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Public-service employment programs
In selected OECD countries

Public-service employment programs play an important role
In many oecb countries; they may be the only effective way
to aid those among the long-term unempl oyed

who are less skilled and less well educated

T he enactment of the Personal Responsibil-
ity and Work Opportunity Reconciliation
Act in 1996 transformed the U.S. welfare
system into a work-based one. The Act requires
most recipientsto either find work or lose welfare
benefits after not morethan 2 consecutive yearson
welfare. Many former welfare recipients are find-
ing jobs in the private sector; one study of nine
States found that between 50 percent and 70 per-
cent of former welfare recipients are working.
However, anumber of expertshave highlighted two
potential problems: thelow employability of those
remaining on welfare and the negative impact of
an economic downturn on the ability of many wel-
farerecipientsto find jobs. An articlein one publi-
cation asks whether today’ s welfare success could
be tomorrow’s crisis and expresses concern as to
what will happento former welfare recipientswhen
the jobs dry up and the safety net provides limited
support for the jobless poor.?

The possibility of afuture job crisis for those
coming off of welfare has prompted numerous re-
searchers to examine the job creation potential of
public-service employment programs.® Research-
ersat the Jerome L evy Economics|nstitute of Bard
College suggest establishing a program whereby
the Federal Government would “buy” all unem-
ployed labor at afixed wageand “sell” it—that is,
allow the program’s labor force to be reduced—
when the private sector needslabor and offersthose
workers a higher wage.* The Center on Budget
and Policy Prioritiesin Washington, bc, examined
public-service employment initiatives in a num-

ber of States and cities and devel oped a check-
list to help guide community |eaders preparing
to launch new public job creation initiatives.®
And in a study of public-service employment
in the United States, researchers from the
Kennedy School of Government of Harvard
University concluded that “ public service em-
ployment and mandatory work programs can
provide a legitimate way out of the dilemmas
one faces when jobs are scarce but the public
and policymakers want to insist on work.”®

While recent U.S. experience with large-
scale Federal public-service employment pro-
gramsis limited (the last significant effort to-
ward that end was the Comprehensive Employ-
ment and Training Act (ceta) program in the
1970s and early 1980s’), a number of coun-
tries from the Organization for Economic Co-
operation and Devel opment (oecp) have main-
tained such programs as an important labor
market policy tool over the past two decades.
This article examines trends in public-service
employment programs in several European
countriesin which programs of that nature con-
tinue to be, or in the past few years have be-
come, one of the main labor market tools for
moving thelong-term unemployed into employ-
ment.

Recent U.S. experience

With the enactment of the 1996 Acct, public-serv-
ice employment programs have increased their
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numbers in the United States. Welfare reform has permitted
States to use their Temporary Assistance for Needy Families
block grants to create wage-paying, publicly funded jobs for
individual swho meet State-stipulated eligibility requirements.
In addition, the new Federal welfare-to-work grants program,
administered by the Department of Labor, can be used to fund
public-service employment programsto help movelonger term
welfarerecipientsinto unsubsidized employment. Whileanum-
ber of States are experimenting with various forms of public-
service employment, their effortshave been limited.® It has been
estimated that every month 35,000 recipientsof Temporary As-
sistance for Needy Families are employed in someform of pub-
lic work, virtualy all in New York and Wisconsin. The figure
representsjust over 1 percent of the more than 3 million fami-
liesin the Temporary Assistance for Needy Families program
as of June 1998.°

OECD experience

While the general trend over the past few years among some
member countries of the oecp isaway from public-serviceem-
ployment programs, such programs continue to be an impor-
tant tool in helping countries assist the most disadvantaged
elements of the labor market. The most recent oecp data show
that the average oecp-wide expenditures on public-service
employment programs as a percentage of gross domestic prod-
uct (cpp) and as a percentage of all active labor market pro-
grams'® were 0.14 percent and 15.70 percent, respectively. (See
table 1.) However, some oecb countries place a greater em-
phasis on public-service employment than do others. Belgium,
Denmark, Finland,®* France, Germany, Ireland, the Nether-
lands, and Sweden have consistently devoted alarge share of
their eop and their labor market program budget to public-
service employment programs. Until 1994, Switzerland's pro-
gramwas minimal, but in recent yearsit has steadily increased,
and it now accounts for amajor share of the country’s active
labor market programs. (See table 2.)*2 Spending on public-
service employment programs in these nine countries aver-
ages 0.29 percent of cpp and 22 percent of expenditures on
activelabor market programs. By way of comparison with the
U.S. experience, at itspeak, infiscal year 1979, ceta expendi-
tures on public-service employment (the Title /11D and Title
VI programs) amounted to approximately 0.23 percent of cbp
and accounted for more than one-half of the entire ceta bud-
get.®® If every unemployed person in the United States were
provided with a job paying the minimum wage in 1999, the
total annual cost spent on public-service employment would
be about 0.64 percent of epbr. That isagood deal lessthan the
relative amount Belgium spent on its program in 1985 and
only alittle more than it spent in 1996 and thereafter.

A review of the literature evaluating these countries' pro-
grams showsthat, while public-service employment programs
have not been effective in reducing the general level of adult
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unemployment, they appear to help severely disadvantaged
labor market groups stay economically active, and they can
be effective as part of an overall strategy against social ex-
clusion.’* An examination of labor market policy in Belgium
and the Netherlands provides agood perspective on both the
contributions and the limitations of such programs.

