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Preface

During the most recent economic crisis commencing in the last quarter of the year
2008, several European countries used so-called short-time working arrangements in
order to protect jobs that might otherwise be lost. Since a lot resources were in-
vested in these programmes, affecting a large number of workers, it is important to
understand whether and how these arrangements have contributed to keeping unem-
ployment low and supporting economic recovery in the different Member States.

The European Commission has therefore commissioned policy research institute Pan-
teia from the Netherlands, in cooperation with SEOR, to carry out an analysis of the
use and the effectiveness of short-time working arrangements during the crisis.

This report presents the result of this research project carried out between June 2011
and June 2012. It presents qualitative information on the design, implementation and
perceived effectiveness of short-time working arrangements, as well as quantitative
information based on macro- and micro-econometric analysis at European level and
at the level of businesses and employees. By combining different research methods,
the report presents overarching conclusions on how short-time working arrangements
can be used in order to maximise their effectiveness and efficiency.

In carrying out the study, the research team interviewed a variety of respondents
and collected existing data from national and international sources. We would specifi-
cally like to thank Alexander Hijzen from the OECD and the national authorities of
Germany, France and Germany for making data for the econometric analyses avail-
able to us. Furthermore, we would like to thank our respondents at European level,
at national level and at company level for taking the time to share their experiences
with us.

Finally, we would like to thank the members of the Steering Group of the European
Commission, DG Employment, for their constructive cooperation and their feedback
on earlier versions of this report.

Douwe Grijpstra
Project leader
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Executive summary

The European Commission acknowledges that, in response to the current economic crisis,
European governments have invested heavily in short-time working arrangements (STWA).
The objective of STWA is to protect jobs that are under threat due to a temporary drop in
output. Governments aim to help businesses keep their employees during the crisis so that
they do not need to re-hire people when the economy picks up again. Given this prominent
position of STWA, the Commission wishes to be provided with an analysis of whether these
STWA have indeed protected jobs in the EU labour market and how this protection com-
pares to earlier experiences with similar measures in previous crisis situations.

Such an analysis is relevant because in future crisis situations governments need to be able
to make more informed and better decisions on introducing, modifying or terminating
STWA. In order to do so, a European approach where countries with different arrangements
can be compared will provide clarity on the best ways to effectively protect jobs during an
economic downturn.

This report presents the results of a comparative research project that was carried out by
Dutch research institute Panteia, in cooperation with SEOR, between June 2011 and June
2012. In the course of the project, an overview of STWA use in all European Member States
was attained, followed by a quick scan of twelve European STWA and in-depth study of
STWA use in three countries, namely Germany, France and Austria. For the overview, the
available literature at European level and at national level was reviewed and some national
stakeholders were interviewed. Furthermore, we conducted macro-econometric analyses of
data provided by the OECD in order to measure the effectiveness of STWA at macro level.
On the basis of the overview, the three countries Germany, France and Austria were se-
lected as cases for the in-depth study.

In the three case studies, an extended interview programme was carried out, as the re-
search team interviewed representatives of government, business representatives and
trade unions in the countries concerned. Furthermore, company cases studies were carried
out in order to understand how companies dealt with the crisis and which role STWA use
played in their approach. Finally, we used micro level data provided by national govern-
ments and employment agencies to analyse the effectiveness of the measures at company
level and at the level of the individual. The results of all these research activities are pre-
sented in this report.

Defining short-time working arrangements

Short-time work (STW) can be defined as a temporary reduction in working time intended
to maintain an existing employer/employee relationship. It can involve either a partial re-
duction in the normal working week for a limited period of time (a partial suspension of the
employment contract) or a temporary lay-off (a full suspension of the employment contract
with zero hours' week). In both cases, the employment contract continues and is not bro-
ken. STWA are designed in order to allow employers to temporarily adjust the working
hours (and thus maintain internal flexibility) without discontinuing the employer-employee
relationship.




The focus of our study is on STWA that are subsidised by the government. Hereby, the
government supports individual employees or companies on short-time work with subsidies
in order to compensate for income loss. STWA that were created on the basis of for exam-
ple a sectoral agreement without government support have not be taken into consideration
in this study. During the economic crisis in 2008-09, STWA were applied by the majority of
EU countries.

Though STWA differed considerably between the different countries, the literature shows

that there are several main features that are common to most of the STWA.

= Firstly, STWA are associated with the reduction of working hours for (all) workers in a
company or a specific work unit and it forms an alternative to layoffs.

= Secondly, this reduction in working hours is accompanied by a corresponding (pro-rata)
reduction in wages/salaries.

= Thirdly, provision of wage supplements (usually public subsidies) is administered to af-
fected workers.

= Fourthly, specific time limits on the period of STWA are usually established in order to
ensure that STWA is a temporary measure.

= Finally, links between work sharing programmes and training / retraining activities may
be created.

However, not all of these elements have to be necessarily present in every STWA. As the

design and application of STWA differ significantly between countries, these differences are

often reflected in the provisions relating to the eligibility criteria. According to the European

Employment Observatory (2010) the main distinguishing features of individual STWA in-

clude:

= Scope of the application (only certain categories of employees or all employees eligible
for STWA);

= Nature of the financial assistance from the taxpayer (wage support, social security pay-
ment support or both elements combined);

= Sjze of the company supported (small and medium enterprises, large companies or all
companies);

= Generosity (duration and extent of the financial support from the taxpayer);

= Extent of the conditionality attached to the financial support from the taxpayer (e.g. re-
quirements not to have any dismissals or to provide training to employees on STWA);

= Relation between STWA and training (training compulsory within STWA scheme, incen-
tives for training, etc.)

One of the key characteristics of STWA is that they always include some kind of balance of
investment and benefit. This is to say that all actors involved, i.e. employers, employees
and public authority have to suffer some kind of loss, but that they also all benefit from the
effects. This makes STWA an instrument based on public consensus and shared interest,
since it only works if all actors are convinced of its use. As a consequence, different mecha-
nisms work at different levels and for different target groups which makes it interesting to
separate these different levels and look at each group separately. The key benefits and
risks of the measures for the different target groups can be summarised as follows:
= Employers benefit from lower labour costs, cash flow protection, keeping competent staff
in company and improving medium term productivity through qualification measures.
They risk decreasing work morale, worsening competitive standing, pressure on prices.
= Employees gain employment security, keeping their job in difficult times, increase skills




and employability through qualification measures. They have to accept lower income
levels in the short term, as not all idle time is compensated for.

® Public authorities use STWA to protect the national economy and crucial sectors against
economic shocks, prevent mass dismissals, high unemployment (leading to financial
pressure on social insurance) and social unrest in a crisis situation. They risk incurring
deadweight losses, i.e. spending public money on jobs that would have been kept in any
case, displacement effects, i.e. spending public money on jobs that are lost after all, and
delaying necessary restructuring of the national economy by protecting unviable jobs
and enterprises.

= The unemployed do not benefit directly from the measures as STWA is targeted at peo-
ple in employment. It could even be argued that STW goes against the interest of the
unemployed since the natural inflow and outflow in employment is prevented. At the
same time, STW can contribute to a quicker recovery which is also in the interest of the
unemployed.

Context of STWA use in different countries

The different short-time working arrangements in European countries are embedded in the
national socio-political context and directly influence the scale of participation in STWA. The
economic crisis of 2008-09 also had an effect on the design of the individual STWA
schemes, as in most countries, several changes in the measures were carried out as a re-
sponse to the economic downturn.

Preceding the recent crisis, Europe was experiencing sound economic growth and very
strong employment expansion. Generally speaking, the main concern seemed to be the
demographic developments which suggest a declining supply of labour in Europe while at
the same time labour market demand was growing. The past years however, things were
turned upside down. In 2008, global financial markets experienced their worst crisis since
the 1930s. It is beyond the scope of this study to discuss the causes of the crisis, but its
impact became more and more visible. Investment, production and consumption all de-
clined through diminishing investor and consumer confidence as credit markets froze and
millions of people lost their jobs.

The unfavourable economic development from 2008 onwards had far-reaching conse-
quences for the EU labour market. The positive course of 2005 to 2008 was reversed after
the beginning of the economic crisis in 2008 as the EU27 unemployment rate rose from
6.9% in mid 2008 to 9.7% in mid-2010. The growth of the unemployment rate varied
strongly among European countries. In countries like Germany, Austria or the Netherlands,
the growth of the unemployment was relatively modest. On the other hand the unemploy-
ment rate severely increased in Latvia, Spain and Slovakia. Spain is currently facing the
highest (and increasing) unemployment rate of all observed countries.

Figures show that the increase in unemployment is not evenly distributed among different
groups on the labour market. Some groups turn out to be more disadvantaged by the re-
cession than others. Similarly to past recessions employees with lower education seem to
be hardest hit by the recession at EU27 level. The employment of people with primary or
lower secondary education decreased between early 2008 and late 2009 by more than 6%,
compared to 1 percent of those with an upper and post-secondary education and 5 percent




of those with a tertiary education. Exploring the situation in some countries in more detail
we can see that Latvia experienced the most serious decrease in the employment of pri-
mary or lower secondary educated. Their employment decreased by one fifth while in the
case of people with tertiary education it was roughly 5%. The unemployment rate of people
with low education in Spain increased 13.7% between mid 2008 and mid 2010. On the
other hand in Germany and Slovakia the unemployment of low educated decreased by
0.3% and 0.1% respectively. Italy and Finland form the only exceptions in our country
sample where the employment of upper and post-secondary educated showed a better
trend than the employment of tertiary educated.

Design of STWA

When comparing STWA in European countries we can find a variety of individual measures

in terms of eligibility requirements, conditional requirements, generosity, relation to the la-

bour market policies and training, financing, payment and the role of stakeholders. This va-

riety can be (partially) explained by the contextual differences and different (weights of

particular) objectives. Apart from these differences we can identify some common features.

= Firstly, countries where STWA was established before the 2008-09 crisis prolonged the
available durations of short-time work for the period of crisis. Thus, available duration of
STWA in these countries was longer than in countries were STWA was newly introduced.
As a consequence, there was a large variation in the possible length of STWA starting
from 60 days (per year) in Slovakia reaching to 3 years in a 5 year period in Italy.

= Secondly, the majority of countries financially stimulated training activities (Austria, Bel-
gium, France or Germany) or made participation in training mandatory during the STWA
(Czech Republic, the Netherlands or Slovenia).

= Thirdly, the newly established STWA seem to be less generous and more stringent in
terms of eligibility and conditionality requirements compared to STWA that had been es-
tablished before the 2008-09 crisis. Furthermore, we assume that the generosity, eligi-
bility and conditional requirements of STWA during the 2008-09 crisis maximized the ef-
fect and impact of STWA.

m Fourthly, involvement of social partners in some countries led to (additional) agreements
about STWA. These agreements often increased the generosity of the scheme for em-
ployees.

= Fifthly, it appears that within the EU countries only in old member states STWA is fi-
nanced by the unemployment benefits system. New member states finance STWA from
the state budget or from the European Social Fund.

Finally, there is no obvious geographical clustering of STWA according to the above men-
tioned criteria.

Implementation of STWA

Depending on the tradition and the design of the measures, the implementation of STWA
differed across the countries. In most cases STWA was designed by the authorised ministry,
e.g. the ministry of social affairs and employment, and implemented by the Employment
office/service. Where the STWA was adapted during the crisis, social partners (trade unions
and industry associations, and sometimes businesses) were strongly involved in the policy
discussions.




The adaptation of STWA to the crisis was easier in countries where the scheme already ex-
isted and was well known before the crisis. The reason for this is that the procedures, ef-
fects, advantages and disadvantages were known by the Employment Office/Service and
the social partners. As in the case of Austria or Belgium, the tradition of social partnership
and negotiation culture seem to further ease the negotiations about the adaptations to and
the implementation of the scheme. In countries where STWA was newly introduced the
scheme was designed within a relatively limited time frame and there was little space for
detailed ex-ante assessments. It is important that employers and employees are well in-
formed about the STWA. The ministries, Employments Office/Service and other stake-
holders can take a role in informing the employers and employees about the scheme. Low
knowledge of the scheme may decrease participation, raise ambiguities about the scheme
and worsen the effect and impact of the scheme.

Once the framework of STW was stable, it was mainly up to businesses, work councils and

the employment agency to implement the measures. Generally, the procedure of applying

for STW can be described as follows (although the practice in case of individual coun-

try/scheme can differ):

= In countries in which a social partner agreement was needed as prerequisite for partici-
pation in STWA, employers often had to consult/come to an agreement with social part-
ners before applying for the STWA.

= When applying for the scheme, employers were required to submit a number of docu-
ments (depending on the country and the scheme) to the Employment Office/Service,
such as the application for STWA, proof of economic need, a list of participating employ-
ees or a solemn declaration.

= The Employment Office/Service assessed whether the employers / employees fulfil all
the conditions required for the participation in the scheme. In case of ambiguities or
doubts the Employment Office/Service approaches the employer or asked for additional
documents.

= After the application was assessed and the participation in STWA was approved, the em-
ployer could apply the scheme. During the application of the scheme the employer may
be required to regularly report on how many employees have been participating in STWA
and the extent of the participation. This information may be checked by the Employment
Office/Services in order to avoid abuse of the scheme.

The number of participants varied strongly in various countries. The reasons for this are the
cross-country differences in population of employees and the difference in STWA participa-
tion rates. Judging from the absolute number of participants the largest short time working
arrangement can be found in Germany. In May 2009 when the maximum number of partici-
pants in German scheme was reached, 1,442,667 employees were enrolled in the system.
In France, 673,000 employees were affected by STWA in 2009. On the other hand, in the
same year only 20,591 employees took part in STWA in Spain and in Latvia the total num-
ber of participants was less than 6,000. In the majority of examined countries, the partici-
pation in STWA started to increase in late 2008, peaked in 2009 and started to decrease in
2010. Less stringent eligibility criteria and conditional requirements and higher generosity
of STWA led to a higher take up. Very complex schemes also seem to decrease the take up
rate as they are less suitable for smaller companies.

STWA use was not distributed evenly across the economy. In many of the countries, it is
clear that the great majority of participants worked in industry or in the manufacturing sec-




tor, whereas less demand came from the services sector. Specifically, the Austrian, German
and French car manufacturers were intensive users, but also the metal industries in the
Netherlands, and Slovenia were well-represented as well as the textile and clothing indus-
try in France. Exceptions to this industrial emphasis are the schemes in Spain and Latvia.
Thus, Latvian participation rates were high in retail and wholesale enterprises as well as in
accommodation and catering whereas in Spain the services sector scored highest in terms
of companies participating. However, the highest number of participants came from indus-
trial companies, implying that these companies sent greater shares of workers into the
schemes.

Reflecting the general composition of the workforce in these sectors, the majority of par-
ticipants in STWA in several countries were male and aged between 30 and 50 years. More-
over, it appears that companies were most likely to use STW for skilled workers out of me-
dium income groups, such as machine operators. These are after all the workers that will
be hard to find for employers when the economy picks up again. In addition, the great ma-
jority of participants had permanent contracts, though it is unclear whether their represen-
tation was disproportional, depending on the country in question. Macro-econometric analy-
ses and the analyses conducted by OECD (2010) and Hijzen & Venn (2011) suggest that
STWA rather benefited permanent workers than temporary workers. No information is
available on the ethnicity of participants.

There is great variety in the ways in which training was implemented within STWA in Euro-
pean countries during the crisis. Whereas in some countries, e.g. the Netherlands, Latvia
and the Czech Republic, training was mandatory during STW, in other countries, e.g. Ger-
many and France, it was an option that was supported by financial incentives for employ-
ers, in many cases else supported by the European Social Fund. However, the participation
in the voluntary training measures was disappointing in most countries, as only a minority
of companies made use of the support available.

There are several reasons explaining low participation rates in these countries.

= Firstly, the personnel participating in the training is less flexible and can not always be
re-employed immediately when production increases again without terminating the train-
ing.

m Secondly, organisation of training imposes an additional administrative burden on the
employer, especially where companies do not have specialised human resources depart-
ments or medium-run training strategies.

= Thirdly, as in some countries the costs of training schemes are not fully reimbursed,
training is an extra expenditure for employers at a time when employers look at reduc-
ing their expenditure where possible.

= Finally, there is problem of trade-off between training in general or specific skills. Some
employers may not be inclined to implement training if it does not directly response to
their needs in a short period

Effectiveness of STWA

Most of the countries that have employed STWA in the recent crisis are positive about their
experience of implementing STWA. Several ministries and agencies involved have published
estimates of how many jobs have been saved as a consequence of STWA. However, these




estimates are not always based on hard data. High take-up rates are not necessarily indica-
tions of high effectiveness, as it may be the case that jobs are protected that did not need
protection, or that workers who were subsidised are still dismissed after the crisis (so-
called deadweight losses and displacement effects). Nonetheless, the general impression
emanating from secondary sources at country level is positive.

According to sources at country level, the effectiveness of STWA is not only dependant on
the design of the measures, but also on the context and the development of the economy
during the crisis. STWA are seen as effective as long as there is no need for structural ad-
aptation of the economy and the demand for goods is likely to pick up again quickly. In
Germany, where the economy was in a robust state before the crisis, the STWA seems to
have been highly effective, since the main reason for the economic difficulties was indeed a
temporary fall in both national and international demand. In Latvia on the other hand, it
was found that STWA was preventing necessary restructuring of the economy taking place.
The economy was subject to a lot of change which also necessitated some labour relocation
processes which became obvious during the economic crisis. As a consequence, STWA was
not the right instrument to address the economic challenges.

Moving on from the national sources, overarching macro-econometric studies on STWA
show that STWA are an effective instrument to protect jobs in times of crisis, at least in the
short term. Most analyses do find that the measures are effective, but the way in which
these effects are achieved remains unclear. A reconstruction of previous macro-
econometric analyses has shown that it depends strongly on the model applied (1) whether
the effect of STWA is found to be direct or indirect (indirect meaning that STWA only has
effect through mitigating the effect of a drop in output on employment), and (2) how many
jobs are found to have been saved by the use of STWA. Our own estimations fit in the ex-
isting literature as they also find a positive effect of STWA on employment, exclusively be-
cause STW temperates the impact of negative output shocks on employment. The total
number of jobs saved in the 10 countries for which we have evidence from our own estima-
tions and from the previous literature could range from 125,000 to 850,000.

The micro-econometric analyses conducted on the basis of establishment data for Germany
and France present a more nuanced picture of the effects of STWA on employment. The
same is true for the analysis of employee level data in Austria.

For Germany, our most reliable model suggests that firms which used short-time working
retained 5 percent more workers than firms with comparable difficulties which did not. This
matches the perceptions of users that Kurzarbeit helped to preserve employment during the
crisis. However, the figure also suggests deadweight losses. It is important to keep in mind
that this figure may be an underestimation of the real effect, as it is not clear whether our
model completely manages to control for the endogeneity of the use of Kurzarbeit (i.e. for
the fact that firms with difficulties are more likely to use Kurzarbeit anyway).

For France, the effects of STWA estimated on the basis of micro data are limited. We only
find a positive effect of STW on employment for firms which experience very important
drops in output (by more than 55 or 60 percent). For other firms, we only find slight nega-
tive effects. Again, this matches the perceptions of stakeholders in the field, who think that
STWA could have had a bigger impact if the measure had been designed in a different way.




For Austria, we estimate the effects on the basis of data at the level of individuals, testing
the hypothesis that employees participating in Kurzarbeit in Austria have, all other things
being equal, higher job security then others. We consider short term job security. To be
precise, we consider the job security six months after the start of the Kurzarbeit period. We
find a statistically significant, but small effect. 650 employees would not have a job if they
had not participated in Kurzarbeit. This leads us to the conclusion that Kurzarbeit has a
very small effect on the short term job security of employees in Austria.

In general, it is noteworthy that our estimations based on micro-data find some positive,
even if limited, effects of STWA on employment, as previous literature based on micro-data
so far often found negative results. The latter are often associated with the difficulty to cor-
rect for endogeneity of STW use. We also had to deal with this problem in our analyses,

and it is very well possible that our results still are an underestimation of the true effects of
STWA.

In our study, as well as in previous literature on the subject, we note that estimations con-
ducted on the basis of macro (country or sector-level) data in general find more positive
effects of STWA than estimations based on data at establishment level. This is due to the
fact that the problem of endogeneity of STW use is less important in analyses at country
level. Many countries with quite different situations in terms of GDP and employment have
STW schemes. Therefore, the use of STWA does not necessarily indicate that a country is in
particular great trouble compared to others, while for firms, STW use is much more directly
influenced by difficulties encountered. As the endogeneity problem is less important for
analyses at the macro-level, the estimations based on macro data are less in danger of un-
derestimating the effect of STWA on employment. However, this does not mean that the
endogeneity problem completely disappears in macro-econometric analyses: the use of
STWA can increase in a country as the employment situation deteriorates. In this sense,
the risk of underestimating the effects of STWA is present for analyses both at micro and at
macro level and the ideal solution to this problem is yet to be found.

In-depth qualitative research at country and company level in Germany, France and Austria
shows that the effects of STWA are not limited to the direct protection of jobs which can me
measured by using econometric calculations. Companies do report that they would have
had to dismiss employees in the absence of STWA. In addition however, especially in Ger-
many, the country with the largest STWA in terms of participation, STW is seen as a meas-
ure contributing to the stability of businesses and as a consequence to the stability of the
economy as a whole. While respondents acknowledge that it is possible that deadweight ef-
fects occur, this is acceptable to the actors involved as the overall effect on the economy is
judged to be more important. As short-time work enabled companies to react swiftly to the
increasing demand after the crisis, the measure is seen as having contributed significantly
to the strength of the German recovery.

The long-term effects of the arrangements remain unclear. This has to do with the fact that
it is hard to isolate the impact of STWA in the further development of the economy in gen-
eral and in individual careers. Of course, it is also still too early to measure the long term
effects of STWA in the recent crisis.

Regarding broader effects of STWA, we can also include the results of training activities on
the employability of STWA participants in our overall judgment. Though participation in




training schemes was not always high, where training activities did take place, participants
are generally very positive about the results of the training. Other indicators of the short-
term and long-term impact of training measures are hard to find. Previous studies have
shown that the short-term impact of training is often low, but that it can have important
consequences in the long-term both on individual careers as well as on the functioning of
the labour market. However, these long-term consequences are very difficult to assess sci-
entifically, since it is not easy to isolate the effects of training from other factors influenc-
ing labour market developments. Interestingly, in the macro-econometric analysis, there is
one result that suggests that making STW use conditional on training may enhance its im-
pact on employment. It is however not robust across measurements of STW take-up.

Lessons learnt

Not only public authorities and policy makers, but also end users, i.e. companies and em-
ployees, interviewed for the purposes of this study have confirmed that in a future crisis
situation short-time work would again be a useful instrument for tackling economic misfor-
tune. Of course, none of the STWA can claim to be perfect, as some might have hoped for
higher participations rates, others are worried about deadweight losses and still others
show disappointing results regarding the use of training measures in the context of STWA.
As has already been described, during the recent crisis several changes were made to the
design of the STWA. Hereby the basic working mechanisms of the STWA were not influ-
enced, but the balance between generosity and strictness, between public and private con-
tribution, between employer and employee risk was adapted to make the measures more
attractive. This implies that there are several points, ‘buttons’ so to say, at which STWA
can be adjusted to produce different effects.

Looking at the information we have collected for this study from an overarching perspective
we can formulate some lessons that are of importance for policy makers considering the use
of STW in future crisis situations. We have linked these lessons to the most important issues
surrounding STWA: the right context to use the instrument, the prevention of deadweight
losses and displacement effects, the related minimisation of costs, the role of social partners,
the facilitation of training and the effective and efficient implementation of the measures.

Recommendations regarding design and usage of STWA

1) Context: in what kind of situation is it advisable for a country to stimulate the use of STWA?

STWA use is most likely to be effective when:

» The economy was in good shape before the onset of the economic crisis;

m The causes the economic crisis are external, e.g. due to a drop in demand from other countries;

m  The crisis is likely to be of a temporary nature and does not require structural changes in the econ-
omy to be overcome;

» There is a broad commitment to the protection of employment amongst the stakeholders involved.

2) How can deadweight losses and displacement effects be prevented?

m  Require companies to present a proof of economic need before using STW in which they prove that
the difficulties faced are of a temporary nature and caused by external events, i.e. not by misman-
agement or internal problems.

= Make sure that some residual costs remain to companies, such as partial top-ups of STW allowances,
social security contributions, other allowances such as holiday pay, to make sure that companies
have to consider closely whether STW use is necessary. There is a trade-off here between generosity
and participation.




= Require companies to make use of other instruments of internal flexibility before using STWA.

= Keep eligibility requirements for employees to a minimum to ensure that different groups of employ-
ees can benefit equally from the STWA.

= Introduce dismissal protection for participating employees during participation in the measure, but
not after participation, in order to prevent companies being caught up in the measure.

= Keep the administrative burden resulting from these requirements in mind which may lead to lower
participation and effectiveness.

3) How can the costs of the measures for the public be minimised?

= |et all the groups involved make concessions so that the costs of the instrument is distributed across
the stakeholders: employers, employees, public purse.

m Set a limit on the duration of STWA in order to prevent over-use, but allow some flexibility to reas-
sure companies

= Find a balance between attractiveness to increase participation and strictness to prevent deadweight
losses

n Despite these efforts, STW will remain an expensive instrument, though it can be argued that it
comes in place of unemployment benefit payments which may be even more expensive.

4) In what ways should social partners be involved in the shaping and implementation of the

measures?

= Involve national social partners in policy discussions in order to stimulate debate, reach consensus,
create commitment and increase the public awareness of the system. This can be seen as the
groundwork for a successful implementation.

= Use the possibilities provided by company-level social dialogue, e.g. by requiring work councils to ap-
prove STW applications, as this provides both legitimacy as well as efficiency in the implementation
and serves as a check against unjustified applications (deadweight losses).

= Be aware that a strong role for trade unions can lead to higher costs for businesses and possibly
lower take-up rates as a result.

5) How can the use of training measures during STW be successfully stimulated?

= Be careful with making training measures a mandatory part of STWA as it changes the nature of the
instrument and move the focus away from employment protection.

= Provide financial incentives, both as a general measure for stimulating training and reimbursing train-
ing costs during STW.

= Above all, provide practical support for the organisation of training, in cooperation with social part-
ners and training institutions, by supporting the introduction of flexible training courses and training
share/pool systems for SMEs.

» Increase efforts to explain the value of transversal competences to stakeholders and businesses.

n  Keep the additional administrative burden as small as possible.

6) How can the effectiveness and efficiency of the implementation be improved?

m  Make the support of businesses and the handling of STWA application an absolute priority within em-
ployment agencies. Make sure that employment agencies have recourse to additional resources to
handle the administrative processes.

»  Concentrate on a timely handling especially of applications and financial reimbursements to increase
the effectiveness of STWA as a crisis instrument.

» Invite and make use of social partner support in awareness raising, information and support to enter-
prises.

= Ensure that all stakeholders involved make an unequivocal choice for STWA use as part of the overall
crisis response to facilitate a smooth implementation process.




Zusammenfassung

Die Europdische Kommission konstatiert, dass die europdischen Regierungen als Reaktion
auf die aktuelle Wirtschaftskrise viel in Kurzarbeitsprogramme (Short-time working arran-
gements, STWA) investiert haben. Das Ziel der Kurzarbeit ist es, Arbeitsplatze zu sichern,
die durch den voriibergehende Produktionsriickgang bedroht sind. Die Regierungen mdch-
ten Unternehmen dabei unterstitzen, ihre Mitarbeiter wahrend der Krise zu halten, sodass
sie nicht neue Leute einstellen missen, wenn sich die Konjunktur wieder erholt. Wegen die-
ser wichtigen Rolle der Kurzarbeit méchte die Kommission analysieren, ob diese Programme
wirklich Arbeitspléatze in der EU geschiitzt haben und wie sich dieser Effekt mit den Erfah-
rungen mit ahnlichen MaBnahmen in friheren Krisensituationen vergleichen lasst.

Eine solche Analyse ist relevant, weil Regierungen in zuklnftigen Krisensituationen in der
Lage sein missen, fundierte und bessere Entscheidungen liber die Einfithrung, Anderung
oder Beendigung der Kurzarbeit zu treffen. Ein europdischer Ansatz, bei dem Lander mit
unterschiedlichen Systemen miteinander verglichen werden kdnnen, kann zu mehr Klarheit
Uber die besten Méglichkeiten fliihren, mit denen man Arbeitsplatze wahrend eines wirt-
schaftlichen Abschwungs wirksam sichern kann.

