creation of the National Labour Inspection Coug€NIT) in 2007 is designed to ensure
that the duties of labour inspection are propeiclihrged, in the country, in line with
international standards.

In China, the Government has been working in regears to improve its labour
inspection system by establishing a central labospectorate, carrying out an internal
audit of labour inspection, and by adopting an irative policy (the “2 N System”) which
establishes a more noticeable presence of labspeators at the grassroots level.

Labour inspection in South Africa is facing a numbé challenges, including high
turnover, which have affected the ability of thebdar inspectorate to function
effectively. °> Currently, the Department of Labour is considerimgrious ways of
addressing the vacuum resulting from high turnower] of improving the quality of
services provided to clients.

In Argentina, measures have been taken to improeperation between the labour
inspectorate and the justice system in order tademehcommon objectives for the
protection of workers (for example, an accessill@a dystem on social security cases, and
a procedure for fines).

Some countries with specialized inspection systetosicerned mainly with
occupational health and safety matters are intiodumeasures at the structural level to
expand the scope of activities to such areas asclar@d or illegal work. An example of

2 http://www.dol.gov/opa/media/press/whd/whd20091468.

® Remarks delivered by David Michaels, Assistantr&ecy of Labor For Occupational Safety and
Health.

* http://www.osha.gov/pls/oshaweb/owadisp.show_damntfp_table=NEWS_RELEASES&p_id=
16674.

5 South Africa has not ratified Convention No. 81.
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this can be found in Germany, where specializepidation staff and customs officers have
been merged into one unit to combat undeclared .work

Cooperation with the social partners

In Australia, trade unions have historically play@dnajor role in monitoring and
enforcing minimum employment standards, in partabise government enforcement was
often under-resourced. This strong union role wemirgshed in the years of Work
Choices reform, during which time the Governmemktover the predominant role in
labour inspection. With the recent change of govermt, the Fair Work Act 2009 helped
to restore a more tripartite and collaborative apph to labour inspection. However,
continued restrictions on the right of entry whamrging out inspection visits suggest that
unions might only regain a minor role in the nevioecement regime (Hardy and Howe,
2009).

Since early 2005, the United Kingdom'’s Health amlde Executive has developed
collaboration with the social partners in the cahtef a new programme intended to
improve the quality and quantity of worker involvemt in health and safety risk
management with a view to prevention.

In Germany, the Federal Ministry of Finance conellich national action pact with
the social partners against undeclared work irtrdrgsport sector. In this pact, the parties
agreed to raise awareness among their memberstighanpublic at large. They further
agreed on an information exchange between the cimges entrusted with monitoring
undeclared work and the social partners. They atsanged to establish a joint tripartite
working group at the national level on the subject.

Undeclared work

The issue of undeclared work, and the role of lalispection in combating it, has
been of particular concern within Europe. The Eessp Commission is particularly
worried that undeclared work, if not properly camited, will undermine the European
Union’s ability to meet its employment targets foore and better jobs, and for stronger
growth. As a result, a number of countries haveniakeasures to address this issue, which
has gained even greater prominence during the egonorisis because of publicized
tensions between national and migrant workers, el6 as efforts by governments to
maximize tax revenues.

Recently, a European Network on Undeclared Worls wat up between the
Governments of Belgium, France, Germany, Italy dRdmania. The network is
coordinated by the Italian Ministry of Labour, asdeks to promote the exchange of
expertise on a wider policy agenda dealing withaatared work. Such cooperation could
be extended to a broader range of countries, arms®@che full range of strategic and
operational topics, particularly data sharing.

In Germany, a special action programme has beeela®d under the leadership of
the Federal Ministry of Finance with a view to agkling undeclared work in specific
sectors that are prone to undeclared work (for @anthe construction sector). In the
context of this action programme, an informatiormpaign has been launched, and
temporary inspection control centres have beemugeain a number of large construction
sites. Special monitoring campaigns have also beeducted in the transport sector.

Outside of Europe, undeclared work is also a maiteroncern, although it is more
commonly related to the phenomenon of the inforatainomy. In Argentina for example,
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the regularization of clandestine workers has beerhigh priority of the labour
administration. Since launching its National Labdregularization Plan, an estimated
24 per cent of workers concerned have been visited.inspections combine information
recorded during the visit with databases providiMigrmation on employers’ contributions
and payments, detailing the number of workers teggd.

Cross-border initiatives

Taking into account the increasing mobility anctgiation of workers (in particular
posted workers in the European Union context), sewvices across borders, more and
more cross-border joint inspection campaigns arnegbeonducted, notably in border
zones. Recent examples of this include joint inspes conducted by Argentina and
Brazil. Moreover, Brazil plans to develop a proposaich has been adopted for the
training of labour inspectors within the framewofMERCOSUR.

Similarly, under the leadership of the Spanish éusprate for Labour and Social
Security, with EU funding, a network has been aédtietween European inspectorates
(the CIBELES project). Participating countries imbk Austria, Belgium, France,
Germany, Hungary, Italy and Portugal. The aim ibudd channels for the easy exchange
of information, in order to build a knowledge ba®e cross-border enforcement and
mutual assistance, as well as to provide guidancéhé European Commission. The
objectives are to foster information exchange betwkabour inspectorates, and enhance
cross-border enforcement and the development af &gl organizational responses.

Final remarks

Based on existing evidence, it is difficult to itinclear trends or draw conclusions
about the impact of the crisis on national labomspection services. It is equally
challenging to say with certainty how far labouspaction has minimized the impact of
the crisis on firms and workers. Information abdle impact of the crisis on labour
inspection is difficult to obtain, in part becaws®ual reports reviewing developments in
2009 will only be available later in 2010. That rgeisaid, the economic crisis, has had
various effects in regard to labour inspectorates.

The primary effect has been to confirm the imparéanf labour inspectorates in
labour market governance, especially in times ohemic hardship where the downward
cost pressures increase the need to protect wodtalsto ensure that adjustments to
working time, wages and other working conditions @one in accordance with the law. In
this respect, labour inspection might constituteshicle for a broader approach to social
protection and economic development — one thabisah odds with, but rather supports
workplace competitiveness and productivity.

At the same time, the crisis is one of the reasmmapelling workers and their
representatives to call for more inspectors to enshat labour laws are respected and
sanctions increased. This can sometimes resuleating tension between social partners
and inspectors.

The sudden impact of the labour market crisis Iaienged the delivery of effective
labour inspection services, particularly where ¢hbave been no measures in place or
appropriate tools designed to help in this situatfdome inspection campaigns and action
plans were justifiably intensified as a resultlo# trisis (e.g. dealing with undeclared work
or vulnerable workers) but no analysis of the iggdact and overall consequences of the
crisis on labour inspection has yet been carridgd ou
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9. Social dialogue

Core findings

m  The global economic downturn has re-emphasized the role of tripartite social dialogue between
governments and workers’ and employers’ organizations as a key component of crisis recovery strategies,
as well as of collective bargaining at all levels, through which the social partners craft responses to the
challenges of maintaining employment and promoting enterprise sustainability.

®m |n many countries, tripartite consultations on ways and means of addressing the crisis have led to national
tripartite agreements and other collective arrangements. The measures deployed based on these
agreements and arrangements have helped the countries concerned to mitigate the consequences of the
crisis and to accelerate recovery. Creative collective agreements have enabled social partners to save
jobs and workers’ income while at the same time promoting enterprise sustainability. As such they play an
important role as part of a broader crisis response.

m |n some countries, social dialogue faces challenges with regard to bridging the differences between the
tripartite partners. However, where there has been political will and engagement the tripartite partners
have managed to overcome their divergences and move the dialogue forward.

m In countries where social dialogue is not yet part of the means of finding solutions to the crisis and
accelerating job recovery, efforts should be made to promote the establishment of effective social dialogue
institutions.

Challenging times offer an opportunity to the Statel the social partners to improve
cooperation through social dialogue and to addressblems facing workers and
employers, as well as society in general. The nedngage in social dialogue is
particularly strong now, to help States implemédrma anti-crisis measures adopted at the
beginning of 2009, and to design appropriate sireteand policies to deal with the
challenges of employment and of increasing puldiicis.

In many countries, tripartite consultations on waysd means of addressing the
consequences of the crisis and stimulating the arognhave led to national tripartite
agreements, joint statements and the like. In soowmtries, however, there have been
disagreements between the government and the speadhers, or obstacles to
implementing agreements. However, in many casedyigartite partners have managed to
overcome their divergences and move the dialoguwesial.

Successful experiences

Experience of using national tripartite social dgale to deal with the crisis highlights
the benefits of:

a tradition of sustained dialogue;
—  promptness in engaging in consultation and digdog
— information sharing for problem solving;
—  political will and the capacity to implement agmeents;
— aclearly defined implementation strategy foreegr measures.
In Chile, in order to reduce as much as possible the negatipact of the global
economic crisis on employment, the Government, Goafederation of Production and

Trade (CPC), the Confederation of Small and Medg&imed Enterprises and the
Confederation of Workers (CUT) concluded a natiotrgdartite agreement (Tripartite
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Table 9.1.

Pact) for employment, training and labour on 6 N28Q9, which was enacted into law on
28 May 20009.

This law stipulates six measures on employmentitng and social protection, valid
for a period of 12 months, as well as a programimgrants for women. These measures
were aimed at reducing the unemployment rate bypkfentage points and benefit
approximately 125,000 people.

In terms of impact, a number of workers and enieegrhave already benefited from
the deployment of the different measures containethe tripartite pact, as shown in
table 9.1.

Participation of workers and enterprises in the different schemes under the
Tripartite Pact, 2009, Chile

Participating workers Enterprises

Training permissions 944 31
Retention of workers 2659 210
Pre contract training 8440 325
Scholarships for women heads of households 19 001 Not
plans approved applicable

Subsidized youth employment 160 267 4 506

Source: Gobierno de Chile, Ministerio de Trabajo y Previsidon Social. Medidas Presidenciales. Permiso; Precontrato, Retencion,
Subisdio Empleo Joven, Jefas de Hogar Emprendedoras, 26 October 2009.

A further step was made in the implementation efThipartite Pact in October 2009,
when the Government of Chile and the CPC concluadedgreement on a plan to boost
small and medium-sized enterprises. The plan iRONCHL$28,000 billion (over
$50 million) and will benefit more than 170 thoudamicro, small and medium-sized
enterprises. The plan aims to improve competitigenand productivity of small and
medium-sized enterprises, to enable them to fullgeliit from economic recovery. The
plan is co-financed through public funds (76 pemttend private contributions (24 per
cent).

The Tripartite Pact was adopted speedily, and implgation started quickly. This
success of tripartite social dialogue has beerbatéd to the consensus rapidly achieved
between the Chilean Government, workers and empoyp:m ways and means of
confronting the effects of the global economicisriand preparing workers and employers
to benefit fully from the opportunities stemmingrin recovery.

In Germany, in order to cope with the crisis argl donsequences for the labour
market, the Federal Government deployed two majoognammes, after broad
consultations with the social partners. Both thentaeé Employers Association (BDA) and
the Confederation of German Trade Unions (DGB) aygd the government packages,
though the latter considered them insufficient.lBoarties welcomed the measures related
to short-time workingKurzabeit) the maximum duration of partial unemployment was
extended from 12 to 18 months, and then to 24 nsomthile its cost to employers was
reduced. From the union standpoint, this measurengires employment protection. The
view of employers is that it enables companies &ntain human resources and increase
labour flexibility at a time when the volume of wois reduced. The Government,
employers and trade unions expressed their agrdemnethis priority measure in a joint
statement, and collective negotiations improved itigal government proposal. For
example, under the “short-time work allowance plugjreed upon by the tripartite
partners, companies are to be exempt from socsairémce contributions provided they

58



fulfil certain conditions, and the number of workemtitled to benefit from this measure
has been expanded. Also, the implementation prd@sbeen simplified.

According to a survey conducted by the Institute Eomployment Research in
September 2009, 17 per cent of German enterpréses déxploited the potential offered by
the short-time working scheme. These include 41 qamt of enterprises employing
between 50 and 249 workers, and 55 per cent of@rges employing 250 or more. The
total number of workers who were on short-time waé&ched 1.143 million on average in
2009, as compared to an average of 68,000 in 289d,101,000 in 2008. The same
Institute forecasts that 700,000 workers will besbort time work in 2010.

The workers that have benefited from the short-tmoek scheme might have been
laid off had the Government and social partners pughed for these measures to be
implemented. The scheme has been welcomed by thea@eoublic and by labour market
experts.

Tripartite social dialogue is not institutionalizeéd Germany because of the strict
separation between the responsibilities of theeStat collective bargaining, which falls
within the prerogatives of the social partners. ldeer, the crisis appears to have
instigated an implicit, if temporary, tripartismhds, despite the deep impact of the global
economic crisis on the German economy, job loss@e 8o far been minimal, primarily
because of the tripartite consensus on short-tiorking measures.

In Japan,in order to cushion workers against the risk ofusthier increase in
unemployment, perceived as a threat to social I§jabthe social partners and the
Government have engaged in tripartite consultatiith a view to promoting employment
stability. Work-sharing and support for small andedium-sized enterprises were
considered to be among the key means of achiekiagbjective.

Following heated discussions — there was a diveyenf views regarding the
definition and scope of work-sharing arrangemergsvben employers’ and workers’
organizations, and even among the latter — thartitp partners in March 2009 reached an
agreement on job stability and employment creatibinis agreement contains various
measures aimed at maintaining employment throughrk-sloaring arrangements
subsidized by the Government, to be implementedhat enterprise level based on
consultation between labour and management. Sudmsures include: suspension of
employment contracts (lay-offs) in lieu of dismissareduction in working hours;
education and training; and temporary transfer airkers between companies. The
Government has supported work-sharing initiativ@®ugh a wide range of measures,
including raising subsidies for employers who aveigtoffs, as well as financial support
for small and medium-sized enterprises.

