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Abstract

Although there is a consensus on the need for
an active employment policy, there are still differ-
ences in opinion on which tools should be used to
achieve employment policy objectives. The aim of
the paper is to examine whether the instruments of
active employment policy in the EU countries using
the LMP database have been effectively set up, as
there is a clear difference in the allocation of pub-
lic expenditure and how it is provided according to
specific support programs. The results suggest that
countries such as Austria, Sweden and Germany are
examples of the right policy setting (from the alloca-
tion of funds to their evaluation). If we evaluate the
position of Slovakia, according to the results of the
studies, we can say that the most effective tools are
in the field of education and therefore the volume of
their funding should be increased. Instruments from
the Employment incentives section, where Slovakia
has the most funds, were found to be effective, but
only on the short term, therefore we recommend re-
assessing the 51.80% stake in this section. The least
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1. Introduction

As passive employment policy began to develop in the 1920s and its importance was
found to be crucial, the focus of the policy began to shift to its active components. The
importance of active employment measures was first emphasized in the 1993 White Paper
when the Luxembourg Summit approved the first set of guidelines aimed at moving to-
wards a more proactive and preventive approach. Active employment policy has become a
more flexible instrument of public support, with the European Commission recommend-
ing EU countries to allocate their resources in active instruments of employment support
in the fight against persistent unemployment.

The aim of the paper is to examine whether the instruments of active employment pol-
icy in individual EU countries using the LMP database (Labour Market Policy Database)
have been effectively set up, as there is a clear difference in the allocation of public expendi-
ture and how it is provided depending on specific support programs. We will confront the
results of our findings with the conclusions of published academic studies, which point to
the positive or negative effects of specific employment programs in EU countries together
with a detailed examination of their focus in Slovakia. By the synthesis of the knowledge
we have acquired, we can talk about a relatively effective or ineffective setting of their pol-
icies in a narrower context, as we abstract from other factors®.

The contribution and originality of this paper lies in the connection of a detailed view
of instruments of active employment policy with the findings of academic research on the
effectiveness of specific employment programs.

The article consists of three parts. The first part is a literature review, which emphasizes
the current state of research in the field of evaluation of instruments with emphasis on the
development of evaluation of education programs. The results are further compared with
academic research in evaluating the effectiveness of active employment policy instruments
published in European studies. The methodological part defines the goal of the research
and the research questions. The results and the discussion combine the knowledge gained
regarding the expenditure side of employment policies of EU countries and the findings
of published studies. The discussion also generalizes the obtained results and presents pro-
posals for further research in this area for Slovakia and for selected EU countries.

2. Literature review

Most evaluation studies focus on a microeconomic evaluation approach, which exam-
ines individuals by time, type of program and target group. There are already many good
reviews of the microeconomic literature in academia (Kluve, 2006; Betcherman, Olivas
and Dar 2004; Card, Kluve and Weber, 2010, but they lack a link to the expenditure side
of employment policies and an overall capture of policy settings, from its funding to evalu-

1 We examine active employment policy through public spending, abstracting from other areas of em-
ployment policy-making such as tax policy, regulatory and legislative measures.
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ation. They are mainly focused only on grouping the results of realized studies for a certain
period; an example of such a study in Slovakia is the study of Kuchar¢ikovd, Miciak and
Koriusikovd (2017).

We notice the largest expansion of European studies on the effectiveness of active em-
ployment policy in Sweden. We also see a wide range of studies in Germany (Annex 1).
The key literature in the evaluation of public expenditure in the field of active employ-
ment policy is attributed to the authors Martin (2014) and Stefinik e a/. (2014). Other
studies have examined research expenditure on employment policy according to the LMP
database (Havran, 2011; Lechner and Wiehler, 2011; Walter, 2013; Kluve, 2006). The
studies carried out so far do not identify significant differences in the results of measures
within developed or less developed countries; rather, these countries differ in the types of
instruments they apply to a greater extent. The differences are also given by the specifics
of individual countries captured in the LABREF database (Labour Market Reforms Data-
base), e.g., specific programs for migrants or young people.