Dieser Bericht enthalt die Ergebnisse eines vergleichenden Forschungsprojekts, das zwi-
schen Juni 2011 und Juni 2012 von dem niederlandischen Forschungsinstitut Panteia, in
Kooperation mit SEOR, ausgefiihrt wurde. Im Zuge des Projektes wurde ein Ubersicht tber
die Nutzung der Kurzarbeit in allen Mitgliedstaaten der Europadischen Union angestrebt, ge-
folgt von Quick Scans von zwoéIf europdischen Kurzarbeitssystemen und letztendlich einge-
hender Studie von Kurzarbeit in drei Ldndern, und zwar Deutschland, Frankreich und Oster-
reich. Fiir die Ubersicht wurden die vorhandenen Studien auf europédischer Ebene und auf
nationaler Ebene miteinbezogen und es wurden einige Beteiligte in den Mitgliedsstaaten be-
fragt. Darlber hinaus haben wir makro-6konometrischen Analysen von Daten ausgefihrt,
die von der OECD zur Verfligung gestellt wurden, um die Wirksamkeit der Kurzarbeit auf
Makro-Ebene zu messen. Die drei Lédnder Deutschland, Frankreich und Osterreich wurden
als Falle fur die eingehende Untersuchung ausgewahlt.

In den drei Fallstudien wurde ein intensiveres Interviewprogramm ausgefihrt, wobei die
Vertreter von Regierungen, Wirtschaft und Gewerkschaften in den betroffenen Landern be-
fragt wurden. Darlber hinaus wurden Fallstudien von Unternehmen durchgefiihrt, um zu
verstehen, wie die Unternehmen mit der Krise umgegangen sind und welche Rolle die Kurz-
arbeit in diesem Kontext gespielt hat. SchlieBlich wurden Mikrodaten verwendet, die von
den nationalen Regierungen und Arbeitsagenturen zur Verfligung gestellt wurden, um die
Wirksamkeit der MaBnahmen auf betrieblicher Ebene und auf Ebene des einzelnen zu analy-
sieren. Die Ergebnisse all dieser Forschungsaktivitdaten sind in diesem Bericht enthalten.

Die Definition von Kurzarbeit

Kurzarbeit kann als eine voriibergehende Verringerung der Arbeitszeit definiert werden,
durch die ein bestehendes Arbeitgeber/Arbeitnehmer-Verhaltnis aufrecht erhalten warden
soll. Es kann sich dabei entweder um eine teilweise Reduktion der normalen Arbeitszeit flr
einen begrenzten Zeitraum handeln (eine teilweise Aussetzung des Arbeitsvertrages) oder




um eine voriibergehende Entlassung (eine vollsténdige Aussetzung des Arbeitsvertrages mit
null Stunden pro Woche). In beiden Féllen bleibt der Arbeitsvertrag erhalten. Kurzarbeit ist
so konzipiert, um Arbeitgebern die Mdglichkeit zu geben, die Arbeitszeit voriibergehend an-
zupassen (und damit die interne Flexibilitat aufrecht zu erhalten) ohne das Beschaftigungs-
verhaltnis zu kidndigen.

Der Schwerpunkt unserer Studie liegt bei Kurzarbeitssystemen, die von der Regierung sub-
ventioniert werden. Dabei unterstlitzt der Regierung einzelne Mitarbeiter oder Unternehmen
in Kurzarbeit mit Zuschissen, um Einkommensverluste zu kompensieren. Kurzarbeitssys-
teme, die auf der Grundlage zum Beispiel einer sektoralen Vereinbarung ohne staatliche
Unterstlitzung erstellt wurden, werden in diese Studie nicht mit einbezogen. Wahrend der
Wirtschaftskrise von 2008-09 wurde Kurzarbeit von den meisten europdischen Regierungen
angewendet.

Obwohl die Kurzarbeit zwischen den verschiedenen Landern erheblich variiert, wird in der
Literatur zu diesem Thema konstatiert, dass es mehrere Kernmerkmale gibt, die bei den
meisten Kurzarbeitssystemen auftreten.

m Zunachst wird die Kurzarbeit mit der Reduzierung der Arbeitszeit fir (alle) Arbeitnehmer
in einem Unternehmen oder einer bestimmten Abteilung assoziiert, die eine Alternative
zu Entlassungen bildet.

m Zweitens wird diese Verkiirzung der Arbeitszeit von einer entsprechenden (relative) Sen-
kung der Léhne/Gehalter begleitet.

= Drittens ist vorgesehen, dass eine Lohnaufstockung (in der Regel 6ffentliche Subventio-
nen) an die betroffenen Arbeitnehmer gezahlt wird.

= Viertens werden gewoéhnlich bestimmte Fristen flir die Dauer der Kurzarbeit gestellt, um
sicherzustellen, dass die Kurzarbeit eine voribergehende MaBnahme ist.

= SchlieBlich kénnen Verbindungen mit Arbeitsteilungsprogramme und Ausbildungs-
/Umschulungsaktivitaten aufgebaut werden.

Allerdings sind nicht immer all diese Elemente in allen Systemen vorhanden. Wahrend die

Gestaltung und Anwendung von Kurzarbeit deutlich variiert zwischen den Léandern, spiegeln

sich diese Unterschiede haufig in den Bestimmungen zu den Auswahlkriterien wider. Nach

Angaben des Europadischen Beschéaftigungsobservatoriums (2010) sind die wichtigsten Un-

terscheidungsmerkmale der einzelnen Kurzarbeitssysteme:

m Geltungsbereich der Anwendung (nhur bestimmte Kategorien von Arbeitnehmern oder
aber alle Beschaftigten haben Anspruch auf Kurzarbeit);

m Art der finanziellen Unterstltzung durch den Steuerzahler (Lohnunterstiitzung, soziale
Sicherheitszahlungen oder beide Elemente kombiniert);

m GroBe der unterstiitzten Unternehmens (kleine und mittelstéandische Unternehmen,
GroBunternehmen oder alle Unternehmen);

m GrofBzlgigkeit (Dauer und Umfang der finanziellen Unterstiitzung durch den Steuerzah-
ler);

= Umfang der Auflagen die an die finanziellen Unterstiitzung verbunden sind (z.B. Kindi-
gungsschutz wahrend der Kurzarbeit oder Verpflichtungen, Schulungen fir Mitarbeiter in
Kurzarbeit anzubieten);

= Verbindung zwischen Kurzarbeit und Weiterbildung (verpflichtete Bildung im Rahmen der
Kurzarbeit, Anreize flur die Bildung, etc.)




Eines der wichtigsten Merkmale der Kurzarbeit ist es, dass sie immer auch auf einem ge-

wissen Ausgleich von Kosten und Nutzen basiert. Das heiBt, dass alle beteiligten Akteure,

z.B. Arbeitgeber, Arbeitnehmer und die 6ffentliche Hand, einen Teil der Kosten tragen, dass

sie aber auch alle von der Wirkung der Kurzarbeit profitieren. Dies macht die Kurzarbeit zu

einem Instrument, das sich auf 6ffentlichen Konsens und gemeinsame Interessen stutzt,

denn es funktioniert nur, wenn alle Akteure von ihrem Nutzen lUberzeugt sind. Es gibt dar-

um unterschiedliche Mechanismen, die auf verschiedenen Ebenen und fir unterschiedliche

Zielgruppen wirken, sodass es interessant ist, diese verschiedenen Ebenen zu trennen und

sich jede Gruppe gesondert anzuschauen. Die wichtigsten Nutzen und Risiken der MaBnah-

men kdnnen fir die verschiedenen Zielgruppen wie folgt zusammengefasst werden:

= Die Arbeitgeber profitieren von niedrigeren Lohnkosten, Cash-Flow Protection, vom Hal-
ten der kompetenten Mitarbeiter im Unternehmen und von der Verbesserung der mittel-
fristigen Produktivitat aufgrund von QualifizierungsmaBnahmen. Sie riskieren eine ab-
nehmende Arbeitsmoral, die Verschlechterung der Wettbewerbsposition und Druck auf
die Preise.

= Mitarbeiter profitieren von Beschaftigungssicherheit, da sie ihre Arbeit in schwierigen
Zeiten halten. Sie kénnen ihre Kompetenzen und Beschaftigungsfahigkeit durch Qualifi-
zierung verbessern. Sie mussen allerdings kurzfristig ein niedrigeres Einkommen akzep-
tieren, da nicht die gesamte Kurzarbeiterzeit kompensiert wird.

= Die Behérden verwenden STWA, um die Volkswirtschaft und die Kernindustrien vor wirt-
schaftlichen Schocks zu schiitzen und Massenentlassungen, hohe Arbeitslosigkeit (die zu
finanziellem Druck auf die Sozialversicherungen fiihren kann) und soziale Unruhen in ei-
ner Krisensituation zu verhindern. Sie riskieren Mithnahmeeffekte, also 6ffentliche Ausga-
ben flr Arbeitsplatze, die sowieso erhalten geblieben waren, Verlagerungseffekte, also
Offentliche Ausgaben fir Arbeitspldtze, die letztendlich doch verloren gehen, und sie ver-
zbgern moglicherweise eine notwendige Umstrukturierung der Volkswirtschaft durch den
Schutz unrentabler Arbeitspldtze und Unternehmen.

= Arbeitslose profitieren nicht direkt von den MaBnahmen, da die Kurzarbeit auf Menschen
in Beschaftigung ausgerichtet ist. Man kdnnte sogar sagen, dass Kurzarbeit den Arbeits-
losen schadet, da der nattlirliche Beschaftigungfluss auf dem Arbeitsmarkt verhindert
wird. Gleichzeitig kann die Kurzarbeit aber zu einer raschen Konjunkturerholung fiihren,
die auch den Arbeitslosen nitzt.

Kontext der Kurzarbeitsnutzung in verschiedenen Liandern

Die verschiedenen Kurzarbeitsregelungen in europdischen Landern sind in den nationalen
gesellschaftlichen und politischen Kontext eingebettet, der das AusmalB der Beteiligung an
der Kurzarbeit direkt beeinflusst. Die Wirtschaftskrise von 2008-09 hatte auch Einfluss auf
die Gestaltung der einzelnen Kurzarbeitssystemen, wobei die MaBnahmen in den meisten
Landern als Reaktion auf den wirtschaftlichen Abschwung etwas abgeandert wurden.

Im Vorfeld der jingsten Krise konnte Europa ein solides Wirtschaftswachstum und einen
starken Beschéaftigungszuwachs aufweisen. Generell galt die groBte Sorge dem demogra-
phischen Wandel, der zu einem ricklaufigen Arbeitsangebot in Europa fihrte, wahrend
gleichzeitig die Nachfrage auf dem Arbeitsmarkt wuchs. In den vergangenen Jahre hat sich
diese Situation aber ins Gegenteil gewendet. Im Jahr 2008 erlebten die globalen Finanz-
markte ihre schwerste Krise seit den 1930er Jahren. Es wiirde den Rahmen dieser Studie
sprengen, die Ursachen der Krise zu besprechen, aber ihre Auswirkungen wurden nach




2008 immer sichtbarer. Investitionen, Produktion und Konsum sanken aufgrund des ab-
nehmenden Anleger- und Verbrauchervertrauen, wobei die Kreditmarkte einfroren und Mil-
lionen Menschen ihren Arbeitsplatz verloren.

Die unginstige wirtschaftliche Entwicklung ab 2008 hatte weitreichende Folgen fir den eu-
ropaischen Arbeitsmarkt. Die positive Entwicklung von 2005 bis 2008 wurde nach Anfang
der Wirtschaftskrise im Jahr 2008 riickgangig gemacht, wobei die Arbeitslosenquote der
EU27 von 6,9% (Mitte 2008) auf 9,7% (Mitte 2010) stieg. Die Zunahme der Arbeitslosigkeit
variiert stark zwischen den européischen Léndern. In Ladndern wie Deutschland, Osterreich
oder den Niederlanden war die Zunahme relativ niedrig. In Lettland, Spanien und der Slo-
wakei stieg die Arbeitslosenquote allerdings sehr stark. Spanien ist derzeit das Land mit de
hdchsten (und zunehmenden) Arbeitslosenquote aller hier besprochener Lander.

Die Statistik zeigt, dass der Anstieg der Arbeitslosigkeit nicht gleichmaBig zwischen den
verschiedenen Gruppen auf dem Arbeitsmarkt verteilt war. Einige Bevdlkerungsgruppen er-
weisen sich als starker von der Rezession benachteiligt als andere. Ahnlich wie bei friiheren
Rezessionen wurden Mitarbeiter mit geringerer Bildung am starksten von der Rezession ge-
troffen. Die Beschaftigung von Menschen mit Grundschulbildung oder Bildung auf Sekun-
darstufe I ist zwischen Anfang 2008 und Ende 2009 um mehr als 6% gesunken, verglichen
mit 1% flr Personen mit einer héherer und postsekundarer Bildung und 5% der Personen
mit einem tertidren Bildungsabschluss. Im Vergleich der Lander féllt es auf, dass Lettland
den deutlichsten Beschéftigungsriickgang bei Menschen in der Gruppe der Primar- oder Se-
kundarstufenbildung verzeichnet. Deren Beschaftigung sank um ein Flnftel, wahrend im
Falle von Personen mit tertidarem Bildungsabschluss circa 5% betroffen waren. Die Arbeits-
losenquote von Menschen mit niedrigem Bildungsniveau stieg in Spanien um 13,7% zwi-
schen Mitte 2008 und Mitte 2010. In Deutschland und der Slowakei verringerte sich die Ar-
beitslosenquote der gering gebildeten um 0,3% bzw. 0,1%. Italien und Finnland bilden die
einzigen Ausnahmen in unserer Landerauswahl, da sich dort die Arbeitsposition von Men-
schen mit héherer und post-sekundarer Ausbildung positiver entwickelt hat als die Beschaf-
tigung von Menschen mit tertiarer Bildung.

Gestaltung der Kurzarbeit

Beim Vergleich der Kurzarbeitssysteme in europdischen Landern kénnen wir im Hinblick auf

die Anspruchsvoraussetzungen, Teilnahmebedingungen, GroBzlgigkeit, der Verbindung mit

andere ArbeitsmarktmaBnahmen, Schulungen, Finanzierung, Zahlungen und Rollen der ver-

schiedenen Akteure eine Vielzahl von einzelnen MaBnahmen identifizieren. Die Unterschiede

kénnen wir (teilweise) durch die unterschiedlichen Hintergriinde und unterschiedliche Ge-

wichtung der verschiedenen Ziele erklaren. Abgesehen von diesen Unterschieden kénnen

wir aber einige gemeinsame Merkmale identifizieren:

= Erstens haben Lander, in denen die Kurzarbeit schon vor der Krise 2008-09 etabliert
war, die verfiigbare Dauer der Kurzarbeit flir die Zeit der Krise verlangert. Als Folge war
die Dauer der Kurzarbeit in diesen Landern langer als in den Lédndern, die die Kurzarbeit
neu eingefihrt haben. So gab es groBe Unterschiede in der mdglichen Kurzarbeitsdauer,
von 60 Tagen pro Jahr in der Slowakei bis zu 3 Jahren in einem Zeitraum von 5 Jahren in
Italien.

m Zweitens hat die Mehrheit der Léander die Aus- und Weiterbildung finanziell geférdert
(Osterreich, Belgien, Frankreich oder Deutschland), oder die Teilnahme an Schulungen




wurde sogar als Vorraussetzung wahrend der Kurzarbeit definiert (Tschechien, die Nie-
derlanden, Slowenien).

= Drittens erscheinen die neu gegriindeten Kurzarbeitssysteme weniger groBzligig und
strenger im Hinblick auf die Berechtigung und die Bedingungen im Vergleich zu den An-
forderungen der Systeme, die es bereits vor der Krise gab. Darlber hinaus gehen wir
davon aus, dass die GroBzlgigkeit, die Forderkriterien und bedingten Anforderungen der
Kurzarbeit wahrend der Krise 2008-09 so austariert waren, dass sie die Wirkung der
Kurzarbeit maximiert haben.

= Viertens fihrte die Einbeziehung der Sozialpartner in einigen Landern zu (zusatzlichen)
Vereinbarungen zur Kurzarbeit. Diese Vereinbarungen erhdhten oft die GroBzligigkeit der
Regelung aus Sicht der Mitarbeiter.

= FlUnftens scheint es, dass die Kurzarbeit nur in den alten Mitgliedstaaten der EU durch
die Arbeitslosenversicherung finanziert wurde. Neue Mitgliedstaaten finanzieren die
Kurzarbeit aus dem Staatshaushalt oder aus dem Europdischen Sozialfonds.

Es gibt keine offensichtlichen geographischen Kategorien oder Landergruppen von Kurzar-
beitssystemen nach den oben erwahnten Kriterien.

Umsetzung der Kurzarbeit

Abhéangig von der Tradition und der Gestaltung der MaBnahmen variierte die Umsetzung der
Kurzarbeit in den einzelnen Landern. In den meisten Fallen wurde die Kurzarbeit vom Minis-
terium gestaltet, z.B. das Ministerium flr Arbeit und Soziales, und von den Arbeitsagentu-
ren umgesetzt. Dort, wo die Kurzarbeit wahrend der Krise verandert wurde, waren die So-
zialpartner (Gewerkschaften und Industrieverbande, manchmal auch Unternehmen) stark
an den politischen Diskussionen beteiligt.

Die Anpassung der Kurzarbeit an die Krise war leichter in Landern, wo es die Regelung be-
reits gab. Der Grund dafir ist, dass die Verfahren, Wirkung und die Vor- und Nachteile bei
den Arbeitsagenturen und den Sozialpartnern bereits bekannt waren. Wie im Fall von Oster-
reich oder Belgien, scheinen eine Tradition der Sozialpartnerschaft und die Verhandlungs-
kultur zur weiteren Lockerung der Verhandlungen Uber die Anpassungen und die Umsetzung
der Regelung gefiihrt zu haben. In Landern, in denen die Kurzarbeit neu eingefiihrt wurde,
musste das System innerhalb eines relativ begrenzten Zeitrahmens gestaltet werden und
gab es wenig Spielraum fir ausfihrliche vorbereitende Evaluierungen. Es war wichtig, dass
Arbeitgeber und Arbeitnehmer gut Gber die Kurzarbeit informiert waren. Die Ministerien,
Arbeitsagenturen und andere Beteiligte kdnnen eine Rolle beim Informieren der Arbeitgeber
und Arbeitnehmer spielen. Geringe Kenntnisse des Systems verringern die Teilnahme, er-
hdéhen Unklarheiten Uber das System und vermindern die Effekte und Wirkung des Systems.

Sobald der Rahmen der Kurzarbeit stabil war, waren vor allem Unternehmen, Betriebsrate

und die Arbeitsagenturen gefragt, die MaBnahmen umzusetzen. Im Allgemeinen lief das An-

tragsverfahren flir die Kurzarbeit nach dem folgenden Schema ab (obwohl die Vorgehens-

weise in einzelnen Landern natdrlich variiert):

= In Landern, in denen eine Vereinbarung der Sozialpartner als Voraussetzung fir die Teil-
nahme an der Kurzarbeit bendtigt war, mussten die Arbeitgeber erst zu einer Einigung
mit den Gewerkschaften lGber die Anwendung fliir den Kurzarbeit kommen.

= Bei der Beantragung der Kurzarbeit wurden die Arbeitgeber verpflichtet, mehrere Doku-




mente (je nach Land und Regelung) bei der Arbeitsagentur einzureichen, z.B. den Antrag
fur Kurzarbeit, einen Nachweis der wirtschaftlichen Notwendigkeit, eine Liste der teil-
nehmenden Mitarbeiter oder eine eidesstattliche Erklarung.

= Die Arbeitsagentur prift, ob die Arbeitgeber/Arbeitnehmer alle Bedingungen fiir die Teil-
nahme an der Regelung erflllen. Bei Unklarheiten oder Zweifel richtet sich die Arbeits-
agentur an den Arbeitgeber oder fragt nach zusatzlichen Dokumenten.

= Nachdem der Antrag geprift und die Teilnahme an der Kurzarbeit genehmigt wurde,
kann der Arbeitgeber die MaBnahme umsetzen. Wahrend der Dauer der Kurzarbeit kann
es sein, dass der Arbeitgeber regelmaBig berichten muss, wie viele Mitarbeiter zu wel-
chem AusmaB an der Kurzarbeit teilnehmen. Diese Informationen kdnnen von der Ar-
beitsagentur Uberprift werden, um den Missbrauch der Regelung zu vermeiden.

Die Zahl der Teilnehmer variiert deutlich zwischen den unterschiedlichen Léndern. Die
Grinde daflr sind die landerspezifischen Unterschiede in der Berufsbevdlkerung und unter-
schiedliche Kurzarbeitsbeteiligungsraten. Gemessen an der absoluten Zahl der Teilnehmer
war das deutsche Kurzarbeitssystem am umfangreichsten. Im Mai 2009, als die Teilneh-
merzahl der deutschen Regelung ihren Hochststand erreichte, wurden 1.442.667 Beschaf-
tigte im System angemeldet. In Frankreich waren im Jahr 2009 insgesamt 673.000 Mitar-
beiter von Kurzarbeit betroffen. Im selben Jahr nahmen andererseits nur 20.591 Mitarbeiter
an der Kurzarbeit in Spanien teil, und in Lettland betrug die Gesamtzahl der Teilnehmer
weniger als 6.000. In der Mehrheit der untersuchten Lander begann die Teilnahme an Kurz-
arbeit Ende 2008, erreichte im Jahr 2009 ihren Hohepunkt und verringerte sich im Jahr
2010 wieder. Weniger strenge Zulassungskriterien und Bedingungen und groBzligigere Kon-
ditionen fihrten zu einer hdéheren Teilnahme. Sehr komplizierte Systeme verringern wahr-
scheinlich die Teilnahme, da sie flr kleinere Unternehmen weniger geeignet sind.

Die Nutzung der Kurzarbeit war nicht gleichmaBig Uber die Gesamtwirtschaft verteilt. In
vielen Landern arbeitete die Mehrheit der Teilnehmer in der Industrie oder im verarbeiten-
den Gewerbe, wahrend man das System im Dienstleistungssektor weniger nutzte. Genauer
gesagt waren die Osterreichischen, deutschen und franzésischen Automobilhersteller inten-
sive Nutzer, aber auch die Metall-Industrien in den Niederlanden und in Slowenien waren
gut vertreten, sowie die Textil- und Bekleidungsindustrie in Frankreich. Ausnahmen von
diesem industriellen Schwerpunkt sind die Systeme in Spanien und Lettland. So war die
Teilnahme lettischer Unternehmen im GroB- und Einzelhandel sowie im Hotelgewerbe und
Catering hoch, wahrend in Spanien der Dienstleistungssektor die hochste Beteiligungsrate
erreichte. Allerdings kam die hdchste Zahl von Teilnehmern aus Industrieunternehmen, was
bedeutet, dass diese Unternehmen gréBere Anteile ihrer Belegschaft in die Kurzarbeit ge-
schickt haben.

Der allgemeinen Zusammensetzung der Belegschaft in diesen Sektoren entsprechend, war
die Mehrheit der Kurzarbeiter in de meisten Ldndern mannlich und im Alter zwischen 30

und 50 Jahren. AuBerdem scheint es, dass Unternehmen die Kurzarbeit am ehesten flr
Facharbeiter aus der mittleren Einkommensgruppe nutzten, wie zum Beispiel Maschinisten.
Dabei handelt es sich um Arbeitnehmer, die flir die Arbeitgeber schwierig zu finden sind,
wenn die Konjunktur wieder anspringt. Darlber hinaus hatte die groBe Mehrheit der Teil-
nehmer unbefristete Vertragen, obwohl nicht klar ist, ob ihre Teilnahme unverhaltnismaBig
war, je nach Land. Makro-6konometrische Analysen der OECD (2010) und von Hijzen &
Venn (2011) legen nahe, dass eher Festangestellte als Zeitarbeiter von der Kurzarbeit pro-
fitiert haben. Es liegen keine Informationen zu der ethnischen Zugehdérigkeit der Teilnehmer




vor.

Die Art und Weise, in der die Aus- und Fortbildung innerhalb der Kurzarbeit in europdischen
Landern wahrend der Krise umgesetzt wurde, variiert sehr stark. Wahrend in einigen Lan-
dern, z.B. in den Niederlanden, Lettland und in Tschechien, BildungsmaBnahmen wahrend
der Kurzarbeit eine Verpflichtung waren, war dies in anderen Landern, z.B. Deutschland
und Frankreich, eine Mdéglichkeit, die durch finanzielle Anreize fir Arbeitgeber unterstitzt
wurde, in vielen Fallen mit Finanzierung aus dem Europadischen Sozialfonds. Allerdings war
die Teilnahme an den freiwilligen SchulungsmaBnahmen in den meisten Landern enttau-
schend, da nur eine Minderheit der Unternehmen Unterstlitzung, die zur Verfligung stand,
nutzten.

Es gibt mehrere Griinde, die die geringe Beteiligung in diesen Landern erkldren.

= Erstens sind die Mitarbeiter, die an BildungsmaBnahmen teilnehmen, weniger flexibel
und lassen sich nicht immer sofort wieder ohne Abbruch der Ausbildung einstellen, wenn
die Produktion wieder steigt.

» Zweitens fihrt die Regelung von BildungsmaBnahmen zu einer zusatzlichen blrokrati-
schen Belastung flr den Arbeitgeber, vor allem wenn das Unternehmen nicht tber spezi-
alisierte Personalstrategien oder langfristige Bildungsplane verfigt.

= Drittens fiihrt die BildungsmaBnahme zu einem Mehraufwand flir den Arbeitgeber, da in
einigen Landern die Kosten fiir die AusbildungsmaBnahmen nicht in vollem Umfang er-
stattet wurden, zu einem Zeitpunkt, zu dem Arbeitgeber die Kosten eigentlich so viel wie
maoglich reduzieren mdchten.

= SchlieBlich muss eine Abwagung gemacht werden zwischen AusbildungsmaBnahmen, die
sich auf allgemeinen Fahigkeiten konzentrieren und MaBnahmen, die spezifische Fahig-
keiten verbessern. Manche Arbeitgeber sind nicht geneigt, BildungsmaBnahmen anzubie-
ten, wenn diese nicht direkt und kurzfristig ihren Bedurfnissen zugute kommen.

Wirksamkeit der Kurzarbeit

Die meisten der Lander, die in der jingsten Krise die Kurzarbeit eingesetzt haben, sind po-
sitiv Uber ihre Erfahrungen mit der MaBnahmen. Mehrere Ministerien und Behdrden haben
Schatzungen veroffentlicht, wie viele Arbeitsplatze durch die Kurzarbeit gesichert wurden.
Diese Schatzungen basieren sich allerdings nicht immer auf vertrauenswiirdige Zahlen. Eine
hohe Teilnehmerzahl ist nicht unbedingt ein Zeichen von hoher Effektivitat, da es auch der
Fall sein kann, dass Arbeitspldtze gesichert werden, die gar nicht gesichert werden missen,
oder dass die Arbeitnehmer, die unterstitzt werden, nach der Krise doch entlassen werden
(sog. Mitnahmeeffekten und Verlagerungseffekte). Dennoch ist der allgemeine Eindruck,
den die sekundaren Quellen auf Landesebene vermitteln, positiv.

Laut Quellen auf Landerebene ist die Wirksamkeit der Kurzarbeit nicht nur abhangig von
der Gestaltung der MaBnahmen, sondern auch vom Kontext und der Entwicklung der Wirt-
schaft wahrend der Krise. Kurzarbeit kann als effektiv eingestuft werden, wenn keine Not-
wendigkeit far strukturelle Anpassung der Wirtschaft besteht und wenn die Nachfrage nach
Gitern wahrscheinlich schnell wieder anziehen wird. In Deutschland, wo die Wirtschaft vor
der Krise in einem robusten Zustand war, scheint die Kurzarbeit sehr wirkungsvoll gewesen
zu sein, da die Hauptursache fir die wirtschaftlichen Schwierigkeiten tatsachlich der vorri-
bergehende Riickgang in der nationalen und internationalen Nachfrage war. In Lettland




aber wurde konstatiert, dass die Kurzarbeit notwendige Umstrukturierungen der Wirtschaft
verhinderte bzw. verzégerte. Die Wirtschaft war im Wandel, der auch Umstrukturierungen
auf dem Arbeitsmarkt erforderte. Dies wurde wahrend der Wirtschaftskrise deutlich. Als
Folge davon war die Kurzarbeit nicht das richtige Instrument, um die wirtschaftlichen Her-
ausforderungen zu meistern.

Abseits der nationalen Quellen zeigen Ubergreifende makro-6konometrische Studien, dass
die Kurzarbeit ein wirksames Instrument ist, um Arbeitsplatze in Krisenzeiten zu schiitzen,
zumindest auf kurze Sicht. Die meisten Analysen zeigen, dass die MaBnahmen wirksam
sind, aber die Art, auf die diese Wirkung erreicht wird, bleibt unklar. Eine Rekonstruktion
der bekannten makro-6konometrisches Analysen hat gezeigt, dass es stark vom Modell ab-
hdangig ist, das angewendet wird, (1) ob die Wirkung der Kurzarbeit, die festgestellt wird,
direkt oder indirekt ist (bei indirekten Effekten hat die Kurzarbeit nur Einfluss, da sie den
Effekt des Produktionsriickgangs auf die Beschaftigung abschwacht), und (2) wie viele Ar-
beitsplatze nach der Berechnung durch den Einsatz von Kurzarbeit gerettet werden konn-
ten. Unsere eigene Berechnungen passen in die vorhandenen Literatur, da sie auch einen
positiven Effekt von Kurzarbeit auf die Beschaftigung identifizieren, wobei Kurzarbeit den
negativen Effekt vom Produktionsausfall auf die Beschaftigung abfedert. Die Gesamtzahl
der Arbeitsplatze, die in den 10 Landern, flir die wir Daten haben, gesichert wurde, kann
zwischen 125.000 bis 850.000 liegen.