Work-sharing, as a core component of the agreeorejab stability and employment
creation, has had the following effect: enterprisesle a total of 448,008 applications for
the subsidy (covering 13,794,564 workers) from Apryi September 2009, as compared
with only 90,509 applications from April to Decennl2908 (covering 5,289,431 workers).
It is likely that the workers who have been putstiort-time work have been saved from
unemployment. Hence tripartite cooperation appéansave contributed to employment
stability in Japan.

In Singaporethe impact of the economic downturn was felt aro@uiober 2008,
prompting the Ministry of Manpower (MOM), the Simgae National Employers’
Federation and the National Trades Union Congreget together on 19 November 2008

! Institut Fur Arbeitsmarkt Und Berufschung “IAB-Kabericht”, Mar. 2010. http://www.iab.de/
en/iab-aktuell.aspx (English version).
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to formulate the Tripartite Guidelines on Managkxress Manpower to help companies
manage their excess manpower and to use retrenthiordg as a last resort. According to
the guidelines, companies could implement a sharteking week or temporary lay-offs,
cut wages, or take other non-wage cost-cutting oreas The number of workers on a
shorter working week and temporary lay-off increaff®m 550 before the downturn to
26,500 in the first quarter of 2009.

To complement the measures, the Government intemtlic December 2008 the
Skills Programme for Upgrading and Resilience (SPWRsubsidize training course fees
and absentee payroll. Companies could send thadirfet training and skill upgrading to
make better use of their excess capacity. The BargaNational Employers’ Federation
was able to help over 200 companies train 10,00Bevs in the first year.

In January 2009, the tripartite partners releasesktaof revised National Wages
Council guidelines on tackling wage challenges myrihe downturn. The Government
responded to the call by the National Wages Couadikduce business costs by reducing
corporate tax and providing other tax rebates aodritives in the 2009 budget. Also, it
moved forward its budget statement from FebruaryJémuary and announced a
S$20 billion resilience package to help companiesits citizens.

Finally, a tripartite taskforce, comprising the @avment, the National Trades Union
Congress and the Singapore National Employers’ fadida, was formed to gather
feedback and updates on manpower-related issud@sgdilire economic downturn. The
taskforce also revised the Tripartite Guidelinesviamaging Excess Manpower to improve
its relevance for application. The number of cosirgader SPUR increased from 150 to
more than 1,000. In addition, the ProfessionallSkKtogramme was introduced to help the
workers to gain new skills or upgrade their skiddout 244,000 workers had signed up
for training courses under SPUR as at October 2009.

As a result of these interventions, Singapore vies t avoid the high retrenchment
numbers it had experienced during the 1998 finarariais. Moreover, trust among the
tripartite partners has been strengthened. The tradijtion of tripartism in Singapore
helped in taking prompt joint action to addresschisis. In November 2009, on the back
of an economic recovery, the tripartite partnersvehaeleased an advisory to help
companies manage imminent manpower challenges. @tpsrience demonstrates the
critical role of an effective implementation stigyt@o enforce agreed measures.

In South Africa, where there is a tradition of etfee tripartism under the National
Economic Development and Labour Council (NEDLAC)) mnovative and timely
framework agreement was concluded in February 280%ever, a tripartite review of the
implementation of the framework notes that, despitmprehensive commitments, while
some areas have been strongly implemented, otlhengee“not been concluded with the
necessary urgency” (NEDLAC, 2009, page 40).

While representatives of business and of worketsusiastically supported the idea
of a training lay-off scheme, poor devolution ofvgohnment responsibilities and a lack of
awareness of the programme by business may haagedehccess to these services. By
November 2009, few enterprises had been able ty &mpthe promised funds, because of
slow implementation. A total of only 7,000 workeogherwise subject to retrenchment, are
enrolled (NEDLAC, 2009, page 37). Issues such gstraions with financial institutions
over mortgage payments for workers receiving redusages are cited as one of the
reasons for the prolonged negotiations which delagglementation of the training lay-
off scheme.
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Difficulties

In a number of countries it is difficult to bridglee differences between the tripartite
partners. For example, in Bulgaria the two mainfederations of trade unions, CITUB
and Podkrepa, withdrew from the National Council Toipartite Cooperation in autumn
2008 on the grounds that the Government was aatiigterally in such matters as a pay
freeze in public services, in violation of the Na@l Pact on Economic and Social
Development in effect for the period 2007-09. Hogrethe new Government, which took
office in July 2009, established a tripartite woikigroup within the Council and invited
CITUB and Podkrepa to return to the social dialotal#e. At the same time, it initiated
dialogue with branch unions and employers’ orgdiona on specific sectoral measures.
These confidence-building moves prompted CITUB Bodkrepa to return to the National
Council for Tripartite Cooperation, and tripartteoperation resumed. After a few weeks
of consultation, consensus was reached on a seteafures to protect workers and
improve the business environment for enterprises.

In Kenya, where a new labour law regime was regénttoduced, the parties are in
disagreement over both the process and the suistaantent of some laws, especially
the Labour Institutions Act and the Work Injury Bdits Act, 2007. Nevertheless, the
tripartite partners are actively engaged in diadogu the National Economic and Social
Council which endorsed the stimulus package prephyethe Government in June 2009.
The package includes investment in infrastructuré public employment creation. This
mature approach to social dialogue acknowledgetscthvalict and cooperation are both
inherent features @ocial concertation.

Social dialogue cannot to be taken for grantednemecountries with a tradition of
successful social dialogue. For example, in Irelaafter achieving seven national
agreements and more than 20 years of remarkableosto growth with record
employment creation, the social partnership reaehstdlemate on the strategy required to
tackle the economic crisis. In Spain, the socialagjue has encountered difficulties over
the strategy to address the job crisis and labanket reform one year after the social
partners and the Government had signed a joirgératit on the consolidation of social
dialogue.

Two major lessons can be drawn from the exampletemporarily unsuccessful
social dialogue. First, discussions should not dobus on defensive measures, such as
wage freezes or cuts in public-sector jobs, bud alm at establishing a win—win situation
by virtue of a broader approach to the economic sowal challenges facing the social
dialogue partners. Second, in case of disagreerienparties should not simply give up,
but maintain contact and strive to restore configeim order to bridge their differences
and move the dialogue forward.

Collective bargaining to address the crisis

In the present context of economic downturn, calNec bargaining between
employers and workers’ organizations has been mdagn increasing role in country
responses to address the impact of the crisisguibstions of how to save jobs to maintain
workers’ income, and how to cut production costprimmote enterprise sustainability, are
at the top of the collective bargaining agenda onntries where collective bargaining
plays a significant role in industrial relations.

The levels of coordination and coverage of collectbargaining are important
determinants of the emergence of negotiated respatasthe crisis. Countries with well
developed collective bargaining mechanisms offeravgcope for promoting innovative
negotiated solutions than those where collectivgdiaing is limited.
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Countries with less developed collective bargainingchanisms, for instance in
many countries in Africa, Asia and Latin America,sell as the United States, limit the
scope for the development of negotiated respomseantrast, European Union countries,
where collective bargaining mechanisms are moreldeed and coverage is much higher,
allow for more negotiations and collective agreetmeto address the crisis. Where
collective bargaining coverage is limited, therdeiss likelihood that crisis responses will
be formulated through social dialogue.

In Europe, the crisis appears to have spurred smeaprise negotiations, especially
at the sectoral level. In many countries, theseotigtipns have led to the conclusion of
creative collective agreements offering innovati@ed balanced solutions aimed at
promoting employment stability, and maintaining dme and business sustainability.
Work-sharing arrangements figure prominently instheectoral agreements. Other topics
include wages, training, job placement, pre-reteetrand measures on restructuring.

Sectoral agreements have been concluded in aafiesiectors and, in many cases,
have been supported by the State and have helpegptement public policy measures,
especially related to short-time work and temportargmployment.

For example, in the Netherlands, the transportosewtas confronted with a
substantial decline in demand for labour, promptihg social partners to engage in
negotiations in order to craft solutions aimedadtilitating the adaptability of enterprises
in the sector to the prevailing global downturn,ileshpreserving human resources by
preventing dismissals. Three measures were agge®d gubject to further negotiations at
company level. These were: guaranteed access {pepsion schemes for workers born
between 1947 and 1950 who are threatened by ungmeihd; a temporary expansion of
the obligatory and voluntary time-for-time regutetj allowing for a more flexible
scheduling of working hours; and allowing the emyploto determine unilaterally when
the working-time reduction days agreed in the ctiMe agreement should be taken up.
Later on, a temporary mobility centre was establistby the parties with the aim of
finding employment within the sector for unemploydedundant truck drivers and crane
operators, to safeguard their expertise and knayeled the sector.

In Cambodia, the current global economic crisis had a dramatic impact on the
garment industry in terms of a drop in exports andemand for labour. Manufacturers,
unions and the Government have engaged with Be#tetories Cambodia in negotiations
to minimize the negative effects of the crisis. Tb@mbodian Ministry of Labour and
Vocational Training has started a crisis-relataining programme for laid-off workers,
and is planning to establish nine job centres leyehd of 2010. These job centres have
strong links with employers, and their objectivese ashared by the Garment
Manufacturers’ Association in Cambodia. Unions aleo deeply involved, as they are
directly in touch with potential clients who hawst their jobs, and are able to facilitate
communication between laid-off workers and potémiéav employers.

Creative inter-sectoral collective bargaining ikigtrated by the example of the
Exceptional Inter-Sectoral Agreement in Belgium.isTlgreement, concluded by the
Federation of Employers of Belgium and five tradeon confederations in December
2008, seeks to find a balance between competitbgent enterprises, employment levels
and protection of the purchasing power of workespecially the lowest paid. The unions
agreed to a limited pay increase targeting primdhe lowest paid and to soft increases
(luncheon vouchers and travel subsidies) which aditée to employers’ labour costs.
Unemployment benefits and pensions were increagieite employers benefited from tax
reductions. Other measures agreed upon includentamtenance of the automatic
indexation of wages to inflation, and financial émtives to recruit the long-term
unemployed. The agreement was given a legal backing/arch 2009. A further
agreement concluded in February 2009 provided Her gayment of eco-cheques as of
2009 which workers could spend on so-called gremsumer products. The newly created
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possibility of eco-cheques and travel subsidiesbaiag used extensively by employers in
order to compensate for the limited nhominal wagadase and to maintain the workers’

purchasing power. This inter-sectoral agreementshasgthened the anti-crisis measures
taken by the Government and opened the door faviive sectoral negotiations in the

country.

Bargaining at the enterprise level, where the risi felt more directly, tends to
follow two approaches. The first is a reactivetsigg aimed at survival, through which the
social partners attempt to cut both jobs and wagmsnetimes combined with
uncompensated extension of working time. The se@pptoach involves formulating a
package of short- and longer-term measures aimedmaintaining income and
employment, for example through work-sharing aresngnts, preparing for recovery by
using downtime for retraining and employability, dafacilitating the longer-term
sustainability of the enterprise through the intrcitbn of innovation processes.

The choice between the two approaches depends rmusdactors, including the
prevailing industrial relations system, the ecormmituation and the strategies of the
actors, as well as the power relationship betwhemt Higher-level agreements and State
measures, especially in the form of wage subsalelstraining funds, appear to favour the
second approach. The State can play a centralimokhe development of collective
bargaining as an element of a national strateggtivess the crisis.

It is not easy to say which approach is used méshan the present economic
circumstances. What is certain is that the secppdoach has been used in all regions and
is reported to have helped save jobs, improve eyapitty and promote enterprise
sustainability. Some examples of innovative entsepagreements exemplifying the use of
this approach are outlined in box 9.1.

Box 9.1
Examples of successful collective agreements at enterprise level

Indonesia

In Indonesia, a large supermarket chain estimated the significant increase in “shrinkage” (loss of products
between point of manufacture or purchase from supplier and point of sale) were provoking a loss of 80 billion
rupiah annually. In September 2009, the company’s management team and union representatives concluded a
collective bargaining agreement to deal both with workers’ wage concerns and with shrinkage. The agreement
included a new wage increment in which the lowest-wage workers would enjoy a full 14 per cent increment,
with a lower increment for workers earning higher wages. Allowance increments for 2008 would not be raised.
To address the company’s concerns over shrinkages, the parties agreed on the implementation of anti-
shrinkage programmes.

Rising inflation put pressure on the union’s representatives to push for another round of negotiations on
increasing allowances. After announcing a two-fold increase in profits for the 2nd quarter, the company paid a
two-week bonus for all workers and the staff discount and religious holiday budget was expanded from 1.5
million to 6 million rupiah. These measures were implemented without disputes or demonstrations.
Furthermore, early reports from the anti-shrinkage programme indicate positive results: problems have been
reduced in seven out of eight supermarkets. Social dialogue between the company and the union led to
collaboration and trust-building, and served as a mechanism to address mutual concerns in difficult times. The
results were better work conditions for workers and an increase in profits for the company.

Source: Social Partnership in the Making: Trust, Reciprocity & Social Capital at Hero. Uni Global Union Asia-Pacific, ASPEK
Indonesia, Serikat Pekerja PT Hero Supermarket Tbk.
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South Africa

A sharp fall in prices of dairy products posed serious difficulties for dairy farmers worldwide. In South
Africa it affected hardly the largest dairy company, which processes 30 per cent of South Africa’s milk in 17
factories, employing more than 5,800 workers. In May 2009, the company the planned to close one of its
cheese factory and relocate the production of some products to other factory located in another region. High
production costs of bulk cheese and the need to remain efficient and competitive forced the company to
consider cutting costs by retrenching some 92 workers.

After a 60-day consultation period, union representatives and the company’s management agreed to
retrench only 31 employees by transferring them to the other factory and granting them a relocation allowance
of 10 per cent of their basic salary for a period of 12 months. The remaining workers accepted a severance
package of two weeks’ salary for every completed year of service, with a minimum of two full months. This
process, which was handled by the South African Commission for Conciliation, Mediation and Arbitration, had a
better outcome than that initially considered by the company. At least one-third of lay-offs were avoided, and
the company retained the critical skills and expertise that will be necessary when economic and business
conditions improve.