In examining the operation of the tools, we encountered many studies that have pos-
itive effects on unemployment (especially in the field of education and start-ups). Only
a small group of studies report negative effects. For example, a study (Borra ez /., 2012)
from Spain captures the negative effects of education programs on the long run, as did
Sianesi (2001) from Sweden, and the studies by Bolvig, Jensen and Rosholm (2003) and
Rosholm and Skipper (2003). Weber and Hofer (2004) talk about the zero effects of edu-
cational activities on the long run. In contrast, the Swedish (Larsson, 2003) and German
(Fitzenberger and Speckesser, 2007) studies attribute zero to negative effects to short-term
effects, and educational programs are slightly positive in the long run. This may be partly
due to the type of training and whether the training is provided by companies (in practice)
or whether these educational activities are ‘in the classroom’. The scope or type of training
also plays an important role.

Several other studies on education are appearing in Slovakia. For example, in a national
study by Pisdr ez al. (2020), which evaluated the contribution to the REPAS + education
program (retraining courses) in the Bansk4 Bystrica Region, we observe very low efficiency.
The effectiveness of the tool was also addressed in the SAO study (2018), which analyzed
only selected districts for the period 2014 to the first half of 2017. The authors van Ours
(2001), Botik and Caban (2013) and Botik e /. (2015) found a positive impact of the
training. In contrast, the study by Tiruneh, Stefinik ez a/. (2014) found a negative effect
over 15 months (long term). From the results we can conclude that the field of education
as well as incentives to support employment (Havran; 2011; Baro$ovd ez al., 2012; Luby-
ovi, Stefinik et al. 2015 and 2016) are key areas of active employment policy in Slovakia.

3. Methodology and data

We assess the evaluation of employment policy instruments in the 27 EU countries.
Our main research goal is to examine the focus and effectiveness of employment policy
instruments in selected EU countries, including Slovakia, based on the LMP database re-
garding previous academic research.

89



Research question 1: What is the structure of employment policy instruments and the
volume of allocation of expenditures for their support in EU countries, including Slova-
kia? We examine the structure and volume of the allocation of employment policy instru-
ments through descriptive statistics and cluster analysis. Cluster analysis is created using
a non-hierarchical distribution according to the K-means method. By identifying what
instruments countries are investing in and to what extent, we will respond to the first part
of the goal, namely the focus of countries on employment policy. The methodology of re-
search question 1 is based on the LMP database? (Eurostat), which is used by authors such
as Martin (2014) and Stefanik ez al. (2014), but also by EU policy makers.

Research question 2: What is the effectiveness of employment policy instruments in EU
countries, including Slovakia, based on published academic studies? The research question
uses a synthesis of published academic studies in research to identify the effectiveness of
employment policy instruments. The efficiency is redistributed according to the sections
of the LMP database. We focus on the results of the studies and the method used. Finally,
we evaluate whether existing studies on the effectiveness of the tools are in line with the
focus of the given country (comparison with research question 1). The reference period is
2017, regarding the development of 2012-2017. The chosen program for the evaluation
of statistical data is the SPSS program.

4. Results

The first selected characteristic is the expenditures for 2017, which we examine accord-
ing to the percentage of GDP of the 27 EU countries for each section of the LMP database
separately. Table 1 describes the expenditure on tools in the LMP database. If we look at
the average value and the standard deviation, we see that the values of EU countries are
more dispersed and there are more significant deviations from the average. This fact con-
firms our reason for research.

The highest average expenditure under active instruments is achieved in section 1
Employment Services with an average value of 0.132% * 0.119 p.p. The average values
of the other sections gradually decrease, while section 7 achieves an average value of
0.016% £ 0.035 p.p. Tools from sections 5.6 and 7 achieve their minimum values of
zero (maximum values are highest in section 4 — 0.479% and in section 1 — 0.456%).
Within passive instruments, the average value is at a much higher percentage, namely
0.644% *+ 0.519 p.p. Section 9 is of low significance, as it includes only 12 countries (other
values are not available).

