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Preface

As part of the research and studies carried ouéwtige Labour Administration and
Inspection Programme (LAB/ADMIN), the aspect of tiede of social partners play in the
governance of the Public Employment Services ircet countries of the European
Union is not new. The debate around this topicasoming even more important in the
light of the current effects of the economic crid#oreover, such a debate has to do with
the wider debate on the role that labour administmaunderstood in its widest meaning,
plays in making sure that public employment sewvitection in an efficient manner.

Dr. Timo Weishaupt analyses the various experieaoeslooks more specifically at
the recent trends and challenges in this areaethde an effort to respond to changing
labour market conditions, many public employmentises undertook a restructuring of
the operations, taking advantage of new technatpgenpirical evidence and policy
perspectives in order to enhance their performameehis regard, the social partners play
a key role with a view to better accompanying theent transformations and making sure
that public employment services, full componentsuay labour administration, achieve a
better coherence when implementing employment igslic

The hope is that this paper would inspire furtledlection on this subject and would
be helpful for government, workers and employeraal$as academics and researchers.

Many thanks go to Ms. Caroline Augé for her asastan formatting this document.

Giuseppe Casale
Director
Labour Administration and
Inspection Programme
(LAB/ADMIN)
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Abstract

Public Employment Services (PESs) are importanbracin the fight against
unemployment and social exclusion. They differ, begr, greatly in their governance
forms, also and especially when it comes to thelirement of the social partners, i.e.
representatives from employers’ associations doolilaunions.

This paper offers in-depth insights to the waysvliich PESs are governed in four
European countries: Austria, Denmark, Germany damal Wnited Kingdom. Special
attention is placed on recent changes in governahegole of the social partners, and the
response to the crisis of 2008.

The paper shows that Austria has retainedn@dus operandiof strong social
partnership and mutual trust, while the Germanespkcially Danish systems have seen a
gradual decline of social partners’ influence orSRfevernance, partially as governments’
of the political right and left increasingly seek ddvance their direct steering capacity.
The British case remains driven by a market-origénfriblic-private partnership model,
without any institutionalised role for the sociarimers.
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1. Introduction

The global economic and financial crisis that haartted most of the industrialized
world since 2008 has — once more — made painfydjyaeent the crucial importance of
effective Public Employment Services (PESs) in miming social hardship and getting
economies back on a track of recovery. PESs nagt pridvide financial assistance to
workers without jobs, but are also critical playarsnatching vacancies with jobseekers,
equipping workers with the skills they need to sectin rapidly changing labour markets,
and often also function as the “employer of thé tasort” through the organization of a
“second labour market” (direct job-creation schem#ee facilitation of short-time work
schemesKurzarbei), or the provision of employment subsidies to §rwilling to train or
hire disadvantaged workers. Tackling labour magkeblems is a concern not only for
governments, but also for employers (who need ddfiole and skilled labour) and labour
unions (who seek to protect their members and waKing class” more generally). Not
surprisingly, the so-called social partners, orgadiin peak-level employers/business and
workers’ organisations, are — in one way or anothewolved in PESs’ decision-making
and policy implementation procedures. The papes #sk& question, how does the social
partners’ involvement look like in a variety of cdties and how has it changed, also and
especially in the context of the crisis? Answerithgs question requires taking the
following steps: first, a historic overview estahles the context by succinctly reviewing
the origins of PESs and briefly describing the n&éps in their evolution; and second, an
in-depth analyses of four country cases followsecmg the developments of roughly the
past decade. The focus of these sections lieseirdéscription of the PESs’ governance
systems, the depiction of the role of the sociatrea, a review of the most important
institutional changes, and a brief review of therdoy’'s reaction to the financial crisis.
The paper concludes with a short summary of thdirfgs.

2. Historic Origins: From Labour Exchanges
to PESs

The history of public employment services is clgdeiked to both “class conflict”
and “social partnership”. When unemployment wast fiecognized as a “phenomenon” in
the mid-1800s, the newly organised trade unionskfjuibecame critical actors assisting
“their” workers with job searches, and even prawidrelief during spells without work
(through union-run unemployment insurance progras)m€oward the end of the 19
century, many businesses also began to set up uflabrchanges”, not only to fill
vacancies, but also as an instrument in the onggolass warfare (as strikes could be
broken, wage pressures alleviated, etc.) (Nies82,19. 93ff). At this point in time,
national governments rarely addressed unemployment in gsigraatic way. However,
local authorities were pioneers in the organizatibflabour exchanges”, thus establishing
the first “public” employment services (PESs). Argadhe first were the German cities of
Dresden and Leipzig that established such officegaaly as 1840 and 1844 respectively
(Schmid, Wiebe, & Oschmiansky, 2005, p. 269). éngly, many of the “public” local
exchanges that were set up during the latter Hatfie 19" century in (mainly southern)
Germany — and subsequently also Austria and Swedeere organized in &ipartite
fashion, i.e., they included the formalized andtaystic influence of both workers and
employers representatives (Niess, 1982, p. 119).

In Belgium, where the union movement was well disthbd by the end of the 19
century, a new “mixed” form of “public” and “uniorun” systems was first advanced. In
1901, the public authorities in the Belgian city@lient decided to financially support —
rather than run — the uniongbluntary unemployment insurance (Ul) schemes (Vandaele,
2006, p. 649). It was at this time that the “Ghgygtem” of workers’ protection — i.e., a




voluntary insurance system, administered by lahoions and subsidised by the state —
was established. Ghent's novel approach quicklgapracross Europe to cities such as
Milan, Amsterdam and Strasbourg over a period déwa years (Heclo, 1974, p. 70).
France was the first country to establishation-wide Ghent-like system in 1905, while
Norway (1906), Denmark (1907), the Netherlands §).9&inland (1917), Belgium (1920),
Luxembourg (1921), Switzerland (1924), and Swéd&a34) followed suit (Alber, 1982,
p. 28).

In Great Britain — and thus Ireland, which was tetbecome independent — the
central government set up its own purslgte-runlabour exchanges after in-depth visits to
Germany (especially Berlin) (cf., Price, 2000). Whihe social partners did not play a
formal role in the organisation of these labourcaf$, the labour unions operated offices in
addition to, and separate from, the state-run edfiand were allowed to offer
supplementary unemployment insurance packagegioniembers.

Over time, especially during World War | and therigdiate post-war era, a cross
country consensus gradually emerged thetional labour market administrations were
needed (to mobilize workers during the war years @nreintegrate returning soldiers),
and that cooperation with thsocial partnerswas welcomed (to “internalise” class
conflict). This consensus was then formalised withissuance of the International Labour
Organization’s (ILO) second Convention conclusimfs1919, where Member States
committed to establish “a system of free public Eiyyment agencies under the control of
a central authority. Committees, which shall ineluépresentatives of employers and of
workers, shall be appointed to advise on matterceming the carrying on of these
agencies” (ILO, 1919, p. Article 2).

During the first decades of the ®@entury, most countries not only established
national PESs, but also ministries for labour andficial affairs with a remit to device
labour market policies and to monitor and guidedperations of PESs were created. After
the devastation of WWII, most of Europe experienagukeriod of rapid economic growth
and technological innovation throughout the 1954s,era, which is often dubbed the
“golden age” of the welfare state (Huber & Steph@@®1). During this time, welfare state
policies and unemployment insurance were expandetioth coverage and levels of
compensation. Moreover, full employment, as enmsein ILO Convention 88 of 1948 —
and reaffirmed in ILO Convention 122 of 1964 — bmeanot only a rhetorical ambition,
but also an immediately attainable goal for mosintes. The expansion of active labour
market policy (ALMP) then reached a new climax dgrithe 1960s, when the OECD
effectively spread Swedish ideas about “active mamp polices” throughout the western
world, policies that would be delivered by empovieaed modernised public employment
services (Rothstein, 1985, p. 153). By the 1970g, tise of ALMP was formally
introduced through legal acts across all indusseadl nations, while fully functioning,
well-resourced, tripartite PESs were the norm Imo&ldemocratic Europe, including for
instance Denmark, where nationsilbejdsformidlingerreplaced the union-run offices in
1969, Ireland, where the National Manpower Serwvies established in 1971, or Britain,
where the government created the Manpower Ser@ossmission in 1973 (Weishaupt,
2011).