Source: Commission for Conciliation, Mediation and Arbitration (CCMA). South Africa: http://lwww.ccma.org.za/; Clover
Beverages Limited: http://www.clover.co.za/125/about-clover-exports/.

Germany

In April 2009, in the midst of a global economic crisis, a large German motor vehicle producer announced
that 16,000 workers risked redundancy. Through a process of negotiation, management and the works council
agreed to a range of cost-cutting measures, including reduction in working hours and short-time work
provisions, and the postponement of pay increases and bonuses. The multi-employer agreement for the sector
contained a clause which provided enterprises and works council with the flexibility to agree to postpone wage
increases for a fixed time period, depending on economic circumstances. Management also agreed to forego a
portion of monthly salary and no salary increase in 2009.

Conflict arose during the negotiations when management proposed to reduce the working week from 35 to
30 hours. Short-time work is more costly to the employer, but implies lesser income reductions for employees
and thus the works council preferred short-time work. The social partners met the requirements for short-time
work and could therefore benefit from the existing provisions of German unemployment insurance, without
which it would have been difficult to implement changes without a loss in income for workers.

The company reported that the 2009 agreement is set to save €2 billion in labour costs. Together with the
2004 agreement, it also saved a substantial number of jobs. The strong relationship that exists between the
company and the works council is identified as one of the key reasons why the company’s management and
the works council were able to reach an agreement that could help the company navigate through particularly
difficult economic circumstances.

Source: Zagelmeyer, 2009 and http://www.daimler.com/dccom.html.
Spain

At the end of 2008, a large multinational company announced that it would lay off 275 of the 1,300 workers
at on of its plant in Spain in response to declining demand for its television sets. The company was willing to
negotiate job retention for 86 of these workers in return for salary freezes or reductions, increased flexibility,
and increased annual working time. This would allow the plant to reach cost levels concurrent with other
factories in Europe, such as in Slovakia. The unions and workers were concerned about a possible relocation
as part of the company’s global restructuring plan, although management repeatedly denied that this was being
considered.

In January 2009, trade union representatives and managers reached a preliminary agreement in terms of
which the company agreed to keep the plant in operation for 2009 and 2010 and maintain at least 1,000 jobs
producing 1.5 million units. Pay will be frozen and hours of work (40 hours per worker) increased during this
period. Additionally, the company committed support to technological innovation and competitiveness. A joint
commission will follow up the implementation of the agreement. Although the company abandoned its
restructuring and redundancy plan, it left open an alternative in order to deal with the surplus workforce of 93
workers. It proposed a voluntary redundancy plan for a six-month period, enabling 150 workers to take early
retirement, encouraged by monetary or social compensations.

While pay cuts have generally been resisted by unions as an alternative to job losses in Spain, this
initiative was praised because it allowed jobs to be maintained and kept the company’s operations in the region.

Source: European Foundation for the Improvement of Living and Working Conditions. European Industrial Relations
Observatory On line: http://www.eurofound.europa.eu/eiro/2009/02/articles/es0902019i.htm.
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Global developments

In respect of global trends in industrial relatipasggrowing number of transnational
company agreements (TCAs) have been concluded éetmeltinational enterprises and
union federations representing workers at glob&8wopean levels.

In addition to promoting core labour standards, Ci&al with a number of issues of
common interest for management and labour, suglesaricturing. By November 2008,
approximately 150 TCAs had been reached, coveringyhly 7.5 million of workers
globally (Papadakis, 2008). Among them, 37 agre¢sneaddressed the issue of
restructuring in 22 enterprises. Six new agreememtsestructuring emerged in the period
2008-09. The role of transnational company agreé&neraddressing restructuring related
issues (including mobility and anticipation of cgah has been key during the current
global economic crisis.

In the maritime sector, a unique agreement washeghin an international bargaining
forum between the International Transport Workdegderation and the International
Maritime Employers’ Committee. The agreement ha:mymaf the characteristics of a
collective agreement, covering wage increases, imgrkours, leave entitlement, death
and disability compensation, repatriation, sick araternity pay and medical treatment.

Collective bargaining can play an important rolepag of a broader crisis response,
together with national tripartite consultations gnublic policy measures. It can contribute
to maintaining employment, keeping wages stablbus tmaintaining aggregate demand
and avoiding deflationary wage spirals — and fatilig enterprise adaptability.

Critical role of the State

One of the main lessons learned is that the capatiindustrial relations to play a
preventive or mitigating role in times of crisigdaly depends on the political will and
involvement of the State. For the State’s involvete industrial relations to be efficient,
it must go well beyond setting the legislative feamork. A legislative framework has
limited impact if it is not accompanied by specifiolicy measures. Apart from “soft”
methods such as the creation of a general climat@aperation or moral appeals to the
social partners, government interventions in ingaistelations can take more proactive
forms, for example:

— consulting the social partners on macroeconoraigagement;

— financial support to programmes implemented, withinvolvement of various forms
of social dialogue;

— implementing income policies by establishing minim wage fixing mechanisms;

—  promoting regular employment relationships thiolgpislation on various forms of
atypical work and through policies encouraging eypient in the formal sector;

— direct intervention by mediation or by financiaterventions in the restructuring of
enterprises, especially if large collective redurdiles are expected;

— administrative decisions extending collectiveeggnents to employers who are not
party to the agreement or (via legislation) to vessk who are not members of
signatory unions;

— involvement of the social partners in the manag@nof agencies administrating
social programmes (such as vocational trainingtutsins);
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—  providing assistance to employers and workemsutyir labour inspection and public
employment services;

— providing conciliation, mediation and arbitratiservices, and establishing judicial
bodies to deal with industrial disputes;

— providing the social partners with relevant infiation needed for collective
bargaining.

Conclusions

In the present turbulent times, social dialogupdg of the response to the crisis in
many countries, although in several cases it tamkestime for governments to start
involving the social partners. In countries whergsinot yet part of the means of finding
solutions to the crisis, a lack of engagement apfitigal will on the part of the
government, as well as unilateral decisions oncatiissues such pay policy (particularly
in the public sector), have hindered the functignaf social dialogue and prevented it
from playing its role as a key component of crisisovery strategy. Social dialogue should
be promoted in such countries.

Well-established and efficient social dialogue itn§bns have a stabilizing function,
while ad hoc and informal forms of social dialogienot have long-term effects, even if
they are sometimes necessary as a complement fitutiogalized practices. Social
dialogue institutions, to be efficient in crisigusitions, must be connected to policy-
making, either through high-level representatiorthef State in these bodies, or by their
recognized role in macroeconomic management. Ldagejal, purely advisory bodies
without governmental representatives have onlyrg Maited role.

Collective bargaining is playing a key role in ttrisis response at all levels and in
many countries across the world. Creative agreesnédwtve enabled workers and
enterprises to save jobs while at the same timataiaing income and securing enterprise
sustainability.

Political will and engagement with the social part are key to the success of
national recovery strategies. The critical rolalaf State in creating an enabling industrial
environment through effective public policy measufgas been highlighted. Another
important aspect is the active role played by theiad partners. In nearly all cases, the
social partners have tried to contribute to thenidation of anti-crisis programmes and
packages and to find creative solutions to limé tmpact of the crisis in terms of job
losses and enterprise failures. They have exangoedrnment plans and put forward their
own proposals. Frequently, tripartite cooperatietween the government and the social
partners has been supplemented by bipartite ingimttaken by the social partners at
industry and enterprise levels, aimed at reinfayeneasures taken at the national level.

Where governments have responded positively to sthieitations of the social
partners and have involved them in national deditiens on anti-crisis stimulus packages,
workers and employers have supported the implermentaf those packages on the
ground.
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10. Small and medium-sized enterprises

Core findings

m  Small and medium-sized enterprises (SMEs) represent a substantial slice of the employment created in
most economies and are often particularly vulnerable to changing economic conditions.

m  Cooperatives and employee-owned enterprises have proven somewhat resilient to the crisis: their
performance is more stable over business cycles and they have outperformed the market during the crisis.
The employee ownership model offers particular advantages to SMEs. Evidence suggests that they can
significantly outperform competitors, and that they recruit more employees at a faster rate and reward
employees with higher wages.

m  The crisis does not change the need for a conducive enabling environment for SMEs, with laws and
regulations that facilitate enterprise growth, foster decent work and safeguard the natural environment.
SMEs need to be aware of support measures and how to access them: business associations play a vital
role in this regard.

m  Crisis responses have entailed measures taken to provide credit (increasing access and reducing costs)
and tax benefits to SMEs, often as part of a broader package of support. Tax incentives can ease working
capital constraints for businesses and stimulate demand among consumers. Common measures adopted
are: reducing value added taxes, providing export incentives including duty drawbacks, sector specific tax
incentives, spreading tax liabilities over a longer timeframe and payroll tax rate reductions with incentives
linked to employee retention.

m  Other successful measures to keep SMEs afloat and workers in jobs include: work-time reductions;
support to business start ups and self-employment; and measures to ensure that SMEs can take
advantage of public works and procurement opportunities via decentralized procurement processes, such
as the issuing of small tenders and specific measures to favour SMEs in tendering processes.

The crisis is affecting firms of all sizes and @&soa range of sectors and
organizational types. However, there is some eweéeiw suggest that the cooperatives
(including cooperative banks and other financiabpmratives) and employee-owned
enterprises have proven somewhat resilient torikis ¢Birchall and Ketilson, 2009).

Employee-owned enterprises are generally moreieasiltheir performance is more
stable over business cycles and they have outpeefbithe market during the crisis. The
employee ownership model offers particular adveegagp small and medium-sized
enterprises (SMEs) in knowledge-based and sk#lasive sectors. There is evidence to
suggest that such businesses can significantlyedotpn competitors, and they recruit
more employees at a faster rate and reward em@ayitle higher wages (Lampel, Bhalla
and Jha, 2010).

While large firms grab headlines when disclosingrdéfs and dramatic declines in
sales and earnings, many small and medium-sizextpeises (SMES) are also trying to
cope with weak demand, tight credit and reducee@rsrdt is obviously more difficult for
small enterprises to downsize in times of crisisaose they are already small.

Small businesses are big employers, and SMEs esgr@svery big slice of most
economies. In Europe, for example, SMEs represémtes cent of all private sector jobs.
In Indonesia, SMEs account for just over half of BS@nd about 95 per cent of
employment. In the United States, almost a thirdAofericans work in businesses with
fewer than 50 employees, but it is estimated thah usinesses have suffered about 45

! There is no common, universal definition for SMEsuntries have their own definitions usually

based on number of employees, turnover or asset&raglly the richer the country, the higher the
threshold. In the EU, for example, an SME has fetlian 250 employees, an annual turnover of
less than €50 million and assets of less than €im but micro-enterprises have fewer than ten
employees and small enterprises between ten and 49.

68



per cent of the job losses of the downturn. Théd&$s— and their workers and families —
are often particularly vulnerable to changing ecnitoconditions.

Integrated approaches

Providing support to SMEs in times of crisis is mgoeatly dissimilar to providing
support at other times. Best practices do not wgwificantly in relation to economic
conditions. However, in an economic downturn, thkcy responses simply become more
urgent and the needs greater. This does not négateenefits of integrated packages of
support that entail financial and non-financialistssice to SMEs. Nor does a crisis change
the need for a conducive enabling environment MES, with laws and regulations that
facilitate enterprise growth, foster decent worll aafeguard the natural environment.

The economic crisis has proved decisively that ngknarkets work and improving
the investment or business climate for SMEs issimaply about unleashing market forces.
Rather, it is essential to recognize that efficimarkets need effective institutions, and that
markets cannot be left to themselves to allocatewees equitably or efficiently (Buckley,
Salazar-Xirinachs and Henriques, 2009).

Policy responses

Roughly three-quarters of all policy responseshi® ¢risis have entailed measures
taken to provide credit and tax benefits to SMBE&mas part of a broader package of
support. This implies that it is sometimes difficth distinguish the value of support
targeted specifically at SMEs: many tax measures,ekample, target all enterprises
irrespective of their size.

To illustrate this point, the United Kingdom Goverent reduced the value added tax
(VAT) from 17.5 per cent to 15 per cent for 200bviously, this affects all businesses
(and consumers). The Government estimated thathtgscost about £12 billion in lost
revenue but has put almost 1 per cent of GDP b#okthe economy. However, one study
suggested that this VAT reduction had, in factiglieffect on actual consumer spending.
The effect it has had on small businesses is uncthough there is some anecdotal
evidence to suggest it has helped some SMEs tdheretlite storm during 2009.

SMEs are highly varied, both within countries, abefween richer and poorer
countries. Formal sector enterprises that operdtteinnthe framework of formal credit
institutions, tax regulations, labour codes andad®ecurity programmes can benefit from
changes to the policy environment that are desigiwea@ssist enterprises during the
downturn.

Most stimulus packages include specific measureSKESs. These measures can be
classified into four broad categories:

— Access to finance.
—  Tax benefits.

—  Employment incentives and entrepreneurship.

2 A study by PricewaterhouseCoopers showed thate8&ent of people said that the tax reduction
had not prompted them to spend more. See www.atek/pdf/060309_93415.pdf for a technical
discussion of why this may have occurred.
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—  Access to market opportunities.

To date, there have been very few assessments ahpact of this support, which is
understandable given that most of the measurestiii@ mid-stream.

Access to finance

SMEs typically struggle to have access to the pfginancing they desire, whether it
be for investment, working capital, export credits;eivables or supplier credit or equity.
Generally, access to mainstream finance is inwersthted to enterprise size: the smaller
the activity, the harder it is to access financanlg typically view SMEs as risky
investments, often because of a lack of appropcetiateral or a proven business plan, but
sometimes simply because the unit costs of leni§MEs are high compared to lending
to large businesses.

Many small business owners, especially sole prapsehad used overdraft facilities
and credit cards to maintain liquidity in their messes, and tighter lending standards and
new rules to protect consumers threaten to squbezeource of money. The option taken
by some SME owners of using their properties adathl for borrowing for their
business is closed to the many homeowners whotac& with negative equity and the
even greater number affected by banks’ greateraraah mortgage finance.

