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Thematic dialogue 7: Policy packages:
Active labour market policies

Active labour market policies (ALMPs) aim at avegilay-offs, easing the pathway
back to work for those who are displaced and, ineg&, reducing unemployment and
underemployment. ALMPs include a wide range of apphes to improve workers’
prospects of finding gainful employment or incregsitheir earnings capacity
e.g. matching workers to jobs, enhancing workerkillss providing employment
incentives, and targeting assistance to disadvadtgguth, persons with disabilities and
other groups typically disadvantaged in the labuoarket.

ALMPs help employers in general by building thellskbase of the workforce and
individual firms to find the workers they need. Vtere closely interrelated with so-called
“passive” labour market policies, such as incomppsut and other social protection
measures. Particularly in industrialized countritb&re is increasing effort to “activate”
these passive measures in order to enhance thgrahte of the unemployed and
underemployed into the labour market.

Main challenges

In developing countries, job loss, typically, does not result in largelscautright
unemployment. Instead, displaced workers move iotoback to, the rural and urban
informal economy to support themselves even if Wk they find is very poorly
rewarded. The agricultural sector sees a decreaggraductivity as it absorbs more
workers, reduced per capita income due to losswittances from urban and overseas
workers and increased pressures on family budgetsvakers return from urban or
overseas jobs but do not necessarily increaseyangibmes.

A similar story unfolds in the urban informal ecamg with more people finding
their livelihoods in work of low productivity andamings. If downturns are short, these
family and kinship connections provide respite Iuthi economy picks up and the cycle of
job creation resumes. If downturns become exterjdbdpss turns into increased poverty,
deterioration of skills, forgone education and rtnag opportunities, and risk of
deprivation.

Insufficient budgets and staffing for public empimgnt services constrain delivery of
basic employment services in good times, leavingiynaountries ill-equipped to meet
burgeoning needs and deliver innovative ALMPs dydrcrisis.

In developed countries, the recession is leading to job losses, reducadting time
and earnings, extended delays for young peopleyraadnter the labour market, and
pressure to reduce employment opportunities forramigworkers. Measures to avert
lay-offs entirely or to significantly reduce or dglthem can be win-win-win solutions for
workers, employers and their communities.
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Avoiding job loss means avoiding the social, ecoilcoamd psychological stress on
individual workers and their families and the detetion of their generic and specific job
skills. For employers, avoiding lay-offs means irgtay the ability to respond quickly to
improved economic conditions without the costs ioih and training new workers. For
communities, avoiding lay-offs means enabling famsiland businesses to continue
purchasing goods and services and thereby avegatine multiplier effect throughout the
local economy.

The costs of government support to avert lay-ofés affset by maintaining the tax
base, enabling communities to keep up public sesvand infrastructure that can attract
new business. A major challenge is to ensure tfextefeness of ALMPs, especially in
activating employment when labour demand is weak.

Patterns of response

Industrialized countries have usatifferent options to avoid dismissals and
unemployment. Subsidized reductions of working hours have besed, for example
“chdmage partiel” in France, “Kurzarbeit” in Gernyanand “Quatro per Quatro” in
Mexico. Temporary lay-offs have been used in sofmth® hardest-hit industries, where
factories have been shut until demand picks up.yWMREBCD countries have responded to
the crisis by establishing or expanding programmoesubsidize wages or reduce social
contributions, often as employment incentives tamgevulnerable groups (for example,
Australia introduced a new wage subsidy for empieyeho hire laid-off apprentices and
trainees). Social dialogue amongst all participasitan essential feature of any form of
work-sharing and temporary lay-off arrangements.

The current recession seems to be marked by m@jatwal shifts in markets and
technology. It is thus a period of both opportuniéigd necessity to invest iskills
development. Public—private partnerships can help businesséb wght financial
constraints to invest in training which will boosteir productivity as the economy
recovers. Investments in education and skills migyove the flexibility and employability
of workers who need to find new work. By linkingcome support, employment services
and skills development, there is an opportunityaise the future productivity of workers
and enterprises while at the same time assist auocatly vulnerable members of society
to remain in or to secure decent work.

As governments increase spending for infrastructedeication and health services,
and alternative energies as part of their econostiimulus packages or job creation
schemes, the skills needed in these sectors mdgckimg among those newly seeking
work. Public investment and service programmes ngedncorporate job training
programmes so that they succeed in generating leigtls of employment. Short-term
courses and on-the-job training will be vital t@ypent bottlenecks in implementing such
programmes.

In both developed and developing countrigsing people unable to find first jobs in
depressed labour markets are at risk of long-temamployment and social exclusion. A
combination of approaches can help young womennaen avoid these risks: targets for
hiring youth in public works and service projeatsge subsidies and other incentives to
potential employers, programmes to keep young gepkchool longer, public—private
partnerships to increase apprenticeship programandswork experience opportunities,
support for self-employment initiatives and mortemsive career guidance and job-search
assistance. Cost—benefit analyses of such programe®d to include social benefits such
as avoidance of unrest and social exclusion.

2 ILC98-CPI-TD7-Brief-En.doc



The basic purpose pliblic employment services (PES) in all economic climates is to
facilitate the adjustment of firms and individuédschanging labour market conditions. In
these challenging times, PES are trying to incr@gasematching services to help the larger
number of workers seeking jobs to find the jobg ttecome available, implement public—
private partnerships to boost investments in tnginiand work with employers and
workers to find mutually agreed arrangements forkesgharing. Some countries have
established mobile centres to take services dyréotlaffected workplaces, boosted both
job search and professional skills training, amkdd vocational and entrepreneurship
training. During the crisis, the ability of privatamployment services to monitor labour
market changes to be able to meet customer neatipramote codes of practice on
overseas employment and on stopping human trafficis of increasing importance.

Future policy development issues
and ILO support

What combination of ALMPs can be effective deperas countries’ overall
economic framework, labour legislation, labour nedrikstitutions and budget constraints.
Emergency ALMPs build on thaready existing policy and institutional framework. New
measures take time to become operational; theityricr on adjusting and expanding
existing policies and programmes.

The present crisis bolsters the argument that enmsoneed to have permanent, yet
adaptable, ALMPs, whose levels and structure vdtly the economic cycles in order to
enable workforce adjustment in a socially acceptalhy. The social partners have a
critical role to play in identifying and designirtge policy options. ALMPs can help
workers, employers and communities cope with thesequences of the crisis, but they
cannot cure its causes; hence they need to beulatdid in a comprehensive
macroeconomic strategy to stimulate and maintaipl@yment.

An ILO Emergency Services Matrix includes diagnostand advisory services for
employing ALMPs to confront the employment crisigddor improving the capacity of
labour ministries. A guide on country-level rapidmoyment impact assessments is under
preparation as a tool for building up an adequatenty-specific knowledge base to
inform decision-making in times of crisis.

The ILO conducts PES assessments with ministriegldatify concrete ways to
improve capacity to deliver and monitor the impaCALMPs. The ILO works with the
World Association of Public Employment Services (RES) to collect and share good
practices and tools for crisis response.

* * %
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