By the mid-1980s, when information and communicatiechnology was radically
advanced, computers introduced, and skills demandsorkers began to change, not only
through the emergence of service sector jobs, mat #tarough an increasingly global
division of labour, PESs began a new phase of nmimiion, largely driven by the

! Sweden'’s late introduction is based on the Comgimey government’s reluctance to introduce such
a scheme on the national level. The establishmérmt oational Ul system, however, followed
quickly after the Social Democrats assumed powa®BR (Wadensjo, 2009).




philosophy of New Public Management (NPM). One tre hand, the 1990s were
characterized by PESs shifting from systems basedn@anagement by regulation” to
“management by objectives” (cf., Larsson, 2001)isTihove was often accompanied by
attempts tadecentralizePES governance and thus improve local flexibiltyd by efforts
to reorient PES staff toward embracing a new “austoorientation” and private business
management mentality (Weishaupt, 2010b). On therdtland, many governments also
sought to increase external competition in the isiom of services, especially with regard
to skills training. Another important step towardomm “competition” included the
abandonment of long-held placement monopolies e sagencies, which allowed new
private sector actors to enter the market and ‘lansed” PESs to modernise. In 1997, the
ILO then adopted the Employment Agencies Conventi@l (ILO, 1997), which
formalised the end of the PES monopoly for placegnsenvices (Phan-Thuy, Hansen, &
Price, 2001, p. 152). In some countries — most prently Australia — the government
entirely contracted private (profit and non-profencies to provide all labour market
services and to pay out benefits (Tergeist & Grail®s, p. 43).

Given the rapid developments of PES modernisatimguestion arises, what role is
there left to play for the social partners? Aredbeial partners an asset in the fight against
unemployment and social exclusion, or are they seera hindrance to the effective
operation of market mechanisms? This question kbl assessed by offering careful
insights — based on an analysis of primary and ey sources as well as about 20
expert interviews — into four Western PESs inclgdifustria and Britain, i.e. two
countries with opposite trajectories (the estahtisht of the social partnership norm in
Austria during the 1990s and the abolition of slogartnership in Britain in the late
1980s), and Denmark and Germany, i.e., two couwnthat have undergone a massive
restructuring of the PESs, reforms driven by a reenght coalition government in
Denmark and by centre-left coalition governmenBarmany.

3.  Four Country Cases

3.1. Austria: The Basics 2

Shortly after the end of WWI, the Austrian PES weeated as a network of bipartite,
social partner-run local offices that operated uritte supervision of the Ministry for
Social Support (cf., Wilk, 1991). However, in 1938g new authoritarian government
ended the social partnership approach by replabmgocial partners with public officials,
while the National Socialists (Nazis) subsequentiylly “streamlined” - or
gleichgeschaltet all offices when they annexed Austria into tHard Reich. After the
end of World War I, thistate-runstructure — i.e., a PES fully integrated into aistry
for employment affairs — remained relatively undesh for many decades, even though
the government included the social partners in gwmce issues through advisory
committees (cf., Lechner, Reiter, & Wilk, 1993).€e/AMSoperated as a “one-stop centre”,
responsible for the administration of unemploymiasurance (but not social assistance
pay-outs), job placement and counselling, and ¢fiermal to active labour market policies
for all jobseekers. Only in 1994, the Austrian PESbeitsmarktservice AMS was
separated from the ministry and “re-launched” gsilalic service enterprise, created under
the Public Employment Service AcANISG. With the creation of théMS the entire
governance structure of the Austrian PES changedl andeep “culture of social
partnership” was established.

2 This section draws in part on interviews conduaadhe phone with the BMASK, AMS, WKO,
IV and AK.




3.1.1. Labour Market Policy Governance Structures:
Social Partnership “all the way down”

Austria is a federal country. For that reason, AlMdS is comprised of a three-tier
governance structure including national headquarfiecated in Vienna), nine regional
offices (one in each of the nine federal statesamdei), and 99 local PES offices. At the
national level, théAMSis headed by a two-membBpoard of Directors (Vorstand.’ The
Vorstand acts as an “executive body” and runs the dailyratpens of theAMS The
Vorstandserves, however, two “principals”, including (aRBMASK which has the legal
oversight over the PESand (b) theAdministrative Board (Verwaltungsra), which is the
AMS’s “legislative body”. The Administrative Board costs of nine full members (plus
deputies and substitutes) at the national levekettrepresentatives from the federal
ministry (one from the finance ministry and two rfrothe BMASK, the so-called
Regierungskurie)and three employee and employer representatads @hus, the social
partners — the trade unionSgterreichischer Gewerkschaftsbui@GB) and the workers’
chambers Arbeiterkammer AK), as well as the Austrian Federal Economic Chamber
(Wirtschaftskammer, WKO and the Federation of Austrian Industry
(Industriellenvereinigung IV) — are not only represented in equal parts witthie
Administrative Board, but effectively hold a majgriAlmost all of the Board’s decisions
are taken, however, unanimously. This may resudtt imes — in a long, deliberative
process as compromises and common positions habe tound, but in the end, the
decisions are supported by all sides, which endbks smooth implementation.

The BMASK Minister, in turn, formulates the government’s broad arohdi and
thus “predefines” the direction of labour marketipgo The AMS i.e., the Board of
Directors and the Administrative Board, then tratesithese broad guidelines into annual,
specific targetS.Occasionally, the Minister may give more detailastructions to the
AMS This occurred, for instance, in 2006 when theegoment asked th&MSto train an
additional 10,000 metal workers as part of its Ildications offensive”
(Qualifizierungsoffensiyé These specific requests remain, however, the ¢xceand the
programme was fully supported — after some delib®ra — by the social partners and the
AMSDirectors.

The Administrative Board is theMS’scentral decision-making body with real policy
making power. The Administrative Board translaté® tMinister’s guidelines into
operational targets; advises BBBIASKon all important decisions; approves and dismisses
the Board of Directors and all sub-national mansigand distributes the budget (which,
however, is set by the Ministry of Finance). Thenfwistrative Board is also consulted
before the Minister announces his “broad” goals tfeg Austrian labour market, even
though the minister is not obliged to do so (cfsoaKonle-Seidl, 2002). The social
partners are also represented in all permanent dtees within theAMS dealing with

* The Board of Directors are selected by the Adnviaiive Board and confirmed in office by the
federal Ministry for Labour, Social and ConsumeXffairs (BMASK).

* The Austrian constitution distinguishes betwe®virkungsrecht in hoheitlichen Bereicligor a
direct legal authority, in the area of unemploymiesurance, andAufsichtsrecht or supervisory
rights, in all areas of active labour market pelgi

* For a list of the goals, se@tp://www.bmsk.gv.at/cms/site/liste.html?channel=CH0765, last retrieved on
4 November 2010.

® For a press article on this iniative, please see
http://www.bmwfj.gv.at/Presse/Archiv/Archiv2007/Seiten/c0030008-5d10-4c0f-abca-e61296639179.aspx, last retrieved
on 4 November 2010.




specific questions, including for instance, thedtgy committee”$trategieausschupssr
the “labour market promotion committed”gderausschuss

While the national headquarters develop the sti@agppls for Austria as a whole, the
re-launch of the PES in 1994 also resulted in mesponsibilities and more “room for
manoeuvre” for theegional PES offices. At theLandlevel, or the federal states, the Land
Office Managers not only transpose national tardetsthey formulate their own regional
objectives; collaborate withand governments, municipal authorities, or any other
stakeholder; plan and distribute the budget toll&&S offices of their region; direct,
support and monitor the local PES offices; andcsdlestruments and programmes that
deal with specific issues relevant to trend’s economy (Nachtschatt & Schelling, 2010,

p. 5).

At the district level, the local PES offices deliver labour market ssgsito their
customers — jobseekers and businesses alike. Thé dffices define the principles for
implementation of policy at the local level, bue axpected to fulfil the targets set by the
federal and the Land organisation. The local Offitanagers run the daily operations, and
consult — when needed — the tripartite, six-perdwvisory committeesRegionalbeirate
While the social partners’ policy influence is muualore limited at the local level, they do
enjoy some “veto powers”, for instance, with thers&ment of workers from non-EU
countries.