SMEs have fewer options for raising finance compdrebigger businesses, as the
latter can raise finance through capital marketsaa@ress venture capital funds but the
former tend to rely almost solely on banks for thermal credit needs. This has spawned
alternatives to traditional collateral-based legdsuch as credit unions, peer or group-
based lending, loan guarantees and leasing arramjehat target small scale enterprises.

The economic crisis has exacerbated the accestepromaking banks even more
cautious of lending to SMEs. Governments have medpo by loosening monetary policy,
strengthening banks and encouraging lending (seelBd). But even if banks are being
shored up by governments and are beginning to sigig of recovery, SMEs continue to
face obstacles in accessing finance because monfthsor economic conditions have
eroded credit-worthiness. Banks are still cautiolSME lending, and lower rates in the
inter-bank markets are not always being passedoooommercial customers, perhaps
especially SMEs.

Solutions include:
— maintaining loose monetary policy with low intstreates passed on to SME;

— ensuring adequate volumes of SME lending, inadgdifor working capital
requirements;

— increasing lending through SME support programmes

— increasing credit to micro-enterprises, includithgpse newly created by laid-off
workers;

— improving access to finance for SME exporters;

— encouraging liquidity among enterprises by propgtment and enforcement of rules
on late payment (public and private sector);
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— expanding the coverage and decreasing the eisterpost of credit guarantee
schemes;

— ensuring access to equity finance;

—  assisting enterprises in preparing financing psafs.

Box 10.1

Example of increased access to finance for small
and medium-sized enterprises in the United States

The United States Treasury Department has committed up to $15 billion to help unlock secondary markets
(for securities) for small business loans. The credit flow programmes provided in the American Recovery and
Reinvestment Act assigned $730 million to help unlock the small business lending market, which has
temporarily raised the guarantee on small business loans and eliminated upfront borrowing fees on certain
loans. In terms of impact, the Small Business Administration reports that loan volumes have increased over
75 per cent, supporting $19 billion in small business lending until the end of 2009. From mid-February to mid-
November 2009, weekly loan dollar volumes rose 79 per cent in certain programmes. Furthermore, a significant
share of loans supported by the Act has gone to rural (25 per cent), minority-owned (23 per cent), women-
owned (15 per cent), and veteran-owned (8 per cent) businesses.*

* See www.sba.gov/ for more details.

Tax benefits

A reduction in tax can ease working capital corstsafor businesses and stimulate
demand among consumers. As taxes are levied atasdegels — income, production,
value added, sales and imports — there is congilderaom for governments to make cuts.
Many of these measures are applicable to entesprideall sizes but a number of
governments have targeted SMEs (see Box 10.2).

Tax cuts today will require additional taxation time future, which can confront
resistance by taxpayers and businesses. Policyrmaked to judge how much cutting is
feasible and to what extent debt accumulation imitlibit future growth prospects and
future government spending.

Value added taxes are an important target of csiwgne tax cuts are targeted at
employment-intensive sectors, such as the garnaerdstextiles sector. Many countries
have found ways to promote exports by cutting therelated to export production or by
offering rebates on duties on imports used in esgarthe form of duty drawbacks.

SMESs need to be aware of the changes and may ssediaace to understand how
they apply. In this regard, business associatimetjding sectoral ones, can play a role in
explaining tax changes to their members. Enterppigenotion agencies may provide
similar assistance. Business associations plaitieatirole in advising governments of the
hardships experienced by their members and on whe&reuts can be most effective in
stimulating output, exports and employment.

Solutions include:

—  reducing the corporate tax rate;

3 Many countries already provide lower tax ratessimall businesses or for those with a low level
of profit.
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— reducing the tax rate for sole proprietorships partnerships;
— linking tax rate reduction to employee retention;

— reducing excise tax;

— reducing value added taxes;

— allowing SMEs to spread tax liabilities over ader timeframe (multi-year income or

loss smoothing);

— increasing duty drawback rates;

— reducing assessments on property taxes.

Box 10.2

Example of tax benefits for small and
medium-sized enterprises in China

In China, the value added tax for small businesses was cut to a uniform 3 per cent from the existing
4-6 per cent. The Government is speeding up the process of moving away from the use of excise taxes on
production to value added taxes. Recent changes are estimated to reduce total taxes paid by enterprises by
about $17.6 billion annually.

Employment incentives and entrepreneurship

It may be difficult for employers to retain workemsSMEs but, because of the nature
of the employment relationship particularly in sosmaller enterprises, there may be
strong social incentives for employers to hold @mwobrkers during a downturn.

To avoid permanent retrenchment, some enterprise® hnstituted work-time
reductions, either in the form of a shorter workimgek or a temporary plant shutdown.
Such measures ease pressure on the payroll, villilallewing workers to bring home a
pay cheque. Workers affected by time reductionseamporary lay-offs can often take
advantage of unemployment insurance or other stippocountries where such schemes
exists (see Box 10.3).

Business start-ups can play an important role singathe impact of the slowdown.
New businesses can be started by locally retrenaluellers, as well as by new entrants
into the labour market and by migrants moving fraripan to rural areas or returning from
abroad. It must be recognized, however, that nesinbgses have a high potential to fail.

Self-employment is not for everyone but for thodeowvish to set up a business,
governments can provide suitable entrepreneursdirig and support. Similarly, training
and advisory services can be provided to existintiES to enhance their operations. In
both cases, voucher schemes can be used to ensbledses or individuals to buy support
in the form of training or expertise. Support stibbk tailored to ensure that women as
well as men have access to appropriate adviceraimiiy.

Strategies for SMEs include:

—  providing retaining opportunities;
—  work-sharing;

—  temporary work stoppage;
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—  negotiating a wage freeze or a low rise in wages.

Strategies for government support or businessceeprioviders include:
— using unemployment insurance benefits to covekutime reductions;
—  subsidizing new hiring or retention of workers;
— extending the duration of unemployment insurdrareefits;
—  subsidizing training for employees;
—  entrepreneurship support or training;

—  subsidizing non-wage labour costs.

Box 10.3

Example of employment incentive and entrepreneurship support
for small and medium-sized enterprises in Canada

In Canada, the Government's stimulus package provides C$10 million to the Canadian Youth Business
Foundation, which mentors new entrepreneurs. The National Research Council's Industrial Research
Assistance Program received an additional C$200 million over two years to temporarily expand its initiatives for
technology-based SMEs and contribute to an innovation-led economic recovery. This includes C$170 million for
contributions to firms, and C$30 million to help companies hire over 1,000 new post-secondary graduates in
business and science over the next two years.

Access to market opportunities
Many of the fiscal stimulus packages now being enpnted include infrastructure
development, such as the building of roads, schootal infrastructure. Such stimuli are
designed to create employment, either directlyughothe projects or indirectly through
inputs that enterprises will supply to those prigec
For many of the larger projects, governments mak ¢e engage large firms, and
high capital intensity may limit the employmentatien benefits of the stimulus measures.
Governments that use labour-intensive practicek sgg¢ a greater employment impact.
This approach may include the contracting of waskSMEs. Small tenders and the
decentralization of procurement decisions can ials@ase opportunities for small firms.
Where feasible, governments should:
— ensure that there is no minimum enterprise sizéitiding on projects;
—  source SMEs for small projects and componeniargé projects;
—  reserve a specific percentage of governmentactstfor SMES;

—  favour bids from SMEs with high employment inténs
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11.

Hiring subsidies

Core findings

m  Job retention policies have shown to be very effective in times of crisis and recession and workers
benefiting from such schemes are mostly skilled and employed in modern enterprises. Countries with
stable programmes of this kind have shown they can respond automatically in a counter-cyclical way, as
there are more job applications in times of crisis and fewer in boom times.

m  Hiring subsidies appear to be more effective when used during periods of economic recovery and are
aimed at improving the employability of unemployed and relatively low-skilled workers. At such times they
can provide an incentive for enterprises with better prospects to anticipate hiring which, without a subsidy,
would take place at a later date.

m  Incentive payments should normally be higher in the first phase of recovery and reduced thereafter.
Initially, subsidies programmes are fairly broad in coverage, but as recovery becomes more robust and
new jobs are created, programmes should be redirected towards the more disadvantaged.

m  Econometric analyses of a number of programmes indicate that the net effect in terms of job creation is
rather limited. However, these analyses do not consider that many enterprises anticipate new hiring, which
in itself constitutes a net positive effect. In addition, when subsidies are aimed at disadvantaged groups,
they introduce greater fairness by improving their chances to be employed.

Against a background of high or growing unemploymehthe kind we are now
experiencing, the use of subsidies should be ceraidas a possible way of protecting or
promoting employment. The underlying idea is theducing labour costs by paying a
subsidy will help an enterprise through difficuirpds by minimizing lay-offs or allowing
new hiring. Those two possible objectives diffemiany important respects, and warrant
closer analysis.

The formula most often used in developed countagweserve jobs is work-sharing.
As explained in Chapter 4, an enterprise in diffies agrees on a reduction in working
time with its employees, thereby lowering laboustsppart of the workers’ loss of income
being made up by means of a subsidy. In generakes® benefiting from such schemes
are skilled and employed in modern enterprises ittty become unemployed, are likely
to be covered by unemployment insurance.

Hiring subsidy schemes, on the other hand, are desmp measures aimed at
improving the employability of unemployed and riedaly low-skilled workers. Such
programmes can help unemployed people in generaamrbe targeted at more specific
groups, such as young people from poor homes,dhg-term unemployed or disabled
people. As the subsidy reduces the cost of hifir@an be an incentive for the enterprise to
recruit workers.

So employment subsidies may perform quite distinnttions and protect different
groups. Apart from issues of labour cost, a kegmeihant of the outcome relates to the
prevailing phase of the economic cycle, in particihe situation with regard to demand
for an enterprise’s services and products. It ésefore important to differentiate between
economic recession with net job losses; the regoplease, generally with only weak gains
in employment; and the economic growth phase wettjob creation.

Subsidies as an incentive for hiring

Subsidies can also be used as an incentive to mEgm®enterprises to hire new
workers. These are temporary subsidies intendedbfepaid workers, the amount paid
and sometime also the number of beneficiaries ptrrise being subject to limits. In
general, employers must fulfil certain conditiotisey must normally not have laid off
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Impacts

workers in the months immediately preceding paynudrihe subsidy; or there may be a
limit on the net increase in the workforce by congzn with a reference period.

Practical implementation of subsidy schemes differdely from one country to
another. It may involve reducing social securitytcibutions, payment of a fixed wage
subsidy, vouchers for workers, accumulation of taedits for each additional worker
hired, and so on. All these possible arrangemeat® tadvantages and drawbacks in
operational and incentive terms, but they are aield on the assumption that a temporary
reduction in labour costs because of the subsidy make an enterprise more willing to
hire workers.

This analysis in general fails to take into accotih@ demand for an enterprise’s
products or services, which is assumed to be staii clear, however, that in the face of
the financial crisis, many enterprises have expesgd a considerable fall in demand for
their products. In a recession, it seems unreasoriabenterprises to hire new workers,
even if the cost of doing so is considerably redunga subsidy. However, during a period
of general economic recovery (and of growth in Sala hiring subsidy may prompt some
companies to anticipate hiring in order to takeaada&ge of lower labour costs.

All this suggests that hiring subsidies, if useddmployers in the right way, are
essentially pro-cyclical. This means that if théecia for not laying off workers, or for
allowing a net increase in the payroll, are appktdhgently, very little use should be
made of such subsidies in periods of recessionthayt should be used extensively when
the economy is growing and demand increasing, adthat remains to be seen whether
they are really indispensable for creating the johs.

One criterion for assessing these programmes is #ffectiveness in promoting
hiring which would not otherwise have taken pldagoi subsidy had been available. There
may also be a “substitution effect” whereby thessdyp unduly skews selection in favour
of workers benefiting from a subsidy. Although esowtric analyses of a number of
programmes have vyielded differing results, the alWeconclusion has been that the
accumulated effect of wasted expenditure and dubeti has been such that the net effect
of the programmes in terms of job creation has ba#rer limited. A review of empirical
studies of these programmes in the developed deantonducted by Marx (2001)
estimated the net impact at around 10 per cent. @DE@dies have reached similar
conclusions (Martin, 2000).

Nevertheless these results call for some commergeheral, the studies do not take
into account the situation with regard to growthlia economy and in the labour market in
which the programmes are implemented; this, as@dyréndicated, is crucial. In addition,
the possibility of obtaining a subsidy prompts maoynpanies to anticipate hiring which
would otherwise take place at a later date. Eveheifsame jobs would have been created
eventually anyway, creating them sooner than wotiérwise have occurred is in itself a
net positive benefit.

Even if the net effect of subsidies in terms of @bation may be limited, they will
help to bring about greater fairness if they areeai at workers in disadvantaged groups
and effectively help them to improve their chaneeinding productive employment. For
that reason, while subsidies may, in periods obvery, be aimed at integrating broad
categories of unemployed workers (the unskilled lamdpaid) and boosting job creation,
once unemployment has fallen it may be preferabledirect the subsidies towards more
restricted categories of worker (the long-term upleyed, for example). The studies also
show that when subsidies are combined with trairimgl vocational guidance, they
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improve the long-term employment prospects of pedplthe vulnerable groups. In the
case of Germany, for example, the targeted sulgsiolyramme substantially improves the
probability of workers still being employed 20 misiafter leaving the scheme.

In the United States, a programme to stimulategaation in 1977-78 using tax
credits successfully boosted job creation in theape sector. The incentive payment was
equivalent to an annual subsidy of $7,000 in toslégtms, and helped small and medium-
sized enterprises in particular, as it was congificon a maximum of 48 new workers
being hired by each beneficiary enterprise. Thegasal for tax credits currently being put
forward by the Economic Policy Institute is basedtibe same idea. This is a temporary
subsidy for two years and is aimed at all econosectors, with a greater incentive
payment in the first year than in the second; thitects the intention to anticipate new
hiring on the basis of the number of workers on plagroll in the same quarter of the
previous year (to avoid the seasonal fluctuationstiich some activities are prone).