Of the nine oecp countries relying most heavily on pub-
lic-service employment programs, Belgium has consistently
had one of the highest unemployment rates (seetable 3), while
at the same time devoting a higher percentage of its cop and
activelabor market program resourcesto public-service em-
ployment (seetable 1). The Netherlandssimilarly had arela
tively high unemployment rate in 1985, yet its relative pub-
lic-service employment expenditurethat year wasbarely one-
twentieth that of Belgium. Today, the Netherlands has the
lowest unemployment rate of the countries examined in this
article, whileitsresources devoted to public-service employ-
ment programs increased from 0.04 percent of cpp in 1985
t00.43 percent in 1999. Most analysts attribute theimprove-
ment in the Dutch labor market to wage restraint and the
widespread creation of part-time jobs;'® analysts attribute
Belgium’s continuing high unemployment rate to an inflex-
ible wage formation process, high nonwage labor costs, and
high levels of employment protection.’® Neither country re-
lies on public-service employment programs as its primary
mechanism to influence the unemployment rate. Instead, both
Belgium and the Netherlands use such programs to address
therelated problems of ahigh incidence of long-term unem-
ployment and low employment rates. In 1999, long-term un-
employment (that is, for aperiod of morethan 12 months) as
a percentage of the unemployment rate measured 60.5 per-
cent in Belgium and 43.5 percent in the Netherlands,*” while
the employment rate (in full-time equival ents) remained low
in both countries, by oecp standards: 59 percent in Belgium
and 57 percent in the Netherlands.®® Both of these problems
result from the slow outflow of prospective workers from
unemployment and social welfare programs, and together they
are known as the “ stock aspect” of the unemployment prob-
lem. One explanation for the existence of this phenomenon
isthe long duration of unemployment insurance benefits. In
Belgium, workers can receive benefits indefinitely, and in
the Netherlands, workers can receive them for up to 5 years.
Moreover, those 5742 years of age are entitled to receive ben-
efits until they retire. Not surprisingly, both Belgium's and
the Netherlands' share of epbp devoted to passive labor mar-
ket programs, primarily unemployment insurance benefits, is
very large—indeed, double the oecp average. (Seetable 1.)
Both countriesusetransitional jobsin the public sector asan
alternative to continued dependence on income transfers.

In recent years, a number of countries have introduced
new initiatives aimed at moving the long-term unemployed
into jobs through public-service employment programs. For
example, amajor goal of Germany’s 1998 Alliance for Jobs



Strategy istwofold: (1) to prevent abuildup in long-term un-
employment by opening up job creation programs for those
who have been unemployed for at least 6 months, rather than
12 months, and (2) to place greater emphasis on job creation
measures carried out within the public sector. Belgium intro-
duced two new programs in 1998: the Progression to Work
program and the “ Smet” jobs program, a Federal measure
designed to employ recipients of unemployment benefits or
social assistance in newly created jobs in the private sector.
In both, the worker continues to receive an unemployment
benefit or social assistance payment while working in a sub-
sidized job. Other new activation initiativeswith public-serv-
ice employment componentsinclude Denmark’s Labor Mar-
ket Reform of 1998, which requires earlier “activation” of

the long-term unempl oyed through training or actual public-
service employment, Finland’s new combination jobs subsidy,
which provides, among other things, |abor market support plus
an employment subsidy, and France's New Start program,
which targets those threatened with labor market exclusion
and refers them to labor market services, including public-
service employment programs. Ireland’s direct job creation
programs have almost tripled between 1991 and the present.
The Netherlands’ Offer for All Strategy offerstraining, work
experience, or jobs within the first year of unemployment,
and Sweden’s new Public Temporary Employment program
and Resource Jobs program providejobsin the public sector.
Switzerland's public-service employment programs grew from
0.00 percent of cpp in 1985 to 0.19 percent in 1999. (See

I OFECD countries’ expenditures for public-service employment programs, active labor market measures,
and passive labor market measures
[In percent]
Public
Public Active service Pasive
service measures? employment measures?®
OECD countries* employment asa asa asa
asa percent percent percent
percent of GDP of active of GDP
of GDP measures?

AVErage .....ccooovvvicieieiiiieeene 0.14 0.80 15.70 1.25
Australia .... .06 .49 12 1.12
Austria.... .03 .52 6 1.20
Belgium .... A7 1.34 35 2.51
Canada ........ .05 51 11 99
Czech Republic .03 .19 15 .31
Denmark ........ccccoooviiiiiiiiiiein, .19 1.77 12 3.12
Finland ........ccoeoiiiiiiiiii .19 1.22 24 2.33
France ...... .19 1.33 14 1.80
Germany .. .33 1.30 25 2.12
Greece ...... .00 35 0 50
HUNGATY oo 13 40 32 58
Ireland ..o 63 1.66 38 2.42
ALY oo 06 1.10 5 64
JAPAN . .00 09 0 52
Korea ........ 21 49 43 19
Luxembourg . .00 30 0 67
MEXICO ..t .04 08 50 0
Netherlands ... .43 1.80 24 2.81
New Zealand .... .03 .62 5 1.57
Norway ...... .00 .82 0 A7
Poland .. .06 .49 12 1.71
Portugal ......cccoovieiiiiieeeee, 05 85 6 89
SPAIN e .09 .81 11 1.41
Sweden .21 1.84 11 1.70
Switzerland ...... .19 .70 27 1.07
United Kingdom .00 37 0 82
United States ..........cccccceevieeirnen. .01 17 6 25

1 Excluding Iceland and Turkey. those countries, are in boldface type. Portugal spent 0.05 percent of cor for
public-service employment in 1997, but the country’s expenditures for active
2 Active measures include public employment services, labor market train-  labor market measures are not available. Consequently, for comparison pur-
ing, youth employment and training measures, subsidized employment, and  poses, the 0.03 percent the country spent in 1996 is used.
employment programs for the disabled.
3 Passive measures include unemployment compensation and payments Source: oeco Employment Outlook, June 2000, “Statistical annex,” table
for early retirement due to labor market measures. H, “Public expenditure and participant inflows in labor market programs in
OECD countries.”
Note: Countries discussed in this article, as well as average figures for
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IE=1] (328 Direct job creation programs in the public sector, selected oeco countries, 1985 and 1996-99
Expenditures as a percent Expenditures as a percent of
of gross domestic product active labor market measures*
Country
1985 1996 1997 1998 1999 1985 1996 1997 1998 1999
Belgium ......ccooviiiinnns 0.79 0.56 0.48 0.47 — 58 38 39 35 —
Denmark ........ccccoveenene. 218 .20 .22 .21 .19 16 11 13 13 11
Finland .......ccccovvviiinn, .38 .53 .40 .30 19 41 31 26 22 16
France .......ccccoveveennne, .00 .22 .19 19 — 0 16 14 14 —
Germany .......cocceeeeeneene 12 .32 .26 .32 .33 15 22 21 25 25
Ireland .......ccooceeveiniinnn. .09 .63 — — — 6 38 — — —
Netherlands ................... .04 A2 .19 .39 43 3 8 12 22 24
Sweden .....oooceeieeniiennns 235 43 44 .39 21 15 18 22 20 11
Switzerland.................... .00 .16 .22 .19 — 0 29 29 27 —
1 Active labor market measures include public employment services, labor Note: Dash indicates data not available.
market training, youth employment and tra_mmg measures, subsidized employ- Source:  oeco Employment Outlook, 1992 and 2000; from oeco database
ment, and employment programs for the disabled.
on labor market programs.
21986 figure.