Overall, since the re-launch of th&MS the social partnership approach to PES
governance has become deeply embedded in Austliagsarnelcomed on all sidésThe
social partners are seen as “equals” and theit ispappreciated and actively solicited. All
interviewed actors reiterated that it is the indosof the social partners il levels of
governance, which was the crucial factor in AMSs legitimacyand operationauccess
A fundamental element of Austria’s social partngrshodel — at least with respect to PES
governance — is that compromises are sought that@eptable to all participants and that
all sides clearly perceive the need to share lalmoarket responsibility. This “social
partnership culture” not only internalizes conflicbut also reduces the likelihood that
particularistic or sectoral interests are pursuedbour market policy design and
implementation is therefore perceived as a “jointleavour” and less as a “zero-sum
game” in which one party’s gains are the otherssés.

3.1.2. Social Partnership during Times of Crisis

The global economic crisis that began in 2008 fntheinforced the value of
Austria’s social partnership-based labour marketegoance system. The social partners
deliberated on possible reactions to the impendimgployment crisis, resulting in the
enabling of the swift expansion and flexibilisatiohshort-term work, oKurzarbeit The
system of training leavesBildungskareng was also recalibrated so that workers could
temporarily engage in full-time training (betweerotand twelve months), while receiving
a wage compensation from theMS While the AMS was responsible for covering the
costs associated with the workers’ compensationghieir lost income, the federal and
regional governments jointly covered the trainingsts. While typically larger firms
engaged irKurzarbeit the Bildungskarenaneasure was particularly welcomed by small
firms.

Implemented during the crisis, th&MS has taken over the administration of all
employable persons receiving social welfare paysjerg., persons who were previously
supported only by municipal authorities. This neamit for the AMS is a direct

7 Social partnership also finds a statutory clanghéASMG(85).




3.2.

consequence of a major reorganisation of the Aarstnielfare state, concluding a process
that lasted over many years. In 2010, the goverhingmoduced a needs-based minimum
benefit Bedarfsorientierte Mindestsicherung, BMSreplacing the previous social
assistance legislation. Prior to this change, $@dsistance was organised by the federal
states and thus was characterized by great vargatio payment levels and service
provision. The new system — just like the Hartzorefs in Germany (see below) — is
intended to harmonise existing regulations in otdexzombat poverty more effectively and
to roll-out a national, work-focused approach fbe treintegration of the (long-term)
unemployed into the primary labour market. In castrto the development in Germany,
these changes have not led to any structural csangeeAMSgovernance structurés.

Germany ’

The German PESB(@ndesagentur fir Arbeit, BAis a self-governing body
(Selbstverwaltungcreated under public law (8367 of the Social C&dmk IIl). The
structures of the German PES, which was originaiiated in 1927, have undergone some
changes, but core aspects have remained the sahaling (a) the systematic inclusion of
the social partners in its governance, and (b) mh@ndate to deliver integrated,
multifaceted services, ranging from the adminigtrabf unemployment insurance tasks to
the realisation of ALMP and lifelong learning megesus The most significant restructuring
occurred in the early 2000s in the context of thealed Hartz reform acts (i.e., the Third
and Fourth Act for Modern Services in the Labourlkés popularly known as “Hartz 111"
and “Hartz 1V”), which were envisioned to turn tB& into a modern service providé‘f,
while merging unemployment assistance and socsitasce.

3.2.1. Labour Market Policy Governance Structures

Germany is a federal country and, like Austria, trganisation of theBA is
structured along three tiers of governance: natibleadquarters (located in Nuremburg),
ten Regional Directorates (note that Germany hatotal of 16 Landel), and 176
Employment Agencies (plus some 660 additional lassinoffices) (van der Cammen,
2010, p. 5). Since the PES reforms in 2002/2008,BtA is headed by a three person
Management Board (Vorstand, who represents tHeA and manages its daily operations
(operatives Geschaft' The Regional Directorates and the local Employmie@ncies are
also managed by three-member boards, appointdichyi@dnagement Board.

® This is a function of the continuity of the Ausinibenefits system, which continues to differeatiat
between unemployment benefits (short-tem, insumdasgekers), unemployment assistance or
Notstandshilfe(long-term unemployed, whose right to benefits ieq), and social assistance
(uninsured jobseekers in financial need).

° This section draws in part on interviews conduatedthe phone with the BMAS, the BA, the
BDA and the DGB.

' For more information, please see
http://www.bmas.de/portal/15382/drittes _gesetz fuer moderne dienstleistungen am__arbeitsmarkt.html, last
retrieved on 4. November 2010.

" Prior to the reform, the BA was headed by a sadaRresident and a non-salarietirenamtlichg
Board of Directors. For more information see, fostance, Klenk (2009). The Management Board
is appointed by the government, based on a lisanflidates submitted by the Board of Governors.




The social partners are crucial actors at the nakievel as they are members in the
21 memberBoard of Governors (Verwaltungsrat' According to the constitution
(Satzuny of the BA (Article 3), the Board of Governors is tH®@A's main “monitoring,
advisory, and legislative body”, responsible foe BA strategic decisionss{rategisches
Geschéaft The Management Board consults the tripartite rBoaf Governors on all
important issues, and decisions are — like in Aastrtypically made unanimously. The
Board of Governors includes seven representativesn fthe trade unions, seven
representatives from employer associatidra)d seven representatives from public bodies
(the so-calledffentliche Bank These public representatives include one pefrson the
Federal Ministry for Employment and Social Affa{iBMAS, one person from the Finance
Ministry, and one rotating person from either thimistry for Family Affairs BMFSJS,
the Ministry for Education and ReseardBMBF) or the Ministry for Economics and
Technology BMWi), as well as three representatives from Bwndesrat Germany’s
upper legislative chamber, representing thiender and one person representing the
interests of the municipal and city authoriti€Spizenvereinigungen der kommunalen
SelbstverwaltungskorperschaffeThe Board of Governors not only oversees aneésyiv
advice to the Management Board, it may also sugdpestlismissal of the Management
Board, a decision which is, however, subject tocesent of the federal government. The
Board of Governors also approves B&'s budget and enjoys a variety of information
rights (seeSatzung der BA, Article)3The social partners are also represented inlequa
parts in the Board of Governors’' two tripartite guitiees, includingCommittee I,
responsible for strategic decisions, budgetary seifigovernance issues, agGdmmittee
II, which deals with questions related to labour miapkdicy, labour market research, and
financial benefits (Jakob, 2006, p. 31).

In contrast to Austria, the social partners are-not rather no longer — involved in
the governance of th&®egional Directorates that operate at théand levels!* The
Regional Directorates mainly function as “transmoiss belts” between theBA
headquarters (providing broad targets and — atstimbinding behavioural guidelines, or
Handlungsanweisunggmnd the local PES offices, responsible for deihgeresults. The
Regional Directorates thus “translate” the natiotaabets into regional and local ones,
communicate with/give advice to local PES officasd closely monitor local PES offices.
The Regional PESs also collaborate witlinder governments regarding regional
employment programmes — which are often co-funtieaugh the European Social Fund
(ESF) — or regional structural and economic padicie

Thelocal PES agencies (Arbeitsagenture), in turn, operate under a high degree of
autonomy with respect to the use of their budgets$ the priorities of the instruments,
provided they fulfil their targets (Jakob, 2006, $#3). Local tripartite committees
(Verwaltungsausschigse albeit with only four members from each groupdvice and
monitor the local management boards. In particuteral labour market information and
the needs of local firms and workers are envisidioefiow more effectively to the local
management through these committees. Moreovercdhemittees receive data from the
Regional Directorates and are engaged in the e@tuaf local PES through systematic
benchmarking exercises in PES clusters. The comesittare also involved in the
development and coordination of regional programthes involve more than one PES
district.

2 Prior to the PES reforms, the Board of Governoctuded 51 persons.

¥ The organizations can put together a list withrtpeeferred candidates and also nominate two
substitutes.

* They were included, however, up until the Hartzeforms.