2 The instruments of the LMP database are grouped into three main types: LMP services, LMP mea-
sures and LMP support, and are further classified into eight detailed categories. Active instruments
fall into the first two categories and their division is as follows: labor market services, training, employ-
ment incentives, supported employment and rehabilitation, direct job creation and start-up incen-
tives. Passive support is included in the third category and is divided into 2 areas: out-of-work income
maintenance and support and early retirement.
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From the point of view of countries, Denmark (almost 2% of GDP on active measures)
and Sweden (1.22% of GDP) draw the largest amount of funding. Romania is the country
with the lowest share of individual measures in the LMP database; the situation is similar
in Cyprus. Slovakia is one of the countries with the lowest expenditure on active measures
(0.22% of GDP). Only countries such as Romania, Cyprus, Bulgaria, Greece, and Latvia
show lower funding.

Table 1: Characteristics of total expenditure on employment policy instruments in %

M rtetes vl M WA e

A. LMP services

1. Labor market services 0.132+0.119 0.05 (Greece) 0.456 (Denmark) 3,575
B. LMP measures

2. Training 0.119+0.122 0.003 (Romania) 0.444 (Austria) 3,238

4. Employment incentives 0.106 + 0.109 0.02 (Bulgaria) 0.479 (Sweden) 2,877

2 ig’;ﬁgﬁ:&;’:gﬁy Ment  0096+0.185 0 (Bulgaria. Greece. Romania) 0.909 (Denmark) 261

6. Direct job creation 0.069 £ 0.131 0 (Estonia. Sweden) 0.621 (Hungary) 1,886

7. Start-up incentives 001640035 O (Bulgaria. Cyprus. lreland. =09 (o i 446

Luxembourg. Romania)
C. LMP supports

8. Out-of-work income
maintenance and support
9. Early retirement
(only 12 countries)

0.644 +0.519 0.046 (Romania) 1.954 (France) 17,393

0.118 +0.127 0 (France) 0.364 (Portugal) 1,423

Source: Authors’ own work in accordance with LMP database, 2020

The development is relatively similar for the whole monitored period (2012-2017) ac-
cording to the LMP database. This means that in the given years the countries did not
fundamentally change their strategies and the analysis of 2017 is, from our point of view,
not distorted by one-off changes or significant deviations. We record slight fluctuations in
values in Ireland, Hungary, Belgium and Cyprus.

However, in addition to the above statements, it is interesting to monitor the link be-
tween expenditure and the number of measures. The data in Table 2 marked in yellow
indicate the highest number of measures in the section, but the largest share of funds was
recorded in another section. Green means that the largest number of measures is in line
with the largest share of expenditure.

The results are surprising for Hungary, which invests 72.55% of expenditure (0.621%
of GDP) in one measure in section 6 called Kozfoglalkoztatds. The primary purpose of
the measure is the reintegration of currently inactive and unemployed groups into the la-
bor market. Greece also invests most of its funding in one measure, which is to support
employment through welfare schemes. The target group is registered as unemployed and
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affected by the economic crisis. The volume of Greek funding for this measure is 0.118%
of GDP out of a total of 0.177% of GDP. Slovakia invests approximately 46% of its funds
for active measures in 8 instruments in section 4.