table 2.) These efforts have been supported by a number of
international initiatives, such as the European Union’s Ex-
perimental Action-Research and Project program to combat
long-term unemployment, the European Social Fund's pro-
gram to facilitate the reintegration of the long-term unem-
ployed into the labor market, and the National Action Plans
that have been devel oped as part of an effort to implement the
European Employment Strategy.’® The remainder of the ar-
ticle examinestrendsin public-service employment programs
in the aforementioned countries.

Guaranteed-employment programs

Large-scale national job creation programs that guarantee ei-
ther temporary or permanent employment have been an im-
portant labor market tool within oeco countriesfor many years.
While many of the countercyclical types of programs of the
1980s were scaled down or abolished, those targeted on the
long-term unemployed have remained. For themost part, early
efforts to address the problem of long-term unemployment
through public-service employment programs have proved un-
successful. Participants seldom learned marketable skills and
rarely moved on to jobs in the private sector.

Among the programs that were abolished or scaled back,
Denmark’s Job Offer program of 1977, which guaranteed 7
months of subsidized work in the public sector to those who
had been receiving unemployment benefitsfor 2%z years, was
abolished in 1994. Lessthan half of all people participating in
Job Offer found regular (that is, unsubsidized) jobs afterwards,
and a pattern of repeated circulation between long periods of
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receiving benefitsand shorter periods of performing subsidized
work emerged.?? Finland's 1987 Program of Guaranteed Em-
ployment sought to employ all of the long-term unemployed
(that is, those unemployed for morethan 12 monthsin the pre-
vious 2 years). The program had to be scrapped when unem-
ployment skyrocketed from 3.4 percent in 1990 to 17.7 per-
cent in 1993 and it becameimpossibleto marshal the financial
and admini strative commitments associated with the job guar-
antee the program offered.? Ireland’s early efforts to move
workers from public-service employment programs into the
private sector were not particularly successful. A survey of the
old Social Employment Scheme, introduced in early 1985,
found that only 18 percent of the participants were employed
18 months after completing the program.?? The Netherlands
created Labor Pools in 1990 to serve as a job of last resort
(for example, janitor, gardener, or streetcleaner) for jobseekers
who had been unemployed for more than 3 years. The pro-
gram offered permanent employment contracts to the unem-
ployed, who were then hired out to public institutions. How-
ever, the program suffered from deadwei ght and substitution
losses,? and few moved out of it. After thefirst 2 years, only
12 percent of program participants had terminated their con-
tracts. This low percentage led the Netherlands to develop
new public-service employment initiatives.* Sweden's
longstanding (established 1933) Relief Works aimed at en-
couraging the demand for labor, primarily in public-sector
services, by providing a job for a maximum of 6 months at
the prevailing market wagerate. Such jobs could be arranged
by central or local governments. Evaluations of this program
showed little effect, or even anegative impact, on the ability



of participantsto find permanent or temporary employment,
and consequently, Relief Works jobs diminished in impor-
tance during the 1990s. The program is now used primarily to
reestablish peopl€e’s entitlement to unemployment insurance
benefits.

Many other public-service employment programs continue
today, even though their effectiveness has been questioned
and they have often |led to the proliferation of subsidized jobs
with little movement of their participantsinto the regular la-
bor market. Belgium’'s Third Sector of Employment program,
introduced in 1982, created permanent jobsin the nonmarket
sector to satisfy needs that otherwise would not have been
met. These jobs proliferated, and by 1994, more than one-
third of public expenditures on labor market programs were
devoted to subsidizing 70,000 jobs in the public sector. Few
ever left the program for jobsinthe private sector.?® In France,
the main public-service employment program isthe Commu-
nity-work Contracts program, which provides part-time jobs
in the public sector for a period of 12 months, renewable to
24 months or even 36 months for people facing particular
labor market difficulties. Since the program began in 1990,
participation hasincreased greatly. The programisused prin-
cipally to make beneficiaries eligible once again for unem-
ployment benefits. On average, barely 18 percent of partici-
pants had ajob in the open labor market 1 year after leaving
the program. An evaluation of the program produced the rec-
ommendation that it be scaled back and include only benefi-
ciarieswith avery low earningspotential .2’ Germany’slarge-

scale subsidized work program, called Support for Job Cre-
ation Measures and established in 1991, isreserved primarily
for workerswho have been unemployed for 6 months or more
and isused torequalify them for unemployment benefits. Prior
to reforming the program in 1997, little training was associ-
ated with it, and because the work that was offered could not
compete with work offered by the private sector, jobs did not
provide real-world experience for program participants. Con-
sequently, the program was judged as being no more effective
than unemployment insurance programs in bringing people
back into the regular |abor market.?