At the beginning of 2009, Ireland introduced an Eyment subsidy for enterprises
in sectors experiencing difficulties (manufacturiagd exports), which are required to
preserve existing jobs. The subsidy can be up ta0E9per worker over a period of
15 months. Payments are progressively reduced €200 a week in the first six months
to €50 a week by the end of the scheme. In it&lrphase it is expected that the scheme
will create about 7,500 new jobs and preserve EbeXisting jobs. In a second round, the
policy will be extended to a broader range of ecoiccsectors.

In the case of developing countries, the potentigact of such programmes in
providing incentives to formalize unregistered jobbould not be underestimated.
Although hiring subsidies would not in this case denerating new jobs, they would
introduce some regulation into informal employmsitiwations while recovering a portion
of the costs involved through subsequent socialr@igccontributions. For example,
Argentina in 2009 implemented a programme for ragzihg unregistered jobs and
promoting registered employment. This was donedalcing employers’ social security
contributions by 50 per cent in the first 12 mondhshe scheme and by 25 per cent in the
12 months thereafter. In the context of the crigis,programme led to more than 300,000
unregistered workers being registered.

In some cases, subsidies have also been seemet®iathat can facilitate the process
of staff selection. In order to accelerate the gatitn of jobs once the Asian crisis had
passed, Chile introduced a hiring subsidy prograrmtended to help unskilled and low-
paid workers, priority being given to heads of lehad. The subsidy consisted of a fixed
amount equivalent to almost 40 per cent of the mimh wage, payable for a period of
four months. The programme included a further fixadount for training. In practice,
many enterprises that took advantage of the submatlyined the higher-performing
workers once the subsidy had ended and laid offasie

Gearing subsidies policy to the economic cycle

Any discussion of subsidies as an incentive to egmpént must take account of the
prevailing phase of the economic cycle in ordeenisure that the most appropriate policy
is implemented (see table 11.1).

Job retentionpolicies have shown themselves to be very effeativtimes of crisis
and recession. Countries with stable programmési®kind have shown they can respond
automatically in a counter-cyclical way, as there more job applications in times of
crisis and fewer in boom times. In such cases robsite workers who benefit from the
programmes are skilled and represent valuable huoagital which enterprises are

76



Table 11.1.

reluctant to lose. Countries which have such pmognas for dealing with financial crises
are showing that they can limit growth in unempleym

Subsidies policy in relation to the economic cycle

Subsidies policy Phase in the economic cycle Beneficiaries

Job retention Recession Industries with skilled workers
Hiring subsidies Recovery Unskilled and low-paid workers
Targeted subsidies Growth Vulnerable unskilled workers

Hiring subsidiesappear to be more effective when used during dera economic
recovery. At such times they can provide an ineentbr enterprises with better prospects
to anticipate hiring which, without a subsidy, wibthke place at a later date. An important
aspect of this is the fact that the programmeaigstion subsidize only the net number of
new jobs created and take account of the cyclicatdations in employment in certain
activities. Given that one objective of such progmees is to enable enterprises to
anticipate hiring that would, in the absence otibsgdy, only have taken place at a later
date, the incentive payments should normally behdrigin the initial period of the
programme and reduced thereafter.

In the first phase of recovery, these programmegdneral are fairly broad in
coverage. As recovery becomes more robust and rohs pre created, subsidy
programmes should, in the interests of fairness, rédirected towards the more
disadvantaged.
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12.

Infrastructure spending

Core findings

m  Counter-cyclical public spending in infrastructure is an effective tool to create jobs. With weak demand in
private-sector markets, the government serves as employer of last resort in an effort to sustain both jobs
and aggregate demand.

m  Investments in infrastructure are often both in economic sectors (improving transportation in particular,
including roads, railways and waterways) and social sectors (education, water and sewerage, and so on).
This both lays the foundation for long-term development and deals with immediate social needs.

m  Bringing forward planned infrastructure investments or improving the efficiency of implementation of works
budgeted in public investment programmes are common features of fiscal stimulus packages and are very
useful, because plans have often already been approved and can be rapidly mobilized.

m  Wherever feasible, decentralized public investment should be favoured. Advantages of local investments
(higher job creation, greater ownership, more rapidly boosting local economy) are particularly relevant in
times of crisis.

m  Because many infrastructure projects in low- and medium-income countries are co-financed by
International financial institutions, these institutions should make sure that their regulations allow for an
increase in labour content in infrastructure development.

m |t is of crucial importance to assess the overall labour outcome of these investments in terms of direct,
indirect and induced employment, not only to assess their short-term effects but also the long-term impact
on growth and its distributional effects.

Counter-cyclical public spending in infrastructusean effective tool to create jobs.
With weak demand in private-sector markets, theeguwent serves as employer of last
resort in an effort to sustain both jobs and agameglemand. According to the World
Bank Group, infrastructure spending announced @8/92represented on average 64 per
cent of the total stimulus packages in emergingketagconomies and 22 per cent of the
total stimulus in high-income economtesAn ILO survey of employment and social
protection measures taken by 54 countries confirthedimportance of infrastructure in
fiscal stimulus packages: 87 per cent of the coesallocated additional fiscal spending
on infrastructure, one-third of those having ineldda specific employment component,
often with targets for disadvantaged groups (ILQ0Za).

In terms of employment, a theoretical model-basssessment of the impact of
infrastructure spending on employment concluded $iabillion spent on large projects
generates around 28,000 jobs, both directly anudattly in roughly equal proportions, in
advanced economies. Infrastructure expenditurevweldping countries has a substantially
greater employment impact: $1 billion spent in ha&imerica can yield upward of 200,000
direct jobs; spending the same on labour-intensival projects can yield up to 500,000
direct jobs. However, as shown by some recent staskes, these rough estimates should
be taken with a lot of caution. Although it is dtfilt to obtain reliable data, fiscal stimulus
packages for selected countries are analysed baloan attempt to answer the following
guestions:

— How much of the fiscal stimulus package was digtsgent in 2009 on infrastructure
and how many jobs were created?

—  What measures were taken to guarantee timelyemmghtation?

— How well targeted was this part of the fiscainstius package?

! See Primo Braga. 200%he Financial Crisis and its Implications for Instucture Investments
Available at http://siteresources.worldbank.org/EXTWAT/Resouf$682122-
1213366294492/5106220-1234469721549/0.2_InfrastreicCrisis.pdf
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Level of infrastructure spending and
impact on employment

In the United States, infrastructure expenditu@sstitute only a small portion of the
total potential fiscal stimulus from the Americaed®very and Reinvestment Act. Grants
by the federal government to state and local gawents for infrastructure investments are
estimated to be $44 billion, or 5.6 per cent of pin@jected total budgetary cost over the
period 2009-19 (Congressional Budget Office, 2009a)

Infrastructure expenditures incurred up to 30 Sepsr 2009 amounted to
$4.44 billion (2.6 per cent of the total fiscahstilus during the period). The overwhelming
bulk of the infrastructure expenditures were airaednproving the transportation system
of the country. They are mainly devoted to refunlrig selected areas in the vast network
of roads and, to a lesser extent, to improve amenexthe public transit systems in urban
areas.

It is estimated that about 59,300 new jobs coultkHzeen created, either directly or
indirectly. Construction is the biggest contribut(B6 per cent of the total new
employment), followed by transit and ground paseenmgansport (38 per cent). The
estimates imply that a billion dollar of additioriafrastructure expenditures would have
created around 13,350 new jobs, directly and ictlye The new employment was
distributed heavily in favour of construction (3Brpcent), transit and ground passenger
transportation (20 per cent), and local governmpassenger transit (11 per cent).
Compared to the loss in employment experiencedhéyhree industries during the current
recession, the likely gains appear to be quite stoideconstruction but more impressive in
transit. The unemployment rates in the occupatignalips that are most likely to get the
new jobs are still quite high compared to the matiainemployment rate.

As compared to the existing pattern of employmadditional employment resulting
from the infrastructure investments would tend dgolur men over women, whites over
nonwhites, those without college degrees over geligraduates, and prime-age workers
over workers of other ages. These findings areedrivy the demographic characteristics
of the workforce in construction and transit (feample, the workforce is predominantly
made by men) and the employable pool from whichnhe workers emerge (for example,
it is largely populated by workers with low educathl levels). Since the recession began
in December 2007, 68 per cent of overall employmedtictions have been among men,
while 70 per cent have been among whites. Meanwfhitze have been net gains in total
employment among college graduates.

Given the scale of infrastructure expenditures he tAmerican Recovery and
Reinvestment Act, their potential to alleviate tharent unemployment problem in the
United States is quite limited. To address this, dtrategic focus of policy needs to shift
from the amount of money spent to the number of joleated relative to the employable
pool of workers, and to the amount of public sexsiprovided relative to existing needs. A
two-pronged strategy aimed at providing immedidtertsrun relief from unemployment
and long-run job creation aimed at meeting thecttimal infrastructure deficits need to be
developed under the leadership of the federal govent. Long-run goals cannot be met
without developing national, state and regionatasfructure plans that, in their totality,
form a coherent national vision including the ptigdrio create employment.

Compared to the historical record, the currentfi@dgtimulus programme appears to
be puny in terms of its employment potential. Bafdion by the federal government to
directly create jobs was critical to reducing masgmployment during the Great
Depression of the 1930s. Employment was createdrumdariety of programmes such as
the Civilian Conservation Corps, National Youth Adistration, Civil Works
Administration, Emergency Work-Relief Programme tbé Federal Emergency Relief
Administration, and the Works Progress Administrati It is estimated that the
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employment created directly by the federal govemnaone, laving aside the indirect
effects of the associated expenditures, in its ousri programmes averaged about
2.24 million (43.2 per cent of the unemployed) dgrthe period 1933 to 1943 (Darby,
1976). The overwhelming proportion of the employin&as in construction, and a large
number of roads, public buildings, bridges and &sbuilt in the 1930s can be found in
many parts of the United States.

Indonesia launched a fiscal stimulus package wipfR73.3 trillion ($7.6 billion)
aimed at boosting aggregate demand. The packafel@scup to IDR12.2 trillion ($1.28
billion) for infrastructure development, includirthe improvement of highways, ports,
bridges and irrigation systems, through which thevé&snment estimates that over 1
million workers will be gaining work. At the end @fctober 2009, approximately half of
the stimulus package had been absorbed, and o000 additional jobs had been
created in the Indonesian economy (see table 1Bylpecember 2009, the Government
estimates that 90 per cent of the stimulus packaljéave been absorbed and that it will
surpass its job creation targets.

Table 12.1. Estimates of job creation from the 2009 stimulus package, Indonesia
Government Ministry/Department Budget allocation Number of jobs

IDR billion % of total Planned Actual (10/2009)
Public Works 6 601 54.1 944 170 675 160
- Centre 3617 29.6 259 375 148 640
- Regional 2984 245 684 795 526 520
Transport 2198 18.0 45962 31403
Energy and Mineral Resources 500 41 N/A 8435
Public Housing 400 3.3 N/A 5000
Maritime Affairs and Fishery 100 0.8 12 450 6943
Labour and transmigration 300 2.5 N/A 19 094
Health 500 41 400 423
Trade 335 27 5,149 4746
Cooperatives and SMEs 100 0.8 5,720 2976
Other departments 1165 9.5 N/A N/A
Total 12199 100.0 1013 851 754 180

Source: Coordinating Ministry of Economic Affairs (2009).

The budget allocation from the 2009 stimulus paekiagludes IDR6.6 trillion for the
Department of Public Works, mainly for water res@udevelopment, roads and sanitation
systems. Water resource development alone is aveetDR1.5 trillion and is responsible
for creating 250,000 jobs. At the regional levdie tDepartment of Public Works is
expected to create close to 70 per cent of the amunt opportunities funded by the
stimulus package. Progress in job creation targats been on target, with over half a
million new jobs as of October 2009.

In OECD countries, the resumption of growth hasnbbelped to a considerable
extent by the feed-through of lagged effects frastpmonetary policy easing, the gradual
normalization of conditions in financial marketsydaongoing fiscal stimulus. Some
countries are benefiting from stronger governmémalfconsumption and the advent of
new public infrastructure projects. In others, ptevdemand is being boosted, and brought
forward, by assorted measures, such as car scrappegntive schemes, direct lump-sum
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income payments to households, temporary reductiomsdirect taxes, and housing tax
credits.

Some components of public spending contribute émeic growth, in particular the
development and maintenance of useful public itfuature, and spending on an active
labour market policy that can contribute to imprbuabour market performance. Such
forms of spending should be sheltered from futpensging cuts, unless ways can be found
to maintain services with reduced costs. Investment public infrastructure should
enhance long-term growth prospects, as well asio§feshort-term relief.

Latin American and the Caribbean countries aremedéd to have increased the
allocations for public investment by an average20f per cent. Importantly, certain
countries are attempting to prioritize those inwesits that have the greatest effect on job
creation or to replace machinery with labour iriveeq project.

In 2007, Brazil had started to implement the Groticeleration Programme (PAC),
which includes a large public investment compon@mie of the responses to the crisis was
to allocate more resources to the programme, bggimg forward to 2009 certain
investments scheduled for 2010-11.

In Argentina, a “plan of public works for all Argiémeans” provides for an increase in
resources for infrastructure works in responsehto drisis. The 2009 budget estimated
outlays of $8.5 billion, to which $6.2 billion hay®en added. The National Strategic
Investment Plan for Development includes a classion of works where the
management system varies in accordance with tizeirand type, thus allowing small- and
medium-scale works to be executed in a decentthlizgy.

Measures taken to guarantee timely implementation

Speedy implementation is important because an @epnim a recession can
deteriorate quickly. The faster that government aeinto create jobs and boost aggregate
demand, the better. The pace at which jobs canrémter] depends largely on type of
projects (new large construction versus small olinteaance projects), institutional
capacities, procurement procedures and earlierriexpe in those areas. Nonetheless, in
the short term it is much easier to allocate addii resources than execute the
corresponding works.