3.2.2. Social Partnership: Valued and an Assetin T  imes
of Crisis

Despite a strong Management Board and an a8MAS the social partners have
retained a powerful position in the governance loé BA (for persons receiving
unemployment insurance benefits ALG-1). The social partners’ advice given in the
Board of Governors is highly respected and the imgriclimate among participants
remains “very positive” according to representaiwd both the ministry and the social
partners? Especially since the reduction of the Board of &awrs’ size, the social
partners, the representatives from public autlesritand the Management Board have
gotten to know one another on a more personal,lewel mutual trust is generally high.
With the exception of opposition occasionally rdiky the market-liberal Free Democrats
(FDP), there is a wide, cross-party consensus thaBtrenan system of partnership-based
self-governance shall be upheld.

Moreover, the global economic and financial crigst began in 2008 clearly
confirmed that the involvement of the social parnés a real asset. The Board of
Governors deliberated how to best respond to tisiscand made sure that sufficient
resources would be available for labour market rnognes and (additionaBA staff so
that the increased demand could be met. In paatictie German “best practice” policy of
the Kurzarbeit*® or short-time work scheme, was successful esedigicause of the
social partners’ commitment and expertise. Biewas equipped to swiftly transpose the
revisedKurzarbeitscheme only because the Board of Governors datgxion the issue,
found a common position, and endorsed the politye Jocial partners then informed not
only theirLand associations, but also the los&rwaltungsausschissbout the new rules
and opportunities of the short-time work programW#en employers — who work very
closely with theBA"” — were informed of the instrument and its revisiaihey had direct
contact points at the local level and, if requesteduld receive the same feedback and
endorsement from their regional associations. Henagon-wide employers received a
coherent message and had easy access to new itiorrfiaterview,BA).

3.2.3. Social Partnership: Less Involvement when it
comes to the Long-term Unemployed

While the above mentioned governance reforms toGhaman PES, including the
“strengthening” of the Management Board, the rerhofdhe “self-governing” bodies at
the regional level, and the formal weakening of dieeision-making powers of the local
Verwaltungsausschisseere not warmly welcomed by the labour unions (Aga2006;
Jakob, 2006), it was theartz IV reform and its structural consequences which doted
a real “break” with German tradition. In the pdstg-term unemployed persons whose
unemployment benefits (UB) expired — after up torB@nths, depending on age and
contributory history — would receive a means-testagt income-related unemployment
assistance (UA) payment. This payment was paidpuiheBA offices and the long-term

* The unions are, however, more critical when it esrto changes to governance reforms in the
area of thesGB Il See paragraph 3.2.3.

** For more information, please S@@&p://www.oecd.org/datacecd/14/51/45603327.pdf, last accessed on 3
November 2010.

Y The BA has made employer collaboration a coreegia goal. Local PES offices are required

that 30 per cent of their staff is designated tdrasls the needs of local employers, and specific
employer satisfaction targets — including satiséectwith persons referred to a vacant position —
make sure that employers develop a trust-basetiorethip with their local PES office.




unemployed jobseeker would remain under the sugiervofBA staff. Therefore, the vast
majority of jobseekers — short and long-term un@ygdl — were under the remit of the
self-governed PES and were thus partially the $ogartners’ responsibility.
Municipalities, in turn, were responsible for alirpons who were unemployed, but without
any insurance-based rights, such as youth, prersdyi@mployed persons, or immigrants
without an employment history in Germany. The mipaitities would issue means-tested
social assistance (SA) payments and often alsachaehtheir own active labour market
programmes. As there was no overall national fraonkwdiversity was pronounced and
not all jobseekers had access to the same sefViteishaupt, 20104d}.

With the introduction of the benefits reforms ticatne into force in 2005, popularly
known asHartz IV, this system fundamentally changed. Unemploymemefits would
only be paid out for a maximum of 12 months (londerations are possible for older
workers), while the UA and SA payments were merg#d a new “unemployment
compensation II” Arbeitslosengeld I, ALG)2 The responsibility foALG-2 recipients —
essentially anyone “capable of working” but with@dcess to unemployment benefits —
was transferred from th&A (former UA recipients) or municipalities (formerAS
recipients) to newly establishddbCenters The JobCentersare run in one of two ways:
either by so-called Collaborative8rpeitsgemeinschaften, ARGENn which the PES and
municipal staff jointly supervise long-term unem#d, or Opt-Out Communes
(Optionskommungrin which only the municipalities are solely reapible (this option is
mostly prevalent in rural areas in Western Germanhy)

With respect to the operation of the jointly rARGER theBMAScontracts th&A as
a “delivery agency” and negotiates strategic targaectly with the Management Board of
the BA. The Board of Governors — and thus the sociahpast— play literally no role: the
Board of Governors haw advisory function ando rights to information (Adamy, 2006).
The social partners play an advisory role onlyhatlocal level, where they are represented
in advisory councils Beirate. These councils were first set up on a voluntaagis in
ARGERN,but are — as of 2010 — obligatory for bédRGEnand Opt-Out Communes. The
members of these councils include, however, noy oapresentatives from the social
partners, but also representatives from socialvagifare organizations. While the social
partners generally accept the presence of thesmiaagions, they believe that they are
better equipped to make decisions that directlyafthe labour market such as the
creation of public works programmgs.

The government justifies the reduction of the dopetners’ involvement by the
argument that the resources providedAbG-2 clients are based on tax revenues (rather
than employee/employer contributions). The empleyessociationBDA, welcomed this
development and even prefers that local authostesild be fully responsible for all long-
term unemployed persons (intervieBRDA). The BDA argues that the local authorities
have the experience based on their role of prosiddrsocial assistance and in-depth
knowledge of local labour markets (Schroeder & 2009, p. 234). Some members of
the Christian Democratic Part£DU) would also welcome a full “municipalisation” of
the long-term unemployed, but the labour unions tlredSocial Democrats oppose these

* To learn more about the politics of these refonphsase consult Weishaupt 2011, chapter VII.
¥ The new legal basis f&xLG-2is provided in the new Social Code Book3GB I).

* The social and welfare organizations are oftenning these programmedrgger), which
potentially compromises their impatrtiality.




3.3.

development$: The current institutional outcome — i.e., the dsince ofARGEnand
Opt-out Communes — thus represents a political comjse which was necessitated by
Germany’s political system that gives a strong ®oto the regional governments,
represented in thBundesrat Germany’s upper legislative chamber.

Great Britain

The British PESJobCentre PlugJCP), is the Executive Agency of the Department
for Work and Pensions (DWP). The British state-RES has a long tradition, being first
created in 1909 on the initiative of progressiveetals (cf., Jones, 1994; Price, 2000). In
1973, the tripartite Manpower Services CommissiBISC) was established to manage
employment and training policies through the Emplewnt Service Agency (ESA), which
was in charge of the jobcentres, and the TrainiagviSes Agency (TSA), which had
overall policy responsibility for training mattefBhe MSC was headed by a chairman who
was appointed by the Secretary of State, three &8l three TUC representatives, two
local authority representatives and one officigresenting the education sector (Wikeley,
1990, p. 356). During the 1980s, the MSC was grhhduseakened and eventually
abolished entirely by the Conservative governmémt ifhore details, consult Weishaupt
2011, chapter IV). Since then, the PES has beéntegrated in the structures of the
ministry in charge of employment policy, albeit visome degree of autonomy (OECD,
1993). During Labour’'s second term in office, thetiBh PES was remodelled in 2002
with the creation of the Jobcentre Plus (JCP), lwtwombined the functions of benefit
payment (Benefit Agency) and the provision of jeélaisch and counselling services
(Employment Service). With the JCP, the Labour gonent sought to create a single,
“one-stop centre” for all benefit recipients, ipestive of employment history, thus
streamlining a comprehensive “activation” approt@t would encourage employment for
all “capable” persons (see also, Wells, 2001).

3.3.1. PES Governance Structures — Strong

Centralization

JCP is operated by a CEO and a Board consistingnoDperating Officer and
Executive and Non-Executive Directors who work tbge with Work and Welfare and
Equality Group representatives (Davern, 2010). @hame eleven administrative regions,
each managed by a Regional Director. The regiomactrs function as “transmitter
belts” between the national headquarters and @C& offices. While the governance of
JCP is primarily a “top-down” process, charactatiby a well-developed, management-
by-objectives system, the Devolved AdministratiefisScotland and Wales enjoy a high
level of autonomy, especially with regard to thevsion of skills and training.