Theineffectiveness of these programs has been attributed
toanumber of factors. First, those programswhich guarantee
asdlot in ajobs program by a specific time, such as Finland's
Program of Guaranteed Employment and Denmark’s Job Of-
fer program, seemed to reduce the incentive to look for ajob
and werethusunsustainable.® Second, public-service employ-
ment programsto satisfy public needs, such asthe Third Sec-
tor of Employment program in Belgium, tended to prolifer-
ate, and the provision of jobs soon became accepted as a ba-
sic public service that could never be ended. Third, job cre-
ation programsthat served mainly asameansfor requalifying
participantsfor unemployment insurance benefits (which was
the chief aim in the majority of the programs examined thus
far), resulted in the so-called carousel effect—the phenom-
enon whereby the long-term unemployed alternated between
spellsof receiving benefits and participating in the program.*
Fourth, job creation programs with no supportive labor mar-

IETJCICEN Standardized unemployment rates and incidence of long-term unemployment in selected OECD countries,
1985 and 1996-99
Standardized unemployment rate Incidence of long-term unemployment*
Country
1985 1996 1997 1998 1999 1985 1996 1997 1998 1999
Average, European
OECD countries ......... — 10.5 10.3 9.7 9.2 — 47.6 48.0 47.0 45.8
Belgium ........ccooovvvvenennn. 10.4 9.7 9.4 9.5 9.0 69.2 61.3 60.5 61.7 60.5
Denmark .......ccccovivennene — 6.8 5.6 5.2 5.2 38.5 26.5 27.2 26.9 20.5
Finland ........ccccooeeiinnnne. 6.0 14.6 12.7 11.4 10.3 21.1 34.5 29.8 27.5 29.6
France ........ccoeveviiiiinnns 10.1 12.4 12.3 11.9 11.3 46.8 39.5 41.2 441 40.3
Germany .......ccceceeeeenennens 37.2 8.9 9.9 9.4 8.7 347.9 47.8 50.1 52.6 51.7
Ireland .........coooeeiieniens 16.9 11.7 9.9 7.6 58 64.1 59.5 57.0 — —
Netherlands ..................... 8.3 6.3 5.2 4.0 3.3 58.7 50.0 49.1 47.9 43.5
Sweden ......ooceeeiieenieenene. 22.9 9.6 9.9 8.3 7.2 114 30.1 334 335 —
Switzerland ..........ccccoeeen. — 3.9 4.2 35 — — 25.0 28.5 34.8 39.8
* Unemployment for 12 or more months as a percentage of total unemployed. Note: Dash indicates data not available.
21986 figure. Sources:  oeco Employment Outlook, June 2000 and July 1989; oecp
3 West Germany only. Economic Outlook , December 1999.
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ket measures, such as job search assistance or training, often
did not improve the empl oyment prospects of the target popu-
lation. The pre-1997 Support for Job Creation Measures pro-
gramin Germany, Ireland’s Social Employment Scheme, and
Sweden’s Relief Works program are good examples.

Improved programs

On the basis of the experiences recounted in the previous sec-
tion, the countriesin question have worked to strengthen pub-
lic-service employment programs and their ability to move
the unemployed or welfare recipients into the regular labor
market. While many problemsremain, these programsare be-
coming more flexible, more targeted to local needs, and bet-
ter linked to other labor market services.

In pursuit of those ends, Belgium decentralized its employ-
ment policies, creating subregional employment committees.
In an effort to strengthen the program’s linkages to the regu-
lar |abor market, aguidance plan, or plan d’ accompagnement,
is available to poorly skilled persons who have been unem-
ployed for more than 10 months. The plan is followed by an
offer of ajob or vocational skills training. In addition, each
municipality has to create a Network of Local Employment
Agencies to register those unemployed for 3 or more years
and to assign these persons to jobs not existing in the regular
labor market (for example, household work, gardening, and
caring for sick people), for up to a maximum of 45 hours a
month. Some have criticized the program because it tends to
keep participants unemployed and encourages them to settle
into a culture of assistance. Asaresult, in 1998, the Network
of Local Employment Agencieswas modified so that its par-
ticipantswould receive an employment contract for anindefi-
nite period and would obtain awage instead of a supplemen-
tary allowance alongside their unemployment benefit entitle-
ment. In 1996, 91,000, or 2 percent of the labor force, were
registered in the program.s! Under the 1998 Labor Market
Reform legislation, the public employment service became
responsiblefor ensuring that “activation” offersenhanceone's
chance of finding ajob in the regular 1abor market. Asindi-
cated earlier, Belgium introduced two new job creation pro-
grams that year. The Progression to Work program seeks to
create additional jobs in the public and nonprofit sectors for
thelong-term unemployed, especially in cities suffering from
high unemployment. The “ Smet” jobs program creates serv-
icejobsinthe private sector that would not ordinarily be cre-
ated (for example, jobs to protect the environment) and that
do not crowd out or substitute for other jobs. Under both pro-
grams, employment contracts run from 1 to 3 years. Where
appropriate, supplementary training is provided to help the
participant get back into the regular labor market.

Denmark’slabor market reforms of 1993-94 gaveregional
labor market officials the authority to design and carry out
programsin line with local needs. Programsto “activate” the
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unemployed may taketheform of either training or poal jobs.
The latter are jobs created within the public service, includ-
ing environmental protection, cultural activities, education,
and social services. These jobs are limited to 3 years, and 90
percent of the cost of paying participants is refunded by the
State. Wages are set to equal unemployment benefits. Den-
mark adopted new labor lawsin December 1998 which stated
that those 25 or older and unemployed for 12 of the previous
24 months have the right—indeed, the duty—to take part in
active labor market programs. In addition, the public employ-
ment service became responsible for ensuring that its offers
to the unemployed enhance their chance of getting regular
employment. Denmark has also placed increased emphasis
on tailoring the activities offered to the needs of the unem-
ployed through an individual action plan.*

Finland has shifted its focus of active labor market poli-
cies from subsidized jobs to training. However, public-serv-
ice employment is still an important element of the country’s
labor market policy. Initiatives by the Government in early
1997 curtailed the possibility of a person’s requalifying for
unemployment insurance benefitsthrough participation in sub-
sidized job programs. Then, 1998 labor |egislation focused
subsidized employment on the needs of the long-term unem-
ployed, rather than as an instrument for the country to respond
to mass unemployment caused by economic recession. The
legislation also introduced a new combination subsidy con-
sisting of labor market support plus an employment subsidy.
The support is payableto associations, households, local gov-
ernments, and enterprises for a period of 12 months and is
intended especially to promote employment opportunitiesin
the service sector. In addition, jobseekers' skills are charted
during regular, fixed-term interviews, and a jobseeking plan
is developed.®