Die mikro-6konometrischen Analysen, die auf Grundlage von Daten auf Betriebsebene fir
Deutschland und Frankreich durchgefiihrt wurden, zeigen ein differenzierteres Bild von den
Auswirkungen der Kurzarbeit auf die Beschaftigung. Das gleiche gilt fir die Analyse von Da-
ten auf Mitarbeiterebene in Osterreich.

Fir Deutschland zeigt unser zuverldssigstes Modell, dass Firmen, die Kurzarbeit eingesetzt
haben, 5 Prozent mehr Beschéaftigte gehalten haben als Unternehmen in vergleichbaren
Schwierigkeiten, die die Kurzarbeit nicht nutzten. Dies entspricht den Vorstellungen der Nut-
zer, dass die Kurzarbeit dazu beigetragen hat, Arbeitsplatze wahrend der Krise zu sichern.
Allerdings deutet diese Zahl auch auf Mitnahmeeffekte. Es ist aber wichtig, nicht zu verges-
sen, dass dieser Wert eine Unterschdtzung der tatsachlichen Wirkung sein kann, da es nicht
klar ist, ob es unserem Modell komplett gelingt, die Endogenitat der Kurzarbeitsnutzung
herauszufiltern (d.h. die Tatsache, dass Unternehmen mit mehr Problemen eher Kurzarbeit
benutzen als gesunde Unternehmen).

Fir Frankreich ist die geschatzte Wirkung der Kurzarbeit auf der Grundlage der Mikrodaten
begrenzt. Wir nehmen nur einen positiven Effekt auf die Beschaftigung bei Unternehmen in
Kurzarbeit wahr, die sehr umfangreiche Produktionsriickgange zu verzeichnen hatten (um
mehr als 55 oder 60 Prozent). Fiir andere Unternehmen finden wir geringe negative Effekte.
Auch hier entspricht dies der Wahrnehmung der Akteure im Land, die der Meinung sind,
dass die Kurzarbeit in Frankreich einen groBeren Einfluss gehabt hatte, wenn die MaBnah-
men auf eine andere Art und Weise gestaltet waren worden ware.

Fiir Osterreich haben wir die Auswirkungen auf der Grundlage von Daten auf Mitarbeiter-
ebene berechnet, wobei die Hypothese gepriift wurde, dass die an der Kurzarbeit beteilig-
ten Mitarbeiter unter gleichen Bedingungen eine hdhere Arbeitsplatzsicherheit aufweisen als
andere. Es geht dabei um die kurzfristige Arbeitsplatzsicherheit. Um genau zu sein betrach-
ten wir die Sicherheit des Arbeitsplatzes sechs Monate nach Beginn der Kurzarbeit. Der Ef-




fekt der Kurzarbeit ist statistisch signifikant, aber gering. 650 Mitarbeiter wirden keinen
Arbeitsplatz mehr haben, wenn sie nicht an der Kurzarbeit teilgenommen hatten. Das fihrt
uns zu dem Schluss, dass Kurzarbeit eine sehr geringe Auswirkung auf die kurzfristige Si-
cherheit des Arbeitsplatzes der Mitarbeiter in Osterreich hatte.

Im Allgemeinen ist es bemerkenswert, dass unsere Schatzungen auf Basis von Mikrodaten
einige positive, wenn auch begrenzte, Auswirkungen der Kurzarbeit auf die Beschaftigung
finden, da frihere Literatur, die sich auf Mikro-Daten basierte, bislang meist negative Er-
gebnisse aufzeigte. Letztere wird oft mit der Schwierigkeit erklart, die Endogenitat der
Kurzarbeit zu korrigieren. Dieses Problem beeinflusst auch unsere Berechnungen, und es ist
sehr gut moéglich, dass unsere Ergebnisse immer noch eine Unterschatzung der wahren
Auswirkungen der Kurzarbeit darstellen.

Wie auch in der bisherigen Literatur zu diesem Thema haben wir in unserer Studie festge-
stellt, dass Schatzungen auf der Grundlage von Makrodaten (auf der Ebene von Land oder
Wirtschaftszweig) im Allgemeinen deutlich positivere Effekte von Kurzarbeit zeigen als
Schatzungen, die auf Daten auf Betriebsebene basieren. Dies hangt mit der Tatsache zu-
sammen, dass das Problem der Endogenitat der Kurzarbeit bei Berechnungen auf Lander-
ebene weniger wichtig ist. Viele Lander mit ganz unterschiedlichen Situationen in Bezug auf
BIP und Beschaftigung haben Kurzarbeitssysteme. Die Verwendung eines Kurzarbeitssys-
tems ist darum nicht unbedingt ein Zeichen, dass sich ein Land in groBeren Schwierigkeiten
befindet als ein anderes, wahrend die Nutzung der Kurzarbeit flir Unternehmen viel eher
direkt vom AusmaBe der Schwierigkeiten beeinflusst wird. Da die Endogenitat auf die Be-
rechnungen auf Makroebene weniger Einfluss hat, liegt es weniger nahe, dass die Schat-
zungen auf Grundlage von Makrodaten den Effekt der Kurzarbeit auf Beschaftigung unter-
schatzen. Allerdings bedeutet dies nicht, dass das Endogenitdtsproblem in makro-
0konometrischen Berechnungen vollstandig verschwindet: Die Verwendung von Kurzarbeit
kann in einem Land steigen, wenn sich die Beschaftigungssituation verschlechtert. In die-
sem Sinne ist die Gefahr der Unterschatzung der Wirkung von Kurzarbeit sowohl fiir Be-
rechnungen auf Mikro- als auf Makroebene prasent. Die ideale Losung flir dieses Problem
ist noch nicht gefunden.

Die Ergebnisse unserer eingehenden qualitativen Forschung auf Lander- und Unterneh-
mensebene in Deutschland, Frankreich und Osterreich zeigen, dass die Auswirkungen der
Kurzarbeit nicht auf die direkte Sicherung von Arbeitsplatzen, die mit 6konometrischen Be-
rechnungen gemessen werden kénnen, begrenzt sind. Unternehmen berichten, dass sie oh-
ne Kurzarbeit Mitarbeiter entlassen hatten missen. AuBerdem wird die Kurzarbeit aber
auch als eine MaBnahme gesehen, die zur Stabilitat von Unternehmen und damit zur Stabi-
litat der Gesamtwirtschaft beitragt, insbesondere in Deutschland. Wahrend die Befragten
bestdtigen, dass es mdglich ist, dass Mitnahmeeffekte auftreten, findet man dies akzepta-
bel, da die Gesamtwirkung auf die Wirtschaft als wichtiger beurteilt wird. Da die Kurzarbeit
Unternehmen ermdéglicht, schnell auf die steigende Nachfrage nach der Krise zu reagieren,
wird die MaBnahme als wesentlicher Faktor in der starken konjunkturellen Erholung in
Deutschland gesehen.




Die langfristigen Auswirkungen der MaBnahmen bleiben unklar. Dies hat mit der Tatsache,
zu tun, dass es schwer ist, die Auswirkungen der Kurzarbeit in der weiteren Entwicklung
der Wirtschaft im Allgemeinen und in individuelle Karrieren zu isolieren. Natlrlich ist es
auch noch zu frih, um die langfristigen Auswirkungen der Kurzarbeit wahrend der jlingsten
Krise zu messen.

In Bezug auf umfassendere Auswirkungen der Kurzarbeit kénnen wir auch die Ergebnisse
der FortbildungsmaBnahmen auf die Beschaftigungsfahigkeit der Kurzarbeiter in unser Ge-
samturteil miteinbeziehen. Obwohl die Teilnahme an BildungsmaBnahmen nicht immer sehr
hoch war, sind die Teilnehmer dort, wo BildungsmaBnahmen stattfanden, im Allgemeinen
sehr positiv Uber die Ergebnisse. Weitere Indikatoren fur die kurzfristigen und langfristigen
Auswirkungen von TrainingsmaBnahmen sind schwer zu finden. Frihere Studien haben ge-
zeigt, dass die kurzfristigen Auswirkungen der Bildung oft gering sind, aber dass sie erheb-
liche langfristige Auswirkungen sowohl auf individuelle Karrieren als auch auf das Funktio-
nieren des Arbeitsmarktes hat. Allerdings sind diese langfristigen Folgen sehr schwer wis-
senschaftlich festzustellen, da es nicht einfach ist, die Effekte des Trainings von anderen
Faktoren, die die Entwicklungen auf dem Arbeitsmarkt beeinflussen, zu trennen. Interes-
santerweise zeigt ein Ergebnis der makro-6konometrischen Berechnung, dass Kurzarbeits-
systeme mit Bildungspflicht eine starkere Wirkung auf die Beschaftigung haben. Dieses Er-
gebnis ist jedoch nicht robust liber die gesamte Breite der Kurzarbeitsteilnahme.

“Lessons learnt”

Nicht nur Behérden und politischen Entscheidungstrdger, sondern auch Endverbraucher,
d.h. Unternehmen und Arbeitnehmer, die fiir diese Studie befragt wurden, haben bestéatigt,
dass die Kurzarbeit in einer zukinftigen Krisensituation wieder ein nitzliches Instrument
zur Bekampfung der Wirtschaftsprobleme ware. Natirlich ist keines der Kurzarbeitssysteme
perfekt, da sich einige Systeme hdhere Beteiligungen erhofft hatten, wahrend sich andere
Sorgen machen um Mitnahmeeffekte und wieder andere sind mit enttduschenden Ergebnis-
sen in Bezug auf die Nutzung von QualifizierungsmaBnahmen konfrontiert. Wie bereits ge-
sagt, wurde die Gestaltung der Kurzarbeit wahrend der jliingsten Krise mehrfach verandert.
Dabei wurden die grundlegenden Wirkungsmechanismen der Kurzarbeit nicht beeinflusst,
aber die Balance zwischen GroBzlgigkeit und Strenge, zwischen offentlichem und privatem
Beitrag, zwischen Arbeitgeber und Arbeitnehmer wurde angepasst, um die MaBnahmen att-
raktiver zu gestalten. Dies impliziert, dass es mehrere Faktoren gibt, sozusagen “Kndopfe”,
an denen man drehen kann, die angepasst werden kénnen, um verschiedene Effekte zu er-
zeugen.

Mit Blick auf die Informationen, die wir flir diese Studie aus Ubergreifender Perspektive ge-
sammelt haben, kénnen wir einige Lehren ziehen, die fir die politischen Entscheidungstrager
von Bedeutung sind, wenn die Verwendung von Kurzarbeit in zukinftigen Krisensituationen im
Gesprach ist. Wir haben diese Lehren auf die wichtigsten Themen der Kurzarbeit gerichtet: der
richtige Kontext, in dem die MaBnahme genutzt werden kann, die Vermeidung von Mithahme-
effekten und Verlagerungseffekte, die damit verbundene Minimierung der Kosten, die Rolle der
Sozialpartner, die Unterstlitzung von BildungsmaBnahmen und die effektive und effiziente Um-
setzung der MaBnahmen.




Empfehlung zu Gestaltung und Nutzung von Kurzarbeit

1) Kontext: In welcher Situation ist es ratsam fiir ein Land, die Verwendung von Kurzarbeit zu

ermutigen?

Die Kurzarbeit ist am ehesten wirksam, wenn:

= Die Wirtschaft gut funktionierte vor dem Ausbruch der Wirtschaftskrise;

= Die Ursachen der Wirtschaftskrise extern sind, z.B. eine riuckldaufigen Nachfrage aus anderen Landern;

= Die Krise wahrscheinlich nur voribergehend ist und keine strukturellen Veranderungen in der Wirt-
schaft erfordert;

= Ein breites Bekenntnis zur Prioritat der Beschéaftigungssicherung unter allen Beteiligten vorhanden ist.

2) Wie konnen Mitnahmeeffekte und Verlagerungseffekte verhindert werden?

= Von Unternehmen sollte man verlangen, einen Nachweis der wirtschaftlichen Notwendigkeit vor der
Verwendung der Kurzarbeit zu erbringen, in dem sie beweisen, dass die wirtschaftlichen Probleme nur
voribergehend sind und dass sie durch externe Ereignisse verursacht sind, d.h. nicht durch schlech-
tes Management oder interne Probleme.

»  Man sollte sicherstellen, dass die Unternehmen noch Remanenzkosten tragen missen, wie Aufsto-
ckungen des Kurzarbeitergeldes, Sozialbeitrdge oder sonstige Zuschiisse wie Urlaubsgeld, um sicher-
zustellen, dass Unternehmen sich genau Utberlegen, ob die Kurzarbeit nétig ist. Hier besteht eine Ab-
wagung zwischen GroBzlgigkeit und Teilnehmerzahlen.

= Man sollte von Unternehmen verlangen, die Mdglichkeiten anderer Instrumente der internen Flexibili-
tat auszuschoépfen, bevor Sie Kurzarbeit fahren.

» Die Voraussetzungen fiur Mitarbeiter sollten auf ein Minimum begrenzt sein um zu gewahrleisten, dass
unterschiedliche Gruppen von Mitarbeitern gleichermaBen von der Kurzarbeit profitieren kénnen.

= Der Kindigungsschutz fir die beteiligten Mitarbeiter sollte gewéahrleistet sein wahrend der Teilnahme
an der MaBnahme, nicht aber in der Zeit nach der Teilnahme, da die Unternehmen sonst in der MaB-
nahme gefangen sein kénnen.

= Der Verwaltungsaufwand sollte bericksichtigt werden, da dieser zu geringerer Beteiligung und Wirk-
samkeit fuhren kann.

3) Wie kénnen die Kosten der MaBnahmen fiir die Offentlichkeit begrenzt werden?

= Alle beteiligten Gruppen sollten Zugestandnisse machen, sodass die Kosten der MaBnahme zwischen
den Beteiligten verteilt werden: Arbeitgeber, Arbeitnehmer, 6ffentliche Hand.

= Die Dauer der Kurzarbeit sollte begrenzt werden, um Uberbenutzung zu verhindern, aber eine gewisse
Flexibilitdt in dieser Begrenzung kann Unternehmen beruhigen.

= Man sollte einen Ausgleich finden zwischen Attraktivitdt, um die Teilnahme zu beférdern, und Stren-
ge, um Mitnahmeeffekte zu vermeiden.

= Trotz dieser Bemiihungen wird die Kurzarbeit ein teures Instrument bleiben, obwohl man auch argu-
mentieren kann, dass die Kurzarbeit anstelle von Zahlungen von Arbeitslosengeld steht, die noch teu-
rer sein kénnen.

4) In welcher Weise sollten die Sozialpartner in die Gestaltung und Umsetzung der MaBBnah-

men miteinbezogen werden?

= Die nationalen Sozialpartner sollten an der politischen Diskussion beteiligt sein um die Diskussion an-
zuregen, einen gesellschaftlichen Konsens zu erreichen, allgemeines Engagement zu erschaffen und
die Kenntisse von dem System in der Offentlichkeit zu verbessern. Dies kann als Grundstein fiir eine
erfolgreiche Umsetzung gesehen werden.

= Die Mdglichkeiten vom sozialen Dialog in den Unternehmen sollten genutzt werden, z. B. durch die
Forderung, dass Betriebsrate die Kurzarbeitsanzeigen bestédtigen mussen, da dies sowohl Legitimitat
als auch Effizienz bei der Umsetzung bietet und als Priiffung gegen ungerechtfertigte Anfragen (Mit-
nahmeeffekte) wirkt.

= Man sollte sich aber dessen bewusst sein, dass eine starke Rolle der Gewerkschaften zu héheren Kos-
ten flir Unternehmen flihren kann und méglicherweise zu einer geringeren Teilnahmerrate.




5) Wie kann der Einsatz von FortbildungsmaBnahmen wahrend der Kurzarbeit erfolgreich ge-

fordert werden?

= Man sollte vorsichtig damit sein, die Fortbildung als PflichtmaBnahme in die Kurzarbeit einzupassen,
da dies die Art der MaBnahme verandert und den Fokus von der Beschaftigungssicherheit ablenkt.

= Es sollten finanzielle Anreize geboten werden, sowohl als allgemeine MaBnahme zur Stimulierung der
Fortbildung und im Rahmen der Erstattung der Bildungskosten wahrend der Kurzarbeit.

= Vor allem aber sollte praktische Unterstiitzung fir die Organisation der BildungsmaBnahmen geboten
werden, in Zusammenarbeit mit Sozialpartnern und Bildungseinrichtungen, wobei die Einfihrung von
flexiblen Schulungen und gemeinsamen Bildungsangeboten fiir mittelstandische Unternehmen unter-
stitzt werden sollten.

= Die Bemihungen, den Wert von Ubergreifenden Kompetenzen den Betroffenen und den Unternehmen
zu erklaren, sollten verstarkt werden.

»  Der zusatzlichen Verwaltungsaufwand sollte so gering wie méglich gehalten werden.

6) Wie kann die Effektivitdt und Effizienz in der Umsetzung verbessert werden?

» Die Arbeitsagenturen sollten sich stark auf die Unterstliitzung von Unternehmen und die Abwicklung
von Kurzarbeitsanzeigen als Prioritat richten. Die Arbeitsagenturen sollten dabei auf zusatzliche Mittel
zurlickgreifen kénnen, um die Verwaltungsprozesse gut verarbeiten zu kénnen.

»  Man sollte Wert darauf legen, dass die Bearbeitung von Anzeigen und vor allem die Zahlung der Zu-
schiisse zligig und pulnktlich verarbeitet werden um die Wirksamkeit der Kurzarbeit als Kriseninstru-
ment zu erhdhen.

= Man sollte die Unterstiitzung der Sozialpartner willkommen heiBen und bei der Sensibilisierung, In-
formation und Unterstlitzung der Unternehmen in Anspruch nehmen.

= Alle beteiligten Akteure sollten sich eindeutig zu der Kurzarbeit bekennen und sie als Teil der allge-
meinen Krisenbewadltigung sehen, um die reibungsliose Umsetzung der Plédne zu erleichtern.




Sommaire exécutif

La Commission européenne reconnait que, en réponse a la crise économique actuelle, les
gouvernements européens ont investi de maniére significative dans les régimes de cho-
mage partiel. L'objectif du chémage partiel est de protéger les emplois menacés par une
chute temporaire de la production. Les mesures adoptées par les gouvernements ont pour
but d’aider les entreprises a préserver I'emploi de leurs salariés durant la crise afin de ne
pas avoir besoin de réembaucher des employés au moment de la reprise économique. Etant
donné I'importance de ces régimes de chdmage partiel, la Commission souhaite obtenir une
analyse afin de déterminer si ces mesures ont effectivement contribué a la protection de
I'emploi sur le marché du travail de I'UE et, le cas échéant, d’établir une comparaison entre
cette protection et les impacts de ces mesures dans le cadre des plans de relance entrepris
lors des crises économiques antérieures.

Une telle analyse est pertinente car elle permettra aux gouvernements de prendre des dé-
cisions plus éclairées et plus appropriées concernant l'introduction, la modification et le re-
trait des régimes de chdmage partiel en réponse a de futures situations de crise. Pour ce
faire, une comparaison a I’échelle européenne des différents régimes de chomage partiel en
vigueur mettra en évidence les meilleures approches a adopter pour préserver I'emploi de
maniére efficace lors des périodes de ralentissement économique.

Ce rapport présente les résultats d’un projet de recherche comparative réalisé entre juin
2011 et juin 2012. Ce projet fournit une vue d'ensemble des différents régimes de chémage
partiel adoptés dans tous les Etats membres de I'UE, suivie d’un apercgu rapide de douze
régimes de chémage partiel en Europe et d’'une étude approfondie sur le recours au cho-
mage partiel dans trois pays, a savoir I’Allemagne, la France et I’Autriche. La vue d'ensem-
ble a été élaborée a partir de la documentation existante aux niveaux de I'UE et des éco-
nomies nationales, et d’entretiens avec des parties prenantes nationales. En outre, nous
avons réalisé des analyses macro-économétriques des données communiquées par I'OCDE
(Organisation de coopération et de développement économiques) afin de mesurer
I'efficacité des régimes de chémage partiel au niveau macroéconomique. Cette vue d'en-
semble a permis de sélectionner trois pays, I’Allemagne, la France et I’Autriche, pour faire
I'objet d’études de cas approfondies.

Chacune de ces trois études de cas a donné lieu a un programme d’entrevues de large en-
vergure dans le cadre duquel les membres de I’équipe de recherche ont rencontré des délé-
gués officiels des gouvernements, des représentants d’entreprises et des syndicats des
pays concernés. En outre, des études de cas d’entreprises ont été réalisées afin de com-
prendre la maniére dont celles-ci abordent la crise et d’appréhender I'importance du cho-
mage partiel dans ce contexte. Enfin, nous avons étudié des données microéconomiques
recueillies auprés des gouvernements nationaux et des agences pour I'emploi afin
d’analyser l'efficacité de ces mesures, au niveau des entreprises et des individus. Les résul-
tats de tous ces travaux de recherche sont présentés dans ce rapport.

Définition des régimes de chomage partiel

Le chémage partiel peut se définir comme la réduction du temps de travail dans le but de
ne pas rompre une relation contractuelle liant I'employeur et ses salariés. Cela peut impli-




guer une réduction partielle de la durée de travail hebdomadaire normale applicable pour
une période de temps limitée (c’est-a-dire une suspension partielle de I'exécution du
contrat de travail) ou un licenciement temporaire (une suspension compléte de I'exécution
du contrat de travail sans aucun travail hebdomadaire). Dans ces deux cas, le contrat de
travail subsiste et n’est pas révoqué. Les régimes de chémage partiel sont congus pour
permettre aux entreprises d'aménager provisoirement le temps de travail (et de maintenir
par la méme occasion une certaine flexibilité interne) sans rompre le contrat de travail qui
lie I'employeur et le salarié.

Cette étude porte sur les régimes de chdmage partiel subventionnés par le gouvernement.
Dans ce cas présent, le gouvernement soutient les employés et les entreprises concernés
par des mesures de chémage partiel en accordant des subventions permettant de compen-
ser la perte de revenus. Les régimes de ch6mage partiel créés sur la base d'un accord sec-
toriel par exemple, sans I'appui du gouvernement, ne rentrent pas dans le cadre de cette
étude. Au cours de la crise économique de 2008/2009, des régimes de chdmage partiel ont
été mis en place dans la majorité des pays de I'UE.

Bien que les régimes de chdmage partiel different sensiblement selon les juridictions, une

étude de la documentation existante révéle I'existence de plusieurs grandes caractéristi-

ques communes a la plupart des régimes de chémage partiel.

= Tout d’abord, les régimes de ch6mage partiel sont liés a la réduction du temps de travail
de tout le personnel d’une entreprise ou d’'une unité de travail spécifique et ces mesures
représentent une solution alternative au licenciement économique.

= Deuxiemement, cette réduction du temps de travail s’accompagne d’une réduction cor-
respondante (au prorata) de la rémunération / du salaire.

= Troisiemement, des dispositions prévoient I’'octroi de revenus de remplacement (en gé-
néral sous forme de subventions publiques) aux travailleurs concernés.

= Quatriemement, le régime de ch6mage partiel est défini en général selon une échéance
précise afin de garantir qu’il s’agit la d'une mesure temporaire.

= Enfin, cette situation peut donner lieu a des programmes de travail partagé et des activi-
tés de formation / de reconversion.

Toutefois, il nest pas nécessaire qu'un régime de chémage partiel regroupe tous ces élé-

ments. La structure et la mise en application des régimes de chémage partiel différent sen-

siblement selon les pays, mais c’est au niveau des dispositions relatives aux criteres

d’éligibilité que I'on constate le plus de différences. Selon I'Observatoire européen de

I'emploi (2010), les principales caractéristiques qui distinguent les différents régimes de

chémage partiel sont les suivantes :

= Champ d’application (seules certaines catégories d’employés ou tous les employés sont
éligibles au régime de chGmage partiel);

= Nature de l'aide financiére de la part du contribuable (revenus de remplacement, presta-
tions de sécurité sociale ou les deux);

= Taille de I'entreprise éligible a ce type de subventions (petites et moyennes entreprises,
grandes entreprises ou toutes les entreprises);

m Générosité des prestations (durée et limite de I'aide financiére du contribuable);

= Conditions d’octroi de l'aide financiére de la part du contribuable (par exemple, obliga-
tions de préserver les emplois ou de dispenser des formations aux employés mis en
chémage partiel);

= Liens entre le régime de ch6mage partiel et la formation (formations obligatoires dans le
cadre d’un régime de chdmage partiel, mesures incitatives encourageant la formation, etc.)




Parmi les principales caractéristiques des régimes de ch6mage partiel, nous pouvons noter

gque ceux-ci comprennent toujours un certain équilibre entre l'investissement réalisé et la

prestation sociale accordée. Cela signifie que toutes les parties prenantes, a savoir les em-

ployeurs, les salariés et les pouvoirs publics, subissent une perte mais bénéficient égale-

ment de certains avantages en découlant. De cette maniere les régimes de chdémage partiel

se définissent comme un instrument congu sur la base d'un consensus général et d’un inté-

rét commun, étant donné que ce systéme fonctionne uniquement si tous les acteurs impli-

gués dans ce processus sont convaincus de son utilité. Par conséquent, des mécanismes

différents fonctionnent a divers niveaux et pour des groupes cibles spécifiques, et c’est

pourquoi il est intéressant de distinguer ces différents niveaux et d’examiner chaque

groupe séparément. Les avantages et risques clés découlant des mesures prises pour les

différents groupes cibles peuvent se résumer comme suit :

= Les employeurs bénéficient d'une réduction des charges salariales ainsi que d'une pro-
tection du flux de trésorerie. Ils peuvent conserver le personnel qualifié au sein de leur
entreprise et améliorer la productivité a moyen terme grace a des mesures de qualifica-
tion. Ils risquent de s’exposer a une dégradation de I'éthique du travail et de leur posi-
tion concurrentielle, ainsi que de subir une pression sur les prix.

= Les employés bénéficient de la sécurité de I'emploi, puisqu’ils conservent leur poste mal-
gré une conjoncture difficile, ils améliorent leurs compétences en bénéficiant de mesures
de qualification. Ils doivent accepter un niveau de salaire moins élevé a court terme,
puisque seule une partie du temps d’inactivité est rémunéré.

= Les autorités publiques ont recours aux régimes de ch6mage partiel pour préserver leur
économie ainsi que les secteurs cruciaux de toute perturbation économique, vague de li-
cenciements massifs, taux de chomage élevé (ce qui entraine une pression financiere sur
les prestations sociales) et éviter toute agitation sociale due a un contexte de crise. Elles
courent le risque du subir des pertes séches, c’est-a-dire de dépenser des fonds publics
pour des emplois qui auraient été conservés dans tous les cas, des effets de déplace-
ment, a savoir d’engager des dépenses publiques pour des emplois qui, a terme, n'au-
ront pas pu étre conservés, et un retard de la restructuration de I'économie nationale en
protégeant des emplois et des entreprises non viables.

= Les demandeurs d’emploi ne bénéficient pas directement de ces mesures, le régime de
chémage partiel s’adressant aux titulaires d’un emploi. L’on pourrait méme se poser la
question de savoir si le chémage partiel ne va pas a I’encontre des intéréts des deman-
deurs d’emploi étant donné que ces mesures entravent la fluidité du marché du travail.
Cependant, le chdmage partiel contribue a une reprise économique plus rapide, ce qui
est également dans l'intérét des demandeurs d’emploi.

Contexte du recours aux régimes de chomage partiel dans différents
pays

Les différences en termes de régime de chomage partiel dans les pays d’Europe sont étroi-

tement liées au contexte socio-économique national et influent directement sur I'envergure
du recours a de telles mesures. La crise économique de 2008/2009 a également eu des ré-
percussions sur la structure des différents régimes de chémage partiel, ce qui s'est traduit

dans la plupart des pays par I'adoption de réformes en réponse au ralentissement économi-
que.

Durant les années qui ont précédé la crise, I'Europe connaissait une période de croissance
économique saine et un marché de I’'emploi en pleine expansion. D’'une maniére générale,
la principale préoccupation semblait se poser sur le plan démographique, dont I’évolution




indiquait un déclin de la main d’ceuvre disponible en Europe contre une hausse de la de-
mande sur le marché du travail. Au cours des derniéres années toutefois, la tendance s’est
inversée. En 2008, les marchés financiers mondiaux ont connu leur plus grande crise de-
puis les années 1930. Cette étude n’a pas pour objet d’aborder les facteurs qui ont mené a
cette crise, toutefois son impact est devenu de plus en plus tangible. L'investissement, la
production et la consommation ont tous trois reculé en raison de la perte de confiance des
investisseurs et des consommateurs suite au gel des crédits et au chémage de millions de
personnes.