The JCP has, in contrast to most other Europears RE&h as both Austria and
Germany, no policy-making authority. The PES stitstits resources, and its operational
budgets and targets are all set out by the Ministfyile these decisions are being made in
consultation with the JCP CEO and Board, the Mipisttimately retains the upper hand.
Even though the degree to which the DWP is direiatiplved in JCP operations varies —
at times allowing great autonomy — the DWP alwags the legal authority to intervene

' Not surprisingly, the recent reforms issued byGiHJ/CSU/FDPcoalition government expanded
the possible number of Opt-out Communes — this rarmas limited to 69 in the original law —
while preserving th&RGEnas an alterative delivery agency.

? This section draws in part on interviews conduataedthe phone with the DWP, JCP, CBI and
TUC.
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(which is set out in the Departmental Frameworke®gnent). The steering role of the Her
Majesty’s Treasury is also crucial. From 1998 ordsarevery three years, the Treasury
published Comprehensive Spending Reviews (CSR mtw recent one was published in
October 2010) in which — until 2010 — Public Seevikgreements (PSAs) were set out.
The PSA entailed targets and objectives to be matdividual departments, including the

DWP. On the basis of these PSAs, the DWP negotitiedannual) budget and targets
with JCP. JCP, in turn, translated these operditi@ingets into strategic targets at both the
regional and the local levels (for more detailg Bavern, 2010, p. 13).

3.3.2. Social Partnership — No Preferential Treatme nt
for Organized Labour or Employers

In Britain, the social partners lost their direefpresentation on both the national
steering board and in the regional and local brascim 1987 when the MSC was
dismantled. Even though the social partners —logragocietal interests and stakeholders —
are no longer formally represented on the JCP gawgrboard, under the Labour
governments (1997 — 2010) both DWP and JCP regutanhsult widely with national,
regional and local stakeholders to develop and uewel policy and delivery. This
consultation included both the Trade Union Congr@d3C) and the Confederation of
British Industry (CBI), who were asked to providdtten reactions to proposed legislation
and enjoyed regular personal consultations with Da##f. DWP officials have described
the engagement with the social partners and othkelsolders as a “good practice”, which
was confirmed by the social partners themselves.sbtial partners remain, however, just
‘one actor among many” without any formally institwmalized privileges. Not
surprisingly, the social partners’ actual impact lwth policy initiation and design has
been described as minimal.

3.3.3. Private Actors and Service Contestability —  The
Flexible New Deal and Beyond

When creating the new, one-stop delivery agencyid@ril 2002, it was organized
“around the principle of work-first and a perfornsenmanagement regime to sustain it”
(Wiggan, 2007, p. 419). The government’s goal veasduip — in a top-down fashion —
JCP offices with standardized, cost-effective tabk enable the placement of jobseekers
as quickly as possible into employment. Personaligais were to play a crucial role in
identifying and overcoming individuals’ barriersémployment, while legislative changes
to the benefits and tax system, and the introdnotiba statutory minimum wage were
supposed to “make work pay”. With regard to redgdienefit claims, this primarily state-
led system has produced good results: around 50c@etr of unemployment benefit
claimants leave the register within three montbspé&r cent within six months, and around
90 per cent within one year (Eckersley, 2010).

As about 90 per cent of all jobseekers leave thester within a year, the role of third
party and private actors remained limited, at le@asing the initial years after New Labour
had come to poweéf. Community and voluntary sector actors were invelire providing
“employment opportunities” which constituted an onant element of Labour's New
Deal schemes — especially the New Deal for YoungpRe— and NGOs would assist
disadvantaged groups at the local level (for mafermation about the New Deal, see

» The “activation” threshold for adult jobseekerssveet at 24 months (until 2001) and 18 months
thereafter, at which point they would enter thehhiigtensity Gateway Phase before, again several
months later, entering the New Deal 25+. Thus, nadlstlit jobseekers would stay with JCP well
beyond the 12 months point at which they are cameitl being long-term unemployed.
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Finn, 2003)* While the increased use of the private and volynsector generally
occurred following the launch of the New D&ah particular emphasis on “third party”
actors was placed in fifteen so-called Employmemes (EZs), which were first set up in
regions of economic deprivation in 2000 (BrutteQ02). As the Labour government
retained an effort to monitor private actors’ aitids within the EZ, social scientists
described the original years of the UK public/ptesgob-placement system as one of
“centralized localism” or a system in which “the $Etill largely controls the design and
content of programmes, with local ‘partners’ temaigto provide agreed services within a
set of contracting structure” (Lindsay, 2007, p1)/2

Over time — and in the context of continuously dealj unemployment numbers —
the government sought to push the “activation thokl forward and to “flexibilise” the
service provision for the long-term unemployed. éwlingly, Gordon Brown, then
Chancellor of the Exchequer, asked an independemimission led by David Freud to
outline reform proposal®. In 2007, the Freud Report was published, whichldbecome
one of the cornerstones of the reform efforts puvérd in between 2008 and the lost
elections in May 2010. One of the Report's key necendations was to systematically
involve the private and voluntary sectors to delitaglored back-to-work programmes for
long-term unemployment (Freud, 2007). These recamdiat@gons were then included with
the launch of the Flexible New Deal (FND), whictpleeed the New Deal for Young
People, the New Deal 25 Plus and the EmploymeneZoand subsumed New Deal 50
plus, the New Deal for Musicians and self-employmerovisions (Work and Pensions
Committee, 2009). With the introduction of the FNDCP remains responsible for
jobseekers during their first twelve months of up&yment, unless a person is identified
as being at risk of becoming long-term unemployedwvhich case the entry into the
Flexible New Deal could occur earlier. However,eafti2 months, a person claiming
Jobseeker's Allowance will be referred to a thietter or private contractor, which
effectively “privatises” the supervision of larghases of the long-term unemployméht.
Prior to the crisis, the DWP assumed that aboutQOUD people in Britain would be
affected, who have unique and complex needs, fanwthe “relatively cheap, one-size-
fits-all approach” of the JCP was inadequate (Miath& Menne, 2008, pp., 8-9).

* When Tony Blair and Gordon Brown came to officeBiritain in 1997, they almost immediately
launched their flagship programme, the New DeaMoung People (NDYP) for young adults aged
18 to 24. The NDYP’s core element included Hudivation of jobseekers after a period of six
months, when jobseekers first enter a four-monthiogeof intensive counselling and job-search
support (the Gateway period), and subsequentlyN#ne Deal phase. The NDYP included four
options, ranging from subsidised employment inghieate sector, subsidised and temporary work
in the voluntary or environmental sectors, to filte education or training. Within months, the
NDYP was extended to the “New Deal for Long-Ternebhployed” (ND25+) with similar options,
and subsequently, other types of New Deals wererexdf to single parents (April 1998), their
partners (April 1999), chronically disabled persddspril 1999), older workers (April 2000),
partners of childless NDYP participants (2001) padners of childless ND25+ participants (2002).
With exception of the NDYP and the ND25+, partit¢ipa is voluntary apart from an interview
with a personal advisor.

» The involvement of private actors started with phieate sector-led New Deals for Young People,
which were used as a threat to drive up the pedana of poorer performing JCP operations.

* Note that Lord Freud is now Minister for WelfarefBrm for the DWP of the UK coalition
government.

¥ When private providers fail to place a person initt?2 months, the long-term unemployed person
is referred back to JCP (where he/she re-entersigieintensity Gateway phase).
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But not only the activation threshold was signifitg pushed forward — and thus the
involvement of private and third party actors irsiied — also the contracting system was
overhauled. With the introduction of the FND, tleecalled “prime contractor” model was
introduced. The idea is to award contracts to lapgefessional placement agencies at the
regional level, which in turn, award sub-contratissmaller, specialized, local service
providers. The move toward a model based on “pdomractors” was intended to reduce
the numbers of contracts that DWP directly oversard as a consequence was expected
to reduce administrative complexity and costs fog Department (Work and Pensions
Committee, 2009, p. section 37)In order to avoid the emergence of monopolies, the
contracting rules stipulated that there ought toabeleast two prime contractors in
operation in most regiors.In the UK, this enforcement of “competition” iseseas an
important source to manage the quality of serviogsrview, JCP).