Under France's National Action Plan For Employment,
which began in October 1998, a New Start program was es-
tablished. New Start makes use of existing mechanisms and
increased resourcesto target those jobseekers threatened with
exclusion from the labor market. The goal isto offer all such
jobseekersa“new start” by 2002. Public-service employment,
an important element under New Start, is promoted through
two types of contracts: community-work contracts and con-
solidated-employment contracts. The community-work con-
tract program, described earlier, has been reformulated to fo-
cus more on those facing the greatest labor market difficul-
ties. In addition, any extension of the duration of a position
received under that contract is now linked to skills training
that will facilitate the jobholder’s movement into the regular
job market. The consolidated-employment contract program,
which is targeted at those facing the greatest labor market
difficulties, is being expanded within associations and local
governmental bodiesin order to meet unsatisfied community
needs. The contract now includesvocational orientation meas-
ures, the recognition of acquired skills, and the drawing up of



a list of occupationa skills. To implement these and other
labor market programs, public employment service resources
have been increased, with afocus on those facing the largest
labor market obstacles. In 1999, the community-work con-
tract accounted for approximately 425,000 jobs, whilethe con-
solidated-empl oyment contract accounted for approximately
60,000 jobs.*

Germany’s 1997 law reforming the Labor Promotion Act
provided for an increased emphasis on vocational training and
on-the-job training in the Job Creation Measures program.
Participants in the program can now spend 20 percent to 50
percent of their time on such activities. The objectives are to
establish a more explicit bridge back into the normal labor
market and to provide job search and reintegration services
to participants. A major goal of the 1998 Alliance for Jobs
Strategy isto prevent the buildup of long-term unemployment,
and public-service employment programs have been opened
for persons unemployed for at least 6 months rather than 12.
In 1998, municipalities were given wide powersto set up job
creation projects. The number of participantsin eastern Ger-
many increased from 177,000 in January 1998 to 442,000 in
November of that year. In areview of the German economy,
the oecp noted that these efforts to reduce the official unem-
ployment rate run the risk of making the programs a perma-
nent feature of the German economy, which would be detri-
mental to the development of the primary labor market. While
the oecp supports efforts to move recipients of social assist-
ance into the labor market, it warned that the new German
initiative to encourage local governments to place those re-
cipientsinwork may crowd out jobsin the primary labor mar-
ket. Of the 700,000 beneficiaries of socia assistancewho were
judged capabl e of working in 1997, local governmentsfound
or created work for some 200,000, of whom about a third
were employed under the Job Creation Measures program.®

In 1994, Ireland replaced its Social Employment Scheme
and several other employment creation programs with the
Community Employment program. This program provides
some 40,000 part-time jobs (about 3 percent of total employ-
ment) in more than 3,000 projects sponsored by public-sector
organi zations or community groups. One-fourth of these jobs
arereserved for persons older than 35 who have been unem-
ployed for more than 3 years, and the remainder are for per-
sons over the age of 21 who have been unemployed for more
than 1 year. Participants have an annual contract that is re-
newablefor up to 3 yearsand are paid an allowance set by the
Government in place of unemployment benefits. The program
hasimproved the job prospects of the long-term unemployed
by providing 20 days of training, in addition to work experi-
ence, inthose projectswith morethan 11 participants. In 1996,
36 percent of participants found jobs, while another 30 per-
cent received further training. A subsequent eval uation of the
program led to the recommendation that participants should
get more training outside of working hours and should not

stay in the program indefinitely, as some have done in the
past by taking a6-month break after completing asession and
then enrolling again.*

The Netherlands shifted the responsibility for integrating
the long-term unemployed into the labor market from the na-
tional Government to municipalities so asto be able to better
provide services that are most necessary and to tailor those
servicesto those who are in need of them. The 1996 program
on Additional Employment for the Long-term Unemployed
created 40,000 permanent new jobs, or “Melkert jobs,” named
after the Dutch minister of social affairs and employment.
Thesejobs, which can befilled only by peoplewho have been
unemployed for more than a year, are aimed at increasing
public safety, improving care for the disabled and the elderly,
managing the environment, and providing servicesfor groups
such as the homeless or youths at risk. The jobs are concen-
trated in the areas of highest unemployment (especialy the
four largest cities), are 50 percent funded by money saved on
benefit payments, pay minimum wages, and are for 32 hours
aweek (as opposed to the normal working time of 36 hours).
In 1998, 20,000 additional “Melkert jobs’ were created. Ef-
forts are being made to integrate education and training into
the program, give peopleworking in the program priority when
they apply for nonsubsidized jobs, and provide bonuseswhen
workers|eavethe program. Whilethere have been startup and
implementation problems (for example, insufficient coopera-
tion among institutions in charge of the programs and alack
of mativation on the part of participants or, even worse, their
total unemployability), these jobs may be the only way left
for some peopleto return to the labor market.®” Complement-
ing “Melkert jobs,” the Jobseekers Integration Act of 1998
brought together a number of subsidized employment pro-
grams and gave local authorities more freedom to offer cus-
tomized work in reintegrating the unemployed into the labor
market through the promotion of socially useful activitiesfor
the lower skilled jobless. Almost three-quarters of the jobs
created under the act were in the public sector or with non-
profit organizations, and only one-quarter werein the private-
market sector. Employment contracts are offered that com-
bine skillstraining with financial incentivesto return to regu-
lar work or that provide a long-term program consisting of
training, temporary placement in ajob to gain work experi-
ence, and, finally, placement into a regular job. The number
of employment contracts effected under the Jobseekers Inte-
gration Act is estimated to have been about 52,000 in 1998, a
figure that is expected to rise to 56,000 in 2001.%®