Cette conjoncture économique difficile qui perdure depuis 2008 a eu de lourdes conséquen-
ces sur le marché de I'emploi de I'UE. La tendance positive enregistrée entre 2005 et 2008
s'est inversée suite a la crise économique de 2008 et le taux de chémage enregistré dans
I'UE-27 est passé de 6,9 % en milieu d'année 2008 a 9,7 % a la mi-2010. Il existe des
écarts importants du taux de chémage parmi les pays de I'UE. Des pays comme
I’Allemagne, I’Autriche ou les Pays-Bas ont enregistré une hausse du ch6mage relativement
modérée. Cependant, le taux de chémage a fortement grimpé en Lettonie, en Espagne et
en Slovaquie. Parmi I'ensemble des pays étudiés, |'Espagne est celui qui présente actuelle-
ment le taux de chémage le plus élevé (toujours en progression).

Les statistiques indiquent que la hausse du ch6mage n’est pas uniformément répartie parmi
les différents groupes présents sur le marché du travail. Certains groupes ont été plus sé-
verement touchés que d’autres par la récession. De méme que lors des récessions écono-
miques précédentes, les employés avec un faible niveau d’éducation ont le plus souffert de
la récession qui a frappé I'UE-27. L'emploi des travailleurs de niveau d’instruction primaire
ou de premier cycle du secondaire a reculé de plus de 6 % entre le début de I'année 2008
et la fin 2009, contre 1 % pour les travailleurs ayant un niveau d’instruction de deuxiéme
cycle secondaire et d’enseignement post-secondaire et 5 % pour ceux ayant fait des études
supérieures. En étudiant plus en détail la situation de certains pays, nous pouvons conclure
que la Lettonie a subi la plus forte chute de I'emploi des travailleurs de niveau d’instruction
primaire ou de premier cycle du secondaire. L’'emploi de cette catégorie de travailleurs a
reculé d’un cinquiéme contre environ 5 % pour les personnes ayant un niveau
d’enseignement supérieur. Le taux de ch6mage des travailleurs ayant un faible niveau
d’éducation a augmenté de 13,7 % en Espagne entre mi-2008 et mi-2010. Cependant,
I’Allemagne et la Slovaquie ont enregistré un recul du chémage des travailleurs avec un
faible niveau d’instruction de 0,3 % et de 0,1 % respectivement. L'Italie et la Finlande
constituent les seules exceptions de notre échantillon de pays puisque I'emploi des travail-
leurs ayant un niveau d’éducation de deuxiéme cycle du secondaire et post-secondaire a
enregistré une meilleure performance que celle des travailleurs ayant fait des études supé-
rieures.

Structure du régime du chomage partiel

Lorsque nous comparons les différents régimes de chémage partiel mis en place dans les
pays d’Europe, nous constatons qu’il existe un certain nombre de mesures distinctes en
termes de critéres d'éligibilité, de conditions requises, de générosité du régime, de rela-
tions avec les politiques de I'emploi et les formations, de financement et de réle joué par
les parties prenantes. Ces variantes peuvent s’expliquer en partie par les différences
conjoncturelles et par le niveau de priorité accordé a certains objectifs. Malgré ces différen-
ces, nous constatons toutefois certaines caractéristiques communes.




= Tout d’abord, les pays ayant mis en place un régime de travail a temps partiel avant la
crise de 2008/2009 ont prolongé la durée légale de la période de mise en ch6mage par-
tiel pendant la crise. Par conséquent, la durée Iégale du chGmage partiel était plus lon-
gue dans ces pays que dans ceux ol une telle mesure était introduite pour la premiére
fois. Ce phénomene a donc entrainé des écarts importants en termes de durée légale,
allant de 60 jours (par an) en Slovaquie jusqu'a 3 ans sur une période de 5 ans en Italie.

= Deuxiemement, la plupart des pays ont soutenu financiérement les activités de forma-
tion (Autriche, Belgique, France ou Allemagne) ou ont rendu les formations obligatoires
durant les périodes de mise en chGmage partiel (République tcheque, Pays-Bas ou Slo-
vénie).

= Troisiemement, les régimes de chomage partiel récemment institués semblent présenter
des conditions plus strictes et moins généreuses en termes de critéres d'éligibilité et de
formalités que les régimes de choOmage partiel établis avant la crise de 2008/2009. De
plus, nous présumons que la générosité, les criteres d’éligibilité et les conditions requi-
ses dans le cadre des régimes de ch6mage partiel en vigueur au moment de la crise
2008/2009 en ont maximisé les effets et I'impact.

= Quatriemement, I'implication des partenaires sociaux dans certains pays a entrainé la
signature d’accords supplémentaires relatifs aux régimes de chémage partiel. Ces ac-
cords ont la plupart du temps accru la générosité de ces programmes en faveur des em-
ployés.

= En outre, il semble que seuls les anciens Etats membres de I’'UE financent le régime du
chdmage partiel par le biais du systéme des allocations de chémage. Les nouveaux Etats
membres financent le chdmage partiel avec le budget de I’Etat ou en ayant recours au
Fonds social européen.

Enfin, il n’existe pas de concentration géographique claire de I'application des critéres
mentionnés ci-dessus dans le cadre des régimes de chémage partiel.

Mise en place des régimes de chomage partiel

La mise en place des régimes de chdmage partiel varie selon les pays en fonction des tradi-
tions et de la structure relatives a ces mesures. Dans la plupart des cas, les régimes de
chomage partiel sont élaborés par le ministére compétent, a savoir le Ministére de I'Emploi
et des Affaires sociales, et sont mis en ceuvre par I'agence / le service national(e) pour
I'emploi. En ce qui concerne les pays ou les régimes de chGmage partiel ont été adaptés
pour faire face a la crise, les partenaires sociaux (a savoir les syndicats, les associations
industrielles, voire les entreprises) étaient fortement impliqués dans les négociations relati-
ves a la politique.

L'adaptation des régimes de chomage partiel s’est faite avec beaucoup plus de facilité dans
les pays ou un tel programme existait déja avant la crise et avec lequel les travailleurs
étaient déja familiarisés. En effet, les procédures, conséquences, avantages et inconvé-
nients d’un tel régime étaient déja connus par I’Agence / le Service national(e) pour
I'Emploi et par les partenaires sociaux. Dans le cas de I'Autriche ou de la Belgique par
exemple, la tradition de partenariat social et de négociation est fortement intégrée a la
culture du pays, ce qui a semblé faciliter les négociations relatives a I'adoption de mesures
d'ajustement et a la mise en place d'un tel régime. Dans les pays ou les régimes de ch6-
mage partiel étaient introduits pour la premiére fois, un tel programme était congu pour
durer sur une période de temps relativement limitée et n’avait fait I'objet que d’une étude




assez sommaire au préalable. Il est essentiel que les employeurs ainsi que les salariés
soient bien informés sur les régimes de chémage partiel. Les ministéeres, Agences / Servi-
ces nationaux pour I'emploi et autres parties prenantes ont tous un réle a jouer dans la
sensibilisation des employeurs et des salariés sur ce régime. Une mauvaise connaissance
de ce régime peut en diminuer la participation, générer des ambiglités quant a celui-ci et
entrainer des effets et un impact négatifs.

Une fois le cadre du régime de chémage partiel défini, la mise en place des mesures incom-

bait principalement aux entreprises, aux comités d’entreprise et aux agences pour I'emploi.

D’une maniére générale, la procédure de demande d’adoption d’un régime de ch6mage par-

tiel peut étre décrite comme suit (bien que celle-ci puisse différer dans la pratique, en fonc-

tion du pays ou du régime en place) :

= Dans les pays ou une convention avec les partenaires sociaux constituait un pré-requis
pour la sollicitation d’un régime de chémage partiel, les employeurs devaient souvent
consulter ces partenaires sociaux et conclure un accord avec eux avant d’entreprendre
toute démarche relative au régime de chémage partiel.

= Au moment de la sollicitation d’un régime de chémage partiel, les employeurs devaient
remettre un certain nombre de documents (selon le pays et le régime) a I’Agence / au
Service national(e) pour I'emploi, tels qu'une candidature au régime de chémage partiel,
une preuve attestant de I’existence d’un besoin économique, une liste des employés par-
ticipants ou une déclaration solennelle.

= L’Agence / le Service pour I'emploi évaluait ensuite I’éligibilité des employeurs / salariés
au programme. Toute ambiglité ou doute devait étre clarifié(e) par I’Agence / le Service
national(e) pour I'emploi en se mettant en contact avec I'employeur ou en lui demandant
de fournir des piéces supplémentaires.

= Une fois le dossier examiné et I'approbation a la participation au programme obtenue,
I'employeur pouvait alors mettre en place ce régime. Durant la mise en application du
régime, I'employeur peut étre invité a signaler régulierement le nombre d’employés par-
ticipant au régime de chémage partiel et I'ampleur de cette participation. Ces informa-
tions peuvent faire I'objet de vérifications de la part de I’Agence / du Service national(e)
pour I’emploi dans le but d’éviter tout abus dans le cadre de ce programme.

Le nombre de participants varie fortement selon les pays. Cela s’explique par les différen-
ces entre pays en termes de population des salariés et de taux de participation au régime
du chémage partiel. Si I'on se base sur le nombre absolu de participants, I’Allemagne est le
pays ou le régime de chomage partiel a le plus d’ampleur. En mai 2009, le nombre maxi-
mum de participants a été atteint en Allemagne, avec 1 442 667 employés inscrits dans ce
systéme. En France, 673 000 employés ont eu recours au régime du ch6mage partiel en
2009. Cependant, au cours de la méme année, seuls 20 591 employés ont adopté ce type
de régime en Espagne et, en Lettonie, le nombre total de participants était inférieur a 6
000. Dans la plupart des pays étudiés, le recours au chdémage partiel a commencé a aug-
menter fin 2008, pour atteindre son plus haut niveau en 2009 avant de reculer en 2010.
L'assouplissement des critéres d'éligibilité et des conditions requises ainsi qu'une plus
grande générosité du régime de chémage partiel en ont

encouragé la participation. Les programmes trés complexes semblent également engendrer
un taux de participation plus faible, car moins adaptés aux petites entreprises.

Le recours au chémage partiel ne s'est pas répandu de maniere uniforme dans I'économie.
Dans la plupart des pays, il est clair que la grande majorité des participants travaillent
dans les secteurs industriel ou manufacturier tandis que ce régime a été moins sollicité




dans le secteur tertiaire. Plus particulierement, les constructeurs automobiles en Autriche,
en Allemagne et en France ont largement recouru a ce régime, tout comme le secteur mé-
tallurgique fortement représenté aux Pays-Bas et en Slovénie ainsi que les secteurs du tex-
tile et de I’'habillement en France. L'Espagne et la Lettonie, pays dans lesquels les entrepri-
ses du secteur secondaire ont eu peu recours au régime du ch6mage partiel, constituent
I’'exception. Ainsi les taux de recours au chomage partiel en Lettonie ont été importants
parmi les entreprises du commerce de détail et de gros ainsi que dans les secteurs du lo-
gement et de la restauration, tandis qu’en Espagne, le secteur tertiaire a enregistré le plus
grand nombre d’entreprises ayant recours a ce régime. Cependant, le secteur secondaire
compte le plus grand nombre de compagnies ayant eu recours a ce régime, ce qui signifie
gue les entreprises de ce secteur ont placé un grand nombre de leurs salariés au chdomage
partiel.

En ce qui concerne la composition de la main d’ceuvre dans ces secteurs, la majorité des
salariés concernés par une mise en chOmage partiel était dans un certain nombre de pays
des hommes agés de 30 a 50 ans. De plus, il semble que les entreprises étaient plus encli-
nes a avoir recours a la mise en ch6mage partiel pour les travailleurs qualifiés faisant par-
tie des catégories de revenu intermédiaires, comme les opérateurs. Il s’agit aprés tout
d'une main d'ceuvre difficile a trouver pour les employeurs au terme de la période de réces-
sion économique. De plus, la grande majorité des salariés touchés étaient titulaires d’un
emploi permanent, bien qu’il soit difficile de déterminer leur proportion selon les pays. Les
analyses macro-économétriques ainsi que les analyses conduites par I'OCDE (en 2010) et
Hijzen & Venn (2011) suggerent que les régimes de ch6mage partiel ont bénéficié aux sala-
riés titulaires d’'un emploi a durée indéterminée plutét qu’aux travailleurs temporaires. Au-
cune donnée n’a permis de déterminer la diversité ethnique des salariés bénéficiant de ce
régime.

Les actions de formation des entreprises dans le cadre du régime de chGmage partiel ont
été mises en ceuvre de multiples fagons au sein des pays européens pendant la crise. Cer-
tains pays, comme les Pays-Bas, la Lettonie et la République tchéque, ont rendu les actions
de formation obligatoires pendant les heures chdmées tandis que dans d’autres pays,
comme en Allemagne et en France, la formation représentait une possibilité soutenue par
des mesures financiéres incitatives pour les employeurs ou bénéficiant du soutien du Fonds
social européen dans bien des cas. Cependant la participation volontaire a des programmes
de formation a été inférieure aux attentes dans la plupart des pays, car seul un nombre
tres limité d’entreprises a eu recours aux aides mises a leur disposition.

Plusieurs raisons expliquent ces faibles taux de participation dans ces pays.

m Tout d’abord, le personnel participant aux programmes de formation est moins flexible
et ne peut pas toujours étre immédiatement réembauché au moment de la reprise de
I’activité sans interrompre la formation.

= Deuxiemement, la mise en place d’un programme de formation représente un fardeau
administratif supplémentaire pour I’'employeur, notamment pour les entreprises qui n‘ont
pas de département des Ressources humaines en soi ou qui n‘ont pas mis en place des
stratégies de formation a moyen terme.

= Troisiemement, les programmes de formation ne sont que partiellement financés par
I’Etat dans certains pays, et représentent donc une charge supplémentaire pour
I'employeur, dans un contexte ou ce dernier cherche a alléger les colts supportés par
son entreprise.




= Enfin, il existe un probléme d’équilibre entre les compétences générales et spécifiques.
Certains employeurs peuvent étre réfractaires a I'idée de mettre en place des actions de
formation si celles-ci ne correspondent pas a leurs besoins a court terme.

Efficacité du régime de chomage partiel

Dans la plupart des pays ayant instauré un systeme de chémage partiel, le bilan quant a sa
mise en ceuvre est positif. Plusieurs ministéres et agences compétents ont publié des esti-
mations du nombre d'emplois préservés grace au systéme du choOmage partiel. Cependant,
ces estimations ne sont pas toujours fondées sur des données objectives. Les taux d'adhé-
sion élevés a des conventions de ch6mage partiel ne sont pas nécessairement révélateurs
d'une grande efficacité, car il peut s'avérer que certains emplois ayant fait I'objet de cette
mesure n'aient en réalité pas besoin d'une telle protection ou que des salariés indemnisés
soient tout de méme licenciés au terme de la période de récession (il s'agit des effets de
pertes séches ou de déplacements). Toutefois, le bilan émanant des sources secondaires au
niveau des économies nationales est d’une maniére générale positif.

Selon les sources consultées aux niveaux domestiques, I'efficacité du chémage partiel dé-
pend non seulement de la structure des mesures adoptées mais également du contexte
économique et de I'évolution de la conjoncture durant la crise. Les régimes de chomage
partiel sont considérés comme étant efficaces tant qu’aucune mesure d’ajustement structu-
rel n'est nécessaire au niveau économique et tant que I’'on prévoit une nouvelle hausse de
la demande de biens et de services a court terme. En Allemagne, ou la situation économi-
que était solide avant la crise, le régime du chémage partiel a été trés efficace, étant don-
né le fait que la récession économique était principalement due en effet a un recul tempo-
raire de cette demande, aussi bien au niveau domestique qu’international. En Lettonie ce-
pendant, il en ressort que le chdmage partiel a bloqué la mise en ceuvre d’une restructura-
tion nécessaire de I’économie. De nombreuses mutations économiques ont eu lieu, et la né-
cessité de procéder a certaines délocalisations de la main d’ceuvre est apparue évidente au
cours de la période de récession. Par conséquent, le régime du chémage partiel n’était pas
une solution adaptée a la situation économique.

Pour terminer avec les sources nationales, des études macro-économétriques globales sur
le régime du chdmage partiel indiquent que celui-ci s'avére étre un instrument efficace
pour préserver I’emploi dans les périodes de récession, du moins a court terme. La plupart
des analyses arrivent a la conclusion que les mesures adoptées dans le cadre de ce type de
régime sont efficaces, toutefois la maniere dont ces effets sont obtenus reste peu claire.
Une reconstitution d’analyses macro-économétriques antérieures a démontré que cette effi-
cacité reste étroitement liée au modéle mis en place (1) selon que I'effet du régime de
chémage partiel s'avére étre direct ou indirect (un effet indirect désigne les cas ou le ré-
gime de chémage partiel a seulement pour effet de limiter les conséquences d’une chute de
la production sur le niveau de I'emploi), et (2) selon le nombre d'emplois effectivement
préservés suite au recours au chémage partiel. Nos estimations correspondent a la docu-
mentation existante car nous parvenons a la méme conclusion selon laquelle le chémage
partiel a un impact positif sur I'emploi, uniguement en raison du fait que ce régime limite
les répercussions négatives d’'une chute de la production sur I’emploi. Le nombre total
d’emplois préservés dans les 10 pays pour lesquels nous avons recueilli des données dans
le cadre de nos propres estimations et en consultant la documentation existante, peut se
situer entre 125 000 et 850 000 postes.




Les analyses micro-économiques réalisées a partir des données sur I'emploi en Allemagne
et en France présentent un panorama plus nuancé quant aux effets du ch6mage partiel sur
I'emploi. Il en va de méme pour I'analyse menée a partir des données relatives aux salariés
en Autriche.

Dans le cas de I'Allemagne, notre modéele le plus fiable suggére que les firmes qui ont eu re-
cours a la mise en chdOmage partiel ont gardé 5 % de salariés en plus que les entreprises qui
n‘ont pas fait appel a ce régime. Cela correspond au point de vue des personnes ayant eu
recours a ce systéme, pour qui le « Kurzarbeit » (travail a temps partiel) a permis de pré-
server I'emploi pendant la crise. Cependant les chiffres révélent également |'existence de
pertes seches. Il est important de garder a I'esprit que ce chiffre peut étre une sous-
évaluation des effets réels, car il n’est pas établi que notre modele parvienne a parfaitement
appréhender I'endogénéité du recours au Kurzarbeit (c'est-a-dire a déterminer si les entre-
prises qui rencontrent des difficultés sont plus susceptibles d’avoir effectivement recours au
Kurzarbeit).

En ce qui concerne la France, les effets estimatifs du chomage partiel établis sur la base de
données microéconomiques sont limités. Nous avons constaté que le chdmage partiel
n’avait des effets positifs sur I'emploi que dans le cas des entreprises subissant des chutes
de production trés importantes (plus de 55 ou 60 %). Dans le cas des autres entreprises,
nous n‘avons constaté que des impacts Iégérement négatifs. Encore une fois, cette conclu-
sion correspond a l'opinion des intervenants dans ce domaine, pour qui le chémage partiel
aurait pu étre plus efficace moyennant une réforme de ses mesures intrinseques.

Concernant I’Autriche, nous mesurons les effets en nous appuyant sur les données recueil-
lies au niveau des individus pour vérifier I'hypothése selon laquelle les salariés autrichiens
mis en chémage partiel ont, toutes autres choses égales par ailleurs, un niveau de sécurité
de I'emploi plus élevé qu’ailleurs. Nous prenons en compte la sécurité de I'emploi a court
terme. Plus précisément, nous prenons en compte la sécurité de I'emploi six mois apreés le
début de la période de mise en chdémage partiel. Nous trouvons un effet statistiquement si-
gnificatif, mais faible. 650 salariés n’auraient pas conservé leur emploi s’ils n’avaient pas
eu recours au Kurzarbeit. Cela nous amene a la conclusion que le Kurzarbeit a un effet trés
limité sur la sécurité de I'emploi a court terme des salariés en Autriche.

D’une maniére générale, il est important de noter que nos estimations fondées sur des mi-
crodonnées concluent a des effets plus positifs, quoique limités, du chémage partiel sur le
niveau de I'emploi, que la documentation existante également rédigée a partir de micro-
données, aboutissant jusqu'a présent a des résultats négatifs. Cela s’explique souvent par
la difficulté d'établir le niveau d'endogénéité du recours au chémage partiel. Nous avons
également été confrontés a ce probléme dans le cadre de nos analyses, et il est tout a fait
possible que nos résultats sous-estiment encore les effets réels du chomage partiel.

Dans le cadre de notre étude, ce qui est également le cas pour la documentation existante
a ce sujet, nous avons observé que les estimations réalisées a partir de données macroéco-
nomiques (au niveau national ou sectoriel) concluent en général a des effets plus positifs
du chomage partiel que celles s'appuyant sur les données au niveau des établissements.
Cela s’explique par le fait que la question de I’endogénéité du chdmage partiel est moins
importante dans les analyses menées a |’échelle nationale. Un grand nombre de pays pré-
sentant des écarts significatifs en termes de PIB et de niveau de I'emploi ont instauré des
régimes de chOmage partiel. Par conséquent, le recours au chdmage partiel n‘indique pas




nécessairement que le pays fait face a une conjoncture économique particulierement diffi-
cile, cependant au niveau des entreprises, le recours a ce type de régime est plus révéla-
teur des difficultés rencontrées. La question de I'endogénéité étant moins importante pour
les analyses macroéconomiques, les estimations s'appuyant sur ce type de données sont
moins susceptibles de sous-estimer les effets du chémage partiel sur I'emploi. Toutefois,
cela ne signifie pas que le probleme de I'endogénéité soit totalement absent dans les analy-
ses macroéconomiques : le recours au chémage partiel peut augmenter dans un pays en
fonction de la dégradation du marché de I'emploi. Ainsi, il existe bien un risque de sous-
estimer les effets du chémage partiel aussi bien dans les analyses micro et macro et ce
probléme n'a pas encore été résolu.

Des travaux de recherche qualitatifs approfondis conduits au niveau national et au niveau
des entreprises en Allemagne, en France et en Autriche démontrent que les effets du ch6-
mage partiel ne se limitent pas a la protection directe des emplois que nous pouvons mesu-
rer en ayant recours a des calculs économétriques. Les entreprises affirment qu’elles au-
raient été contraintes de procéder a des licenciements en I'absence de régime de chGmage
partiel. En outre, dans le cas de I'Allemagne particulierement, le pays qui a enregistré le
taux de recours au chémage partiel le plus élevé, ce régime est considéré comme une me-
sure qui a contribué a maintenir la stabilité des entreprises et de ce fait la stabilité de
I'économie en général. Bien que les personnes interrogées reconnaissent I'occurrence pos-
sible d’effets de pertes séches, les agents économiques concernés acceptent ce risque étant
donné que l'effet global sur I'économie est jugé plus important. Le recours au chémage par-
tiel a permis aux entreprises de faire preuve de réactivité face a la hausse de la demande
au terme de la crise, et c’est pourquoi cette mesure est considérée comme |’'un des facteurs
essentiels du redressement économique de I’Allemagne.

Les effets a long terme du régime restent a déterminer. Cela s’explique par le fait qu’il est
difficile d’isoler I'impact du chémage partiel sur le développement futur de I’économie d’une
maniere générale et sur les carriéres individuelles. Bien entendu, il est encore trop tét pour
pouvoir mesurer les effets a long terme du ch6mage partiel dans le cadre de la récente
crise.

En ce qui concerne l'impact du chémage partiel au sens plus large, nous pouvons égale-
ment inclure les effets des activités de formations sur I’'employabilité des salariés concernés
par le ch6mage partiel dans notre évaluation générale. Bien que la participation a des pro-
grammes de formation ait été relativement modeste, les salariés ayant pris part a ces acti-
vités ont été tres satisfaits des résultats. Il est difficile de trouver d’autres indicateurs sur
les impacts a long terme et a court terme des actions de formation. Des études antérieures
démontrent que les effets de la formation sont souvent limités a court terme, mais peuvent
devenir significatifs a long terme, aussi bien au niveau des carriéres individuelles que dans
le fonctionnement du marché de I'emploi. Cependant, ces conséquences a long terme sont
tres difficiles a appréhender a I'aide d'une méthode scientifique, en raison de la difficulté
d'isoler les effets de la formation des autres facteurs influant I'évolution du marché de
I'emploi. Il est intéressant de noter que dans I'analyse macroéconomique, un résultat sug-
gere que le fait de rendre obligatoire la formation pour I'octroi du régime de chémage par-
tiel peut avoir un meilleur effet sur I’emploi. Cette hypothése n’est cependant pas assez so-
lide pour se vérifier avec les autres mesures du recours au chémage partiel.




Enseignements acquis

Les pouvoirs publics, les responsables politiques tout comme les utilisateurs finaux, a sa-
voir les entreprises et les salariés, interrogés dans le cadre de cette étude ont tous confir-
mé que dans |I’éventualité d’une autre période de crise économique, le recours au ch6mage
partiel resterait un outil utile pour faire rempart aux difficultés économiques. Bien entendu,
aucun régime de ch6mage partiel ne peut prétendre a la perfection et tandis que certains
espéraient des taux de participation plus élevés, d’autres se sont inquiétés des pertes sé-
ches induites tandis que d’autres encore se sont déclarés dégus concernant le faible recours
aux programmes de formation instaurés dans le contexte du chémage partiel. Comme nous
I'avons déja expliqué, le régime de chémage partiel a fait I'objet de plusieurs ajustements
au niveau de sa structure en réponse a la récente crise économique. Les mécanismes de
base du chémage partiel n‘ont pas subi de modification mais I’équilibre entre la générosité
et la rigueur du régime, entre les contributions publiques et privées et entre les risques en-
courus par I'employeur et par le salarié a été ajusté pour augmenter |'attrait de ces mesu-
res. Cela implique qu’il existe plusieurs aspects, des « leviers » pour ainsi dire, au niveau
desquels il est possible d’agir pour procéder a des ajustements du régime de chémage par-
tiel dans le but de produire des effets différents.

En examinant les informations que nous avons recueillies aux fins d'élaboration de cette étude
d’un point de vue global, nous pouvons énoncer quelques lecons importantes a l'intention des
responsables politiques qu’il sera important de retenir dans le cadre du recours au chdmage
partiel lors de futures crises économiques. Nous avons relié ces legcons aux problémes relatifs
au régime de chGmage partiel : le contexte propice a ce type d’instrument, la prévention des
pertes séches et des effets de déplacement, la minimisation des colts corrélée, le rdle des
partenaires sociaux, les mesures incitatives pour la formation et la mise en place efficace et
efficiente de telles mesures.

Recommandations relatives a la structure et au recours au régime de chémage partiel

1) Contexte : dans quel type de situation est-il recommandé qu'un pays encourage le recours au

chomage partiel ?

Le régime de chOmage partiel a le plus de chances d'étre efficace dans les cas suivants :

= Le pays jouissait d'une bonne situation économique avant le début de la crise économique ;

= |a crise économique est provoquée par des facteurs externes, par exemple une chute de la demande
internationale ;

= |a crise sera vraisemblablement temporaire et n‘appelle pas a des changements structurels dans
I’économie pour y faire face ;

= Il existe un large consensus concernant la protection de I'emploi de la part des parties prenantes
concernées.

2) Comment éviter les pertes séches et les effets de déplacement ?

= |es entreprises doivent présenter la preuve d'un besoin économique avant d’avoir recours au ch6mage
partiel, qui démontre que les difficultés rencontrées sont de nature temporaire et causées par des évé-
nements externes et non pas par une mauvaise gestion ou par des problémes de nature interne.

= |es colits résiduels doivent rester a la charge des entreprises, a savoir les revenus de compensation
partielle des allocations de chGmage partiel, les charges sociales et autres indemnités telles que les
congés payés, de maniere a responsabiliser les entreprises quant a la nécessité du recours au chémage
partiel. Il doit exister un certain équilibre entre la générosité du systéeme et le recours a celui-ci.

= |es entreprises doivent d’abord avoir recours a d’autres instruments permettant d’augmenter la flexibi-
lité interne avant de solliciter une demande de mise en ch6mage partiel.

= |es critéres d’éligibilité a I’égard des employés doivent rester basiques afin que ce régime s'adresse a
tous les groupes de salariés quels qu'ils soient.




= Une protection contre les licenciements doit étre prévue pour les employés mis en ch6mage partiel mais
cette protection ne doit pas se prolonger au-dela de la période d’activité partielle afin que les entrepri-
ses préservent une certaine flexibilité.