Table 2: Number of instruments and their relation to the largest expenditure shares

LMP section  Section 1 Section 2 Section4  Section5  Section 6  Section 7

Country

Austria 9 11(3610%) 7 3 2 1
Belgium 24(36.06%) 19 20 16 8 4
Bulgaria 4 18 14 0 14(4130%) 2
Cyprus 3 6 _ 1 0 1
Czech Republic 2 6 2 1 3
Germany 23 6 7 4 4
Denmark 2 2 5 - 0 0
Estonia 12 7 14(3621% 3 2 4
Greece 7 4 26 2 1(56.50%) 4
Spain 15(2235%) 12 12 3 3 8
Finland 12 [6(8579%) 2 4 3 2
France 17(2692%) 17 10 3 3 3
Croatia 17 [ 5(3851%) 6 1 1 3
Hungary 3 2 7 0 1
Ireland 7 12 2 2 1
Lithuania 7 4 2 1 1
Luxembourg 5 7 6 5 1
Latvia 5 1 2 2
Malta 6 10 3 2 0
Netherlands 5 2 2 0 0
Norway 2 4 5 0 1
Poland 8 11 - 3 2
Portugal 4 25 4 10 8
Romania _ 4 0 1 2
Sweden 9 9 5 0 4
Slovenia _ 9 1 4 1
Slovakia 8 g 4 1 2

Source: Authors' own work in accordance with data from LMP reports of EU countries, 2020

As the literature has already indicated, it is not appropriate to examine employment
policy only from the point of view of active instruments, but it is also necessary to consider
its passive component, which cannot be strictly separated from active policy.

Therefore, the following figure is focused on the structure of instruments, where we
see that, on average, passive instruments predominate over active ones (56.25%). The fig-
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ure also shows that 16 countries are still ﬁnancing passive instruments to a greater extent.
Slovakia is one of these countries and of the total resources for employment policy instru-
ments it spends 60% of its funds on passive instruments (the highest share is in Cyprus).
However, we cannot draw any authoritative conclusions from the results, it is only a trend
that prevails between countries, as the threshold for the distribution of employment policy
instruments is not set and EU countries break down their policies according to individual
strategies and needs.

structure of employment pol?cy active > passive interventions (11 countries,
instruments of 27 EU countries 43.75%)

Czech Republic (66.17%), Denmark (62.91%).
Estonia (52.37%), Croatia (60.97%), Hungary
(79.78%), Lithuania (55.05%), Luxembourg
(54.36%), Malta (84.78%), Poland (67.47%),
Romania (54.00%), Sweden (69.76%)

active < passive interventions (16 countries,
56.25% 36.25%)

Austria (64.30%), Belgium (61.36%), Bulgaria
(74.59%), Cyprus (81.99%), Germany (53.53%),
Greece  (73,09%), Spain  (69,02%), Finland
(62.43%), France (69.11%), Ireland (69.30%),
Latvia (68.30%), Netherlands (70.16%), Norway
(50.99%). Portugal (72.38%), Slovenia (63.58%),
Slovakia (59.86%)

Figure 1: Structure of active and passive employment policy instruments in EU countries

Source: Authors' own work according to Eurostat data, 2020

Considering the aspect of the unemployment rate and the volume of funds spent on
active employment policy instruments, we can divide the surveyed countries according to
their distribution into 3 groups (Figure 2).

The first group of countries includes the seven (7) countries that have the highest val-
ues of total expenditure and the lowest unemployment rate. The second group of coun-
tries consists of two (2) countries (Greece and Spain) and their values achieve the highest
unemployment rate and the lowest absorption of funds for employment policy instru-
ments. The last group of 18 countries, in which Slovakia is also found, represents countries
with an unemployment rate lower than group 2 and at the same time the total expenditure
on instruments is lower than in group 1.

We can say that group 1 therefore consists of the most favorable countries in active pol-
icy expenditure with a relatively low unemployment rate. Group 2 forms a contradictory
situation (countries with a relatively high unemployment rate) and Group 3 can be called a
gray zone, which does not show significant values from both indicators.
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Figure 2: Distribution of EU countries according to selected characteristics

Source: Authors' own work in the SPSS program, 2020

5. Discussion

By synthesizing 41 studies in evaluating the effectiveness of active employment policy
instruments and examining in detail the focus of individual countries, we can speak of a
relatively effective or ineffective setting of policies of individual EU countries (in a narrow-
er context, as we abstract from other factors).