Sweden introduced anew form of temporary work experi-
ence programin 1993 to keep the unemployed in contact with
the labor market. This program, the Employment Develop-
ment program (known in Sweden by its Swedish acronym,
ALU), differsfrom Relief Worksin anumber of ways. Specifi-
cally, the work provided includes a training component, is
usually carried out by nonprofit organizations (such as trade
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unions and educational associations) and municipalities, and
would not have been carried out without a subsidy.* Under
the 1998 Resource Jobs program, public-sector employers
provide positionsfor long-term jobl ess people, who may still
collect unemployment benefitson the job. Participantsreceive
benefits, and employersare allowed to supplement the amount
of the benefits up to a maximum of 90 percent of the income
on which the benefit is based. The duration of a person’s par-
ticipation in the program is 6 months, and 10 percent of the
person’stimeis allocated to ajob search. Another new pro-
gramisPublic Temporary Employment, which provides pub-
lic-service employment for those unemployed persons over
the age of 55. The goal isto utilize their skillsto improve the
quality of work in the public sector. In addition to these pro-
grams, the Government has increased public-employment-
service resources in order to create individual action plans
for those who are at risk of long-term unemployment.*

As part of its unemployment insurance reform in 1997,
Switzerland made the continued receipt of benefits conditional
on participation in active labor market programs, primarily
work experience programs. Of the 235,000 personsin active
labor market programsin 1998, almost half, or approximately
8 percent of the total employed, were placed in temporary
employment slots supplied by the public sector.** While the
opportunities for training in the early stages of this program
were limited, in recent years the Government has placed an
increased emphasison training workersin public-service em-
ployment programs in order to assist them in integrating into
private-sector jobs. To help implement the new system, ana-
tionwide network of 150 regional placement officeswas cre-
ated. In addition, Switzerland ended the possibility of
requalifying for new benefit entitlements through participa-
tion in temporary work experience programs.*?

Trends

The more recent public-service employment programs have
become more effective for a number of reasons. First, rather
than randomly placing long-term unemployed workersin such
programs, countries are now assessing both the needs of the
unemployed and the local labor market and then developing
individual action plans. Negotiated between an unemployed
worker and a public-service employment officer, the plans
describe steps to be undertaken by both parties in order to
move the unemployed worker to eventual employment inthe
private sector. For example, Belgium's plans call for guid-
ance for poorly qualified long-term unemployed persons, fol -
lowed by ajob offer or training. Denmark requires that an
action plan bedrawn up for all those who are unemployed for
2 years, aimed specifically at getting them back into employ-
ment. France’'s New Start plan providesa*“ path” for thelong-
term unemployed that includes public-service employment,
and Finland updates jobseeking plans after the duration of
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unemployment reaches 500 days.

Second, and rel ated to thefirst reason, countries areincor-
porating skills training and assistance with job searches into
their public-service employment programs. For instance, Bel-
gium provides supplementary training under its Progression
to Work and “ Smet Jobs’ programs. Germany’s 1997 reform
encouraged training in its Job Creation Measures program.
Ireland’s Community Employment program hasimproved the
job prospects of the long-term unemployed by providing 20
days of training. In the Netherlands, the Jobseekers Integra-
tion Act includes a training component in job contracts.
Sweden’s aLu program includes a skills-training component
in public-sector jobs, and its Resource Jobs program allocates
time for a job search. Recently, Switzerland’s work experi-
ence program began placing agreater emphasison providing
training to workersin public-service employment programs.

Third, the role of the public employment service has in-
creased in importance. Belgium, Denmark, France, Sweden,
and Switzerland have all emphasized therole of the servicein
helping to ensure that public-service employment programs
are but an intermediate stop on the way to employment in the
regular labor market, and not the final destination. Finally,
public-service employment efforts have become morelocally
based, as evidenced by Belgium’sNetwork of Local Employ-
ment Agencies, the Netherlands' Jobseekers Integration Act,
which provides local officials with more authority to offer
work to the unemployed, and Sweden'’s efforts to give local
authorities more freedom to develop projects under the aLu
program.

Social enterprises

A number of countries are making increased use of small-
scalelocal or community-based programsthat are not entirely
distinct from the programs described in the previous sections.
These homegrown programs are aimed at generating employ-
ment in the “intermediate |abor market” via special “reinte-
gration enterprises,” or “community businesses.”* Sometimes
referred to as “social enterprises,” these structures are set up
for the sole purpose of moving thelong-term unemployedinto
the regular labor market. Their activity is conducted in the
public interest, and their main objective is not to maximize
profit, but to attain certain economic and social goals, such as
the end to exclusion of the long-term unemployed from the
labor market. For example, they may focus on devel oping new
social services for individuals and families or on improving
the environment. These kinds of social enterprises are an al-
ternative to more traditional job creation programs, and pre-
liminary dataindicate that they have been highly effectivein
selecting and training disadvantaged workers and then inte-
grating them into the regular labor market.*

In Belgium, different types of social enterprise operatein
each region of the country. In the Walloon region of southern



and southeastern Belgium, “training through work enterprises’
and “work integration social enterprises’ aim to reintegrate
the unemployed into thelabor market. In thewestern Flanders
region, two types of enterprise are prominent: (1) socia work-
shops provide employment to the most disadvantaged of the
unemployed through economic activity in a sheltered envi-
ronment (not to be confused with sheltered workshopsfor the
disabled); (2) work integration enterprisesare commercial es-
tablishments whose goal isto create lasting employment for
disadvantaged groupsin labor-intensive, “ socially beneficial”
activities. The “company with a social aim” became a new
legal form of business on July 1, 1996.%

France's Insertion through Economic Activity program,
which provides paid employment for those facing particular
social and occupational difficulties, has existed for the past
20 years. By 1993, there were some 14,000 participants in
temporary job creation and training programs in 560 reinte-
gration companies.*® A new law passed in July 1998 author-
ized the French public employment office to organize various
“insertion pathways.” For example, under the Insertion En-
terprises program, those belonging to disadvantaged groups
arerecruited to produce marketabl e goods and services under
a fixed-term contract of up to 24 months. The contracts can
be renewed twice. “Insertion enterprises’ are exempted from
paying the employer’s social security contribution for those
persons approved by the public employment office. In addi-
tion, these enterprisesreceive agrant of 50,000 french francs
(approximately $7,000) per year to achieve their aims. Other
programsare the School Workshops and Insertion Workshops,
which providework experiencefor personswith very low skills
through activities focusing on care for the natural or urban
environment.*