= Le fardeau administratif induit par ces formalités doit étre pris en compte, car celui-ci peut conduire a
une participation et a une efficacité plus limitées.

3) Comment limiter les coiits de telles mesures pour le contribuable ?

= Tous les groupes concernés doivent faire des concessions pour une répartition des colts entre les par-
ties prenantes : employeurs, salariés, caisses de I'Etat.

= La durée de la période de chdmage partiel doit étre limitée pour éviter tout abus, avec une certaine
flexibilité cependant pour rassurer les entreprises.

= Un équilibre doit étre établi entre I'attrait d’'une telle mesure pour en accroitre la participation et la ri-
gueur du régime pour éviter les pertes séches.

= Malgré tous ces efforts, le régime du chGmage partiel reste un instrument colteux, bien que les indem-
nisations chémage ainsi évitées puissent étre encore plus onéreuses.

4) Dans quelle mesure les partenaires sociaux doivent-ils étre impliqués au niveau de la concep-

tion et de la mise en place de ce régime?

= |es partenaires sociaux doivent participer aux discussions ayant trait a la politique mise en place afin
d'encourager des débats, parvenir a un accord commun, créer un engagement et faire connaitre ce ré-
gime aupreés du grand public. Cela peut étre considéré comme la base d’'une mise en ceuvre réussie.

= Un dialogue social doit étre instauré a l'aide des mesures mises en place au niveau des entreprises,
c'est-a-dire en demandant aux comités d’entreprise d’approuver les candidatures au chémage partiel ;
ce type d'approche légitimise la mise en ceuvre du régime et accroit son efficacité tout en permettant
d’instaurer un mécanisme de contrdle des applications irrecevables.

= Le r6le joué par les syndicats doit étre pris en compte car il peut entrainer des colits accrus pour les
entreprises et éventuellement avoir une répercussion négative sur le taux de participation en consé-
quence.

5) Comment encourager efficacement le recours a des plans de formation durant les périodes de

chomage partiel ?

= Il convient de faire preuve de vigilance si les formations sont instaurées comme condition obligatoire a
I'octroi d’'un régime de chémage partiel car une telle mesure modifie la nature de l'instrument et crée
une distance avec l'objectif de protection de I'emploi.

= Des mesures financiéres incitatives doivent étre prévues, aussi bien pour encourager la formation que
pour rembourser les colts liés a celle-ci dans le cadre du ch6mage partiel.

= Il est capital de fournir un soutien pratique de formation a I'organisme, en collaboration avec les parte-
naires sociaux et les établissements de formation, en encourageant l'introduction de cours de formation
flexibles et la mise en place de systémes de partage / de formations collectives pour les PME.

= Il est important de multiplier les efforts de sensibilisation sur I'importance des compétences transversa-
les auprés des parties prenantes et des entreprises.

= |e fardeau administratif supplémentaire induit doit étre le plus modeste possible.

6) Comment améliorer I'efficacité et I'efficience de la mise en ccuvre d’'une telle mesure ?

= |e soutien aux entreprises et la prise en charge des sollicitations de mise en chGmage partiel doivent
étre la priorité absolue au sein des agences pour I’emploi. Les agences pour I'emploi doivent avoir re-
cours a des ressources supplémentaires pour assurer la bonne gestion des processus administratifs.

= |a prise en charge doit étre rapide notamment dans le cas des candidatures et des remboursements
afin d’améliorer I'efficacité du chémage partiel en tant qu’instrument de gestion de la crise

= |es partenaires sociaux doivent jouer un réle actif dans la sensibilisation, I'information et le soutien aux
entreprises.

= |es parties prenantes doivent faire des choix sans équivoque quant au recours au chémage partiel dans

le cadre de la réponse générale a la crise afin de faciliter un processus de mise en place sans heurt.




Part A: Design of the study and theoretical background
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1 Introduction: objectives of the study and
evaluation framework

The European Commission acknowledges that, in response to the current economic crisis,
European governments have invested heavily in short-time working arrangements (STWA).
The objective of STWA is to protect jobs that are under threat due to a temporary drop in
output. Governments aim to help businesses keep their employees during the crisis so that
they do not need to re-hire people when the economy picks up again. Given this prominent
position of STWA, the Commission wishes to be provided with an analysis of whether these
STWA have indeed protected jobs in the EU labour market and how this protection com-
pares to earlier experiences with similar measures in previous crisis situations.

Such an analysis is relevant because in future crisis situations governments need to be able
to make more informed and better decisions on introducing, modifying or terminating
STWA. In order to do so, a European approach where countries with different arrangements
can be compared will provide clarity on the best ways to effectively protect jobs during an
economic downturn.

This report presents the results of a comparative research project that was carried out be-
tween June 2011 and June 2012. In the course of the project, an overview of STWA use in
all European Member States was attained, followed by a quick scan of twelve European
STWA and in-depth study of STWA use in three countries, namely Germany, France and
Austria. The report follows the methodological set-up of the study by first presenting the
background of the study and the theory behind STWA (chapters 1 to 2), then providing an
overview of STWA use in the European Union at large (chapters 3 to 5) and then delving
into the situation in the three selected countries for in-depth study (chapters 6 to 8). Fi-
nally, we present overarching conclusions on the use and effectiveness of STWA in crisis
situation and the answers to the research questions (chapter 9).

In this chapter, we describe the set-up of the study and the evaluation framework applied
to the short-time working arrangements we examine.

1.1 Aims and Goals

The main aim of the study (derived from the ToR) is:

To collect information on the functioning of short-time working arrangements and analyse whether
these arrangements have protected jobs in the EU labour market to date and how this protection
compares to earlier experiences with similar measures in previous crisis situations.

Moreover, the study aims to provide recommendations on the best ways to design new or
improve existing STWA support schemes; provide insight into the extent of potential dead-
weight losses connected to these measures; assess the impact of work-related training
provision attached to STWA; provide insight into the distribution of these schemes’ effects
on different groups in the labour market; and identify the key actors involved.




1.2 Research Questions

To achieve the aims and goals that are specified above, we need to answer the following
questions as stated in the ToR.

1. In EU-countries where relevant, has the application of STWA specifically protected jobs in the EU
labour market to date, and if so, how many jobs were saved? In answering please disaggregate for in-
dividual Member States and quarters of years and sectors. A control group should also be analysed
(firms in a sector not in receipt of STWA, or a sector not in receipt).

2. How does the protection offered by the current schemes compare to earlier performance of similar
measures in previous crisis situations? As part of this question the contractor is asked to provide an
overview of existing literature evaluating STWA and their functioning and to compare the impact and
effectiveness of current and previous schemes within each Member State and across one or more
Member states and at an aggregate level. Sources for this could include publications from the Commis-
sion, OECD, Member State evaluations and academic research.

3. How have the governments concerned designed the current STWA support schemes? How are they
being implemented? How could they be better designed in order to save jobs in the most cost effective
way? This question could be answered for example by analysing provisions with regard to eligibility cri-
teria for firms or workers to participate. Characteristics of the most effective schemes should be ana-
lysed and assessed.

4. How have the schemes limited the risks of deadweight losses connected to these measures? Perhaps
the jobs of the workers participating would have survived even without STWA, and/or perhaps other
arrangements like employment protection legislation protected the worker from getting laid off.

5. If circumstances where the STWA requires the provision of work-related training, what has been the
impact on the employability of the workers concerned? For example, have the worker's opportunities
improved of being more productive in the current job? Are the skills acquired transferable to another
job? Does the job have to be the same, or in the same sector? Has the training improved the general
employability of the worker?

6. What is the role of different stakeholders in defining the general rules and regulation of the STWA,
and on the criteria for firms to participate, and on the decisions on whether a firm will participate in
the STWA? Stakeholders assessed in this context should include national authorities, public employ-
ment services, social partners, municipalities and other relevant labour market stakeholders.

7. How are threats and opportunities stemming from use of STWA distributed regarding the positions
different groups of workers hold in the labour market? Groups could be identified by characteristics
like skills level, contract type, gender age, nationality, work experience, sector or occupation.

8. Member States differ in the specifics of the STWA they implemented and in the amounts of public
funding used for it. STWA can vary in their effectiveness and impact on national and external labour
markets and economies. Which mechanism can cause national STWA to have positive or negative ef-
fects in neighbouring countries?




1.3 Evaluation Framework

When evaluating short-time working arrangements, it is not enough to examine only the re-
sults and impact of such policy measures in terms of humber of jobs protected or levels of
employment or increases in skills as a result of in-work training. Although important, the re-
sults and impact alone do not provide adequate information on the effective elements of the
different national short-time working arrangements which would enable the Member States
to learn from each other via “peer learning review” processes. What makes a policy strategy
successful? What causes the interventions to fail in reaching targets? Was it the structure
for governance including the quality, efficiency and accountability of the arrangements’ sys-
tem? Was it the design of the intervention itself, were the users different from the initially
intended target group, or are there other circumstances that influence the outcomes?!

In principle this boils down to two questions: "Do STWA work?” and “How do they work?”

To answer these questions and thus realistically evaluate the STWA we developed an
evaluation framework depicted in figure 1.1. In the context of this framework we will:

»  Describe the contextual factors in which STWA have been implemented

m  Describe the characteristics and design of the short time work schemes

= Analyze the way in which STWA were implemented

= Analyze the effect and impact of STWA and compare it with the objectives of the scheme

Based on the input from the analysis we will identify (1) whether the STWA fulfilled the ob-
jectives they were designed for and (2) how they did (or did not) achieve these objectives.
On the grounds of the answers on questions (1) and (2) we will be able to formulate the
lessons learned.

Figure 1.1 Framework for the evaluation of STWA schemes

- Social-economic framework
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Instrument Description [=> Implementation == Effect and Impact

- History during the crisis - Responsible authorities - Job protection
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- Succes and failure factors during the implementation
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Stk - Succes and failure characteristics of STWA for the effect and impact

! pawson, R. & N. Tilley, 1997, Realistic Evaluations. In its essence, Realistic Evaluation argues that an effec-
tive policy evaluation focuses on what works, for whom, and under which circumstances? In doing so, it offers
the possibility to develop insights into the effective elements of policy formation processes. Furthermore it
shows the extent to which the approach might be applied in other situations or target groups.




To analyse this evaluation framework from beginning to end, we have defined a number of
operationalised research questions for the individual parts of the framework. Through an-
swering these questions we will be able to answer the main research questions. The opera-
tionalised research questions are listed below.

Questions for Contextual factors

il
2.

What was the socio-economic situation like in the last decade in the country concerned?

What were the hardest hit sectors, enterprise types and employee groups during the economic
crisis 2008-09?

Did the STWA already exist before the 2008-09 crisis?

Questions for Instrument Description

4.
OF
6.

B0 0 N

0.

How did the STWA evolve during the economic crisis and hereafter?
What were the objectives behind the STWA?

What are the characteristics of STWA in terms of:

Name

Eligibility

Duration

Extent

Financing

What was the relation between STWA and training?

What is the relation between STWA and regular labour market policy?
Which stakeholders were involved with the STWA?

Were there any unique characteristics or conditions to individual countries?

Questions for Implementation

11.
12.
13.
14.
1.

What authorities were responsible for the implementation of STWA and what is their role?
What requirements were laid on potential participants in STWA?

What did the selection procedure look like?

How many participants participated in STWA and for how long?

How did contextual factors / aspects of STWA / target groups influence the implementation of
STWA?

Questions for Effect and Impact

16.
17.
18.
119,
20.
21.

How effective was STWA in terms of job protection?

Did the STWA cause deadweight loss and if it did, to what extent?

What was the impact of the training schemes that were attached to STWA?
Which working groups were reached by STWA?

How was the STWA evaluated in (individual) member states?

What is known about the implementation and effects of STWA in previous crises?

Questions for Lessons Learned

22.
23.
24.
25.

26.

What were the success and failure factors during the implementation during the 2008-09 crisis?
What were the success and failure factors during the implementation during previous crises?
What characteristics positively or negatively influenced the effect and impact of STWA during the
2008-09 crisis?

What characteristics positively or negatively influenced the effect and impact of STWA during the
2008-09 crisis?

Which mechanisms influenced the competitiveness of individual firms and sectors?




1.4 Methodology for data collection

In order to be able to judge to what extent short-time working arrangements contributed to
the protection of jobs during the most recent crisis and to understand which mechanisms
determined the success and failure of the instruments, it was useful to adopt a mixed-
method approach to this study. By combining literature study, quantitative macro-and mi-
cro-econometric calculations with qualitative data collection through interviews and case
studies, this study aimed to give both a broad overview of the role of STWA during the cri-
sis and go into depth on the workings of the measures at hand.

Thus in the first phase of the study, the research team carried out a broad exploration of
STWA in OECD countries and more specifically European member states, based on EU-wide
literature research, taking into account previous overarching research on the topic of
STWA. On the basis of the EU-wide literature, a group of twelve countries was selected for
which short quick-scans were carried out, based on country specific literature research and
short interviews with policy makers in the countries concerned. This resulted in a clear
overview of the different types of STWA and the experiences of the different countries dur-
ing the most recent crisis. At the same time, macro-econometric calculations were carried
out based on OECD data in order to estimate the effects of STWA in terms of the number of
jobs saved across European member states. The results of the literature research, country
quick scans and macro-econometric analysis are presented in part B of this report.

In the second phase of the study, the research team concentrated its efforts on the situa-
tion in three countries: Germany, France and Austria. This selection of countries was done
on the basis of the results of the first research phase. In these countries, more in-depth re-
search was carried out. To begin with, several in-depth interviews were carried out with
stakeholders (at national, sectoral and regional level) in each of the three countries in or-
der to understand the context and policy logic underlying the STWA in the specific coun-
tries. Furthermore, a number of companies, from very large to small and medium sized,
were approached for interviews, with the objective of finding out how companies really
dealt with the crisis and which role the STWA played in this context. Finally, in each of the
three countries we carried out micro-econometric analyses of firm level and individual level
data in order to determine the effectiveness of the measures. The results of these country
studies are presented in part C of this report.

Finally, the overall analysis brought together the results of the different phases and re-
search methods by answering the research questions and summarizing the lessons that can
be learned from the experiences of the various countries for possible future crisis situa-
tions. These conclusions of the study can be found in part D of this report.

Before presenting the results of the data collection in the different countries, the following
chapter will present the background and policy rationale of STWA, including the definition
of the key terms and concepts.







2 Intervention logic of short-time work

2.1 Defining STWA

First government-run short-time working arrangements were introduced in Europe in the
first half of the 20" century. Germany was one of the first countries introducing STWA in
1910. In some countries (such as Belgium) STWA became a common measure and were
used on a large scale. Other countries (such as Austria) have introduced STWA but were
used to a limited extent and mostly for extraordinary situations. A number of European
countries (such as Latvia or the Netherlands) introduced STWA for the firs time as a re-
sponse to 2008-09 crisis. These measures were of a temporary nature and were termi-
nated after the crisis.

Also in the United States, many companies reduced the working hours in cooperation with
their employees during the Great Depression in the 1930’s. Work week reductions were
aimed to avoid layoffs as there was no unemployment insurance back then in the United
States. The working time reductions led to considerable loss of income among affected
workers. Therefore governmental schemes were established giving income protection to
partially unemployed workers. These schemes have been adapted as the welfare state and
the economic situation changed over time.

The great variety of measures that might fall under the term of STWA makes it important
to be clear about the concept of STWA that was used in the context of this specific study.
Before the individual aspects of STWA are described it is important to define what STWA
actually are.

Short-time work (STW) can be defined as a temporary reduction in working time intended
to maintain an existing employer/employee relationship. It can involve either a partial re-
duction in the normal working week for a limited period of time (a partial suspension of the
employment contract) or a temporary lay-off (a full suspension of the employment contract
with zero hours' week). In both cases, the employment contract continues and is not bro-
ken (Arpaia, 2010). STWA are designed in order to allow employers to temporarily adjust
the working hours (and thus maintain internal flexibility) without discontinuing the em-
ployer-employee relationship.

The focus of our study is on STWA that are subsidised by the government. Hereby, the gov-
ernment supports individual employees or companies on short-time work with subsidies in
order to compensate for income loss. STWA that were created on the basis of for example a
sectoral agreement without government support will not be taken into consideration in this
study. During the economic crisis in 2008-09, STWA were applied by the majority of EU
countries (Arpaia, 2010).

2.2 The intervention logic of STWA

During economically difficult periods, companies may have to cut back their production lev-
els in order to respond to lower demand from their clients or customers. This may lead to a




(temporarily) lower demand for labour. In most cases of regular employment relationships,
employers are under an obligation to continue paying out the salary of their employees,
even if the production levels are cut back and the work carried out is reduced. This leaves
the employer with continuing costs in a situation of reduced income. STWA aim to solve
this problem by assisting companies and employees in the time of crisis. Generally speak-
ing, STWA allow employers to temporarily reduce the working time of their employees and
relieves them from the obligation of continuing to pay the full salary.

In order to structure our analysis of the STWA that were applied during the most recent cri-
sis, we will now describe the intervention logic of short-time working arrangements. While
the intervention logic may differ slightly between different countries, the core policy ration-
ale should usually be the same. Defining this model rationale will furthermore help us iden-
tify the specific aspects in which the systems differ. The intervention logic consist of policy
objectives, policy input (instruments), the implementation of the policy, effects or results
achieved by the policy instruments and the impact of these results.

Objectives Implementation

As already mentioned, the most immediate objective of short-term working arrangements
is to preserve sustainable employment relationships during a crisis period. By allowing
companies to temporarily reduce working hours, STWA furthermore aim to lessen the im-
pact an economic crisis has on individual companies and therefore prevent unnecessary
systemic impact of a crisis situation. In some cases, STWA can also aim to improve the
employability of employees through providing training measures. STWA differ in the extent
to which a training component is included in the design.

STWA achieve their objective by providing a subsidy to companies who find themselves in
temporary difficulties due to a drop of demand. This subsidy can be seen as the primary
input of the measures. Employees are compensated for the loss of income with partial or
full replacement of the missing part of their expected salary, paid out through government
subsidies. Additional input measures may be related to financial or practical support to
companies in the provision of training to employees, information and publicity campaigns
and other ancillary measures. The input is determined by the design of the measure. Thus
some measures are designed more generously, providing more financial input. Other meas-
ures include support for training in their design, thereby effecting some input in this area.
Also, the designs differ with respect to the involvement of different actors, e.g. social part-
ners and the administrative procedures.

While the input is the static aspect of the measure - e.g. the subsidy as such - the imple-
mentation refers to the way in which the measures are carried out. The implementation
can be seen as the crucial link between the set-up and design of a measure and its actual
effects and results. In the case of STWA, the measure needs to be communicated effec-
tively to companies and employees; the application procedure needs to be managed suc-
cessfully by the competent authority, often the labour agency; and the companies need to
organise the internal process of planning and control in order to reap the benefits of the




measures. This whole process needs to be organised in a way which minimises the risks of
inefficient and ineffective use of subsidies and maximises the results achieved for all actors
involved.

The direct result of participation in STWA is the preservation of the employment relation-
ship, bringing with it only limited loss in income for the employee. In the context of this
study, we call this result the jobs saved. The number of jobs saved refers to the number
of employment relations (between employer and employee) that were not terminated within
the period of STWA or 12 months after the ending of STWA, that would be terminated in
absence of STWA. The alternative would be dismissal of the employee who would then
probably suffer a drop in income, possibly buffered by unemployment benefits. Other,
mostly secondary results can refer to the participation of employees in training measures,
the distribution of STWA participation amongst different groups of employees and savings
in unemployment benefits which would otherwise have been paid.

Finally, these results are expected to have a positive impact on the participating employ-
ees, companies and the economy as a whole. Overall, STWA are supposed to lessen the im-
pact of a crisis on all actors involved and enable them to respond more quickly to a recov-
ery. Through protecting employment, STWA enable employees and companies to save the
costs associated with loss of employment and re-recruitment, basically preserving the eco-
nomic structure and preventing social unrest. Where training is concerned, STWA can con-
tribute to improving the situation on the labour market by increasing the employability and
therefore flexibility of employees. Staying in a job on itself also contributes to the employ-
ability of employees, as they can more easily apply for other jobs from within an employ-
ment relationship than from unemployment. Importantly however, the use of STWA is sup-
posed to lessen the impact of external shocks, but not prevent necessary long-term ad-
justment processes.

This points us to a number of risks associated with STWA. These risks mainly relate to the
efficiency and effectiveness of the subsidies provided. Firstly, it is possible that subsidies
are paid out to employees whose jobs would be maintained also without recourse to the
government support, so that the subsidies are actually unnecessary. This is referred to as
the risk of deadweight loss. The deadweight loss is the financial amount of vain subsidies
that were based on STWA and that were paid for jobs that would be retained even in the
absence of STWA. Companies might prefer to bear the costs of unproductive workers where
employment protection is very high, or where other instruments are available that allow for
some internal flexibility within a company and which might be less expensive for the public
purse. When companies use STWA instead of less expensive alternative measures, dead-
weight loss also occurs.

Another situation that may occur is that subsidies are paid out under STWA, but that the
employment relationship is terminated nonetheless, after use of the subsidy. In this case,
the subsidy was also paid out in vain, because the result of employment protection was not
achieved. These cases are defined as displacement effects. The displacement effects also
point to a broader risk, namely the risk that STWA may support essentially unprofitable en-
terprises and thereby prevent necessary restructuring of companies and the economy as a
whole. In these cases, the economic shock is not purely external and temporary in nature,
but rather permanent and also caused by internal problems (within company or economic




sector). This report will show how different systems aim to prevent these risks and apply
STW only to situations in which its use is both necessary and effective.

When looking at the policy rationale behind STWA, it becomes clear that the measures work
at different levels and involve different target groups. Since short-time work is an instru-
ment which rests on the mutual understanding and benefit of all actors involved, it is impor-
tant to understand the position of the different stakeholders in the overall system. In the
section below we therefore explore what the considerations of these stakeholders may be.

2.3 The role of STWA for different stakeholders

One of the key characteristics of STWA is that they always include some kind of balance of
investment and benefit. This is to say that all actors involved, i.e. employers, employees
and public authority have to suffer some kind of loss, but that they also all benefit from the
effects. This makes STWA an instrument based on public consensus and shared interest,
since it only works if all actors are convinced of its use. As a consequence, different mecha-
nisms work at different levels and for different target groups which makes it interesting to
separate these different levels and look at each group separately. In the paragraphs to
come we will discuss the advantages and disadvantages of STWA for employers, employees
and governments which are provided by the literature on the topic.

2.3.1 Employers

Employers are maybe the most important actors in the policy cycle of STWA. They are the
main target group as they have to decide to make use of STW. If employers do not see a
use in the instrument, it will not be used. Furthermore, they are also the ones who imple-
ment it at company level. So what is their motivation in making use of short-time work?

According to the literature, employers have several reasons to make use of STWA. First of
all, employers use STWA to temporarily set aside idle personnel. As enterprises experience
fluctuations in demand for their products/services, their demand for labour changes over
time. In times of crisis, when the demand for their products significantly decreases they
may be forced to lay off a part of their personnel if they do not want to keep up the over-
production which is not covered by demand. By using STWA, employers can adjust their
production according to demand and keep their staff on board. This implies both financial
benefits for the employer as well as the opportunity to keep the work force in the company.

Thus firms participating in STWA enjoy reduction in labour costs in the short term, and pro-
ductivity improvements in the medium term. This comes through the reorganization of their
production or service delivery processes which they can realize during the period of partici-
pating in STWA. Furthermore, in highly regulated labour markets the dismissal procedures
may be long and costly (Arpaia, 2010). Keeping staff on instead of carrying out dismissals
is therefore an attractive option for employers. In STWA which are related to training the
employers may also enjoy effects of increased training investments. Furthermore, partici-
pation in STWA may enhance employees’ morale since it is an alternative to layoffs.




At the same time, keeping employees on instead of dismissing them lowers the turnover
costs that would have to be realized in case of lay-offs (Messenger, 2009) as the cost for
recruiting and training of new workers during recovery is saved. Furthermore, the invest-
ments in human capital done by the firm are lost when the employee is dismissed. Besides,
losing trained personnel as a consequence of dismissals may constrain a firm’s capacity to
quickly adjust the labour inputs in case that the demand for its products increases again.
When the orders come in again, a firm on STW can adapt its production capacity according
to the demand of the market.

This whole cycle of STWA implementation at company level with the different options for
employers is represented in the box below.

Figure 2.1 Implementation of STWA at company level
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However, the usage of STWA can also bring disadvantages for employers. If an enterprise
wants to take part in STWA, it may have to perform substantial adjustments in human re-
source management practices. Moreover, it has to bear additional administrative costs in
the short term due to changes in scheduling and work organization (Messenger, 2009). In
general, most STW schemes do not provide full compensation for employers, as some costs
normally remain for the company, for example social security contributions or holiday pay.
In fact, short-time work is often seen as a rather expensive measure for companies which
was confirmed by the majority of respondents in this study.
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Source: Panteia 2012

Furthermore, employers might be concerned about the impact that the use of STW could
have on the reputation of the company, both internally and externally. Within the company,
use of STWA can lead to conflict or low work morale, especially where employees have the
feeling that the burden is not distributed evenly among the staff or where employees do
not believe in a recovery. Externally, it can happen that clients, customers and partners as-
sume that the company is in economic difficulties and that they try to exploit this fact by
putting pressure on prices, or alternatively that they lose trust in the company and look for
different partners. Employers will do their best to prevent these kinds of undesired effects
of short-time work.




2.3.2 Employees

The employees on the other hand are the group directly affected by STWA. According to the
literature, they enjoy multiple advantages of STWA such as enhanced job security, at least
temporarily, due to the preservation of existing jobs. In most cases, participants in STWA
received higher levels of income than they would have received if they had been laid-off.
Due to short time work, skills loss and skills depreciation which are associated with unem-
ployment were avoided (Messenger, 2009) and showing up at work (almost) every day
keeps workers in contact with the labour market.

Workers may also benefit from training activities provided in the context of short-time
work. This may improve their job prospects both within their current working environment
and outside of the company or sector they are used to working in. Finally, STWA supports
solidarity among workers as the drop in working hours is distributed more evenly among a
large group of workers. It forms an alternative to seniority-based lay-offs, which keeps cer-
tain groups in high risk of inactivity (for example women, minorities, old or young workers)
(Arpaia, 2010).

However, participating in STWA may also bring disadvantages to employees. Firstly, even
though the income level of participants is in general higher than it would be if they were
unemployed, they mostly experience substantial reductions in their earnings compared to
full employment. These reduced earnings may be partially compensated by public wage
subsidies. Depending on the system in question, these income losses may have an impact
on future entitlements to social security provisions, for example unemployment insurance,
pensions and other benefits. Furthermore, participating in STWA may lead to a decline in
worker morale especially if wage reductions are substantial and no wage supplements are
provided (Messenger, 2009).

The perspective of the employee could be said to depend strongly on the alternative to
short-time work. If the alternative for the employee is to lose the job and become unem-
ployed, STW will look like a good option. If the alternative would however be to stay in full-
time employment, despite the problematic situation of the company, the employee will not
favour using STWA. In the long-term, this might however lead to the company facing even
greater problems which would also not be beneficial to the job security of the employee.
These kinds of issues influence the way in which an individual employee approaches short-
time work.

2.3.3 Public authorities

Finally, public authorities have to design and actively promote the use of their STWA. Their
interests are on the one hand connected to the situation of the economy as a whole and on
the other hand to their own position within the field of public management. In this context,
we can differentiate between the government of the country in question and the employ-
ment agency which is often involved in the management and financing of STWA. Their in-
terests and motivation may overlap, but may also differ in cases.




Governments may be in favour of STWA because they help preserve a country’s crucial in-
dustries and thus help safeguard its economic future. Most importantly, STWA avoid mass
dismissals in dimes of crisis. Due to this fact they alleviate pressure on unemployment
benefit schemes and social tension in general. It depends on the country in question, but
the protection of employment is usually a factor which is also of high electoral importance,
so governments will support efforts which prevent unemployment. STWA also ensure that
the system of work organisation remains stable and avoid costs and loss in productivity as-
sociated with the re-organisation of work. Finally, in some schemes workers may take part
in training when participating in STWA which should have a positive impact on the employ-
ability and the general educational level of the work force.

Employment agencies will share these motivations, though they might also look more
closely at the financial side of the bargain. Depending on the country in question, employ-
ment agencies can be responsible for the funds of the unemployment insurance out of
STWA may be financed. In such a case, they will only be in favour of short-time work
where these funds are available and where they can indeed support the view that the use
of STWA will prevent mass unemployment and will therefore also save the costs of paying
out unemployment benefit. Furthermore, employment agencies play a crucial role in the
implementation of the arrangements. They can therefore be interested in using the instru-
ment as it gives them a crucial position in the public policy process, but they will also have
to be prepared for administration and have enough resources to manage the process.