Literature review suggests that Slovakia has the largest number of sources mentioned
due to greater attention and overview of authors. Slovakia most often focuses in its re-
search on section 4 of the LMP database, in which it also invests the largest amount of its
funds. According to the results of the studies, we can say that Slovakia has the most effec-
tive tools in the field of education and should therefore increase the amount of funding,
as we suggest in chapter Results (Research question 1). The least effective instruments are
from section 6, where Slovakia also invests the lowest volume. These are measures for ac-
tivation activities, which are a kind of maintainer of recipients of unemployment benefits.
According to the qualitative research from the study conducted by Pisdr ez 4/. (2020) we
can see that support should only be an intermediate step in adapting benefit recipients to
the labor market, however, this is not the case. Beneficiaries are cyclical and their chances
on the labor market are not increasing. Due to the ongoing discussions, it is necessary to
keep the tool, albeit being ineffective. The Rodriguez-Planas study (2010) also pointed
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out in its research in Romania that public employment schemes (activation work) are the
only ones that have negative effects (they also examined programs in the field of education,
SZC and employment services). A study from Slovenia by Vodopivec (1999) again shows
a positive impact within a period of three months. If the period exceeds three months, it
is apparent that the support is negligible. At the same time, the study confirmed the fact
that the support should only be a kind of bridging period and its duration and repeatability
should not be so intense.

An example of the right policy setting (from the allocation of funds to their evaluation)
is Austria. Research studies by Weber and Hofer (2004), Winter-Ebmer (2006), Lechner
and Whieler (2011) have shown positive effects in the field of education, which is a priority
area for their expenditure side of active employment policy. This fact may also be due to a
high proportion of NEET persisting in the country, which forces the country to address
the effectiveness of the tools for young people. Another example is Sweden, which, with
its focus on section 4, shows the positive effects of the instruments in this section. We
rank both countries as those with high expenditures and low unemployment. In addition,
Swedish employment policy has a priority focus on its active component, which testifies
to the country’s maturity.

As part of the implication for employment policies in the Slovak Republic, we recom-
mend considering reducing the number of implemented instruments. The result is a com-
plicated support system that is confusing or too extensive for many entrepreneurs, result-
ing in, for example, too little interest in some programs. At the same time, low-usage tools
are administratively demanding and inefficient. Many measures, which can be combined
with each other, also make it very difficult to realistically evaluate the given instruments.
We can see that countries with a better tradition of evaluating measures have a lower total
number of these measures (Denmark, Hungary, the Netherlands).

The second recommendation is greater diversification of the regional dimension of
contributions. According to Pisdr ez al. (2020) the results show that the measures work
differently in individual regions or districts, which is confirmed by several other studies
(e.g., Stefinik et al., 2014). At the same time, overall efficiency is very low, so it is very ques-
tionable in regions with low unemployment. To verify some of the effects of the measure,
it may be appropriate to pilot them in selected districts. This would also allow better col-
lection of qualitative and quantitative data to evaluate the effectiveness of the instruments.
Increasing the use of a tool focused on education (section 2 of the LMP database) would
also strengthen the employability of members of the Roma, who are often disadvantaged
by direct tools (Kurekovid, 2015).

The most significant effects can be seen in the field of education and training, where
we positively evaluate the use of the PSM method (it is an adopted method from the field
of health care). However, the question remains as to why there is such a strong need to
examine the field of education. We believe that this is partly due to the EU policy makers
(Europe 2020 Strategy) and to the long-term effect of the instrument. Tools from other
sections of the LMP database are either short-term in nature or their effects are not clear,
and there are many financial and non-financial benefits in education. Even in the develop-
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ment of human capital, it is said that education provides the well-being of the nation in the
form of positive externalities. If support is captured before entering the labor market, there
is a better chance of higher earnings and a better standard of living. Finally, we note that
the search for studies is not final, which may skew the results over time.