The German Work Integration Social Enterprises
(Beschaftigungs und Qualifiz erungsgesell schaften, or BQa's)
program funds legally independent, not-for-profit organiza-
tionswhosefunctionisto provide abridge for disadvantaged
groups between unemployment and the regular labor market.
Approximately 3,500 to 4,500 projects employ 75,000 to
95,000 participants. The Gesellschaften zur Arbeitsforderung
Beschéftigung und Strukturentwicklung are* employment and
structural development companies’ that had their origin in
1991 in the former East Germany. They provide a bridging
and training/retraining function for workers shed from State
enterprises following reunification. By 1995, there were 400
companies with some 155,000 participants.*®

Ireland defines social enterprises as those companies, co-
operatives, and associations that promote the social welfare.
A number of Government bodies—primarily the Ministry of
Health and the Enterprise and Employment Ministry—help
to financethe social economy sector.® Recently, the Govern-
ment decided to cut 5,000 places in its Community Employ-
ment program and shift the funds to more direct spending on
anew “socia economy” program.>

Inthe Netherlands, local communities are cooperating with
other organizations, such as welfare and volunteer organiza-
tions, in experimentsaimed at stimulating participationin un-
paid activitieswhile peopleretain their social assistance ben-
efits. The goalsareto prevent and combat social exclusion by
offering awork perspective to people for whom finding em-
ployment seems an almost impossible task. Another program
allows municipalitiesto experiment with programsto provide
socialy useful employment-related activitiesfor recipients of
benefits. More than 160 experimental projects have beenin-
troduced in 25 cities. Municipalities have directly organized
placements, worked with existing welfare and voluntary or-
ganizations, or created partnerships. The objectives of the ex-
periments are to prepare people to return to work and to pre-
vent social exclusion and isolation.!

Sweden also has utilized social enterprises as a means of
ending long-term unemployment. The Swedish Cooperative
Institute and the Swedish Institute for Social Economy exam-
ined the effect of the social economy on local employment.
The results show a positive impact on job creation in many
regions and lower rates of unemployment.>2

The benefits of the programs mentioned in this section are
that they cost less, servelocal communities' needs better, pro-
vide work experience closer to the “real economy” than is
typically the case in more traditional public-service employ-
ment programs, and often do a better job integrating skills
training with work experience. The problem with such pro-
gramsisthat they are often small and serve alimited number
of people. It is unclear what impact expanding them would
have on their effectiveness.

THIS ARTICLE HAS REVIEWED PAST ATTEMPTS by selected oecp coun-
tries to develop public-service employment programs. Prob-
lems associated with the implementation of these programs
have been identified and recent efforts to improve their ef-
fectiveness highlighted. Public-service employment programs
continueto be animportant component of labor market policy
in many oecp countries. A panel of experts representing 11
oEcD countries examined the effectiveness of measuresto as-
sist the long-term unemployed and concluded that the direct
creation of jobsthrough public-service employment programs
may be the only way to help many of the unskilled and less
well-educated long-term unemployed.® A recent review of
what works among active labor market programs reports that
public-service employment programs appear to be making a
comeback in some oecb countries, especially as part of a“re-
ciprocal obligation” on the unemployed in return for contin-
ued socia assistance benefits.> ]

Notes

1 Jack Tweedie and Dana Reichert, “Tracking Recipients After They
Leave Welfare: Summaries of State Follow-up Studies,” National Confer-
ence of State Legislators, based on paper presented at conference of Ameri-

Monthly Labor Review October 2000 39



Public-Service Employment

can Public Welfare Association and National Governors Association, Falls
Church, va, Feb. 26-27, 1998.

2 Aaron Bernstein, “Will Today’s Welfare Success Be Tomorrow’s Cri-
sis,” Business Week, Dec. 6, 1999.

3The term “public-service employment” refers to the public funding of
jobsin public or nonprofit agencies.

4 Dimitri B. Papadimitriou, Full Employment Has Not Been Achieved,
report no. 53 (Annandale-on-Hudson, Ny, The Jerome Levy Economics In-
stitute of Bard College, 1999); on the Internet at http://www.levy.org/.

5 Clifford M. Johnson, Checklist for Identifying Quality Work Sites for
Public Job Creation Programs (Washington, pc, Center on Budget and Policy
Priorities, 1999); on the Internet at http://www.cbpp.or g/12-23-99wtw.htm.

5 David T. Elwood and Elisabeth D. Welty, Public Service Employment
and Mandatory Work: A Policy Whose Time Has Come and Gone and Come
Again? (Cambridge, ma, Harvard University, Kennedy School of Govern-
ment, Mar. 6, 1999); ontheInternet at http://www.jcpr.or g/wpfiles/elwood-
welty.pdf.

7 Evidence regarding outcomes of ceTa’s public-service employment pro-
gram was mixed, and throughout the effort, the local delivery of Federal pub-
lic-service employment was beset with administrative problems. (See Robert
F. Cook, Charles F. Adams, and V. Lane Rawlings, Public Service Employ-
ment, the Experience of a Decade (Kalamazoo, mi, w. E. Upjohn Institute for
Employment, 1985).) Asaresult, since thosefindings, U.S. policymakershave
not given serious consideration to reintroducing large-scale Federal public-
service employment as a tool to combat economic recessions.

8 See Robert Rector, “Wisconsin's Welfare Miracle,” Policy Review,
March-April 1997 (onthe Internet at http://www.policyreview.com/mar 97/
rector.html), for agood description of the unique way in which that State is
using public-service employment to get people into full-time work.

9 Elwood and Welty, Public Service Employment and Mandatory Work.

10 All active labor market programs include public-employment services,
labor market training, youth employment and training measures, subsidized
employment, and employment programs for the disabled.