As has already been mentioned, there are also a humber of risks associated with STWA
which are of special relevance for public authorities. As with other public insurance policies,
STWA are subject to "moral hazard" problems (for example taking part in the scheme be-
cause it is advantageous although it is not necessary) which eventually lead to policy fail-
ures (Arpaia et al, 2010). Secondly, STWA are a cyclical instrument and their effectiveness
depends strongly on the expectation of rapid recovery. If such expectations are wrong and
the crisis lasts much longer, companies will still carry out lay-offs, in spite of the applica-
tion of STWA. These moral hazard problems thus refer to the displacement effects and the
deadweight losses which were explained in the previous section.

Making the situation still more complicated for policy makers, STWA may also delay the
necessary structural adjustments in the economy or help to maintain ultimately unviable
businesses and sectors. Therefore they may only postpone the necessary emergence of
mass dismissals at a later stage. In such a case, STWA cannot be seen as effective and ef-
ficient labour market policy instruments. Furthermore, STWA seem to undermine competi-
tion as the subsidies are provided only to some firms and they are vulnerable to fraudulent
practices (for example work is undertaken informally and workers in practice do not reduce
the working hours). In this context the question of cross-border effects also arises, as
countries differ in the approach the take to STW, with some countries being more generous
than others. It can be argued that this has an impact on the fair competition between com-
panies in different countries, which might be reason for concern at European level. Fur-
thermore, STWA also externalise the private sector’s costs of adjustment to the tax payer
and can thus significantly contribute to increasing budgetary deficits. Finally, STWA are
only effective for those people already at work as they do not address the needs of unem-
ployed people.




These risks associated with STWA are of course taken into account by public authorities
when designing and implementing measures, including the European Commission that was
monitoring the situation according to respondents. In the discussion of the actual use of
STWA by European countries during the recent crisis, we will therefore repeatedly come
back to the way in which governments and other public actors try to prevent possible nega-
tive effects while trying to achieve their positive objectives.

2.3.4 The unemployed

One group of people that is not included in the policy considerations of short-time working
arrangements is the group of the unemployed. As short-time work is purely focused on
people in work, the unemployed cannot reap the benefits of the measures. In fact, it could
even be argued that the measures are not in the interest of the unemployed, since they in-
tervene with the natural flow on the labour market. Thus, dismissals followed by new re-
cruitment may open up opportunities for people who are unemployed before the crisis. At
the same time, the unemployed also have a strong interest in economic recovery and the
creation of new jobs, so that a deeper recession with more dismissals would certainly not
be in their interest either. From a very narrow perspective STWA do not benefit the unem-
ployed; through their overall impact, the measures can however contribute to the general
economic situation and therefore be beneficial to this group as well.




Part B: Overview of STWA in 12 countries







3 Context and design of STWA during the most
recent crisis

This chapter brings together the information about the context in the different countries
were STWA was applied, and the evolution and the design of the STWA. It focuses on the
first stages of the policy cycle.

Objectives Implementation

The information in this chapter is based on the EU-wide literature research and country
quick scans. In the first part of the chapter we will describe the contextual factors. Follow-
ing that, we will focus on the characteristics of STWA such as eligibility requirements, con-
ditionality requirement and the degree of generosity.

3.1 Context: the 2008-09 economic crisis

Firstly, we will describe the consequences of the 2008-09 crisis and how this crisis relates
to previous crisis periods. Preceding the recent crisis, Europe was experiencing sound eco-
nomic growth and very strong employment expansion. Generally speaking, the main con-
cern seemed to be the demographic developments which suggest a declining supply of la-
bour in Europe while at the same time labour market demand was growing. The past years
however, things were turned upside down. In 2008, global financial markets experienced
their worst crisis since the 1930s. It is beyond the scope of this study to discuss the causes
of the crisis, but its impact became more and more visible. Investment, production and
consumption all declined through diminishing investor and consumer confidence as credit
markets froze and millions of people lost their jobs.

In this section we will concentrate on the consequences of the crisis for labour markets.
Nevertheless, for understanding the labour market development we will first describe the
development of the GDP in the EU27 and sample countries. This can give us insight into
how severely individual European countries were hit by the crisis. Later on, we will describe
how this relates to the development of unemployment generally and more specifically in
different sectors and how the crisis affected certain vulnerable groups.

As shown in figure 4.1, Europe and EU Member States were experiencing a period of eco-
nomic growth between 2004 and 2007. The most intense growth of GDP can be seen in new
member states such as Latvia, Slovakia, the Czech Republic and Slovenia. On the other
hand, Italy and France experienced modest growth not exceeding 3% per year. Since mid-
2008 the economy of the EU experienced a severe economic downturn. While in 2007 the
annual EU27 GDP growth rate was 3%, in 2008 the rate sank to 0,5%. In 2009, the EU27
economy shrank by 4,2%. The most serious slump was witnessed in Latvia as its GDP




shrank by almost 18% in 2009. Significantly higher decrease of GDP compared to EU27 can
be seen also in Finland and Slovenia (roughly 8%). In contrast, French and Belgian GDP
decreased by less than 3% in 2008 which is better than the EU27 average.

Figure 3.1 Real GDP growth rates for EU27 and 12 countries from the country sample
(annually, in %)
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The key question in this context for this study is the extent to which the drop in GDP influ-
enced the labour market. Figures show that in the EU27 and majority of observed countries
the unemployment level in early 2008 was lower than in early 2000 (see figure 3.2). In
Austria and the Netherlands the difference between 2008 and 2000 was marginal since the
unemployment rate in these countries was already relatively low in 2000. In contrast, in
Latvia and Slovakia the unemployment rate halved over the discussed period. Furthermore,
due to economic growth between 2005 and mid-2008 the unemployment rate was at a his-
torically low level in most of the observed countries.

The unfavourable economic development from 2008 onwards had far-reaching conse-
quences for the EU labour market. The positive course of 2005 to 2008 was reversed after
the beginning of the economic crisis in 2008 as the EU27 unemployment rate rose from
6,9% in mid 2008 to 9,7% in mid-2010. The growth of the unemployment rate varied
strongly among European countries. In countries like Germany, Austria or the Netherlands,
the growth of the unemployment was relatively modest. On the other hand the unemploy-
ment rate severely increased in Latvia, Spain and Slovakia. Spain is currently facing the
highest (and increasing) unemployment rate of all observed countries.




Figure 3.2 Seasonally adjusted unemployment rate in EU27 and countries from the
countries sample (quarterly average, in %)
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The OECD (2010) compared the impact of the current recession and the recessions in the
early 1970’s, late 1970’s and early 1990’s on the OECD countries’ labour markets. They
found out that the unemployment rate between late 2007 and early 2010 rose by more
than half. The unemployment curve observed during the first nine months of the crisis was
very similar to the development of unemployment rates during the recession following the
first oil shock in the early 1970’s. Nevertheless, comparing the current crisis with the over-
all post-war recessions, one can conclude that the proportional increase in unemployment
rates was smaller and less rapid on average. Additionally, based on May 2010 data the
OECD projected that the recovery after the current crisis is likely to be insufficiently rigor-
ous to reabsorb current high unemployment levels.

Figures show that the increase in unemployment is not evenly distributed among different
groups on the labour market. Some groups turn out to be more disadvantaged by the re-
cession than others. Similarly to past recessions employees with lower education seem to
be hardest hit by the recession at EU27 level. The employment of people with primary or
lower secondary education decreased between early 2008 and late 2009 by more than 6
percent, compared to 1 percent of those with an upper and post-secondary education and 5
percent of those with a tertiary education. Exploring the situation in some countries in
more detail we can see that Latvia experienced the most serious decrease in the employ-
ment of primary or lower secondary educated. Their employment decreased by one fifth
while in the case of people with tertiary education it was roughly 5%. The unemployment
rate of people with low education in Spain increased 13.7% between mid 2008 and mid




2010. On the other hand in Germany and Slovakia the unemployment of low educated de-
creased by 0.3% and 0.1% respectively. Italy and Finland form the only exceptions in our
country sample where the employment of upper and post-secondary educated showed a
better trend than the employment of tertiary educated.

According to Bell and Blanchflower (2010) the youth unemployment in the EU has been
roughly 21% in January 2010 compared with EU overall unemployment of 9.9%. In Spain
almost 40% of people aged less than 25 were unemployed in early 2010 compared with
33% one year earlier. Furthermore, the authors imply that in some countries young people
seek to prolong their stay in education as a way of postponing labour market entry. OECD
(2009) suggests that the disadvantaged groups in the labour market - low-skilled, youth,
immigrants, ethnic minorities, persons with health problems and workers with temporary
contracts — bore the most of the brunt of rising unemployment and reduced working hours.
There are at least two reasons for this. Firstly, these groups are more vulnerable to being
laid-off. Secondly, there seems to be a higher competition on the labour market during the
crisis as there are a limited number of job vacancies and a high number of applicants.
Therefore, disadvantaged groups are less likely to be hired for a job when competing for a
limited number of job vacancies.

When comparing the 2008-09 crisis with earlier recessions we can find similar groups on
the labour market being hit by the crisis. The only exception is the case of sex. From OECD
(2009) calculations based on data from 1960 to 2007 it follows that men and women have
very similar business-cycle sensitivity of total employment. However, during the 2008-09
crisis the employment rate of men decreased more dramatically than the employment rate
of women. From our country sample, it was only in Latvia that the unemployment rate of
males was higher than the unemployment levels of females in early 2008. Between 2009
and early 2010, in all sample countries the unemployment rates of men increased more
dramatically than the unemployment rates of women. In early 2010 in five from 12 sample
countries unemployment rates of women were lower that those of men. Males seem to be
significantly harder hit by the 2008-09 crisis than females. Similarly, the employment rates
for males declined more than the employment rates of women. The most significant growth
in the unemployment rate of women between the second quarter of 2008 and the second
quarter of 2010 took place in Latvia (9.8%) and Spain (8.1%). In contrast, in Germany the
unemployment rate of women in the same period decreased by 1.1%.The growth of the un-
employment rate of men was more significant. Again, from the 12 countries in our country
sample Latvia suffered from the highest increase (16.3%), followed by Spain (10.3%). The
lowest growth of the male unemployment rate is to be observed in Germany (0.2%).

The explanation for this can be that the sectors which employ men were hit harder than the
sectors where most of employees are women. The 2008-09 crisis was for example associ-
ated with a dramatic fall in world trade which had a negative effect on medium-skilled pro-
duction workers in durables manufacturing. In these positions males tend to be more rep-
resented than females. Construction, mining and quarrying were other sectors hardly hit by
the crisis. Similarly to manufacturing, these are sectors predominately employing males.
From the OECD (2010) analysis it follows that these sectors have been historically sensitive
to cyclical changes. The relative impact of 2008-09 recession on employment in mining and
manufacturing was however stronger than one would expect based on historical experience.




The change in employment in construction, banking and real-estates sectors followed the
historical patterns.

3.2 Instruments to cope with the unemployment levels

National governments used a variety of labour market policy instruments to cope with the

rising unemployment levels. Across Europe, the involvement of social partners in the devel-

opment and implementation of recession measures differed with regard to the level and ex-

tent of their integration in policy design. This is attributed to the differences in the tradition

of social dialogue and in the strength of the particular government (for example how strong

the support for the government is in parliament) in the present situations. The literature

shows that the main points of discussion among employer and employee representatives

and the government during the crisis include:

= the lack of the social dimension in the stimulus packages as tax cuts, wage increase
and extra welfare spending was desired (for example in France);

m  the use of flexible workings hours, including short-time work and temporary lay-offs
and the associated pay cuts (for example in Germany);

= the way in which the minimum wage is determined and the level of the minimum wage
(for example in Bulgaria and Estonia);

= public spending on social benefits and public subsidies.

Furthermore, in some of the member states, special advisory bodies were established to
develop and/or amend public instruments to address the current recession. The resulting
employment measures that were applied across the EU are listed in figure 3.3. STWA were

applied in the context of these measures.

Figure 3.3 Employment-related recession measures
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As the figure shows, many countries applied re-employment and training measures. Job
search assistance and activation measures were essential for effective activation in the
context of increasing unemployment and a decreasing number of job vacancies. In most
countries, the number of jobseekers registered with Public Employment Services increased
quickly in the years 2008 and 2009. Some countries allocated special resources to provide
job search support to particular groups (e.g. youth, immigrants, people with short-term
contracts, people not receiving benefits). France, Italy and Poland expanded the role of pri-
vate unemployment agencies to provide additional capacity. In some countries, job seekers
were required to take more responsibility. Furthermore, resources devoted to business
start-up incentives, training and work experience were increased in most EU countries.
Many measures were focused on disadvantaged groups of job seekers but in some countries
provided training also to existing workers at risk of job loss (European Commission, 2010).

Even in times of recession some vacancies in the labour market are not filled due to a mis-
match between supply and demand in geographic terms. Therefore mobility grants, i.e. in-
centives for workers to relocate or change their place of residence may contribute to im-
proving the labour market situation (Mandl and Salvatore, 2009). Some governments fur-
ther supported the creation of self-employment (the start-up of businesses). As measures
supporting the self-employment we can qualify advice, consultancy, training, funding for
business start-ups and reducing or deferring social security payments (Mandl and
Salvatore, 2009). Business start-up incentives were scaled up in Bulgaria and Poland and
brought forward in time in the United Kingdom (European Commission, 2010).

In response to the economic crisis, European countries adapted their schemes of income
support for the unemployed and low-income earners. In most countries, spending on
unemployment benefits and social assistance increased during the economic downturn as a
response to the increase in unemployment and in the number of low-income households. In
the Czech Republic, Estonia, Hungary, Poland, Slovenia and the United Kingdom the benefit
coverage of the unemployed increased during the crisis. In contrast, in Latvia this coverage
decreased (European Commission, 2010).

In different countries a variety of measures to stimulate labour demand was applied.
Hiring subsidies and wage subsidies were introduced or scaled up in a number of countries
(e.g. Austria, Cyprus, Estonia, Finland, France, Malta, Portugal, Sweden, and United King-
dom). Some of these measures were targeted only at certain groups (youth or old workers,
disabled workers). Latvia expanded public-sector job creation for unskilled municipality
jobs. Ireland introduced job subsidies to save jobs which were under specific threat of be-
ing terminated. A number of countries reduced social security contributions to support vul-
nerable groups (low skilled, young and old workers) to stay in the labour market (Finland,
France, Hungary, Ireland, Portugal, Slovenia). Some of these measures were targeted
solely at newly hired employees, particular groups or periphery regions (European Commis-
sion, 2010).

To support companies, many countries introduced or amended existing direct and indirect
enterprise support such as public loans (e.g. Latvia and Lithuania), loan guarantees (e.g.
Estonia, Poland and Slovakia), direct subsidies to enterprises and/or risk-capital schemes
(e.g. Austria and Italy). This approach is particularly feasible during a recession marked by
a financial crisis which leads to the inability to foster efficient capital reallocation and cur-




tailed credits. As for indirect enterprise support, nhumerous governments invested in the
public infrastructure or created incentives for consumers (e.g. car scrappage schemes in
Austria, France, Germany, Italy, Luxembourg, Portugal and Slovakia) (Mandl and Salvatore,
2009). Finally, with rising cyclical unemployment, maintaining internal flexibility was an es-
sential way to preserve jobs. Therefore, the majority of EU countries applied some
kind of Short-time work arrangements (STWA) since mid-2008 (European Commis-
sion, 2010).

3.3 Key features of STWA and description of the instrument

While a lot of countries had recourse to some kind of STWA, the design and set-up of these
instruments could differ significantly. In the following, we describe some of the key fea-
tures of the STWA, thereby showing how broad the concept of STWA was interpreted in the
different countries.

3.3.1 Main features of STWA

Though STWA differed considerably between the different countries, the literature shows
that there are several main features that are common to most of the STWA.

Messenger (2009) identifies five key elements of STWA. Firstly, STWA are associated with
the reduction of working hours for (all) workers in a company or a specific work unit and
it forms an alternative to layoffs. Secondly, this reduction in working hours is accompanied
by a corresponding (pro-rata) reduction in wages/salaries. Thirdly, provision of wage
supplements (usually public subsidies) is administered to affected workers. Fourthly, spe-
cific time limits on the period of STWA are usually established in order to ensure that
STWA is a temporary measure. Finally, links between work sharing programmes and train-
ing / retraining activities may be created.

However, not all of these elements have to be necessarily present in every STWA. As the

design and application of STWA differ significantly between countries, these differences are

often reflected in the provisions relating to the eligibility criteria. According to the European

Employment Observatory (2010) the main distinguishing features of individual STWA in-

clude:

= Scope of the application (only certain categories of employees or all employees eligible
for STWA);

= Nature of the financial assistance from the taxpayer (wage support, social security pay-
ment support or both elements combined);

= Size of the company supported (small and medium enterprises, large companies or all
companies);

m Generosity (duration and extent of the financial support from the taxpayer);

= Extent of the conditionality attached to the financial support from the taxpayer (e.g. re-
quirements not to have any dismissals or to provide training to employees on STWA);

= Relation between STWA and training (training compulsory within STWA scheme, incen-
tives for training, etc.)




These distinguishing elements are embedded in the national socio-political context and di-
rectly influence the scale of participation in STWA. The economic crisis of 2008-09 also had
an effect on the design of the individual STWA schemes, as in most countries, several
changes in the measures were carried out as a response to the economic downturn. Firstly,
policy makers enabled longer duration and higher incentives for short-time work. The cov-
erage of STWA was extended and less stringent conditions for participating companies were
applied. In some countries, training subsidies were provided if employees on short time
work took part in training. Finally, simplified procedures and more flexible working-time ar-
rangements were enabled.

In the following paragraphs several key elements of STWA (generosity, eligibility require-
ments and conditional requirements), including the changes that have taken place, will be
described in more detail. We will also provide a general description of variation in these
elements and if possible we will give specific examples hereof. The information is based on
the available literature and on the country quickscans that have been carried out in the in-
terim phase of this study.

3.3.2 Eligibility Requirements

Eligibility is defined as a set of conditions that the employer (or employee) must meet in
order to participate in the arrangement. Eligibility criteria are supposed to reduce the
deadweight loss and displacement effects (OECD, 2010). As defined in the previous part of
this report, the deadweight loss appears when subsidies based on STWA are paid for jobs
that would be retained even in the absence of the subsidy, making STWA a pure financial
transfer which does not limit total job losses. A connected problem are the displacement
effects which occur when STWA preserve jobs that are not viable without the subsidy,
even after the economic condition recovers. Maintaining these jobs locks workers into low-
productivity job matches and represent a barrier to job creation and efficiency-enhancing
labour mobility (Hijzen, A. and D. Venn, 2011). It is thought that the deadweight loss can
be minimized by limiting access to STWA for companies that would not lay off employees
even without STWA subsidies. On the other hand, by excluding the companies which would
lay off employees even when obtaining STWA limits the extent of the displacement effects.
Therefore the cost-effectiveness of STWA should increase if the appropriate eligibility crite-
ria are applied. However, eligibility criteria may also be related to substantial administra-
tive costs, which deter some firms from participating in STWA. Countries apply various eli-
gibility criteria that can be categorised into two groups, depending on whether they apply
to employers or employees (OECD, 2010).

Eligibility criteria for employers

In the majority of countries, the economic situation of the employers applying for STWA is
tested and they are asked to provide a proof of economic need. This is intended to limit
the deadweight loss which would be created by subsidizing companies which are not in eco-
nomic need and would not lay off employees without STWA.

The criteria determining the eligibility for STWA are usually based on a minimum decline in
production or sales or a similar indicator. Belgium added a condition that the bad economic
situation must not be a result of mismanagement. As mentioned, these criteria are in gen-




eral meant to avoid deadweight loss. Slovenia used eligibility criteria also to limit the dis-
placement effects as it applied a maximum limit to the drop in demand of products (not ex-
plicitly mentioned in the law) and to the loss of the capital value as a criterion for STWA.
Companies whose indicators exceeded a given threshold were not supposed to be healthy
enough to apply for STWA. Other countries (the Netherlands or Latvia) did not test the
economic need of applying companies.

In addition, employers may be required to make an (explicit) agreement with social
partners about the participation in STWA (such as in Austria, Czech Republic, France, Ger-
many, Italy, the Netherlands, Slovakia, Slovenia or Spain). In Belgium, collective (or indi-
vidual) agreements may be required for participation in certain schemes. In the scheme for
white collar workers the collective agreement can be substituted by a business plan ap-
proved by an ad hoc committee. In Spain, workers’ representatives can even be initiators
of the process and submit the application for STWA.

Additional criteria for employers occur such as type of the company (usually only private
companies are eligible for STWA), its size (limits on size apply for example in the Italian
CIGS scheme) or sector (for example Slovakia excluded companies active in fisheries,
aquaculture, agricultural production, processing and sales and coal sector).

Eligibility criteria for employees

In order to be eligible for STW, employees may be required to meet the eligibility criteria
for regular unemployment benefit. This is the case in Germany, Finland or the Nether-
lands. In Spain, employees are required to be affiliated with the social security system or
an equivalent scheme which insures against unemployment and have to have paid social
contributions for at least 360 days during the last six years preceding STWA. STW is thus
seen as a specific kind of unemployment, though obviously different mechanisms apply.

Employees that have certain types of contracts (part-time, temporary, irregular workers,
etc.) may be limited in access to STWA. During the economic crisis, these criteria were of-
ten relaxed. In Germany, temporary agency workers and workers on fixed-term contracts
are usually excluded from STWA but during the crisis they were eligible after all. Part-time
workers may not be eligible for STWA in Finland in the case that they are not insured mem-
bers of the unemployment fund. Temporary agency workers are often allowed into the
scheme if they satisfy additional criteria. For example, in Austria they may take part in
STWA if the company where they work applies STWA and they cannot be redeployed else-
where. In Belgium, part-time workers have been eligible for STWA since 2009 under a spe-
cial crisis measure. In France, STWA does not apply to seasonal workers who are seasonally
unemployed. These criteria highly affect certain target groups that are often working part-
time, on temporary contracts and in seasonal labour, such migrants and women.

Entitlement for STWA may also be limited only to certain professions. In Belgium, white
collar workers were not allowed to participate in STWA until a special crisis measure came
into force in 2009. In Germany, employees specifically responsible for acquiring new orders
must not be subject to STWA. In Slovenia, the management is not eligible for one of the
STWA schemes. Apprentices, CEOs and board members are excluded from STWA in Austria.
Similarly, managers or officers, childminders, house staff employed by private individuals
and sales staff with variable wage based on the number of products sold cannot take part




in the French STWA. The Italian CIGO does not cover senior executives, home workers or
apprentices.

3.3.3 Conditional Requirements

According to the OECD (2010), conditional requirements set conditions about the behaviour
of the employers and employees participating in STWA. First of all, employers participating
in STWA may be forbidden to dismiss workers. The length and the strictness of the dis-
missal protection vary in different countries and over time. In Austria, France (APLD
scheme) and the Netherlands the dismissal protection applies to the participants in STWA
during and after taking part in the scheme. In Austria, the duration of the dismissal protec-
tion depends on the length of participation in STWA and can be between 2 and 4 months.
Only workers participating in STW are protected against dismissal. Before the adaptations
to the STWA were enacted in 2009, the dismissal protection referred to the whole staff of
the company and the duration equalled the duration of the participation in STWA. In the
Netherlands, employers are forbidden to dismiss employees in 6 months following the par-
ticipation in STWA. In Germany and France (chémage partiel), the dismissal protection cov-
ers participants in STWA only during participation in the scheme. In Slovenia, the dismissal
protection is selective and no redundancies are allowed because of business reasons. Bel-
gium, Czech and Italian STWA schemes do not have dismissal protection but in Belgium,
the notice period can start only after the end of participating in STWA.

The dismissal protection has been criticized by many employers. Since the situation of the
company entering STWA is often turbulent and dependent on the economic development,
the employer has limited influence on the future economic situation of the company. There-
fore he or she has lack of control over whether or not they will be able to preserve jobs. It
appears that the dismissal protection was a reason for some companies to undertake other
measures than STWA. There was no dismissal protection in Slovakia. According to experts’
opinion this did not lead to mass dismissals after participating in STWA.

Furthermore, employees taking part in STWA may be required to look for a job (e.g. Den-
mark, Finland, Germany and Spain). This is especially the case in countries where the sub-
sidy to employees is administered through the unemployment benefits system. In Germany
and Finland, the employee has to accept a job provided by the Employment Agency. Fur-
thermore, German employers taking part in STW can unilaterally decrease the number of
hours of short time work. In contrast, in Spain employers need the agreement of employ-
ees if they want to shorten the extent of short time work. In the Czech Republic, Italy or
the Netherlands employees taking part in the system do not have to look for a job.

Companies may also be expected to perform adjustments in order to be able to cope with
new economic reality. Thus, employers taking part in STWA may be required to design a
restructuring plan or a recovery plan. Examples of countries where this is the case are
Belgium, Germany, Italy, Luxembourg, Poland and Spain. In Slovenia, an employer apply-
ing to the STWA scheme for temporary lay-offs has to submit a programme on maintaining
and increasing the quality of workplaces and developing human resources.




Other conditional requirements may apply. In Slovenia for example paying out bonuses and
hiring new staff for particular jobs (temporary lay-off scheme) is forbidden during the par-
ticipation in STWA. Finally, participants in STWA may be required to take part in training.
This requirement will be discussed in the section focusing on training in this chapter.

3.3.4 Generosity and costs

According to Hijzen and Venn (2011) generosity encompasses the amount of subsidy to
employers and employees and the maximum length of participation. STWA differ considera-
bly across countries in terms of generosity. Even though requiring firms to share the cost of
STW appears to be an effective way of reducing deadweight loss, in some EU countries
firms do not bear any part of the cost of STWA. Boeri and Bruecker (2011) further indicate
that generosity of STWA has important implications for the social partners’ attitude towards
agreements about STWA in countries where this is required. Generally speaking, when
combining the income from hours worked and STWA allowances, workers taking part in
STWA receive higher incomes than they would do in the case of full unemployment.

In France, Germany, Hungary, the Netherlands, Poland, Portugal and the Slovakia firms
participate in the costs of STWA by paying a part of working costs for the hours not
worked. In other countries, firms may not have to bear the costs of STWA at all. In Ger-
many firms are also obliged to pay all or part of the social security contributions for the
hours not worked. This discourages abuse of STWA and decreases the deadweight loss be-
cause even if the employee is on STWA the employer has to bear part of the costs. The
payment of social security costs can in certain countries be (partially) reimbursed if the
employees participate in training during the period of STWA (Germany, Spain). This meas-
ure is intended to motivate employers to provide training activities to their employees.
German employers have to continue to pay labour-on-costs such as holiday pay, payment
for public holidays and sick pay. Furthermore, they pay contributions for pension and
health insurance on 80% of foregone earning of workers on STWA. The costs incurred by
companies amount to 24% and 35% of the usual labour costs. This is seen as a crucial in-
centive for companies not to use STW where this is not necessary or viable. In order to de-
crease the financial burden for the employers, Austria reimbursed the social security costs
from the seventh month of STWA onwards. Because a design of the scheme that was too
attractive could tempt employers into abusing the scheme, Austrian employers, too, were
asked to pay part of the working costs such as Christmas remuneration and other bonus
payments, based on the normal full-time wage. Furthermore, the STW support paid to em-
ployees is often higher than the public subsidy, often as a consequence of social partner
agreements. These costs seem to play an important role in the employer’s decision of
whether to take part in the scheme or not.

The manner in which the height of STWA subsidy is determined varied among countries.
Several countries set the height of the compensation for employees as a percentage of the
preceding salary (80% in Italy, up to 75% in Belgium and the Netherlands, up to 70% in
Spain, up to 67% in Germany or 60% in the Czech Republic). In France, the employer re-
ceives a so called specific allowance per hour of STW (the height depends on the size of the
company) and in case of very strong economic downturn also a ‘conventional allowance’. In
Latvia, the employee participating in STWA received a monthly scholarship. Participants in




Finland received a fixed basic allowance and insured members of the unemployment fund
also an earning-related daily allowance.

The maximum duration of participation in STWA ensures that STWA will nhot become an
obstacle to job reallocation, as employees cannot be stalled indefinitely in short-time work.
When comparing the maximum durations in EU countries, we see that countries with newly
introduced STWA during the 2008-09 crisis allow on average shorter durations of STWA
than countries where the STWA already existed (Hijzen and Venn, 2011). A number of
studied countries set the maximum duration of STWA as a number of months or days (up to
24 months in Austria and Germany, up to 18 months in Spain, 6 months in the Czech Re-
public and Latvia, 60 days in Slovakia). In France, the maximum duration of STWA was set
to 800 hours per year (1000 hours in specific industries). In Belgium the maximum dura-
tion of STWA depended on the extent of the scheme, i.e. what proportion of the working
time is devoted to STWA. The proportion of employees who participated in STWA within a
particular company influenced the maximum length of STWA in the Netherlands. In Belgium
and Slovenia several schemes with various maximum durations were available. Italy had
also several short time working measures which could be used by the employer. However,
the maximum duration of both combined was 36 month within a period of five years. Some
countries expanded the maximum length of STWA during the crisis (Austria, Germany or
France). According to experts’ opinions, the maximum duration of 60 days per year in Slo-
vakia was legitimate as the operational difficulties by the majority of the employers did not
exceed this period.