In Brazil, execution of public investment in thesfiquarter of 2009 was 20 per cent
higher than in the first quarter of 2008. Similarithough execution remains relatively
low in Peru compared with resources budgeted, thenve of public investment executed
in that country between January and April was #2ceat higher than in the same period
of 2008.

In Indonesia, to ensure timely rollout of the stiosupackage and to benefit from
existing administrative structures, many of therent or ongoing public works schemes
were given additional funding to allow them to lealed up. In addition, new programmes
funded through the fiscal stimulus package follovegahdard administrative procedures,
and much of the funding was broken into small grahait went to small local contractors
and local labourers. To enhance the employmenbmaés of the infrastructure component
of the stimulus package, the Government of Ind@nkas advocated for methods that use
local contractors, local labour and local resources
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Targeting

Impact of

Programmes based on increasing public investmert, eanergency employment
programmes all face targeting challenges in regcthie intended beneficiaries. Whereas
in boom times the public sector’s efforts use cattiegl targeting mechanisms by focusing
on population groups with difficulties in findingjab (such as young people and women
with certain educational and socio-economic baakgas), in a crisis public support must
target a much wider section of the population. B is generally to prioritize the
employment situation of male and female heads akébold at risk. There is also a need
for geographical targeting, to ensure that programneach those areas most affected by
the crisis.

In traditional public investment programmes, thegééing options are often limited,
as most works tend to be executed by private emtesy and their objectives can only be
influenced to a certain degree through the procargnsystem. Therefore, emergency
employment programmes, for which special targetimechanisms can be applied, may
play an important complementary role.

In regular maintenance activities, women may talkeger share of job opportunities.
For instance, many women work for the road maimteaamicro-enterprises operating in
several of the Latin American countries (Ecuadoontturas, Paraguay, Peru and the
Plurinational State of Bolivia).

In any event, simply prioritizing the execution iovestment projects in the areas
most affected by the crisis constitutes an impdémagans of targeting, and subcontracting
small works to labour contractors allows for thegéding of special groups, such as
women.

infrastructure spending

The above country assessments and the overalltisituaf OECD and Latin
American countries confirm the importance of infrasture investment as a counter-
cyclical measure to sustain both jobs and aggretgtend.

Investments in infrastructure are often both in regoic sectors (improving
transportation in particular, including roads, ways and waterways) and social sectors
(education, water and sewerage, and so on). Thirs lags the foundation for long-term
development and deals with immediate social ne€&tie. composition of infrastructure
investments depends a lot on the immediate neetthe aountry.

Improving accessibility through maintenance andabditation of roads is an
efficient recipe, as the needs always exceed reduldget allocations even in normal
times. In addition, a significant part of these k#oican be executed through small- or
medium-scale contractors or micro-enterprises.

Bringing forward planned infrastructure investmeatsimproving the efficiency of
implementation of works budgeted in public investingrogrammes are common features
of fiscal stimulus packages and are very usefutabse plans have often already been
approved and can be rapidly mobilized.

Increasing public investment as a means of jobtioreauring a crisis involves a lag
inherent in the cycle of identifying, formulatingnéh approving projects, as well as the
subsequent tendering and execution. In many casptrprocedures (procurement
procedures and others) have been adjusted totdiéeilthe rapid rollout of stimulus
measures. Part of additional public investment loarexecuted in a decentralized way,
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which is often more effective than centrally platirend executed projects in terms of
timely response and more jobs.

The number of jobs really created by fiscal stilsydackages seems to be in line with
those forecasts. This finding should, however aixen cautiously because the definition of
a job differs from one county to another. Theradsuniform way to account for the direct
employment created under a fiscal stimulus package,most countries face problems in
collecting reliable data.

Moving ahead

Infrastructure projects should be launched bothetuce the deterioration of public
capital stock (maintenance and rehabilitation mtsjeand to help build countries up for
durable economic growth and permanent employmeig.df crucial importance to assess
the overall labour outcome of these investmenteims of direct, indirect and induced
employment, not only to assess their short-terrmotgfbut also the longer-term impact on
growth and its distributional effects.

Wherever feasible, decentralized public investnstuld be favoured. Advantages
of local investments are particularly relevant imds of crisis. First, decentralized
decision-making processes usually make the locpaulation more committed to the
works, and the proper use and maintenance theBsafond, the works undertaken are
usually on a smaller scale and involve less expenginders, which means there is less
need for heavy machinery, and hence greater jadtiorefor the amount invested. Third,
decentralized tenders are more likely to be exechielocal firms using workers from the
area, and this will boost the local economy andvery.

Because many infrastructure projects in low- andliore-income countries are
co-financed by international financial institutionisese institutions should make sure that
their regulations allow for an increase in laboontent in infrastructure development.
Readjusting the design, procurement and contractingdalities of such projects could
have a major effect on employment.
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13. Public works programmes

Core findings

m  Public investments in infrastructure are undoubtedly a powerful tool for creating jobs and boosting the
economy in times of crisis. Public works programmes complement this, and their advantages include the
fact that a higher percentage of resources can be spent on labour and different targeting mechanisms can
be applied.

m  Proper geographical targeting allows necessary resources to be channelled to the areas most affected.
Combined with categorical targeting (focusing on unemployed youth and women) and appropriate wage
setting, this often gives the best outcome in reaching the most needy groups of society.

m  While emergency public works programmes have been used widely and for a long time, there has recently
been significant innovation in the area of public employment. The range of forms of work undertaken has
changed. Public works programmes have been strongly associated with infrastructure and construction,
but this has been expanded with good examples of work in the social sector, environmental services, and
multi-sectoral community-driven programmes.

m  One of the main lessons learnt is that public employment programmes should be established when there is
sufficient fiscal space, enabling governments to scale them up in a timely and targeted manner in
response to a crisis. Secondly, a basic level of capacity and an institutional framework should be in place
to support public employment programmes, which will shrink and expand as economic conditions change,
shifting from a short-term perspective in the case of emergency public works, towards the medium- to
long-term perspective of public employment guarantee schemes.

As employment provided by the private sector hamrdhdramatically, adding to an
already growing employment challenge, it is inciegly recognized that the State needs
to play a much more active role in generating egyplent. This not only implies looking
at overall employment policy and strategy, and tat role in creating an enabling
environment for employment creation by the privagetor, but also at the role of the State
in the direct creation of employment — beyond theds of the public sector.

Public investments in infrastructure are undoulytedpowerful tool for creating jobs
and boosting the economy in times of crisis (seap@r 12). In addition, targeted public
employment programmes complement this, and theiargdges include the fact that a
higher percentage of resources can be spent omrlalbbese types of responses to the
crisis can complement each other to ensure apptepiargeting, and especially equitable
access so that both men and women benefit.

The main features of some large-scale public enmpémyt programmes that were
established before the onset of the financial <ramie described below, including the
National Rural Employment Guarantee Scheme (NRE@GShdia and the Expanded
Public Works Programme (EPWP) in South Africa. Bwelution of public employment
programmes in Latin America and the Caribbeanss ahalysed.

All these programmes have been set up in the béhaf they can effectively
contribute on the demand side of the labour maakedn active labour market instrument.
Through the analysis of public employment programineselected countries, an attempt
is made to answer the following basic questions:

— How were already existing public employment pamgmes adjusted to cope with
new crises?

— How many jobs were actually created (in comparisgth the number planned) and
at what cost?

—  What are the main challenges facing these pragesf

— How well targeted was this part of fiscal stiraipackages?
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—  What are the new developments in public employmergrammes?

Many public employment programmes were designe@(df9, and new ones or
extensions of existing ones are being preparedcehéime need to draw lessons from
previous and ongoing public employment programneesjitimize the labour market
outcomes of such programmes.

Successful experiences

Expanded Public Works Programme in South Africa

The Expanded Public Works Programme (EPWP) in Séifriica uses public funds
to boost job creation and skills development natide, as an integral part of the fight
against poverty. In the first phase, 2004—-08,eated one million job opportunities in the
provision of infrastructure for basic services, iabservices (child care, and home- and
community-based care), environmental rehabilitateomd conservation and management.
One important feature of the EPWP is that thereevmer separate budgets for any of these
sectors. Funding for the programmes was consigtafithnnelled through the existing
budget mechanisms. Although the first phase of ER®WP was successful, the job
opportunities offered were of shorter duration tlaemicipated. The second phase of the
EPWP, launched in April 2009, aims at creating miates and training opportunities.
Under the second phase, about 500,000 job oppbtesinvere created by the end of 2009.
It is expected that every South African rand 1 iomll (ZAR) ($135,000) invested will
create at least five full-time jobs or 15 shortdimork opportunities per annum.

One of the innovations in the second phase of PM/E is the introduction of a wage
incentive for different government bodies to enega more job creation. The EPWP
wage incentive will be structured as an intergonental fiscal incentive that will allow
all provinces and municipalities to claim back atjpm of the wage cost of employment
created for the EPWP target group. The nationaégowent will provide ZAR50 ($6.75)
for every person-day of work created by the residengechnical or local implementing
agencies or government units, provided that pregfovided that workers were employed
and that the actual wage paid was between ZARSZARILOO0 per day.

The main challenge is to mobilize all the local gawments (provincial and
municipal) to commit to meeting their respectivepimgment targets. The target group
comprises all unemployed people willing to workte wage rate offered. It is anticipated
that the second phase of the EPWP will create 4lliomjob opportunities of 100 days
duration, including opportunities to acquire skillhe wage incentive of the second phase
will cost ZAR12.5 billion over the next five yeaf@ound $1.7 billion).

National Rural Employment Guarantee Scheme in India

The Government of India launched the National REraployment Guarantee Act on
2 February 2006. The Act guarantees 100 days ofayment in every financial year to
adult members of any rural household willing touwhskilled manual work at the statutory
wage. The aim is to improve the purchasing poweuddl people, by providing primarily
semi-skilled or unskilled work to people living bel the poverty line in rural India. The
target group thus comprises one adult member of rangl household willing to do
unskilled manual work in the context of public werkand mainly concerns the poorer
sections of the population, such as landless lavs@and marginal farmers.

Expenditure on NREGS has increased from 88.22hillndian rupees (INR) (around
$2 billion) in 2006-07 to INR269.8 billion (arour&b.6 billion) in 2008-09. Provisional
expenditure for 2009-10 is INR377.8 billion (aro$&i1 billion).
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The works carried out so far under the National dRuEmployment Guarantee
Scheme (NREGS) suggest that the basis is beinddaichising agricultural productivity
in the future. Water conservation, land developnaget drought proofing together account
for nearly four-fifths of all works; road connedtivconstitutes another 16 per cent.

The programme has expanded quickly: in 2006-07,d2@8e poorest districts were
covered of the total of 619 districts (907 milliperson-days of employment generated,
benefiting 21 million households), while in 2008--08ll districts were included
(2,163 million person-days of employment generateghefiting 45 million households).
Five months into the financial year 2009-10, 1,A@8ion person-days of employment
had already been generated, benefiting 39 millionskholds, a remarkable achievement.
Women constituted 49.5 per cent of all persons imgrin 2009-10, which is well above
the original 30 per cent target.

The above figures show that such a programme caity e&ct as a buffer during
crises. In fact, because of the severe drough0@92the government extended the scope
of employment from 100 to 200 days per year in @ight affected districts.

The main challenge remains the implementation dppat village level. Given the
massive scale of the programme, it is importanhtoease such capacity by appointing
and training more functionaries.

Public employment programmes in Latin America and
the Caribbean

Although public employment programmes have been less during this crisis than
in other crises that occurred in Latin America #mel Caribbean over the past few decades,
they do play an important role in many countries.

For instance, Mexico had a temporary employmengiammme even before the crisis,
and this was modified and expanded in the lighth&f current climate. The changes
included extending the territorial coverage (tolude urban areas) and increasing the
volume of resources invested and the number ofeplaovered. Between January and
December 2009, 729,616 men and women benefited tinenprogramme. In most cases,
the project duration is shorter than the maximuxnnsonths allowed. The operating rules
of the programme set the percentage of the budgpet for labour at 65 per cent, while 28
per cent is allocated for machinery and materiatel 7 per cent for administration and
assessment. This ensures a balance between théoneeghnel a high percentage into the
workforce to make an impact on the labour marketinduthe crisis, and the use of
materials and equipment to ensure that high-quaditiks are produced.

Chile has also opted for direct job creation, ald Bcaled up programmes that
existed before the crisis. In June 2009, 41,605pleeavere participating in direct
employment programmes, compared with 25,222 insdmee month of 2008. The most
important programme, Investment in the Communiggoants for around half of the
beneficiaries.

Targeting

Programmes to increase public employment face exingdis in reaching the intended
beneficiaries. Different targeting mechanisms carapplied alone or combined, such as
geographical, categorical and self-targeting.

In Chile, the Unemployment Contingency Programmeluithes a geographical
targeting mechanism, so that when an area’'s ungmmglot rate exceeds 10 per cent,
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resources from the fund are automatically allocatedfinance additional places on
employment programmes. In addition, the Labour Rtempent has developed a rapid
monitoring system that assesses the labour situatiemall and medium-sized communes
for which the National Employment Survey does nowjule reliable unemployment data.

Geographical targeting is the approach most fretipersed, as it allows necessary
resources to be channelled to the areas mostedfeCombined with categorical targeting
(focusing on youth, women or other special needsigg), this often gives the best
outcome.

There is a debate about self-targeting, concetiegamount of the benefit paid. Self-
targeting by means of offering conditions and reemation that are less attractive for
people already working elsewhere has played amtakeole. This would also limit the
risk of distorting the labour market. Self-targetimppears particularly attractive in
countries with weak institutional capacity to idgnbeneficiaries. However, self-targeting
may drive wages downwards and result in remunerabielow what people need to
survive.

Many women participate in public employment prognaes, especially when work is
part-time and pay is relatively low. In Chile, fexample, around 80 per cent of the
beneficiaries of the direct emergency employmeatiion programme Investment in the
Community are women. That rate is much higher tin@nrate of female participation in
the Chilean workforce as a whole.