The final alteration that the FND envisioned was thtroduction of a so-called
“black box” approach, an approach which the curmemdlition government intends to
further expand. This approach asks providers metelydeliver specific outcomes
(typically jobs), but it is for them to determinevia to achieve these outcomes (Work and
Pensions Committee, 2009, p. section 44). The mape is that this black box approach
will motivate prime contractors to innovate andghmore effectively place jobseekers into
work.

3.3.4. Reaction of the Social Partners to the FND a nd
First Impressions on the Crisis

While the British governments, i.e., both the poed Labour government and the
current coalition government, strongly believehie superiority of the private sector when
it comes to the delivery of services to the longatainemployed, a variety of non-state
actors (e.g., Leonard Cheshire, Highland Employnisetivork or Child Poverty Action
Group) and in particular both the TUC and the Rublihd Commercial Services Union
(PCS) strongly disagree with this assessment. TH€ &nd PCS argue that JCP has an
excellent record in delivering employment programmmand they do not support the
escalation of private and voluntary sector involeatn They argue — in reference to a
study conducted by Cardiff University — that “wheee JCP has been allowed the same
flexibilities and funding as private sector comnor charitable organisations it has been
able to match, if not surpass, the performancenfractors” (cited in: Work and Pensions
Committee, 2009, p. section 33).

Beyond a strong doubt about private providers’ mepd cost effectiveness, the
unions’ apprehension is also based on, quite rtueaconcern fortheir workers(i.e.,
civil servants working at DWP and JCP who mightdmee redundant with an intensified
privatisation of services) as well as concernjfidirseekersThe latter includes concerns
about (a) how private firms will treat customerse.(i problems with “creaming” and
“parking”)®; (b) that private firms will be less willing to ogromise on individuals’

% This model has effectively relegated NGOs, mucthé&ir disliking, to the role of sub-contractors
(Butler, 2009).

» For the short period during which the FND operateder the Labour government, there were
five regions with only a single provider (Work aRdnsions Committee, 2009, p. section 16).

* The Work and Pensions Committee (Work and Penstmmsmittee, 2009, p. section 206) shared
this concern in their assessment, concluding thagufficient mechanisms have been built into
Flexible New Deal to prevent significant creamirfgsome customers and parking of harder to help
customers.”
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needs (e.g., unfulfilled care neets)c) how sensitive private information will be dse

(i.e., how much jobseekers will trust a private pamy with their data); and (d) that third
party actors such as faith-based charities wiltrilisinate against staff or clients on the
grounds of religion, lifestyle or sexuality (TUQ)@3, pp., 15).

The CBI, in turn, welcomes both the shift toward ancome-focused approach in
how welfare is delivered and the harnessing of ‘&trengths of the public, private and
voluntary sectors in a mixed market of provisidhThe CBI has not only put forward its
own reform proposal in November 2009 (CBI, 2009)t bas also actively been engaged
with the DWP in outlining future pathways to weHareform?® While the CBI
acknowledges a strong role for JCP as “gatekeepeisie benefits system, it welcomes an
earlier activation of jobseekers and an earlieoivement of specialized providers. Indeed,
the CBI sees a “huge opportunity” to join up pubficivate and voluntary sector actors,
which in turn, will allow for the delivery of “apppriate assistance” to people at risk of
becoming further disadvantaged or repeat benditments (CBI, 2009, pp., 7). In this
context, the CBI welcomes the “prime contractor” delp which “coordinates and
contracts out provision, designing a package ferdient and joining-up services when
appropriate” (CBI, 2009, pp., 19).

The global financial crisis has had a rather sigaift impact on the British economy
in general and employment numbers in particularickpy rising unemployment and a
significant drop in employment opportunities inrturas exemplified the risks associated
with a reliance on private contractors. When canéns threatened to pull out of the FND
scheme, the government brought forward fundingwzat due in order to keep contractors
afloat (Elliott, 2009). Likewise, the prime conttacmodel was designed during times of
economic growth, which limited the number of pessaino were reliant on private actors’
services. From 1997 to 2008, long-term unemployntet fallen by 400,000 and the
employment rate for lone mothers increased by elgar cent (McNeil, 2010, p. 28).
Accordingly, shortly before the crisis, there wefenly” about 100,000 long-term
unemployed jobseekers (Mulheirn & Menne, 2008,)pV&th unemployment hovering at
about 2.5 million and predicted public sector jokdes of over 600,000 due to the new
coalition government’s budget consolidation plahg, number of people in contact with
private service providers will be much higher ie ttoming years. In fact, based on most
recent forecasts by the Institute for Public PolRgsearch, there will be around 875,000
long-term unemployed at the end of 2011 (Lennirfid,® p. 55). If, and if so, how well
private actors (are willing to) provide outcomedservices to such a large number of
jobseekers remains to be seen. Challenges are texpected, however, as the
government’s budget cuts will not only affect labanarket programmes, but will also
reduce the number of DWP staff, who will ultimatetgmain responsible for the
monitoring of the private actors.

** Similarly, the authors of a report for the Sodwdrket Foundation were concerned that the DWP
will be inclined to keep “good relations” with prarcontractors and thus be hesitant to reprimand
inappropriate behaviour (Mulheirn & Menne, 2008,,[1.09).

32 See:http://publicservices.cbi.org.uk/policy/welfare to work/, last retrieved on 4. November 2010.

3 See http://publicservices.cbi.org.uk/media/press_release/00258/, last retrieved on 4. November 2010.

* Like the TUC, the CBI is not impartial in its assment as it also acts as a representative of its
members, i.e., many private placement agencies.
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3.4.

Denmark ¥

The history of the Danish PES is one of frequefdrre. While the Danish system
initially primarily relied on strong labour unionie provide placement services (and on
insurance funds for benefit administration), a majeerhaul occurred in 1969 when the
placement services were “nationalised” and a Pubinployment Service first set up (cf.,
Jargensen, 2002). This reform was followed by aodeof “decentralisation” of policy
responsibility to the regional level during the 099 (Knuth, Schweer, & Siemes, 2004);
and then, since 2001, a phase of gradually edhajisa single, unified “employment
system” for all jobseekers, regardless of benefdatus, which is “based in the
municipalities with a strong national supervisig@overnment of Denmark, 2009, p. 32).

3.4.1. Governance Structures — Past and Present

Denmark is a small country, subdivided into fourpésgment regions and 98
municipalities. This administrative structure isatevely young and was only realized in
2007, following a comprehensive governance refofh® regions. From 1970 until 2006,
the country was subdivided into 14 counties and 2itthicipalities (see below). At the
national level, the Danish Parliament decides ‘tom tbtal allocations for labour market
measures” (Hendeliowitz & Woollhead, 2007, p. 128) sets the overall legal framework
through the passage of legislation. THeénistry of Employment, in turn, drafts labour
market policy and legislation and sets a small nemif annual performance targets —
typically three or four — for the entire countrytviadvisory assistance from the tripartite
National Employment Council.*® TheNational Labour Market Authority, an operative
unit within the Ministry of Employment, functions dhe main executive institution for
policy making, budget allocation, and target mariritg.

Until 2009, the Public Employment ServicAreidsformidlingen AF), constituted
the government’s delivery arm for labour marketiggolUnder the system that was put in
place under Social Democratic rule in the 1994, gbeernance of labour market was
strongly decentralized, with policy responsibillycated with14 regional PES offices.
The regional PES offices were real “decision-makesith their own budgets, embedded,
however, in a context of a “management-by-objestiv@/stem in which the government
issued national targets, and with the instituticeeal involvement of the social partners in
policy design and implementation (Knuth, et al.020

TheMinistry of Employment monitored the activities of th&F, responsible for the
provision of labour market services at the locaklgo those jobseekers who are members
of an unemployment insurance fund. Membership iruaemployment fund — which is
typically associated with the labour unidhs was frequent, but not mandatory. High
levels of membership are a function of very higkels of unionization and because
associated fees are relatively low (which is pdesats the insurance funds aebsidized
by the national government) (Kvist, Pedersen, & I€ih2008, p. 234). The insurance
funds calculate the level of benefits and, if neaeg enforce benefit sanctions. The
Ministry of Social Affairs, in turn, oversaw the activities of the municipaB, which

* This section draws on interviews conducted with lfational Labour Market Authority, DA, LO
and the head of a local Jobcenter.