6. Conclusion

Expenditure on active employment policy instruments contributes to the creation and
development of employment, but in different ways in different countries. Given that ex-
penditure is a key indicator, the aim of our research was to examine whether active em-
ployment policy instruments in individual EU countries using the LMP database were
effectively set up, as there is a clear difference in the allocation of public expenditure and
the delivery according to specific support programs.

Expenditure analysis shows that there is a difference in the employment policy strate-
gy between countries. On the one hand, there are countries (Denmark, France, Finland,
Belgium, Austria, the Netherlands, Sweden) that have relatively high spending on active
policy and the lowest unemployment rates. On the other hand, Greece, Cyprus, Croatia,
Latvia, and Slovakia are countries with relatively high unemployment rates and their ex-
penditures are significantly lower. The best rated countries are Denmark and Sweden, as
their policies are focused on its active part and achieve exemplary results in terms of unem-
ployment rates and financial resources. Denmark invests about 32% of its expenditure in
six active instruments in section 5. Sweden focuses on section 4, which is supported by 14
instruments with a 28% expenditure share and, according to studies (Forslund, Johansson
and Lindqvist, 2004; Carling and Larsson, 2005; Andrén and Andrén, 2006; Sianesi, 2001;
Larsson, 2003; Carling and Richardson, 2001) are also effective tools. Austria, together
with Sweden, are one of the examples of good policy making. Employment policy in the
Czech Republic is focused on section 1 (employment services) and invests 37% of its re-
sources oriented towards aid providers. Research (Potluka ez 4/., 2016; Kope¢nd, 2016;
Potluka e al., 2012; Dvoulety and Hora, 2020) points to the positive impacts of targeted
programs, but they are not located in the employment services section. Therefore, we can-
not discuss whether the employment policy set in this way also shows an effective setting,
but we emphasize that the Czech Republic invests a higher share of funds in active instru-
ments (66.17%). This means that it seeks to make a stronger effort to support the transition
of the unemployed to the labor market than to maintain financial support for the unem-
ployed. In this case, Slovakia is the complete opposite (59.86% share of passive measures).

If we evaluate the position of Slovakia, the results show that Slovakia is the country with
the 6th lowest funding of policy instruments (0.22% of GDP active instruments; 0.55% of
GDP in total). The funding structure of the instruments is 40.14% (active instruments)
to 59.86% (passive instruments), which does not meet the European guidelines. Further-
more, we can say that Slovakia spends the largest amount of funds on eight (8) instruments
aimed at employers in section 4, which evaluates the instruments as effective in the short
term. To approach the EU average or the countries with the lowest unemployment rates,
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Slovakia should direct its instruments in the area of public spending from the category of
incentives to support employment (section 4) to the area of education support (section 2).
Based on the studies carried out, it is questionable to increase the rate of direct job creation
(section 6), as the effectiveness of these tools is highly debatable. Based on the cluster anal-
ysis, Slovakia most closely resembles the countries of Cyprus, Croatia, and Latvia in terms
of these characteristics (total expenditure and unemployment rate).

An example of a tool that would improve the results obtained (low level of education
tools in section 2) is the retraining course REPAS +. It is one of the cheapest and therefore
relatively effective tools in Slovakia (Pisdr ez a/., 2020). It is a tool that is used across age and
educational characteristics, and thus from this point of view the most universal of the ex-
amined tools. Its low usability is mainly justified by the low share of courses that improve
skills for the future (IT courses) or its ability to use the contribution only once.

The study carried out on the effectiveness of employment policies could be extended to
include a passive component, which we cannot strictly separate from active instruments.
The results obtained that way would indicate, on one hand, a global view of the effec-
tiveness of employment policy and, on the other hand, which countries tend to integrate
jobseekers into the labor market or tend to improve the living situation of the unemployed.
It is also possible to focus on a new indicator in European documents, namely the quality
index on quality of ALMP (Active Labour Market Policy) implementation.
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