Youth-targeted employment programmes

The employment prospects of young people are higlelgsitive to the current
recession. Young people, as new jobseekers wilh ¢it no work experience, are the least
likely to be offered jobs. Even young people in @gobs fear they may lose them, if the
common practice of “last in, first out” is followed

There is considerable scope for youth-orientedaies, connected directly to the
new opportunities for employment created by theshis packages. National strategies to
improve the employment prospects of young peopézinie be linked to the demand side
of the labour market. One way to do this is toude in the specifications of public tenders
for the new infrastructure projects a focus on yppeople’s access to employment and
skills transfer, and to invite enterprises to psgwgouth workforce development strategies.

Lessons learned

Despite some inherent weaknesses, direct emploympegrammes nonetheless
complement the increase in investment through eggoliblic investment channels and
help countries to tackle the consequences of treesdior the labour market. Regular
investments and public employment programmes ateatiy supportive.

While emergency public works programmes have bessd wvidely and for a long
time, there has been significant innovation in #nea of public employment in recent
years. The range of forms of work undertaken hasgéd. Public works programmes
have been strongly associated with infrastructurd eonstruction, but this has been
expanded with good examples of work in the so@a&kar, environmental services, and
multi-sectoral community-driven programmes.

Most well known and large-scale public employmerigoammes have benefited
from experience gained over many years from prevgimilar schemes in their respective
countries. New countries embarking on public emplest programmes in response to the
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financial crisis should not be discouraged if tesuits are not immediately what they
expected.

Ensuring satisfactory and balanced performancehentwvin objectives of social
protection and asset creation is challenging, eslhedecause programmes are often
implemented in contexts in which institutions aadhnical capacities are weak. Setting up
and operating long-term public works programmesthwor without a guarantee of
employment, requires a combination of adequateuress, appropriate management
structures, effective planning and administrativ@cpsses, and adequate technical inputs.

As the employment crisis continues more countrié$ @onsider implementing
programmes that lead to direct employment creatiois. important to learn from other
programmes, and adjust the programme design tepgeific conditions encountered in
the country concerned. From an analysis of expeei¢m date, it seems clear that:

—  Public employment programmes should be estaldislten there is sufficient fiscal
space, enabling governments to scale them up imelyt and targeted manner in
response to a crisis.

— A basic level of capacity and an institutionanfrework should be in place to support
public employment programmes, which will shrink aedpand as economic
conditions change, shifting from a short-term pecsipe in the case of emergency
public works, towards the medium- to long-term perdive of public employment
guarantee schemes.

— Formats and data should be harmonized, and pnoyaitoring and evaluation
systems should be established to qualify and dgyaheé beneficiaries, so as to know
whether they fit the profile of the intended targepulation.

—  Public employment programmes should not substebéished employment norms,
and any special provisions should be designedeaterdecent employment and abide
by basic labour legislation.

— In order to avoid confusion in implementation,bjim employment programmes
should have a clear and well communicated objectind the different components
of the programme should all support the main object
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Appendix |

Work-time adjustments as crisis response measures in selected G20 countries

Country No. of participating No. of participating Wage supplements Links to training Time limits Financial outlays
workers enterprises/ sectors
Canada '
Work-sharing m Asof Sep. 2009, more m 5,827 company work-  m Paid directly to the m Employers and m The duration of a work- ~ m Funding: Social security
programme than 165,104 sharing agreements employee. employees sharing programme must (the extension of the work-

employees compared
to figures showing that
27,000 workers were
participating in work-
sharing in January
2009.

were in place as of
mid-Sept. 2009.

m Work units for the
programme do not
have to include all
employees in a
company, but should
include all employees
who perform similar
functions. Work units
must have a minimum
of two workers.

m The benefits payable are
based on the employee’s
normal average weekly
earnings, as calculated at the
start of the agreement.

m The work-sharing benefit
payable is based on the
reduction in normal weekly
earnings and the normal
weekly employment
insurance (El) benefit.

m The basic benefit rate is
55 per cent of a worker's
average insured earnings up
to a yearly maximum
insurable amount of $42,300.
This means the maximum
payment through EI will be
$447 per week.

m Employers are required to
continue to cover employee
benefits such as health
insurance and cannot reduce
the hourly wages of
employees.

encouraged to look for
opportunities to include
formal or informal
training activities into
the scheduled work-
sharing days.

The training activities
can focus on
upgrading the skills of
employees to meet
forecasted skill needs
to support the
employers recovery
plans; to prepare
workers for upward
mobility within the
company as business
returns to normal; or in
the worst case
scenario, to prepare
the workers for jobs
outside the company
should the downward
trend in the business
continue.

be a minimum of six
weeks.

m Normally, the maximum
duration of work-sharing
agreement will be 26
weeks. In exceptional
circumstances there is a
possibility of up to 12
weeks extension to this
time frame.

m As part of Canada’s
Economic Action Plan,
the Government has
extended work-sharing
agreements by 14 weeks
to @ maximum of 52
weeks (1 February
2009). This extension is
in effect until 3 April
2010.

sharing period is being paid
by central budget).

m |tis estimated that the total
cost for the new work-
sharing criteria (in effect
until 3 April 2010) will be
approximately $200 million
over two years (or $100
million per year).
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Country No. of participating No. of participating Wage supplements Links to training Time limits Financial outlays
workers enterprises/ sectors

France

Chomage partiel m During the last quarter  m Particularly vulnerable  m Subsidy paid to the m The employer is m The partial m Funding: central budget.
of 2008, close to industries, such as the employer. The benefit is then required to offer unemployment m According to the
146,000 employees textile, garment, and paid by the employer along workers an individual agreement for amendments effective from
were participating in auto industries. with regular wages. The meeting to discuss employees who are 2009, the maximum budget
the chémage partiel m Some companies — employer does not have to training options or working fewer than the to accommodate the

scheme, which was
three times more than
during the previous
quarter.

® |n the second trimester
2009, 319,000 persons
were participating in
this scheme. The
Ministry of Labour,
Employment and
Vocational Training
forecasted 500,000-
600,000 people being
partially unemployed in
2009.

m All employees are
included: part-time
workers, temporary
agency workers and
those on fixed-term
employment contracts,
if their employer has a
decrease in sales of at
least 50 per cent in
case of short-time
work.

such as the car
manufacturers PSA
Peugeot Citroén and
Renault — have rolled

out 100 per cent wage
allowance schemes, [
funded by a range of
sources, including co-
funding by

management in the

case of Renault. -

pay any contribution to the
social security system for
their contribution for the
short-work remuneration
wages.

The employee receives for
hours not worked at least 75
per cent of their gross wages
(which is about 90 per cent of
net wages).

Employers receive a fixed
subsidy per employee work-
hour reduced from the
French national Government.
This allowance is €3.84 per
hour for enterprises with one
to 250 employees and €3.33
for those with more than 250
employees.

The company will receive an
additional allowance from the
State for the first 50 hours
(€1.90 an hour) and then
from 'Unédic up to the limit
for partial unemployment
hours (€3.90). This
allowance supplements the
special partial unemployment
allowance.

employment reviews
during the period of
partial unemployment.

m [ncreased access to
training for short-time
workers with various
combination of training
schemes and partial
unemployment period
or a combination of
multiple jobs with
partial unemployment
period (to maintain an
adequate level of
salary for workers).

legal number of hours
over a long period will
last for a minimum period
of 3 months and a
maximum period of 12
months (since March
2009).

Maximum duration: 800
hours per employee in
most enterprises (1,000
hours in some
particularly vulnerable
industries, such as the
textile, garment, and
auto industries).

Companies must
maintain the positions of
the affected employees
for twice the length of
time mentioned in the
partial unemployment
agreement.

provisions of the
programme was €150
million in 2009.




20p’[eUIISBINI0d UOID8]01d [2100S pue JuswAojdwI mainey 029

66

Country No. of participating No. of participating Wage supplements Links to training Time limits Financial outlays
workers enterprises/ sectors
Germany
Kurzarbeit m |n May 2009 the m By May 2009 the Paid to the employer viathe ~ m Reduction of 50 per m Short-time work m Funding: Social security.

programme
participation reached a
preliminary maximum
of 1.52 million
employees.

m All types of employees
are included:
temporary agency
workers, and workers
on a fixed-term
employment contract,
if their employer has a
decrease in earnings
of at least 10 per cent.

programme had been
introduced in more
than 60,000
establishments.

= Around 200,000 (18
per cent) of the
employees receiving
short-time work
allowances are in the
car [automotive]
industry, with over
150,000 (14 per cent)
in engineering and
another 150,000 (13
per cent) in other
metal-based
manufacturing.

employee: The German
Government fully reimburses
the employer for those hours
not worked.

Wage supplements available

cent in employer social
contributions for
companies with short-
time workers in
training.

for all workers covered by the m Companies that offer

social security system with a
loss of at least 10 per cent of
their gross monthly earnings.

For those hours that
employees are not working,
they receive payments
(Kurzarbeitergeld) equal to
67 per cent of the normal
wage one dependent child
and 60 per cent for those
without dependent children.

In addition, the German
Federal Employment Agency
covers half of their social
security contributions for the
first six months of Kurzarbeit
and 100 per cent thereafter.

The Federal Employment
Agency will pay the
employers’ social insurance
contributions for 2009 and
2010.

their employees
training opportunities
during the short-time
working period receive
additional financial
support.

m This additional support
ranges from full
funding (and support
for transport and
childcare costs) for
training that will lead to
a recognized
qualification for
workers who do not
already have one, to
partial funding (of
between 25 and 80 per
cent) of training for
those who are already
qualified.

programme will be
available until the end of
2010.

For all applications that
companies make before

the end of 2009, the
maximum period of
participation in the
programme (in respect of m
an individual application)

is 24 months.

The period of time for
which employees can
receive short-time work
allowances is normally
6 months regular terms,
or 24 months (extended
terms).

The fund used to pay
Kurzarbeitergeld is also the
source of some
unemployment benefit
payments. Some support
for training is also paid for
from the European Social
Fund.

The German Government
has budgeted €5.1 billion in
2009 on its short-time work
programme, which currently
replaces some of the lost
income of over 1.4 million
workers.
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Country No. of participating No. of participating Wage supplements Links to training Time limits Financial outlays
workers enterprises/ sectors
Japan
“Japanese-style” m Data not available. m Factories of such m Employment Adjustment m Training is notincluded ® Maximum duration: m Funding: Social security.

of work-sharing

Agreement by
Government, workers
and employers

for the attainment of
employment stability
and job creation

major Japanese
companies as Toyota,
Nissan, Hitachi, and
Fuijitisu have reduced
their production and
capacity. This has
affected their
subcontractors, with
lowered wages and
increased holidays
spreading widely
throughout the
manufacturing sector.

as an essential
element.

Subsidy paid to the employer
to subsidize maintenance of
employment as
reimbursement: 80 per cent
for small firms, and 66 per
cent for large firms.

In addition, in 2009 the
Japanese Government
introduced the Subsidy for
Employment Maintenance
through Overtime Reduction
Programme. This
Programme provides direct
payments to companies
which: (1) reach agreement
with workers’ organizations
on the reduction of overtime
and develop an overtime
reduction plan; and

(2) maintain the employment
of fixed-term and temporary
agency employees working
in the firm over a one-year
period.

200 days in the first year,

300 days in total over
three years.

m The Government project for
the preservation of the
employment dedicates
1,500 billion yen
(€11.6 billion) to the
objective of employment
preservation.
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Country No. of participating No. of participating Wage supplements Links to training Time limits Financial outlays

workers enterprises/ sectors
Mexico
Programme for the m The scheme was m Until 1 Sep. 2009, m The amount of support per ~ m Training is not included m The validity of the m The Mexican Ministry of the
preservation of originally projected to 224 companies had bimonthly period is as an essential Programme was from Economy has allocated
‘t‘amploym,ent. . assist 500,000 workers been supported by 110 pesos per day and per element. Feb. to Sep. 2009 (it has 2 billion pesos
Paros Técnicos to remain employed Paros Técnicos. worker. not been extended to (approximately $150

(data on the actual m The specific amount is date). million).

number of programme
participants is not
available).

determined based upon
the following factors:

— the number of permanent
workers affected;

— the number of months
in which the temporary
changes in the working
conditions were made;

— the changes in
employment and sales
of the company.

m The maximum amount of
support per company is
5,100 pesos (approximately
$382) per worker.

The available funds
could be used until
Dec. 2009.
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Country No. of participating No. of participating Wage supplements Links to training Time limits Financial outlays
workers enterprises/ sectors

Netherlands

Part-time m Between Dec. 2008 Sectors: m In cases of part-time m The scheme is m The part-time m The temporary part-time

unemployment and 21 Mar. 2009, the  m Most part-time unemployment, firms pay half ~ accompanied by unemployment benefits unemployment scheme:

beneﬂ.t.s Ministry received unemployment benefits of the employees’ salary, training agreements of scheme was introduced Until June 2009, the

(Deeltijd-WW) 1,029 requests for are paid to workers in which is supplemented by an employees during the on 1 Apr. 2009, and allocated budget of

m The temporary
short-time working
regulation
(Werktijdverkorting
or WTV) was in
force from 1 Dec.
2008 to 21 Mar.
2009.

m The new regulation
for part-time
unemployment
benefits (Deeltij
WW) came into
force on 1 Apr.
2009 and it ended
on 23 June 2009
(after the entire
budget for the
measure was
spent).

m A new, more
restrictive part-time
unemployment
scheme was
introduced on
20 July 2009.

arrangements for
shorter working hours,
for a total of 810,339
working hours.