* The current targets can be found ratp://www.ams.dk/Ams/English/The-Ministers-employment-goals.aspx,
last accessed on 2 February 2011.

¥ There are also, however, two insurance fundshieiself-employed (ASE and Dana).
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delivered activation measures for tn@insured® and issued means-tested social assistance
payments (Willemer, 2003, p. 172). The level of fared benefits was determined by the
Social Service departments, while the would also refer uninsured persons to open job
vacancies. This is to say, until 2007, the Danabour market governance system was
two-tiered — like the German or Austrian systemand separated into an “insurance”
branch and a “social assistance” branch, withmistiules and regulations.

When a new liberal-conservative coalition governtreame into office in 2001, all
of these structures were altered in a step-wide@dasFirst, embedded in comprehensive
labour market reforms, the responsibility for @bbur market measures for both insured
anduninsured jobseekers was combined in the Minstfgmployment’s National Labour
Market Authority (ECOTEC Research and Consultir@)4 p. 16). This was the first step
in the government’s attempt to establish a unifiechployment system”. This step was
followed by a comprehensive reform package entitddre People in Work” in 2003,
through which all of the rules and regulations ifsured and uninsured jobseekers were
streamlined to the effect that both groups becamgested to the same procedures and
gained access to the same instruments (Dingel@®&3, . 20).

Second embedded in a larger reform of the regions, tHeAE regions were
consolidated into four “employment regions” in 20@hile the number of municipalities
was drastically reduced from 270 to 98. The newtrefithe employment regions was to
function as a “transmission belt” between the maticand local level, being primarily
responsible for the supervision and control of tbeal jobcentres (Government of
Denmark, 2009, p. 32y.While the employment regions can also give adticthe local
level and produce annual reports that inform thé&onal ministry’s actions, some
observers — and the labour unions — argue thartioyment regions have become “mere
monitoring bodies” without any policy-making powédgrgensen, 2009). The larger
municipal districts, in turn, were created with taen of becoming more capable of
playing a “bigger role, for example, in the field employment policy” (Damgaard &
Torfing, 2010, p. 248 In this context, 77 “joint” jobcentres were setinpvhich AF and
municipal authorities operated under one roof, islgaresponsibility, and 14 “pilot”
municipal jobcentres with full responsibility fomployment policy, operating without the
assistance of thaF.*

Thethird step was then completed when, on 1 August 20@97 Th'joint” jobcentres
operated by both the staf¢ and municipalities were dismantled, effectivelgrsferring
all AF activities to municipal authoriti€From 2010 onward, the municipalities have also

* While the Social Democrats already “encouragedhigipalities in 1993 to develop an “active
social policy”, this idea’s formalisation occurr@d 1998. The new act not only required social
assistance claimants to accept “appropriate” jderef but participation in municipal activation
programmes or further education courses becameat@yd Green-Pedersen & Klitgaard, 2008).

* According to one PES expert, the “disempowermeitthe regional directorates was motivated
by the government’'s belief that they “lacked [theequate capacity to ensure optimal sector
planning” (Hendeliowitz & Hertz, 2008, p. 11).

“ Indeed, the municipal authorities welcomed thenglea, hoping that a “more locally responsive
set of policy initiatives could emerge” (LindsayMcQuaid, 2008, p. 357).

“* As some of the smaller municipalities were covdrgdnunicipal cooperation schemes, a total of
91 local jobcentre emerged from this reform rathen 98.

“ When theAF was merged, the former the staff (about 1,600gmsiswas re-hired by either the
new municipal jobcentres (at least six case massager municipality) or the employment regions
(who recruited the majority of the technical expprt
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taken on “full economic responsibility for all unployed (including their benefits) albeit
with a refund from the state” (Per K. Madsen, 204.07)"* As a consequence, the state-
run PES has technically been “abolished” and theriigipalisation” of the Danish labour
market governance system completed. The governimgmed to attain multiple goals
through these reforms, including (a) ensuring atgre nation-wide emphasis on a work-
first approach towards all unemployed people, (@ating greater transparency in the
administrative system, (c) guaranteeing a “one 'domgganisation for both employers and
jobseekers, and (d) ending the previous fragmemidily introducing a unified, national
system (European Employment Observatory, 2010,3jp. Phese aims illustrate that —
despite the de facto effort to decentralize resipditg to empowered municipal
authorities — the government also shifted respditgitupward i.e., to the Ministry for
Employment. Under the new system, which is supdolig modern management and
planning tools, the Minister agrees on annual eympént plans with the municipalities,
has the ability to closely monitor the performarafelocal jobcentres, and ultimately
provides policy choice and compliance incentivasugh the (selective) co-financing or
labour market instruments. Indeed, with the mosg¢me finance reform, the municipalities
were in the words of one interviewee “tamed” asyoalsmall handful of instruments
remain financially attractive. Finally, the minisge“shadow of authority” is always cast
on jobcentres as failure to reach the governmerd&ilts can give the minister the
authority to “contract out services to private pdars” (European Employment
Observatory, 2010, p. 24; Knuth & Larsen, 2009)p.

3.4.2. Social Partners — From Co-decision Makers to
Advisors?

The above described structural changes in the B&sS have also affected the role
of the social partners in labour market governaBoeial partnership, like in Sweden, has
a long tradition in Denmark, traceable back toldte 1800s (see, for instance, Campbell
& Pedersen, 2007). The social partners “self-rdgtilauch of the Danish labour market —
including employment protection legislation, wagsdtiag, and workers health and safety
issues — and the social partners have also traditjoplayed a strong role in labour market
policy governance, being representedtripartite councils at both the national and the
regional levels of governance. Indeed, still in 2Z0PES experts described that
consultation and cooperation with the social pagneas the “cornerstone of policy
formulation and labour market negotiation” (Hendelitz & Woollhead, 2007, p. 128).

The governance reforms described above have, howaffected the role of Danish
social partnership, especially at the regional ludl levels. At thenational level, the
multipartite National Employment Council (NEC) continuous to advise the Minister of
Employment on employment related activities andcgoinitiatives. The NEC includes
eight members from the Danish Employers’ ConfedmnaDA), eight members from the
Federation of Danish Trade Unions (LO), and a warad other actors, including local
government. The NEC also submits an annual employp@icy report on labour market
developments, which informs the minister’s stratiEmthe upcoming year.

At the regional level, the social partners were part of triparfRegional Labour
Market Councils. As described above, it was at kin®l, where the social partners not
only had an advisory function, but were also adyivevolved in the implementation of
ALMP by the state-rurAF offices through their own, substantial funds (Rengshoj
Madsen, 2007, p. 50). With the creation of Begional Employment Council (REC) in
2007, the social partners have no longer any “tireftuence on the allocation of

“ Despite the reforms outlined below, gmgministrationof benefits for the insured unemployed still
lies in the hands of the unemployment insurancdgy®er K. Madsen, 2010, p. 7).
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resources to the different active programmes” (Ream Employment Observatory, 2010,
p. 24) and their main task is to advise the reditatzour market director, who monitors
labour market developments at the regional level e performance of the municipal
jobcentres (Damgaard & Torfing, 2010, p. 251). Adoog to a labour union
representative, this change has shifted theirawigy frompro-active planning toe-active
criticism when Jobcentres fail to perform. Moregwdse social partners now share their
advice with more actors as also that also reprateaes from the municipalities and the
Disabled Peoples Organisations have been admdtéketcircle. In particular the labour
unions see this change as a loss of their “musdlet,also the employers association
admitted that there has beenda factoloss of influence. Despite the social partners’
negative response to the new governance systemewahat is shared by many scholars
(e.g., Jargensen, 2009) and the Social Democrppogition in parliament — some of the
interviewees were sceptical about this interpretatiOn the one hand, a Jobcentre
manager argued that the social partners’ role hadya been rather limited, a view
confirmed by a representative of the National Labidarket Authority who argued that
the overall agenda had always been determined doymihistry. On the other hand, the
representative of the Danish employers’ organisgi®?) pointed out that, as result of the
improved monitoring activities that are availabdetiie public}’ the social partners have
also gained new, useful tools to “problematise politicise the employment effort in the
Jobcentres in public debates and thereby gainifigeimce”. Quite generally, he argued,
the availability of data on all individual jobseeken a weekly basis has generated great
new insights and allows for evidence-based lobhying

