Chapter 5

COMMON EMPOYMENT POLICY

U

nemployment became a matter of serious concern for all the countries of the Community around the mid-1970s. Until then employment problems in the Community merely consisted of structural and regional imbalances in a general context of full employment. A series of very variable economic factors led to the rapid deterioration of the employment situation in the Community, viz.: the inflation and economic recession of the late 1970s and early 1980s, resulting from monetary and energy crises, lively competition from recently industrialised countries in Asia with cheap labour, a degree of saturation of demand in Europe for industrial goods and the evolution of the economy and of European companies towards a post-industrial stage. Many jobs thus became superfluous and disappeared. Others were created, but required new qualifications which most of the unemployed did not possess. At the same time, women, most of who had previously stayed at home, joined the labour market in force [see section 7.5].

Averaging more than 10% of the active population of the Member States (with important differences between them), in the beginning of the 21st century, the unemployment rate of the European Union is seen as its gravest social problem. The economic and social costs of this unemployment are enormous. They include not only the direct expenditure on providing social security support for the unemployed, but also: the loss of tax revenue which the unemployed would pay out of their income if they were working; the increased burden on social services; rising poverty, crime and ill-health. Special concern focuses on the lack of prospects for new entrants to the labour market, especially young people and women and for people excluded from regular work [see chapter 7]. Under the pressure of these problems was endorsed the employment strategy of the Union.

5.1. Institutional machinery for employment policy

Thanks to a levy system on the production of the industries concerned, the European Coal and Steel Community (ECSC) was better placed than the European Economic Community (EEC) to cope with the employment problems. Article 56 of the ECSC Treaty contained provisions on employment in the coal and steel industries. Useful lessons can probably be learned from experience gained with the ECSC, which has operated in exceptionally close association with the social partners and with co-financing redeployment aid for the workers losing their jobs from the industries concerned. This system has cushioned the social impact of tremendous job losses in these industries in the 1970's and the 1980's. After the expiry of the ECSC Treaty in July 2002, the ownership, management and destination of funds from the ECSC were transferred to the European Community, represented by the Commission
.

Unlike the ECSC Treaty, the EEC Treaty did not prepare the Community Institutions sufficiently to cope with the employment problems which started plaguing the Community since the mid-1970s. Of course Article 118 of that Treaty gave the Commission the task of promoting close cooperation between States in the social field with regard to employment inter alia. To do so, however, it could act, in accordance with that Article, only by making studies, delivering opinions and arranging consultations. The Commission has used and is still using those means, which were supplemented by the new means developed thanks to the EC Treaty [see sections 5.2 and 5.3]. 

In view of mutual information and coordination, the Commission set up a programme of employment statistics, and publishes reports on employment forecasts for each sector, based on national work and containing homogeneous quantitative data
. It keeps a continuous inventory of the measures taken in the countries of the Community to tackle the employment problems.

In collaboration with the national administrations, the European Commission has prepared an information system on employment policies - the European Employment Observatory - whose main task is to run a network between Member States and the Commission with a view to pooling information. The Observatory provides services to the public in the form of periodic publications and regularly updated databases. It also prepares comparative political analyses and tenders advice. In its current form the Observatory relies on three information networks.

· MISEP (Mutual Information System on Employment Policies) is a network of representatives of the national administrations responsible for employment in the Member States and the Commission. MISEP’s chief task is to exchange and disseminate information in the field of employment policies;

· SYSDEM (System of Documentation, Evaluation and Monitoring of Employment Policies) is a network of independent labour market experts (one per Member State) which produces comparative and thematic studies of employment policies and labour market policies throughout the EU; 

· RESEARCH is a high-level group that tenders advice on employment policy and labour market policy issues and produces assessment reports on the employment situation and on employability.

The Commission examines the information thus obtained, studies the trends which affect employment in the Member States and publishes reports and bulletins assessing the rapid changes currently taking place in the Union's labour market
. It communicates this information to the Standing Committee on Employment (made up of representatives of the Commission, the Council and the social partners at European level) to provide them with an opportunity of discussing the employment situation, the measures taken in each country and the coordination of employment strategy at Community level
. The main task of this Committee is to ensure that there is continuous dialogue, concertation and consultation between the Council, the Commission and the social partners in order to enable the social partners to contribute to the coordinated employment strategy and to facilitate coordination by the Member States of their policies in this field reflected in both the Employment Guidelines and the Broad Economic Policy Guidelines (BEPGs) [see section 5.2].