229 requests were
refused. A total of

849 applications were
granted which resulted
in 761,678 working
reduction hours.

m The number of
individuals on this part-
time unemployment
benefits rose from
3,600 in April 2009 to
10,000 in June 2009;
there were a total of
nearly 19,000
beneficiaries by the
end of June 2009.

m By the end of the third
quarter of 2009,
36,000 Dutch
employees were
participating in the
part-time
unemployment benefits
scheme.

enterprises in the
metal branch. In June,
the number of benefits
in this branch was
9,400, i.e. half of the
total number of part-
time unemployment
benefits.

m |n business services
and wholesale and
retail trade, the number
of beneficiaries was
2,600 and 2,500
respectively in June.
The most substantial
relative increase in
June (150 per cent)
was recorded in the
metal branch.

unemployment benefit of 70
per cent of the other half of
the salary, resulting in the
employee receiving 85 per
cent of their former total
earnings.

m The arrangement is based on
a reduction of total earnings
of 15 per cent. Unions may
be able to negotiate a higher
percentage.

m The amount of WW benefit:
generally depends on the
wage the worker was
receiving in the year before
he/she became unemployed.
The WW benefit that he/she
receives will be equal to 75
per cent of that wage for the
first two months and equal to
70 per cent of that wage in
subsequent months.

m Maximum WW benefit: The
amount of the WW benefit is
linked to a certain maximum,
namely the maximum daily
wage. A maximum daily
wage of €183.15 applies.

m WW benefits are available for
a minimum term of 13 weeks,
and can be extended to an
additional 26 weeks.

periods that they are
not working.

m The employer is
required to provide
training and education
for the employees
concerned during the
time they receive
partial unemployment
benefits.

m Employees participate

in training in the period

of non-work.
m Many of the 266

companies that applied

for eligibility under the
reduction of working
hours scheme have
initiated regular
training programmes.

ended on 23 June 2009,
when the entire budget
of €375 million had been
spent.

m A new, more restrictive
part-time unemployment
benefits scheme.

€375 million had been
spent.

m Since 20 July 2009,
employers can use the new
more restrictive partial
unemployment scheme.
The maximum budget for
the scheme has been
raised from €375 to
€950 million.
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Country

No. of participating
workers

No. of participating
enterprises/ sectors

Wage supplements

Links to training

Time limits

Financial outlays

Turkey

Short-time work and
short-time work
payment

m Until July 2009,
103,234 employees
have been employed
on short-time working.

m Until July 2009, the
Ministry of Labour and
Social Security has
accepted
1,024 employer
applications to
participate in the
programme.

m When working hours are
temporarily shortened, the
short-time payment will be
based on the reduced part of
the wage paid by the
employer.

m For 2008 and 2009, the daily
amount of short-time
payment was 60 per cent of
the gross earnings for the
last four months, taken as a
base rate for social insurance
contributions.

m The ceiling amount is 120
per cent of the minimum
gross wage and the ceiling
monthly amount is 799
Turkish lira.

® Training is not included
as an essential
element.

m Short-time working was
originally scheduled to
be applied until 30 June
2009.

m Then, it was decided by
the Ministry to extend the
short-time working period
by six months, expiring
on 31 Dec. 2009.

m Since the impact of the
economic crisis is still
showing its effects in
Turkey, the short-time
working period may be
extended for a further six
months.

m Data not available.
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Country No. of participating No. of participating Wage supplements Links to training Time limits Financial outlays
workers enterprises/ sectors
United States
Work-sharing m The total number of m Data not available. Paid directly to the Eligible employees m Currently, 26 weeks in Total STC payments for the
programmes and employees who are employee. may participate in an most States that have 17 US States that have
short-time ion receiving short-time Eligibility provisions for STC employer-sponsored existing work- existing work-sharing
compensation in compensation (STC) benefits vary by state, but in training programme to sharing/STC programmes were
17 States was 258,082 for the general employees whose enhance job skills if programmes. $387 million for the period
period from normal workweeks have such programme has from Jan.-Sep. 2009.
Jan.-Sep. 2009. been reduced by at least 10 been ’approved by the
per cent are potentially State’s employment
eligible. security agency.

m STCis calculated as pro-rata
share of a worker’s regular
unemployment benefits.

Notes: ! Sources: Service Canada. (2009): “Work-Sharing 2009”, at http://www.servicecanada.gc.ca/eng/work_sharing/index.shtml; Department of Finance, Canada. 2009. Canada’s Economic Action Plan: A Third Report to
Canadians. www fin.gc.ca/report-rapport/2009-3/capc2b-eng.asp 2009-09-28. Koelz, D. “Canada. Work-sharing: An Alternative to Layoffs”, unpublished ILO paper, 2009. 2 Source: Ministére du Travail, des Relations Sociales, de la
Solidarité et de la Ville. “Le chémage partiel”, www.travail-solidarite.gouv.fr/informations-pratiques/fiches-pratiques/chomage/chomage-partiel.html. 3 L'Unedic manages the unemployment insurance system in France. 4 Source:
www.pub.arbeitsagentur.de/hst/services/statistik/200910/iiia7/kurzarbeitd.xls. In addition, an ILO working paper on the use of Kurzarbeit during the crisis is currently in preparation. 5 ILO (2009): “Agreement by the Government,
Workers and Employers for the Attainment of Employment Stability and Job Creation” (unofficial translation of tripartite agreement) (Tokyo). 8 Galhardi, R. (2009): Mexico: Programa para la preservacién del empleo, Notas sobre la
crisis, OIT. 7 Van het Kaar, Robbert (2009): Tackling the recession: The Netherlands, ID: NL0907029Q, HIS, Eurofound, 13 July; ILO G20 Country Brief for the Netherlands, 2010. 8 Onaran Yksel, M. and Pammukkale, A. (2009):
Short-Time Working under the Labour Law, International Law Office, 8 July. USDOL, Employment and Training Adminstration (2009). Short-time Compensation (STC), unpublished data,
2007-2009 Q3_1.xls. 10 Arizona, Arkansas, California, Connecticut, Florida, lowa, Kansas, Maryland, Massachusetts, Minnesota, Missouri, New York, Oregon, Rhode Island, Texas, Vermont and Washington State. New legislation
has been proposed in the Senate (S. 2831) to both expand work-sharing programmes in the 17 US States where they exist and help the other 33 States develop new programmes.
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Appendix Il

National public employment service (PES) responses to the global economic crisis

Country  Primary PES responses Related programme responses (directly implemented or supported by the PES)
Training measures Employment retention measures Self-employment assistance
Argentina = Strengthening the PES by equipping local m Offering youth vocational guidance, and B Subsidizing jobs for young, lower- m Providing counselling and financial
offices with wide connectivity access to work-related training skilled jobseekers support to young jobseekers to start a
make available the full array of labour business
market information m Unemployed are entitled to use
m Jobs units for youth unemployment insurance (single
m 10 additional local offices by the end of 2009 payment) as capital assets to start a
business
Australia = Folding seven employment services m Doubling budgets for training and B B
programmes into a “one stop shop” retraining for displaced and newly
m Tailored assistance for jobseekers retrenched workers
commensurate with their level of m Additional funds supporting
disadvantage continuation of the qualification of
m Immediate employment services to support laid-off apprentices and trainees
retrenched/laid-off workers, including access
to intermediation services through the
Employment Pathway Fund
Canada m Additional staff, extended hours of operation m Additional funds to respond to demand m Work-sharing programme extended to -

in employment insurance call centres

Targeted Initiative for Older Workers
provides a wide range of employment
activities such as skills training and self-
employment support

Targeted funding from the Youth
Employment Programme to enable more
employers in the not-for-profit sector hire
summer students

for programmes and training

Strategic Training and Transition Fund
provides funding to unskilled and low-

skilled individuals, whether or not they
qualify for employment insurance

Severance Investment for Training
Initiative entitles long-tenured workers
to invest a portion of their employment
insurance benefits for training

52 weeks duration

m Joint (Fed/Prov) Rapid Response
Action Plan to assist workers,
employers and communities affected by
mass lay-offs

m The Wage Earner Protection
Programme reimburses unpaid wages
and vacation pay when enterprise
declares bankruptcy
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Country  Primary PES responses Related programme responses (directly implemented or supported by the PES)
Training measures Employment retention measures Self-employment assistance
m Aboriginal Skills & Employment Partnership ® Employment Insurance and Training m Doubled tax relief provided by the
creating work for aboriginal people in key Incentive for long-tenured workers Working Income Tax Benefit to
economic sectors extended up to 12 weeks encourage low-income Canadians to
Apprenticeship Completion Grant to find and keep a job
assist apprentices become certified
China m Strengthening training, job placement and Implementing a vocational training m Counselling services to support self-
employment information services aimed at programme for migrant workers with employment
reinforcing the employability of jobseekers preference to youth
Germany = Expanding capacity of regular employment Training programmes designed for Increased the number of eligible -
programmes and services low-skilled and older workers have employees and the compensation for
® Increasing staff been expanded to other target groups reduced working hours. (Normally PES
covers 50 per cent of employer’s social
insurance premium; 100 per cent when
work related training is provided)
India m Continuing to restructure the national -
employment services including automation
of the employment exchange
Indonesia m Allocating additional resources to the Intensifying training programmes -
Ministry of Manpower to train the for the unemployed
unemployed and to acquire training
equipment and the renovate training centres
Japan m Additional staff in employment offices Enhancing vocational training for -

m Special emphasis on career counselling

and placement services

Using job-card system to compile jobseekers
data

Reinforcing the capacity to provide
employment placement services and
retention support for workers with disabilities

Providing guidance to employers to prevent
inappropriate dismissals

jobseekers e.g. the newly implemented
long-term training on care services
and IT
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Country  Primary PES responses Related programme responses (directly implemented or supported by the PES)
Training measures Employment retention measures Self-employment assistance
m Fund to support unemployed not eligible for
unemployment benefits on the condition they
participate in a training programme
®m Ten additional employment services centres
dedicated to supporting female jobseekers.
Korea, Rep. m Flexible measures enabling PES to recruit m Expanding customized job training m Reduced work-hours -
of temporary staff programmes m Subsidizing employers who allow
m Offering job experience and vocational m Increasing training programmes offered employees to take two or more
training to youth to vulnerable workers temporary leaves per month
m Easing eligibility requirements for Introducing employment promotion
unemployment benefits allowance to assist SMEs in their
m Public Employment Information Network search for workers
capable of integrating the job vacancy Broadening eligibility criteria and
database and information on the labour simplifying administrative rules for the
market employment retention subsidy
m Comprehensive employment support Training subsidy paid for employment
services for disadvantaged groups retention
Mexico m Increasing in the range of options offered by ~ = Training grants for unemployed and m Temporary support to the unemployed m Grants to encourage self-employment
National Employment Sevice in order to underemployed m Launching Technical Stoppages
include not only the unemployment Programme
population, but also the workers at risk of
losing jobs.
m  Emergency Temporary Employment
Programme, coordinated by the National
Employment Service, including a toll free
number to provide information to jobseekers
on current job vacancies
m Placing retrenched/laid-off workers in
temporary jobs
m Providing support to retrenched/laid-off
workers in the service sector
Russian  m Intensifying career guidance and job search m Providing access to training or -
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Country  Primary PES responses Related programme responses (directly implemented or supported by the PES)
Training measures Employment retention measures Self-employment assistance
Federation support internships for employees facing the
m Providing relocation/labour mobility risk of dismissal before contract
programmes termination
South Africam Additional resources to provide extended - - -
counselling services for retrenched/laid-off
workers
m Proposal to offer training to employees
indentified for retrenchment
Turkey m Increasing flexibility in procurement of m Offering vocational training to improve m Duration of Reduced Work-Hours -
services in active labour market individuals’ employability both during Compensation extended up to six
programmes and after the crisis months for affected staff
m Broadening PES mandate to offer vocational ~ m Providing training and rehabilitation
training in addition to recruitment services programmes financed with resources
allocated from the Unemployment
Insurance Fund
United m Allocating additional funds and staff to the m Strengthening pre-redundancy m |ncentives paid to employers to recruit m Assisting individuals to set up a
Kingdom PES for job search assistance and retraining support through Train to Gain and train unemployed people for more business by giving advice on creating

personalized counselling

Streamlining administrative processes to
better serve higher customer volumes

Extending Local Employment Partnerships
to cover the newly unemployed and the
“harder” to place.

The National Employment Partnership
encourages employers to advertise
vacancies through Jobcentre Plus, and
provide greater access to work-related
training through

Train to Gain

Job training or work placement for

18-24 year olds unemployed 12 months or
more

and Skills Hubs.

m Extra funding for training to reskill
unemployed people

m Subsidies to make available
apprenticeships for low-skilled workers
and to sustain employer’s investment in
training programmes

m Job search assistance for apprentices
at risk of redundancy in the
construction sector

than six months

m Doubling funds for Rapid Response
Service (RRS) to support employees at
risk of losing their job as part of a
significant lay-off

a business plan, and granting funds
for the first months of trading
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Country  Primary PES responses Related programme responses (directly implemented or supported by the PES)
Training measures Employment retention measures Self-employment assistance
m Introducing new services for sole support
parents to prepare them for paid work
m Promoting work-focused volunteering
options
United m Broadening unemployment insurance ®m YouthBuild education and construction - -
States coverage: extending duration, increasing training for disadvantaged youth

levels and expanding eligibility for benefits

Providing additional funds for training and
job search assistance

Competitive grants to stimulate green jobs
and jobs in high-growth sectors

Community service employment for older
workers

m Providing vocational rehabilitation
grants to help persons with disabilities

Notes: ! These terms also refer to displaced, redundant, dislocated or dismissed workers.
Sources: Addressing the Labour Market Challenges of the Economic Downturn: A Summary of Countries Responses to the OECD-EC questionnaire, OECD Background document, 2009. ILO Public Employment Services
Responses to the Global Economic Crisis, ILO-Employability and Skills Department files, November, 2009. ILO Survey for Assessing Country Employment and Social Protection Policy Responses to the Global Economic Crisis:
the G20 request to the ILO, ILO-Economic and Labour Market Analysis Department files. June, 2009. ILO-WAPES Survey for Assessing Public Employment Services Responses to Past and Present Economic Crises, ILO-
Employability and Skills Department, March, 2009. National Public Employment Services Presentations on Crisis Response of Public Employment Services: Operational Initiatives towards Sustainable Recovery, WAPES World
Congress, Dubrovnik, Croatia, 28-29 May, 2009. Various National Public Employment Services web sites.