At the local level, the social partners have emerged as immogetors? Prior to
2007, there was almost no discussion of labour etgpblicy at the local level as the
(smaller but more numerous) regions and the ndtidenel dominated the debate
(interview National Labour Market Authority). Since 2007.etlsocial partners are
represented in thieocal Employment Councils (LECs), advising the local jobcentres and
assisting in the preparation of the annual emplaymeport, and being present when local
offices are audited. The LECs’ composition is regedl by law and includes up to three
members appointed by the Employers’ Confederatipnio five members appointed by
the labour unions, up to two members from the Asgion of Disabled People, and one
member each from the Association of General Prawéts and the Local Council for
Integration of Immigrants. The LEC itself can fugthappoint two additional members
from other, relevant stakeholder organisations (§&and & Torfing, 2010, p. 252). Even
though the LECs are at the bottom of a hierarctnigcture of labour market governance,
in which the basic parameters of action is defibgdthe central government and the
overall policy direction is put forward by the Mgipal Council and the directors of
jobcentres, the LECs remain important actors. &hike case as they not only give advice
to the directors of jobcentres — or the RegionalpByment Councils — on steps to
improve local performance, but they also have tlein funding available for local
projects, dedicated to create more inclusive lalmarkets (Damgaard & Torfing, 2010, p.
251). In short, the empowered role of the sociatness at the local level through the
institutionalisation of the LECs could be seen atear indication that government sought
to compensate the social partners for some ofrithéence lost at the regional level. The
social partners, however, remained somewhat se¢@hmout this view. The employers’
organisation representative argued that they amglynooncerned with tackling structural
unemployment, which needs to be done at the natiemal. Likewise, the employers’
representatives in the LECs are from local busiaesisthus have little time to engage with
the Jobcentres on policy questions. The labournisiepresentative, in turn, argued that

* http://www.ams.dk/Ams/English/The-responsibility/Jobindsats.aspx

* From about 2004 to 2007, the social partners war¢ of the Local Coordination Committees
(LCCs).
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the old system in which there were 14 regional BHf8es, their voice was much more
concentrated and thus powerful. Today, they havisttetch their resources very thinly”
as representatives have to be present in almodbt@bemployment councils.

Perhaps most strikingly, the government did onlyrgmally consult the social
partners when discussing the appropriate reactmtise global financial crisis. While the
employers’ largely agreed with the government —usng that the current system of
flexicurity was sufficient to address the crisisthe labour unions favoured a strong
demand-stimulating response, including a much gepneffort to improve the
gualifications of jobseekers. However, rather thaoreasing active labour market
measures, the government further tightened ityatain framework (especially for young
jobseekers), reduced the payment of unemploymenefite from four to two years,
tightened the conditions to re-qualify for benefaimd abolished special early retirement
schemes.

4.  Summary and Discussion

This paper shows great variation in the way natitat®ur markets are governed and
the extent to which the social partners remain fdayers. Stark differences are apparent
between the “continental” systems of Austria andn@ay in which the employment
ministries negotiate with “self-governed” PESs hate limited direct steering capacities
(when it comes to insured workers), and the agemayicipality based systems in
Denmark and the UK, where the minister enjoys atratisnate control over active labour
market policy as the PESs are the government'sivel®l arm” to implement
governmental policy. These clearly demarcated wiffees are reflections of both
institutional legaciegi.e., the effects of Bismarckian governance systbased on payroll
contributions that “necessitate” the strong invatemt of the social partners) and
ideological preferencege.g., the market-liberal orientations predominanBritain and
among centre-right politicians in Denmark).

The Austrian trajectory is particularly striking e social partners have emerged to
become “co-decision makers” at all three level$BS governance only during the mid-
1990s. This recent social partnership model i®lateartedly embraced by a clear
majority of actors involved in labour market polioyaking and has “survived” labour
ministries led by both Conservative and Social Deratic ministers. . In Germany, in
turn, the social partnership model has been weakenerecent years (under Social
Democratic reign), but continues to enjoy the suppd most actors. While the social
partners continue to enjoy a strong advisory anditoong role at both the national and
local levels of PES governance when it comes torads workers, the Harteforms have
effectively relegated the responsibility for alhtpterm unemployed jobseekers — many of
which with a long history of unemployment insuranm&yments — to both the federal
ministry and local authorities. In both countridgistria and Germany, the social partners
have, however, played a critical, constructive mladdressing the global financial crisis.
Their cooperation and support was without a doutkegn element for the launch of
sufficiently funded short-term work and qualifieati schemes, which minimised the
impact of the crisis on employment and (long-team@¢mployment levels.

In Denmark, the gradual weakening of the sociatness is more pronounced and
ideological rifts between the left and right areaent. . With the “municipalisation” of
the jobcentres, the centre-right government empedvethe central Ministry of
Employment (i.e., more rigorous monitoring), whilee reform of the regions weakened
the direct policy-making capacity of the social tpars at the regional level. At the
national and the local level, the social partherstioue to play an important advisory role.
However, the response to the crisis was overshaditwe clear demarcation of positions,
where the government (and employers) preferredptieservation of the “flexicurity”
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status quo, coupled with some tightening of theelitmregime and austerity measures,
while the opposition (and labour unions) pleaded &dn expansionary macro-economic
policy coupled with more spending on training andalgications. In stark contrast to
Austria and Germany, the room for a negotiatedtjop response was thus much more
limited.

The situation in Britain was very different frons itnception. Since the late 1980s,
social partnership is no longer institutionalisedl draining services for the unemployed
are marginal. Accordingly controversies were maialer the involvement of private
actors regarding placing long-term unemployed pessoto jobs. The governments — both
Labour in the past and the current Conservativedabcoalition government principally
believe that private actors are better equippeaksist jobseekers with “multiple hurdles”
to the labour market. Accordingly, recent yearsenagen a gradual expansion of private
actors who are contracted to work with those ctiehat JCP has been unable to place. The
labour unions are , however, very concerned hobe&t prevent private, for-profit actors
from engaging in the “parking” and “creaming” ok$eprofitable clients and how to best
monitor the treatment of clients so that individnakds are respected and clients are not
discriminated against. With the current governnmenpending cuts also and especially on
labour market policy, further tensions seem unaafoliel

In sum, great differences remain in the way labmarket policy is governed, how
the social partners are involved and what reactia& been put forward in response to
the global financial crisis. Surprisingly, eventigh studies about labour market and social
policy abound, the body of literature evaluating PES&mgmrtant “actors” in the fight
against un- and underemployment remains slim. Ffterently, while this paper has
offered some insights to recent reform trajectoriasalso suggests conducting further
research on PESs, tackling questions of both “bhéaahd “depth”. Regardingpreadth
the question arises if the crisis has triggeredewival’ of social partnership in other
countries, also and especially in countries witlorittnental” roots such as Belgium,
France, Italy or the Netherlands? How do countrgse with the crisis in the absence of
strong social partners, i.e. in the newly accedemfiean Union member countries or even
beyond the European continent? With regardsdeptii, the study sheds some doubt on
trends that are “taken for granted”, e.g. decemafibn, contracting-out or customer
orientation. If regional PES offices are increakimgduced to “transmitter belts” (which
the Danish and German trajectories suggest), are wieessing a process of
recentralization rather thadecentralization? Has the crisis triggered more nekaon
private actors (as the British case suggests) ®ithed to a reversal of attitudes as the lack
of demand reduces (financial) incentives for pevattors to engage in market activities?
Last, as PES offices are increasingly engaged ‘mithnk-first strategies” that often entail
harsher benefit conditionality, more monitoringdafthe threat of) sanctions, how are
tensions with the customer-service goal reconciled® finally, a most salient question
presents itself when considering that during thesgent times of massive financial
austerity in which most PES budgets have been {lbbe) cut rather substantially, how
are PES able to continue their high-quality sesfce
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