The minimum and maximum hours reduction differed between countries and sometimes
even between measures in particular countries. Reason for introducing minimum hours re-
duction is often an effort to limit the number of applications for STWA with a low number of
non-working hours. Motivation for maximum hour reduction may be the distribution of the
hours not worked between a larger group of employees. Hour reductions between zero and
a hundred per cent were possible in Belgium (depending on scheme), Czech Republic,
France and Italy (depending on scheme). Finland, Germany, Slovakia, Slovenia and Latvia
put limits on the minimum hours reduction but enabled maximum hour reduction up to
100%. Minimum hour reduction varied from 4% in Slovakia up to 50% in Latvia. Austria,
Finland, the Netherlands and Spain restricted both minimum and maximum hour reduc-
tions. Most strictly limited hours reductions were found in the Netherlands (between 20 and
50%). Employers seem to prefer schemes that offer more flexibility in terms of hours re-
duction. This gives them space to adjust the working hours reduction to current circum-
stances. It is also appreciated if the working hours reduction can be adjusted during the
participation in STWA as it is difficult for the employer to foresee the development of orders
at the moment that she applies for STWA.

3.3.5 Financing and payment of STWA and its relation to the Labour
market policies

STWA is financed in different ways. In a nhumber of countries such as Austria, Belgium,
Finland, the Netherlands or Spain, STWA are financed via the unemployment benefits sys-
tem. The Italian CIG system is funded by the contributions of the state and employers,
while the CIGS is financed by the contributions of the state, employers and employees. Slo-




vakian and Slovenian STWA were financed from the state budget whereas Czech and Lat-
vian STWA were financed from the state budget and from the European Social Fund. The
French STWA was financed by the state and by Unédic (institution paying unemployment
benefits in France).

The benefits are not always paid directly to the employee. They may be paid through the
employer (Austria, Czech Republic, Germany or Slovakia). In France, the employer receives
from the state a contribution per hour of STWA. In the Slovenian scheme of partial subsi-
dizing of full-time jobs, the employer is not obliged to pass on the state contribution to the
employee. In Latvia, employees participating in STWA receive a scholarship during the
compulsory training.

If the participation in STWA has a negative effect on the length or the amount of the
unemployment benefit or other contributions, employees’ willingness to participate in the
scheme may decrease. Participation in STWA has no consequences for the duration or
amount of unemployment benefit in a number of countries (Austria, Czech Republic, Ger-
many, Italy, Latvia or Slovenia). In the Netherlands, participation in STWA may have nega-
tive effects on the unemployment benefits if the employee is dismissed within half a year
after having participated in STWA.

3.3.6 Relation to training

Many of the STWA are related to training, requiring participant to take part in training. This
requirement may help to reduce displacement effects that arise when STWA support unvia-
ble jobs, since training arrangements have the potential to enhance either the viability of
the current jobs (via up-grade training) or worker mobility (via job search or general train-
ing). Similarly, even when not compulsory, training may be supported within STWA by fi-
nancial subsidies or incentives.

Some countries (e.g. Czech Republic, Latvia, Netherlands, Portugal, and one of the Hungar-
ian and Slovenian STWA) require that the employee takes part in training during the hours
not worked. Most of these countries subsidize (part of the) training costs. Latvia has ap-
plied a system of training vouchers. In the Netherlands, the training was compulsory for
the participants in STWA but it was not subsidized so the financial burden was carried by
the employer herself.

A number of countries did not make participation in training compulsory, but tried to pro-
mote participation by financial incentives. For example, Austrian or Flemish employees par-
ticipating in training qualified for higher STWA benefits than those without training. In Ger-
many, the cost of training and employers’ social security contributions were reimbursed if
the employee took part in training. Similarly, discount on social security contributions was
applied in Spain. In France, training during the STW period was strongly recommended.
However, combining training with STWA may have been complicated in France because
training and STWA are two separate schemes. In addition, funding for training is a complex
arrangement. Nevertheless, when applying for STWA (APLD scheme), the employer has to
have an individual interview with every employee affected by STWA in order to explore the
possible training actions.




Slovakian STWA did not have any connection to training although this had been an original
intention of the policy makers. Employers’ organisations opposed the possible relation with
training as they feared the excessive administrative burden of such a scheme.

3.3.7 Role of social partners

Employer and employee organisations, as well as work councils, may be involved in both
designing and administering STWA. Particularly in times of crisis, quick solutions are
needed to maintain the economy’s competitiveness. Strong and well-established tripartite
systems seem to be an essential success factor for the development and timely implemen-
tation of STWA (Mandl et al., 2010). The extent of involvement of social partners seems
therefore dependent on the national framework of social partnership.

Walsh et al. (1997) suggest that unions may oppose STW on the grounds that spreading
the effects of the downturn over a large group of workers would reduce the income of many
workers who would otherwise have been unaffected financially. This potentially undermines
seniority rules laid out explicitly in union contracts. In several countries, social partners
have established sectoral or company level agreements that go beyond the governmental
STWA. These arrangements may include greater income support, dismissal protection, the
coverage of employees’ social security contributions or provision and funding of training
and are beneficial to the affected employees. However, the question has been asked what
the effect of these additional costs was on the sustainability of a firm that already was in
financial difficulty (Mandl et al., 2010). These non-governmental arrangements are beyond
the scope of this study.

These issues have led in some countries to institutionalise the role of social partners both
during the design of the scheme as well as during the application at the company level. As
described in chapter on eligibility requirements, in order to be allowed to participate in
STWA employers may be required to make an (explicit) agreement with social partners.
Such agreements were required in Austria, Czech Republic, France, Germany, Italy, the
Netherlands, Slovakia, Slovenia or Spain. For participation in certain Belgian schemes, col-
lective (or individual) agreements may be required. In the Belgian scheme for white collar
workers the collective agreement can be substituted by a business plan which is approved
by an ad hoc committee. In Spain, workers’ representatives can initiate the process and
submit the application for STWA.

On national level, agreements of social partners also resulted in fundamental adaptations in
STWA. In France, social partners played a crucial role in the design and adjustment of the
scheme. Amendments to existing provisions were introduced in collective agreements and
were subsequently validated by the government and transposed into the Labour Code. In
Finland, the amended STWA originated from an agreement between The Federation of Fin-
nish Technology Industries and the employee federations. The Ministry of Finance sup-
ported this agreement and initialised the STWA amendment. Afterwards, the amendment
was forwarded to the Ministry of Social Affairs and Health to be elaborated. In Slovakia, the
involvement of social partners in the design of the scheme was limited due to the short
timeframe within which the measure was designed. Nevertheless, the employers’ represen-




tatives lobbied for excluding the training element in the scheme since it would have a nega-
tive effect on the participation in the scheme.

Involvement of the social partners in STWA was relatively strong in countries such as Aus-
tria, Belgium, Finland or France. Often, the involvement of the social partners resulted in
additional agreements about the scheme. In Austria, agreements with social partners in
some cases resulted in top-ups on the benefits for the employees. These top-ups were paid
by the employers. In Belgium, sectoral extensions of the eligibility duration could be real-
ized. Additionally, social partners often informed the companies about the changes in the
legislation and enhanced the knowledge about STWA amongst potential beneficiaries. This
was especially important in countries where STWA had no tradition and/or was not well
known.

Except for social partners there are other stakeholders such as employment offices and
authorised ministries. The function of these stakeholders is described in chapter 4.1.

3.4 Conclusions

When comparing STWA in European countries we can find a variety of individual measures

in terms of eligibility requirements, conditional requirements, generosity, relation to the la-

bour market policies and training, financing, payment and the role of stakeholders. This va-

riety can be (partially) explained by the contextual differences and different (weights of

particular) objectives. Apart from these differences we can identify some common features.

= Firstly, countries where STWA was established before the 2008-09 crisis prolonged the
available durations of short-time work for the period of crisis. Thus, available duration of
STWA in these countries was longer than in countries were STWA was newly introduced.
As a consequence, there was a large variation in the possible length of STWA starting
from 60 days (per year) in Slovakia reaching to 3 years in a 5 year period in Italy.

= Secondly, the majority of countries financially stimulated training activities (Austria, Bel-
gium, France or Germany) or made participation in training mandatory during the STWA
(Czech Republic, the Netherlands or Slovenia) .

= Thirdly, the newly established STWA seem to be less generous and more stringent in
terms of eligibility and conditionality requirements compared to STWA that had been es-
tablished before the 2008-09 crisis. Furthermore, we assume that the generosity, eligi-
bility and conditional requirements of STWA during the 2008-09 crisis maximized the ef-
fect and impact of STWA.

= Fourthly, involvement of social partners in some countries led to (additional) agreements
about STWA. These agreements often increased the generosity of the scheme for em-
ployees.

= Fifthly, it appears that within the EU countries only in old member states STWA is fi-
nanced by the unemployment benefits system. New member states finance STWA from
the state budget or from the European Social Fund.

Finally, there is no obvious geographical clustering of STWA according to the above men-
tioned criteria.







4 Implementation of STWA

This chapter summarizes the information on the way that STWA was applied - the imple-
mentation, covering aspects such as the organisations that were involved, the selection
process, number of participants, etc. and the most important lessons drawn.

Objectives Implementation

Again, the information presented in this chapter is based on the EU wide literature study
and desk research in 12 Member States,

4.1 Authorities responsible for the implementation of STWA

STWA was generally designed by the authorised ministry, e.g. the ministry of social affairs
and employment, and implemented by the Employment office/service. In the following
paragraph we will describe the situation in countries where the implementation of STWA
was more complex, i.e. that were an exception to the rule.

In Austria, STWA was administered by the Employment Service since 1960 while the Fed-
eral Ministry of Labour, Social Affairs and Consumer Protection designed the legal basis of
the scheme. Since the reform of the scheme in 2009 the Employment Service has been re-
sponsible for designing the scheme while the ministry keeps a monitoring role. In Belgium,
the National Employment Office has the responsibility for STWA schemes but the temporary
adaptation of working time for crisis reason is administered by the National Social Security
Office. In Finland, the STWA is jointly implemented by local employment agencies with un-
employment funds or the Social Insurance Institution of Finland. In France, the government
is responsible for the implementation, monitoring and evaluation of partial unemployment
allowance. The scheme has been designed partially by the Ministry for Economy, Industry
and Employment. The compensation for reduced activity of long duration, the APLD, is
managed by the government and Unédic participates in its funding. In Italy, the Wages
Guarantee Fund (administered by the National Institute of Social Insurance) makes up the
pay of the employees affected by STWA.

In the Czech Republic the Ministry of Labour and Social Affairs has set the general eligibility
criteria but the local Employment Agencies were given substantial freedom in implementing
the STWA. They could determine their own method of assessing the applications and the
composition of the selection commission in terms of represented departments and expertise
could differ between the regions. Furthermore, the regional employment agencies were free
to set the marginal values of certain indicators determining employer’s eligibility for STWA.
Additionally, the employment agencies could choose which indicators of economic need
they would accept. The reference in the case of ambiguities was provided by the Ministry of
Labour and Social Affairs. If a problem occurred more frequently, all participating agencies
were provided with an updated instruction. This system enabled the Employment Offices to




adapt the policy to the local needs (for example to suit an important sector in a particular
region better) and led to increased quality of implementation of the scheme. On the other
hand, it must be ensured that enough relevant expertise is present in the selection com-
mission so that various aspects of the application (economic need, suitability of the training
scheme, etc.) can be assessed. There is also a danger that knowledge will be fragmented
between Employment Offices. A central platform for Local Employment agencies can help to
avoid this.

The adaptation of STWA to the crisis was easier in countries where the scheme already ex-
isted and was well known before the crisis. The reason for this is that the procedures, ef-
fects, advantages and disadvantages were known by the Employment Office/Service and
the social partners. As in the case of Austria or Belgium, the tradition of social partnership
and negotiation culture seem to further ease the negotiations about the adaptations to and
the implementation of the scheme.

4.2 Carrying out STWA and the selection of participants

Good knowledge of the scheme and its requirements among the key stakeholders is of
great importance for a smooth implementation of STWA. For example, an evaluation study
from the Czech Republic shows that some employers and employees confused STWA ar-
rangement with other programmes and some had doubts about the requirements. This can
have a negative effect on the participation in the scheme and its effect and impact. More
parties (usually the Employment Office or the social partners) can be included in informing
the employers and employees about the possibility of participating in STWA. This was
the case in Austria, where the Austrian Federal Ministry of Labour, Social Affairs and Con-
sumer Protection conducted press releases in order to inform the general public. The Em-
ployment Services published information and guidelines for employers and employees on its
website and the Chamber of Labour as well as the Federation of Austrian Industries offered
specific information on their websites. In Slovenia the Employment Service conducted train-
ing presentations in cooperation with the Chamber of Commerce and the Chamber of Crafts
to inform human resource managers about the STW schemes and how to apply them. Fi-
nally, the name of the scheme is an important detail as in France the double terminology
(chémage partiel/partial unemployment and activité partielle de longue durée/reduced ac-
tivity of long duration) was confusing.

Generally, the procedure of applying for STW can be described as follows (although the

practice in case of individual country/scheme can differ):

= In countries in which a social partner agreement was needed as prerequisite for partici-
pation in STWA, employers often had to consult/come to an agreement with social part-
ners before applying for the STWA.

= When applying for the scheme, employers were required to submit a number of docu-
ments (depending on the country and the scheme) to the Employment Office/Service,
such as the application for STWA, proof of economic need, a list of participating employ-
ees or a solemn declaration.

= The Employment Office/Service assessed whether the employers / employees fulfil all
the conditions required for the participation in the scheme. In case of ambiguities or
doubts the Employment Office/Service approaches the employer or asked for additional
documents.




= After the application was assessed and the participation in STWA was approved, the em-
ployer could apply the scheme. During the application of the scheme the employer may
be required to regularly report on how many employees have been participating in STWA
and the extent of the participation. This information may be checked by the Employment
Office/Services in order to avoid abuse of the scheme.

The bureaucratic burden of the application process and the ongoing administrative re-
quirements for receiving the public subsidy for reduced working hours was a factor hinder-
ing participation in STWA. Companies striving to survive in economically difficult times have
little interest in dealing with administrative procedures, especially if the public support
achieved is relatively low compared to the effort required (Mandl et al., 2010). Evaluations
of STWA imply that administering the scheme also imposed a substantial burden on the
employers, as the production level, working times and salary levels needed to be kept un-
der constant observation. This is the case especially in smaller companies which have no
specialized HR departments.

4.3 Participation in STWA
4.3.1 Number of participants

In this subchapter, we are going to give details on the participation in STWA. The levels of
participation had different dimensions in various countries. The reasons for this are the
cross-country differences in population of employees and the difference in STWA participa-
tion rates. Judging from the absolute number of participants the largest short time working
arrangement can be found in Germany. In May 2009 when the maximum number of partici-
pants in German scheme was reached, 1,442,667 people took part in it. In France, 673,000
employees were affected by STWA in 2009. On the other hand, in the same year only
20,591 employees took part in STWA in Spain and in Latvia the total number of participants
was less than 6,000.

If STWA already existed in a particularly country, the participation in the scheme started to
increase in late 2008. In most countries, the participation in STWA peaked in the first half

of 2009. In Belgium the peak was reached in March 2009 when 313,000 people took part in
the scheme. Generally, the participation in the scheme began to decline in the second half

of 2009. The reason for this was an improving economic situation in many countries.

In several countries, for example in Austria, employers often requested STWA for a higher
number of employees than actually later participated in the scheme. When the peak in par-
ticipation took place in April 2009, more than 37,000 people participated in STWA. This is a
lower number than the 56.000 employees whose participation the authorities authorised for
the same period. This may indicate that employers who apply for STWA make use of it only
if it is inevitable, i.e. there are no other alternatives of how to keep employees in work.
However, not all schemes allowed employers flexibility in determining whether or not em-
ployees will actually take part in STW after that has already been authorised. In Spain for
instance, employers had to have agreement of employees placed on STWA before if they
wanted them to start working before the date when STWA would terminate. In Belgium,
STWA is considered a regular part of labour market policy and it has an extensive take up.
Some companies tend to a regular use of STWA. This may raise concerns whether the




measure is addressed exclusively to cyclical problems rather than to structural or seasonal
fluctuations.

4.3.2 Groups reached by STWA

When looking at participation rates, it is also important to see which groups of workers and
companies made use of STWA in the different countries, whether this distribution was un-
even in any sense and whether the distribution differed between countries. Of course,
STWA respond to the demand from businesses and sectors, and thus respond to the eco-
nomic need. However, this in itself might already lead to a skewed distribution of partici-
pants amongst target groups depending on the specific need of different sectors in the
economy. In addition, within businesses, the selection processes might favour some groups
over others. Thus there might be an overrepresentation of men instead of women, young or
older workers, employees with permanent contracts instead of flexible contracts and mi-
grants instead of natives.

A complicating factor in this context is the question of whether participation in STWA is a
desired outcome or not for an individual. This depends on the situation of the company in
question and on the alternative to participation in STWA for the employee. The issue here is
that STW implies both threats and benefits for workers. If the alternative to participation in
STWA is permanent dismissal, it will be desirable for employees to take part in STWA.
However, if the alternative to participation in STWA is staying in regular full-time employ-
ment, participation for the individual employee is undesirable. Employees coming from par-
ticular vulnerable groups might have the feeling that they are being pushed aside, or
stalled in an unproductive position. These mechanisms are important when considering the
implications of the reach-out to target groups of the STWA in different countries.

In most countries information is available on the use of STWA in different business sectors.
In many of the countries, it is clear that the great majority of participants worked in indus-
try or in the manufacturing sector, whereas less demand came from the services sector.
Specifically, the Austrian, German and French car manufacturers were intensive users, but
also the metal industries in the Netherlands, and Slovenia were well-represented as well as
the textile and clothing industry in France. Exceptions to this industrial emphasis are the
schemes in Spain and Latvia. Thus, Latvian participation rates were high in retail and
wholesale enterprises as well as in accommodation and catering whereas in Spain the ser-
vices sector scored highest in terms of companies participating. However, the highest num-
ber of participants came from industrial companies, implying that these companies sent
greater shares of workers into the schemes.

The overrepresentation of manufacturing and industry in the different countries may be
connected to the intended targeting of STWA: in most countries, short-time work is seen as
an instrument aimed at the traditional production-based sectors. On the other hand, the
high interest of industry and manufacturing can also be a reflection of the impact of the
economic crisis. These are crucial export industries which experienced a sudden drop in in-
ternational demand as a result of the crisis. At the same time they are also well-established
industries with a long standing in the respective countries. As a consequence, they usually
expect the demand to pick up again soon after the crisis, as no deep restructuring is
deemed necessary. As long as this idea proves to be correct, short-time work is a very




suitable instrument for these sectors, as it provides the temporary buffer that is necessary
to survive the period of low demand.

From the same point of view, the exceptional situation in Latvia can be explained. Com-
pared with countries such as Germany and France, the Latvian economy is subject to a lot
of changes and constant restructuring. This is also reflected in the high growth rates before
the crisis and the substantial drops during the crisis. It is possible that the sectors that
made use of STWA had grown disproportionally in the years before the crisis and experi-
enced a backlash when the crisis hit. It is important to remember that the Latvian system
of STWA was terminated because it was thought to prevent necessary restructuring. Thus,
the participating companies may already have been unviable in the long-run which explains
the different picture when compared to other countries within the European economy.

Furthermore, it seems to be the case that the STWA were less suitable for small and me-
dium-sized enterprises. Large enterprises on the other hand made disproportional use of
the schemes. Thus, in France, 50 percent of the compensated hours were located in large
enterprises. Similar overrepresentation of large companies can be seen in Slovenia, Ger-
many and Germany. It is assumed that the administrative effort that is needed for partici-
pation in STW plays a role in the more intensive use of large enterprises. Small and me-
dium-sized companies often miss the organisational capacities to make use of instruments
such as STW. However, other reasons can also play a role. Small companies might be more
flexible in their approach to personnel management, being able to grow and shrink more
easily. Furthermore they might not be able to absorb large shocks at all, and might then
also not be able to use short-time work as a way out. Larger companies on the other hand
often have more stable structures which help them determine which parts of their produc-
tion can be temporarily dispensed with. Finally, the sectors that made use of STWA, notable
the car industry, feature a lot of large companies in comparison with the whole of the
economy.

The selection of companies making use of STWA obviously has an impact on the types of
workers that participate in the schemes. It is thus not surprising that the vast majority of
participants were male. This reflects the composition of the working population in the sec-
tors involved. As an example, in Germany 70 percent of participants were male and in Aus-
tria even 80 percent. Latvia is again an exception, as 68 percent of participants there were
female. Since Latvia was already an exception in the representation of specific sector such
as the retails sectors, the different gender distribution seems to be a reflection of this. De-
spite the fact that the gender distribution reflects the distribution in the specific sectors, in
some cases the dominance of male participants has led to questions about the equal distri-
bution of benefits. This was the case in Finland where it was noted that in female-
dominated sectors it is more common to reduce daily working hours instead of laying off
whole days. Due to the design of the STWA in Finland, this meant that these female-
dominated sectors did not make use of the scheme, whereas the male-dominated did. It
can be concluded that the STWA did not take into account this specific sector-based factor
of influence.

In addition to the strong representation of men, it seems that in several countries the par-
ticipants were skilled workers, at least in the countries where information is available. Thus
in Germany it was shown that the workers came from a medium income group suggesting
that they were not part of the group of low-skilled manual workers. In Slovakia it was




found that plant and machinery operators were the most affected group, as well as crafts-
men, repairmen and qualified producers. In addition, in most countries the participation
was highest amongst employees with permanent contracts. This distribution is not surpris-
ing and actually fits well into the rationale of short-time work. Companies can use STWA to
keep the employees that they expect to require after the time of crisis has subsided.
Hereby they gauge how difficult and costly it will be to re-hire employees after the crisis at
a time when demand picks up. Skilled workers are harder to find than the unskilled workers
and are thus more valuable to keep in the staff composition, even if they are temporarily
unproductive. In fact, in some countries such as Germany, companies were facing a lack of
skilled workers in the years before the crisis. This explains why they tried to keep on these
workers so that they would not have to pay the recruitment costs after the economy picked
up again. Again however, there is an exception to this dynamic, this time in France. There
it is reported that participants in STWA had a lower level of education than average and
that fixed-term contracts and temporary workers were actually overrepresented amongst
STWA participants.

The distribution of participants between the different age groups also shows little to be
concerned about. Where data is available, e.g. in France, Germany, Latvia and the Nether-
lands, the distribution of younger and older workers is even across the range. Most partici-
pants fall within the group of 30 to 50 year olds and the proportion of those above or under
this age range is the same. There were some concerns that short-time work might be used
by companies to dispose of older workers who were seen as less productive. Thus older
workers might be ‘locked’ in short-time work and not be able to re-integrate in the produc-
tion process. In Germany, statistical research in the area of Nuremburg has shown that the
age distribution of participants is constant and that there is a high turnover of participants
in the scheme. This implies that there is no difference in the way that older and younger
employees are treated in the context of the German STWA.

Other aspects such as the ethnicity of participants are not recorded in national statistics on
STWA. Obviously, it can be said that ethnic minorities are well-represented in the sectors
that made use of STWA, but they are also often overrepresented in the low-skilled groups
and in flexible employment. In the Netherlands for example, unemployment amongst ethnic
minorities increased considerably in the crisis years, after it had been decreasing in the
years before the crisis. However, it is difficult to find a firm link with short-time work in any
of the countries under consideration.

We can conclude that in the implementation of STWA in the different European countries,
specific sectors and groups of workers were overrepresented, but that this was not neces-
sarily a consequence of unequal access to the schemes. The distribution of participants can
be seen as a reflection of the sectors and companies that make use of STWA. The majority
of participants is male, skilled, has a permanent contract and comes from the medium age
groups. In general, the distribution is stable and the different groups are not treated differ-
ently by their employers in the context STWA. Nonetheless, it would be interesting to delve
more deeply into the ways in which the decisions are made of which employees can take
part in STWA, the role of social partner agreements in these processes and the role of the
sectors that do not make intensive use of STWA. Some insights into these processes are
shared in the country studies in part C of this report.




4.4 Implementation of training

The importance of training schemes and life-long learning has increased due to the rapid
technological development and the changing structure of modern economies. Skills that an
individual obtained during the school years may be obsolete after one or two decades. Em-
ployers play an important role in providing and/or financing training to employees during
their careers. Due to training employees’ productivity is enhanced and employees may even
be promoted to higher positions thanks to newly obtained skills. On the other hand, some
employers hesitate to provide training because they fear that employees would change jobs
after finishing the training. For employers this would mean a clear loss as they would have
financed the training but would not enjoy the employee’s increased productivity.

There is great variety in the ways in which training was implemented within STWA in Euro-
pean countries during the crisis. This allows us to compare how successful the individual
measures were. Firstly we will look at examples of countries where training was compulsory
during participation in STWA. Afterwards, we will describe how training was implemented in
countries where it was not mandatory.

In the Czech Republic general training was made compulsory for participants in STWA. The
employer who wanted to participate in STWA could choose the subject of the training and
an external training provider to provide training to the employees. Subsequently the Em-
ployment Office assessed the employer’s motivation for the training and whether the train-
ing fulfilled the criteria postulated by the law. During this process the Employment Offices
were given a substantial level of freedom in their assessment methods. They could for ex-
ample choose what indicators they would use during the assessment and what thresholds
they would handle. This enabled an individual approach with regard to the local context.
This way the Employment Office could for example concentrate on sectors which were cru-
cial for a given region. On the other hand this approach requires that the assessment com-
mittee has enough expertise in the issues concerned. Additionally, firms located in certain
regions may be disadvantaged because their local Employment Office handles more strin-
gent selection criteria. Finally, there is no nationwide system of training certification in the
Czech Republic. This made it difficult for employment agencies to control the quality of
training.

Participation in training was also mandatory within the Slovenian temporary lay-off arrange-
ment. Unlike in the Czech Republic most of the training measures were conducted in-house.
These training schemes were appreciated to keep workers in touch with the company. How-
ever, as there was no specific definition of training, it was possible that training contained
lectures on work place security which were legally required anyway. It is therefore important
to give a definition of an adequate training required during the participation in STW. In Lat-
via, training vouchers were provided to participants in STW with which they could choose
their course of training themselves. This training voucher system emphasized the individual
characteristics of the programme. The disadvantage was that employees who were applying
for unpopular programmes could not always receive the training and did therefore not benefit
from the scheme. The reason for this was that the education agencies were assembling
groups to provide the training. Where the number of interested participants was too low, the
training did not take place. Furthermore, 6 months of the training turned out to be too short
to take full advantage of the professional training. Finally, detailed legislation procedures of
the scheme made the implementation very time consuming and complicated.




Enterprises which were implementing training schemes in the Netherlands could ask for
support from local Employment Office, sectoral organizations (construction, etc.) or for re-
gional support (available for example in the Eindhoven region). The quality of support pro-
vided by the Employment Offices depended on the individual case. Some Employment Of-
fices prepared information materials for companies who need support with the implementa-
tion of training. Research showed that before applying for the scheme smaller companies
would appreciate more clarity on what support they can expect (Grijpstra et al 2009). This
can have an influence on their decision whether or not to apply for the scheme. Regarding
the support of sectoral organizations, the quality and accessibility of support was depend-
ent on individual organization. Some sectors have longstanding and elaborated system of
training. In other sectors, firms were not certain about how they can access the support
and how it is managed. In the Eindhoven region, regional support for companies was
started in 2008. The basic idea was that the services of the municipality, the Employment
Office, educational organizations, knowledge centers, etc. were cooperating in handling the
issues related to the labour market. In practice this meant that there was one case man-
ager (on behalf of all services) who worked as a contact point and advisor for a particular
employer.

In Austria, Belgium, France, Germany, Italy and several other countries training activities
were not mandatory during participation in STWA. However, several incentives were de-
signed for employees to participate in training. Generally speaking, participation rates in
training activities were disappointing as relatively small proportion of workers affected by
STWA took part in it.

In Italy training has been generally managed at a decentralised level. This enables higher
responsiveness to demand of skill in specific regions. However, it also leads to high hetero-
geneity. In general, since the beginning of the economic crisis, training initiatives promoted
by firms have considerably decreased. In France training during STWA seems to concern
only a minority of firms. The money reserved for training within STWA was not completely
used. A survey showed that firms did not change their behaviour concerning training during
the STW period. If training took place it was during the working time and not during the
time on short time work. Training should be aimed to enhance workers’ employability.
However, only 25% of companies covered by APLD agreements provided accredited or cer-
tified training for the development of transferable skills. This means that the training was
driven by the skill needs of the company.