1 While subsidized public-service employment has been one of the pri-
mary tools for getting the long-term unemployed back to work in Finland,
the current view is that too much emphasis has been placed on it. Although
expenditures continue to be high compared with those of other oecp coun-
tries, public-service employment has been scaled back in recent years. See
“Active and Passive Labor Market Policiesin Finland,” Employment Obser-
vatory, Trends, no. 28, summer 1997, pp. 62—65.

12 Although Korea currently devotes considerable resources to public-
service employment, it had no such programs until 1998; for that reason,
Koreais not examined in this article.

13 The U.S. Department of Labor fiscal-year 1983 budget document
reports that in 1979 the budget authorized $2.5 billion for Title I1/11D pub-
lic-service employment and $3.4 billion for Title VI temporary employ-
ment assistance.

14 John Martin, “What Works Among Active Labour Market Policies:
Evidence From oecp Countries' Experiences,” oecb Economic Sudies, no.
30 (Paris, Organization for Economic Cooperation and Development, 2000).

15 Gunther Schmid, “ The Dutch Employment Miracle? A Comparison of
the Employment Systems in the Netherlands and Germany,” Employment
Observatory, misep Policies, no. 59, autumn 1997, pp. 23-31.

16 Economic Survey of Belgium (Paris, Organization for Economic Co-
operation and Development, 1997).

40 Monthly Labor Review October 2000

7 Employment Outlook (Paris, Organization for Economic Cooperation
and Development, 2000).

18 Economic Survey of Netherlands (Paris, Organization for Economic
Cooperation and Development, 2000).

9 Employment in Europe, 1999 (Brussels, European Commission, 1999).

2 The Public Employment Service: Denmark, Finland, Italy (Paris, Or-
ganization for Economic Cooperation and Devel opment, 1996).

2 Social Assistance Programs in Australia, Finland, Swveden and the
United Kingdom (Paris, Organization for Economic Cooperation and Devel-
opment, 1996).

22 Economic Survey of Ireland (Paris, Organization for Economic Coop-
eration and Development, 1997).

2 “Deadweight” means that the job would have been created, regardless
of whether the program existed. “ Substitution” means that the program par-
ticipant was selected for the job in place of someone who did not participate
in the program.

2 Economic Survey of the Netherlands (Paris, Organization for Economic
Cooperation and Development, 1998).

% Nigel Meager, with Ceri Evans, The Evaluation of Active Labor Mar-
ket Measures for the Long-term Unemployed (Geneva, International Labor
Office, 1998); on the Internet at http://www.ilo.or g/public/english/employ-
ment/strat/publ/etp16.htm. See also Anders Forslund and Alan B. Krueger,
An Evaluation of the Swedish Active Labor Market Policy: New and Re-
ceived Wisdom, Working Paper No. 4802 (Cambridge, ma, National Bureau
of Economic Research, July 1994).

2 The Public Employment Service: Belgium (Paris, Organization for Eco-
nomic Cooperation and Development, 1997).

27 Economic Survey of France (Paris, Organization for Economic Coop-
eration and Development, 1997).

2 Meager with Evans, Evaluation of Active Labor Market Measures.

2 LarsCamfors, “Active Labor Market Policies and Unemployment—
a Framework for the Analysis of Crucial Design Features,” Labor Market
and Social Palicies Occasional Paper No. 15 (Paris, Organization for Eco-
nomic Cooperation and Development, 1994).

30 Martin, “What Works Among Active Labour Market Policies.”

st “Active and Passive Labor Market Policies in Belgium,” Employ-
ment Observatory, misep syspem Trends, European Commission, Berlin, no.
28, summer 1997, pp. 10-14.

32“Third Phase of the Danish Labor Market Reform,” Employment Ob-
servatory, misep Policies, European Commission, Berlin, no. 65, spring
1999.

3 “Reforming Employment Office Services, Finland,” Employment Ob-
servatory, misep Policies, European Commission, Berlin, no. 61, spring
1998. See also National Action Plan for Employment, Finland (Berlin,
European Union, 1998); on the Internet at http//www.ias-berlin.de/ias/
links/links_en.htm.

% “The Struggle Against Exclusion: Employment Promotion Measures,”
Employment Observatory, miser Policies, European Commission, Berlin,
autumn 1998, no. 63. See also “France—National Action Plan for Employ-
ment,” Employment Observatory, misep Policies, European Commission,
Berlin, spring 1999, no. 65.

35 Economic Survey of Germany (Paris, Organization for Economic Co-



operation and Development, 1998).

3 Economic Survey of Ireland (Paris, Organization for Economic Co-
operation and Development, 1999).

37 Economic Survey of the Netherlands.

3 The Local Dimension of Welfare to Work: An International Survey
(Paris, Organization for Economic Cooperation and Development, 1999).

3 The Public Employment Service: Austria, Germany, Sweden (Paris,
Organization for Economic Cooperation and Development, 1996).

4 National Action Plan for Employment, Sweden (Berlin, European
Union, 1998, 1999); on the Internet at http//www.ias-berlin.def/ias/links/
links_en.htm.

“ The legal requirement that the activities of workers in subsidized
temporary employment programs not compete with the primary labor mar-
ket is the chief reason for the large number of workers participating in
public-service employment programs.

42 Economic Survey of Switzerland (Paris, Organization for Economic
Cooperation and Development, 1999).

4 Meager with Evans, Evaluation of Active Labor Market Measures.

“ Social Enterprises (Paris, Organization for Economic Cooperation
and Development, 1999).

4 |bid.

% Meager with Evans, Evaluation of Active Labor Market Measures.
47 “France—National Action Plan for Employment.”

“ Meager with Evans, Evaluation of Active Labor Market Measures.
4 Social Enterprises.

% Survey of Ireland.

51 “France—National Action Plan for Employment.”

52 Social Enterprises.

%8 “The Long-term Unemployed and Measures to Assist Them,” Labor
Market and Social Policy Occasional Paper No. 7 (Paris, Organization for
Economic Cooperation and Development, 1992).

5 Martin, “What Works Among Active Labour Market Policies.”

Monthly Labor Review October 2000 41