The Standing Committee on Employment should not be confused with the Employment Committee, made up of representatives of the Member States, whose main tasks are to monitor the employment situation and employment policies in the Member States and the Community; and to formulate opinions at the request of either the Council or the Commission or on its own initiative, and to contribute to the preparation of the Council proceedings referred to in Article 128 of the EC Treaty
.

5.2. The employment strategy of the Union

On the basis of Article 118 EEC, which enjoined it to promote a close cooperation among the Member States in the field of employment without having recourse to formal legislation, the Commission, in the 1980s, led the Council adopt guidelines for a Community labour market policy
 and a series of Community Resolutions and programmes in the field of employment. These Council Resolutions aimed at:

· a Community action to combat unemployment
;

· the promotion of employment for young people
;

· combating unemployment amongst women
;

· the contribution of local employment initiatives to combating unemployment
;

· action to combat long-term unemployment
;

· promoting the integration or reintegration of women into working life
; and 

· assisting the long-term unemployed
. 

Despite their non-compulsory character, these Resolutions have had some practical effects. Thus, the Resolution on the promotion of employment for young people gave rise to many initiatives of the European Social Fund, whether measures in favour of young people establishing undertakings (companies, businesses), innovative practices on the part of undertakings or aid for the integration of disadvantaged young people. The Resolution on long-term unemployment led to a job creation programme being adopted for specific groups of long-term unemployed (ERGO). Likewise, local job-creation schemes formed the subject of an important action programme for the local development of employment (LEDA) aimed at pinpointing and removing the obstacles to those schemes. The Commission also set up a system for exchanges of information for local employment initiatives (ELISE) and a support programme for innovative local or regional job creation schemes (SPEC). 

On the basis of these last experiences, the Commission presented in a communication the elements of a European strategy for encouraging local development and employment initiatives (LDEI)
. These are viewed in terms of local projects calling for a legal and financial partnership between the public and private sectors and geared to meeting new needs such as, home-help services, child care, assistance for young people facing difficulties, cultural heritage, crafts and tourism, waste management, protection and conservation of natural areas. The proliferation of LDEIs has created a major dynamic impetus affecting the entire territory of the European Union and combining entrepreneurial spirit, employment and local diversity.

These first experiences of the Community could not, of course, by themselves combat unemployment on a large scale. In the 1990s it has become clear that reducing unemployment necessarily requires pro-active labour market policies. A radical new look is needed at the whole range of available instruments, which can influence the employment environment, whether these be regulatory, fiscal or social security incentives. The educational system, labour laws, work contracts, contractual negotiation systems, the social security system and business management form the pillars of the "employment environment" in each Member State and combine to give each of them a distinctive appearance. According to the subsidiarity principle, the vast bulk of these measures should be for individual Member States to decide upon in responding to their diverse national situations. However, the Union can and must play an important role by: firstly, providing a forum where a common broad framework strategy can be agreed; and secondly, by underpinning national measures with complementary financial support through the European Social Fund.

The EU Treaty sets among the objectives of the Union, mentioned in Article 2 (TEU), that of promoting economic and social progress and a "high level of employment". The new Title on Employment of the EC Treaty urges the Member States and the Community to work towards developing a coordinated strategy for employment and particularly for promoting a skilled, trained and adaptable workforce and labour markets responsive to economic change (Art. 125 TEC). To this end, Member States must regard promoting employment as a matter of common concern and must coordinate their action in this respect within the Council (Art. 126 TEC). The Community must encourage cooperation between the Member States, support and, if necessary, complement their action (Art. 127 TEC). The European Council should each year consider the employment situation of the Community and adopt conclusions thereon, on the basis of which the Council should draw up employment guidelines, consistent with the broad guidelines of economic policies, which the Member States should take into account in their employment policies (Art 128 TEC). The Council, under the co-decision procedure with the Parliament, may adopt incentive measures designed to encourage cooperation between Member States and to support their action in the field of employment through initiatives aimed at developing exchanges of information and best practices (Art 129 TEC). Indeed, a Council decision aimed at: fostering cooperation in the field of employment as regards analysis, research and monitoring; identifying good practices and promoting exchanges and transfers of information and experience; and developing an active information policy [Decision 98/171, Annex 5.2.1].

An extraordinary European Council on employment took place in Luxembourg on 20 and 21 November 1997. It enacted the definition, as from 1998, of guidelines for employment and placed emphasis on harnessing systematically the common policies of the Community in support of employment. In adopting the 1999 employment guidelines, the Council set out the subsequent procedures for monitoring the application of the guidelines by the Member States
. These guidelines help the Member States to devise their own strategies, while preserving the four-pillar structure established in 1998
: improving employability, i.e. giving unemployed people and workers in general better opportunities to find work, with the emphasis on suitable training; developing entrepreneurship; encouraging adaptability; and strengthening equal opportunities policies for women and men. By mid-June, each Member State must submit to the Council and the Commission a report concerning the implementation of the previous national action plan and describing the adjustments made to this plan in the light of the changes introduced by the current employment guidelines. By the end of the year, the Council adopts guidelines for the Member States' employment policies for the next year and publishes a recommendation on the implementation of employment policies in the Member States
. The Commission monitors the employment strategy pursued by the Member States and publishes an annual report on employment rates considering how each Member State could help to achieve the goal of raising employment rates as an objective of economic policy. The Council has provided a legal basis for Commission activities forming part of the European employment strategy, concerning analysis, research, cooperation and action in the field of employment
.

Going a step further in the coordination of employment policies, the Cologne European Council (3 and 4 June 1999) adopted a European Employment Pact aimed at a sustainable reduction of unemployment. The European Employment Pact embodies a comprehensive overall approach bringing together all the Union's employment policy measures, which support and mutually reinforce one another. In the broad economic policy guidelines (BEPGs), the Member States and the Community agree annually on the main elements of their economic policy [see also section 5.1]; in the employment guidelines the Member States and the Community agree annually on the main elements of the coordinated employment strategy; in the macroeconomic dialogue (within the framework of the ECOFIN Council), information and opinions of the relevant Community institutions and the social partners are exchanged in an appropriate manner concerning the question of how to design macroeconomic policy in order to increase and make full use of the potential for growth and employment.

The Lisbon European Council (23 and 24 March 2000) [Annex 2.2.2] agreed to a strategic goal to be pursued over the first decade of the 21st century, with the aim of boosting employment, economic reform and social cohesion within the framework of a knowledge-based economy. The three key elements of this strategy are geared to: preparing the transition to a knowledge-based economy and society by means of policies tailored more to the needs of the information society and research and development, stepping up the process of structural reform to boost competitiveness and innovation, while completing the internal market; modernising the European social model, investing in people and combating social exclusion; and sustaining a healthy economic outlook and favourable growth prospects by applying an appropriate macroeconomic policy mix. Implementation of the Lisbon strategic goal involves: fixing guidelines for the Union combined with specific timetables for achieving the goals in the short, medium and long terms; translating these European guidelines into national and regional policies; and periodic monitoring, evaluation and peer review.

Drawing on lessons learnt from five years of implementing the Lisbon strategy, the European Council in March 2005 decided on a fundamental relaunch. It agreed to refocus priorities on jobs and growth coherent with the sustainable development strategy, by mobilising to a greater degree all appropriate national and Community resources. With the European Employment Strategy being seen as a key component of the Lisbon agenda, the Commission promotes a new generation of employment guidelines entailing three overall objectives (full employment, quality and productivity at work, cohesion and an inclusive labour market) focusing on the following priorities: active and preventive measures for the unemployed and the inactive; making work more worthwhile; fostering entrepreneurship to create more and better jobs; transforming undeclared work into regular employment; promoting active ageing; developing and reinforcing immigration policy; promoting adaptability in the labour market; investing in human capital and strategies for lifelong learning; fostering gender equality; supporting integration and combating discrimination in the labour market for people who are at a disadvantage; and addressing regional employment disparities
. Responding to the invitation of the European Council, the Commission made proposals for the application of the open coordination method in the field of social protection in the framework of the Lisbon strategy
.
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