There are several reasons explaining low participation rates in these countries. Firstly, the
personnel participating in the training is less flexible. If an employer receives new orders
and the production has to be restored it can be complicated to make use of employees who
are taking part in the training. A possible solution could be that the training providers
would offer programmes with more flexibility in the timing of the training. Secondly, or-
ganisation of training imposes an additional administrative burden on the employer.
Usually, training has to be implemented during quite short periods of time. For the firm it
may be difficult to identify the needs in training of their employees and to anticipate the
needs for skills in the future. This may form a problem especially in the case of small com-
panies which have no specialized HR departments or no medium-run training strategy.
Thirdly, as in some countries the costs of training schemes are not fully reimbursed,
training is an extra expenditure for employers. This is a drawback for many employers be-
cause they participate in STWA in order to reduce their expenditures. Training may there-




fore lead to a problem of priority — whether to invest in training when the firms is facing
strong economic difficulties and maybe it is fighting to survive. Finally, there is problem of
trade-off between training in general or specific skills. Some employers may not be in-
clined to implement training if it does not directly response to their needs in a short period.

This has to do with the fact that companies are not always interested in transversal skills
training, but benefit more from specific training of employees. If they expect the employee
to leave the company or the sector anyways, companies will not be interested in investing
in the competences. If they expect the employee to stay, they will want to develop task-
specific competences. As a consequence of these conflicting interest, the effectiveness of
STWA can suffer. This issue was even seen in the Czech Republic, where there were some
doubts whether employers were supporting the mandatory training aspect of the STWA, or
only used the scheme as a way to receive the subsidy.

There is however also another side to the trade-off between specific and generalized train-
ing. This refers to the dimension of in-house and out-house training schemes. Training fo-
cusing on transversal skills is in many cases not carried out within the company but by ex-
ternal training providers. Specific job related training is however often carried out on the
premises of the employer. This means that employees stay in touch with the company they
work for, even though they are taking part in STWA. This can be seen as a positive effect of
the specific task-based training which is lost in the case of external transversal training.
This mechanism was seen in Slovenia where most of the training was conducted within
companies themselves.

4.5 Influence of contextual factors

The implementation of STWA was obviously not administered in a timeless vacuum. The
context of the country, the economic development and political discussions were of great
influence on the different approaches to STW in different countries. Contextual factors ex-
plain several key characteristics of STWA in the countries under discussion.

Firstly, newly introduced STWA schemes were implemented in a very limited timeframe
without the possibility of detailed ex-ante evaluation. The reason for this was a rapidly
worsening economic situation. In Finland this decreased the quality of the text of the law
according to stakeholders involved. The law was said not to be unambiguous and it allowed
for more interpretations and inconsistent application. This may have been worsened by the
fact that the Finnish STWA partly overlapped with the adjusted unemployment benefit sys-
tem. This made the whole system more complex and handling of complicated cases became
more difficult. Also, the social partners only had a relatively short time to influence the de-
sign of the scheme in countries that introduced new schemes. However, this does not have
to mean that they had no influence. For example in Slovakia, the employers indicated that
a compulsory training component would complicate the STWA and would have negative
consequences for the take up rates. As a result, training was not compulsory for the par-
ticipants in the Slovakian STWA.

The discussion between social partners, government and employers was less problematic in
the countries where the scheme already existed and was well known. In these countries the
conditions of STWA were often relaxed during the crisis (Austria, Germany, and Spain). The




reason for this was the severity of the crisis. Participating parties were aware that extraor-
dinary measures had to be made in order to prevent substantial growth of unemployment.
Countries with new STWA schemes often prolonged the validity of these schemes as well
(the Czech Republic, the Netherlands, and Slovakia). Latvia forms an exception from this
rule as the Latvian government terminated the STWA two years earlier than planned. The
reason for this was that in order to increase the competitiveness of Latvia after the crisis,
restructuring of the economy was deemed necessary which included the loss of less com-
petitive sectors and jobs.

The design and application of the STWA was not only influenced by domestic factors but
also by factors abroad. Austria can serve as an example in this context. The original
STWA appeared to be insufficient for Austrian companies to cope with the crisis as the Aus-
trian STWA was less generous than needed during severe economic downturn. In February
2009 several adaptations to the scheme were enacted. However, it seemed that German
companies (Austria’s main trade partner) still had an advantage as they could profit from
the more generous German Kurzarbeit. In order to eliminate this competitive advantage
from the seventh month of STWA onwards the social security contributions were reim-
bursed. This adaptation was enacted in July 2009. More information of this dynamic process
is provided in part C of this report.

4.6 Conclusions

On the basis of information provided in this chapter we can formulate several conclusions.
Firstly, STWA was in general designed by the authorised ministry and implemented by the
Employment office/service. In countries where STWA was newly introduced the scheme was
designed within a relatively limited time frame and there was little space for detailed ex-
ante evaluations. Secondly, it is important that employers and employees are well informed
about the STWA. The ministries, Employments Office/Service and other stakeholders can
take a role in informing the employers and employees about the scheme. Low knowledge of
the scheme may decrease participation, raise ambiguities about the scheme and worsen the
effect and impact of the scheme. Thirdly, in the majority of examined countries, the par-
ticipation in STWA started to increase in late 2008, peaked in 2009 and started to decrease
in 2010. Finally, less stringent eligibility criteria and conditional requirements and higher
generosity of STWA led to a higher take up. Very complex schemes also seem to decrease
the take up rate as they are less suitable for smaller companies.




5 Results, impacts and lessons learned

This chapter covers the results and impacts of the arrangements and what this actually
means for the effectiveness and usability of STWA in crisis situation.

Objectives Implementation

We first describe the information that is available on country level regarding the effects and
impacts of the measures. We use the data gathered for the country quick scans in the
twelve countries selected for this overview. We then discuss the results of overarching re-
search studies that have strived to estimate the effects of STWA using econometric analy-
sis. We try to reproduce the results of some of these studies in order to test the robustness
and accuracy of the conclusions. Taken together, the information on results and impacts
provide us with a general impression of the effectiveness of the measures at macro level,
which can be tested at micro level in the country studies presented in part C of this report.

5.1 Results based on the country-level information
5.1.1 Job protection and deadweight loss

The most important and direct effect of STWA is the protection of jobs of workers partici-
pating in the scheme. Because of the risk of deadweight losses and displacement effects,
this effect is difficult to measure. Especially regarding displacement effects of recent STWA,
it may still be too early to estimate the direct effects of STWA. Some countries have al-
ready carried out thorough evaluations of the recent schemes estimating the number of
jobs saved, but this has not taken place in all countries. It is also important to remember
that several of the STWA are still in force, influencing the effects of the measures.

In general, STWA in the different countries are seen as a success. Also in countries where
no evaluation has yet taken place, such as Spain or Finland, the systems of short-time
work or temporary layoffs are seen by public administrators and other stakeholders as an
effective way to avoid dismissals. In Belgium for example, both the federation of employers
as well as the ministry in charge see STWA as a main factor in explaining the unexpectedly
small rise in unemployment. These judgments are often based on the popularity of the
schemes, also in comparison with other labour market measures. In Spain for example, the
use of STWA increase substantially during the crisis, whereas the use of other labour ad-
justment measures, such as temporary suspensions and permanent dismissals, receded.
Thus, these general judgements say more about the extent of the usage of the STWA than
about the actual effects.




Again focusing more on the popularity of the programmes and the experiences of the users,
we can see that several countries (the Czech Republic, Latvia, the Netherlands, Slovakia)
carried out surveys amongst participants, both employers and employees, aiming to esti-
mate the effectiveness of the measures. The surveys show that most participants valued
the STWA highly and were satisfied with the measures. In Latvia, 95% of participants
judged the scheme to be (very) good, while in Slovakia, 82% of employers stated that par-
ticipation in the STWA helped prevent dismissals of core employees. In the Czech Republic,
66% of employers reckoned that they did not have to dismiss employees thanks to STWA.
According to employers in the Netherlands, around 30% of participants in the STWA would
have had to be dismissed in the absence of the programme.

While the satisfaction of participants reflected in these surveys is not surprising, there are
also some indications for adverse effects and deadweight losses. For example in Slovakia,
18 percent of employers said that employment would be the same in the absence of STWA,
implying considerable deadweight losses. Around 11 percent of employers even had to dis-
miss core employees nonetheless, implying displacement effects. On the other hand, in the
Netherlands, only two out of thirty companies did not agree that they would have had to
dismiss employees without recourse to STWA. More generally, the surveys do not provide
information on long-term effects. It is however rather likely that employers judge the
scheme as more effective than it really was, both due to social norms in answering survey
questions, but also as a consequence of the fact that they themselves benefited from the
scheme.

Apart from the surveys, in several countries the ministries or the employment agencies
make their own estimates of how many jobs were saved by STWA according to their data.
These are not always well-founded estimates, but they give an impression of the effect that
national authorities ascribe to these measures, often based on the take up rate of scheme.
The estimates vary considerably according to the size of the country and popularity of the
STWA. Thus, in Austria it was estimated that in 2009 around 8,400 jobs were saved. In
Belgium this number was put at 30,275. In Slovakia, the short-term effects in terms of jobs
saved in 2009 are estimated at 1,176 and in the first of 2010 at 208. In Slovenia on the
other hand, the employment service estimates that STWA saved 25,000 jobs by April 2011.
In France, estimates put the number of jobs saved at 30,000. For Germany, the country
which had by far the largest STWA with up to 1.4 million people participating at the high
point, no such estimates of total jobs saved could be found. In general we can say that the
estimates diverge strongly from country to country and that the basis on which these esti-
mates are made cannot be seen as equally strong.

However, there are also some data which show what happened to participants in STWA
without relying on estimates of the total jobs saved, again of course depending on the
country and the specific scheme. In several cases these are more critical on the impact of
STWA than the short-term estimates. In the Czech Republic for example, it was found that
enterprises participating in the STWA carried out dismissals to a greater extent than those
that originally wanted to participate but ended up not participating, due to their own choice
or because they didn’t pass the requirements. This can be seen as a selection bias, since
only those companies that are in trouble actually used STWA. However, it can also be seen
as an indication of negative effects of the STWA, where the participation in STWA may have
prevented companies from carrying out necessary restructuring, or participation had a
negative impact on the image of the company. In Latvia, 8 percent of individual partici-




pants had become unemployed three months after participation in the scheme which means
that 92 percent managed to keep their job. This distribution is similar in Slovenia, where 7
percent of participants were still registered at the employment service in March 2011. A re-
cent evaluation of the STWA in the Netherlands, based on econometric analysis, found no
robust positive or negative effects of the measures on the level of employment in enter-
prises.!

In Germany, only indirect evidence is available in this regard. It has been shown that the
duration of the time participants spend in short-time work in Germany is comparatively
short, specifically rarely longer than four months. Companies seem to change the employ-
ees around who are participating, or seem to work on re-integrating them into production
as soon as possible. While this suggests efficient use of the scheme by companies and
workers, it is not clear whether employees manage to hang on their job for a longer time.
In Italy, the increase of the use of ‘shock-absorbers’ such as the CIG scheme of around 30
percent per year is seen as an indication of the popularity of the programme, though this
does not allow us to draw conclusion about the effectiveness. Again, it is not clear whether
the participants actually kept their jobs.

Finally, recent research in France shows that employees participating in STWA are more of-
ten out of employment at different points after their participation than employees who did
not take part in the scheme. This suggests significant displacement effects whereby em-
ployees are dismissed nonetheless. The research also shows that we are mainly talking
about transitions into unemployment, though some employees also cease working com-
pletely, without continuing to look for other work. This means that having participated in
the scheme, these employees need to make recourse to common unemployment benefit af-
ter all. Transitions from work to work, i.e. from one job to another one are not included in
this analysis. Of course, the fact that an employee is participating in STW already implies
that his or her employer faces economic difficulties.

Concluding this section, we can say that the general impression of the short-time working
arrangements in the various countries is positive, although this impression is not easy to
back up by current data. When looking at the experience of ministries and employment
agencies, and even more so at the judgment of participating employers and employees, the
different STWA look like a success. This perception probably has to do with the undeniable
short-term effects, since in direct terms employment relationships are supported. However,
when looking for harder evidence of the long-term effects of the STWA, the picture be-
comes slightly more blurry. Whereas some evaluations show positive effects, they also
point towards deadweight losses and especially lead us to doubt the long-term effective-
ness of the different schemes. Coming to reliable conclusions on the exact number of jobs
saved by STWA is in this context very difficult.

However, STWA also have less tangible effects, such as increasing the flexibility of organi-
sations and the employability and mobility of employees. This is mainly the case in the con-
text of schemes that promote the use of training or even make it mandatory. The effects of
the training schemes is further described in the section below.

! N. de Groot, R. Friperson, J. Weda and P. de Jong (2012): Werkt werktijdverkorting?; The Hague: APE.




5.1.2 Impact of training

As has already been described in the previous chapters, countries differed in their approach
to training during the design and implementation of short-time work arrangements. This
had the consequence that the participation rates differed between the different countries,
which also has implications for the effects of the training schemes. In fact, the effects of
training are not easy to measure in general. Nonetheless, several studies have been con-
ducted on employees’ mobility after training. Wolff et al. (2003) found that there is a
higher chance of employees looking for another job in a year following the training. Fur-
thermore, the chance of external mobility (accepting a job in another firm) seems to in-
crease as well. Zweimuller and Winter-Ebmer (2000) looked into whether there is a differ-
ence in the effects on employees’ searching behaviour between general and firm-specific
training. They found that general training increases the chance that employee will be look-
ing for another job after finishing the training. In contrast, firm-specific training decreases
this chance. We will now describe the information that gives and indication of the effective-
ness of training schemes within STWA.

Regarding the countries with mandatory training schemes, the judgement on the use and
effect of the training schemes is generally positive. The Czech Republic is a good example
for this positive experience, as more than 90 percent of employees taking part in the train-
ing scheme think that their prospects on the labour market increased as a result of it or
that their chances of finding a new job were increased. At the same time, 70 percent of the
employees think that the training also helped them to keep their current job. Training also
helped increasing the self-confidence of workers. In other countries, such as the Nether-
lands and Latvia the satisfaction with the training aspect of STWA are unknown due to a
lack of data. In countries where training was not a mandatory part of participation in
STWA, the training itself was seen as a positive aspects by those who made use of it. How-
ever, the low take up rate as a result of the voluntary take up formed a problem, since in
France, German, Belgium and Austria the use of training measures was lower than desired.

The effectiveness of training is not just determined by the number of participants, but also
by the type of training and the context within which training takes place. During the recent
crisis, countries have emphasised the need for training which focuses on transversal skills
and competences instead of training specific to the job or sector a person is working in. The
objective of training in the context of STWA is ultimately to increase the mobility of individ-
ual employees and the adaptability of the economy. Where employees in STW only learn
specific skills for their current job this is unlikely to increase their chances of moving to a
different company or sector if their own company ends up collapsing or dismissing them af-
ter all. Transversal skills and competences however do help employees to make a step to-
wards other kinds of work when needed. In some countries, this desire for this kind of
training was realised as has been described in the previous chapter

The evidence from the country quick scans shows that the potential of training within STWA
can still be exploited more intensely. More information on this topic is also provided in part
C of this report.




5.1.3 Cross-border effects

Short-time working arrangements are designed, organised and implemented by national
governments, valid for the national economy. However, member states obviously operate
within the internal market of the EU. Especially at times of crisis, it is important that this
market works properly and is not distorted by asymmetrical state interventions. Internal
market rules prevent that such interventions are carried out. However, it is not easy to de-
termine at which point an intervention has distorting influence or to which point such an
intervention might indeed have positive effects. These questions play an important role in
the context of STWA, since STWA can also be seen as an indirect form of state subsidy for
business. The Austrian system of short-time work for example was adapted to make it more
generous in order to reduce the competitive advantage of Germany companies participating
in STWA. However, little information is available on the actual cross-border effects of
STWA. In this section, we therefore explore more on a theoretical level the issues that
might play a role in this context in stead providing empirical data on this matter.

The cross border effects can both take place on an international level where companies
compete on the same markets, but also on a regional level, where regional supply chains
and labour market clusters are concerned. Regarding the international level, the key ques-
tion is whether companies participating in STWA can gain a competitive advantage over
companies in other countries who might not have recourse to STWA, or might only be able
to make use of a less generous measure in their own country. Where this is the case, two
aspects of STWA are of great importance: firstly the entry requirements and secondly the
indirect nature of the support companies receive. The entry requirements ensure that only
companies that are really in need of STWA can make use of it. This in turn means that the
companies benefiting from the STWA, cannot be seen as the strongest competitors at that
point in any case. It is the drop in demand and their resulting weak position on the market
that drives them into employing short-time work. In fact, some employer may avoid mak-
ing use of STWA since they are afraid of the negative effects this might have on the image
of their company. Competitors, but also customers and suppliers may see them as a ‘sink-
ing ship’. In addition, the subsidies paid out by STWA cannot be classified as direct income.
In exchange for the subsidy, employers lose the productive capacity of their employees for
the STWA hours or days, and the remaining costs such as social security contributions and
connected costs impose a continued financial strain on the company.

Nonetheless, competitors in other countries without recourse to STWA might incur even
higher costs, either by having to keep on unproductive staff or by carrying out a costly re-
organisation. When competing on the same saturated markets, they might be less able to
decrease the price of their products or they might have to write off higher losses as a con-
sequence of lower flexibility. On the one hand they might be pushed to innovate and reor-
ganise more promptly and efficiently and thus respond more aptly to the changes in the
market. On the other hand, they might have to do so with less consideration and planning,
whereas the companies taking part in STWA have more time and space to carry out these
changes. Thus the competitive advantage of STWA participants might only become obvious
some years after the crisis, as the consequences of an orderly transition from crisis to
usual production begin to pay off.




The European Commission monitored the situation regarding STWA closely as it was aware
of the possibility of a skewing impact on competition. It also communicated its concerns to
member states. Respondents at both member state and Commission level confirm that the
risk of tilting the level playing field was addressed by adhering to certain guidelines. Firstly,
it was an important characteristic of STWA that the benefits they provided applied to the
entire economy of a country, thereby not discriminating between firms and not providing
uneven subsidy to a specific company or sector. Secondly, STWA provide subsidies for jobs,
not for companies. They are seen as a social and employment policy instrument, not as an
economic subsidy. In this context the crucial factor are the residual costs for companies. In
all STWA, employers have to contribute some costs, be it social security contributions, holi-
day pay or a top-up of STW salary. As a consequence, STWA cannot be classified as unwar-
ranted state subsidies. By adhering to these rules, member states made sure that the in-
ternal market rules were upheld.

STWA can also have positive international effects, especially when we are looking at cross-
border regions. Regional economic clusters that are spanning two or more countries are
based more on cooperation between businesses rather than on competition. Thus, local
cross-border supply chains are of great importance. When a company in one country man-
ages to stay on top with the help of STWA in that country, the companies on the other side
of the border will benefit from it as well, since a supplier or client is supported. More
broadly, the entire regional economy is supported, even if only one of the countries offers
STWA support. This can have positive effects for companies on both sides of the border.
Nonetheless, it can remain an unequal relationship, even in a regional supply chain. Where
one company manages to substantially reduce productive capacity as a consequence of
STWA whereas another company cannot do this, this can lead to imbalances in the business
relationship. The business partner without recourse to STWA will have to find other ways to
compensate the drop in production levels or look for other partners outside of the produc-
tion chain. Importantly, the question of the supply chain is significant not just for regional
markets, but also for the internal market at large. Especially where very large businesses
such as large car manufacturers or industrial companies are in a position where they can
benefit from STWA, this is important and beneficial for their business partners all over
Europe. Problems or bankruptcy of one of the very large companies may have disastrous
also on industries in other countries. Thus, supporting these businesses can also feed
through to their suppliers and customers across the border.

Another significant aspect may be the impact STWA has on regional labour markets. An ob-
vious factor of influence is the training provided in the context of STWA. Where participants
make use of the training, this can have positive effects on the labour market in general.
Not only the company where the participants are employed benefit from the heightened
competences of their employees. Especially where the STWA system succeeds in promoting
transversal skills training, other companies, also across the border in a regional labour
market, can benefit from the increased level of employability. Especially when the crisis
subsides, the availability of skilled workers will be an important issue for all companies
within such a regional cluster, and the training during STWA can pay a contribution to this.

The empirical evidence for these potential cross-border effects is difficult to find. It appears
that these effects can be both negative and positive. Especially when talking about com-
petitive advantages and disadvantages, it is important to remember that the majority of
European countries do have some sort of STWA. This means that the different conditions




for companies lie mainly in the diverging conditional requirements and differing degrees of
generosity. Also, countries learn from one another in the context of peer learning activities.
In addition, other crisis measures, such as car scrappage schemes, might have an impact
on the international playing field as well. As a consequence it is difficult to isolate the
cross-border effects that differing STWA within the internal market might have. Nonethe-
less, the mechanisms behind STWA suggest that effects of the interventions may be felt
across borders, both in positive and negative ways.

5.2 Econometric analyses on the effects of STWA!

Having looked at the information available at country level, we now turn to overarching re-
search carried out to measure the effects of STWA. As stated earlier, the key objective of
STWA is to enable temporary working hours reduction while preserving employment. Em-
ployers save both dismissal and re-hiring costs by keeping on their workers. Employees do
not lose their job because of a drop in demand and production and may even increase their
employability through participation in training measures. When the crisis subsides, employ-
ers and employees can return to the previous employment relationship. Thus, it is thought,
STWA can contribute to saving jobs during periods of economic downturn or decline. This
hypothesis has been tested in a number of econometric research studies. The results of
these studies are presented below.

5.2.1 Previous research on STWA

Some studies confirm that STWA have worked in the past according to the theory. Based on
previous studies, Arpaia et al (2010) note that STWA increases the internal flexibility of a
company, while retaining the workforce attached to the firm. This conclusion is backed up
by descriptive and quantitative analysis. Abraham and Houseman (1993) used seasonally
adjusted quarterly series for selected manufacturing industries in Belgium, France, Ger-
many and United States. They found out that despite strong job security in the former
three countries, the adjustment of working hours is rather comparable to the levels in the
United States. This is the result of the alternative strategies that were developed to adjust
labour input to changes in output (e.g. lay-offs and STWA). In fact, these authors found
that workforce adjustment was more flexible under STWA than layoffs in response to eco-
nomic downturns in Belgium and Germany. The authors point out that STWA may be used
to accommodate structural as well as cyclical downturns. However, the use of STWA in the
case of structural adjustment is controversial since, in order to avoid deadweight loss,
workers should be reallocated to other sectors as quickly as possible.

Furthermore, several studies were performed in Europe examining the extent to which
STWA actually save jobs. Flechsenhar (1979) examined German statistical data from the
economic crisis in the mid-1970’s. He found that the total decrease in working hours was
absorbed by dismissals for up to 40%. Two thirds of the resting 60% of reduced hours was
to be ascribed to the use of STWA. Without STWA, twice as many dismissals would have

! we would like to thank Pierre Cahuc, Alexander Hijzen, and Tito Boeri for kindly making the datasets they
used available to us. We also would like to thank Alexander Hijzen for his comments on the first version of
this paragraph.




taken place according to the authors. Spijkerman, M.A. et al (2004) evaluated STWA in the
Netherlands. In the Netherlands, firms that are faced with strong declines in production for
reasons that are beyond what is usually considered entrepreneurial risk (for example epi-
demic animal diseases), can apply for STWA. The main conclusion of the evaluation is that
STWA do prevent lay offs. However, the administrative burden of STWA is considered high
by firms and a significant number stated that they would not again apply for STWA.

More recently, the OECD (2010) performed an econometric study based on the quarterly
panel data over the period between the first quarter of 2003 and the third quarter of 2009
for 19 countries and four industries. It appears that the STWA helped to preserve perma-
nent jobs and increase average hours reduction of permanent workers at the same time. It
is estimated that due to short-time work the decline in the employment was 0.75% lower in
Finland, Germany and Italy than it would have been without STWA. For Belgium the esti-
mate is even as high as 1.3%, although it is necessary to state that this number may be an
overestimation because STWA had been in effect here already before the crisis. No evi-
dence has been found for the effect of STWA on the employment and average hours of
temporary workers. Furthermore, according to this study, STWA do not have a significant
effect on the responsiveness of the average wage to output. While existing STW schemes
limited the reduction in permanent employment and increased the reduction in average
hours, no such effects were found for newly introduced STWA schemes. Timing seems to be
critical since STWA are probably most effective in the early stages of an economic down-
turn, when the rate of layoff tends to be the highest. However, this estimate result may
also be explained by the small country sample.

Some authors suggest that the effect of STWA varies for different worker groups. The
available statistics confirm that certain groups of workers benefited from STWA more than
others. The groups that seem to have benefited from STWA the most are: males, workers
with permanent contract and middle aged employees. Cahuc and Carcillo (2011) analyzed
the OECD quarterly database on short-time work take-up rates and the OECD harmonized
labour market databases. They conclude that STWA used in the 2008-09 crisis had a sig-
nificant beneficial effect, whereby workers on a permanent contract benefited more from
the STWA than temporary workers. The paper emphasises that more research is needed on
the impact of STWA in the recovery period. STWA may according to this study actually in-
duce inefficient reductions in working hours and lower the reallocation of employees toward
more productive jobs.

Hijzen and Venn (2011) finally performed a quantitative analysis for 16 OECD countries
during the 2008-09 crisis. They found out that “the positive impact of STW was limited to
workers with permanent contracts, further increasing labour market segmentation between
workers in regular jobs and workers in temporary and part-time jobs”. This is of course a
result of the selection criteria of STWA and thus not necessarily an unintended effect. They
indicate that STWA may support jobs that would have been maintained anyway or in con-
trast were terminated during or shortly after the end of the programme. Stricter eligibility
requirements (a proof of economic need or a prior agreement between social partners) and
requiring firms to share some of the cost of STW are likely to reduce deadweight losses.
Conditionality requirements — which require particular behaviour such as job search or
training from firms and workers while participating — can also reduce displacement effects.
However, in all cases the trade-off is likely to be a lower take-up, which may be inefficient




during a sharp recession. This study is being updated with more recent data, but the re-
sults are not available yet.

Other studies, based not on macro- but on micro-econometric calculations, are more pes-
simistic about the effects of STWA on preserving employment. Thus, Calavrezo et al (2009)
investigated the relationship between STWA and firm redundancy behaviour on French data
over the period of 1996-2004. They found a positive and significant relationship between
the participation in STWA and redundancies by firms with at least fifty employees. More
precisely, long durations of STWA seem to indicate that establishments will lay off employ-
ees for economic reasons. This can indicate the following:

= STWA are an inefficient solution to avoid redundancies;

= STWA and redundancies are complement measures against economic difficulties;

= STWA are a policy for establishment in structural decline;

= Firms use STWA to calm down the social tensions before planned redundancies.

Speckesser (2009) uses German data (GSOEP and IAB Establishment Panel from the
1990s) to test the effects of STWA on employees and enterprises. He comes to the conclu-
sion that the positive employment effect for short-time workers lasts for only three months
(afterwards the positive employment effect was not proved). There is some evidence of an
increasing difference between the wages of short-time workers and comparable other work-
ers, with much lower wages for short-time workers in the long run. For the enterprises the
total employment, the sum of business volume and investment are not significantly lower
due to the implementation of STWA. However, the firms implementing the programme
seem to grow less dynamically and invest significantly lower per employee compared to the
estimated non-programme outcome (all this considering the selectivity of the programme).
Calavrezo et al (2010) deal with the relationship between STWA and the establishment exit
in France over the period of 2000-05. The main conclusion is that companies (with less
than fifty employees) that are making use of STWA in one year have a lower probability of
survival in the following year. The same effect, although somewhat delayed, is found also
for larger companies. The authors perform tests that confirm a good control of the selection
bias. De Groot et al (2012) use firm-level data to measure the effects of the Dutch STWA.
They do not find robust results (negative or positive) of participation on the level of em-
ployment in enterprises, but they are careful in drawing strong conclusions since the en-
dogeneity of STWA appears difficult to correct for.

We can see that the available literature on effects and impacts of STWA during previous
times of crisis and, where available, during the current crisis, does not allow us to come to
a strong conclusion on the effectiveness of the measures. The available research on this
topic does not lead us to clear picture of the effects and impacts of STWA over the years. It
is interesting that the macro-econometric papers seem to draw more positive conclusions
than those studies based on micro-econometric analyses. In order to be better able to in-
terpret the results of earlier studies, we need to take a closer look at the calculations that
have led to these conclusions. In the following section, we therefore revisit the macro-
econometric research and present the results of our own macro-econometric analysis, in
which we tried to reproduce the results of the papers studied but also to provide some ad-
ditional analysis by testing alternative specifications but also sectoral differences and how
the design of the STWA influence the effectiveness of the schemes. In part C of this report,
we present the results of our own micro-econometric analyses in the countries Germany,
France and Austria.




5.2.2 Critical analysis of macro-econometric literature

As we can read in the preceding paragraph, all studies based on macro-economic data find
that STWA contributed to saving jobs during the crisis. However, they base their conclu-
sions on quite a wide range of hypotheses and estimated effects. In addition, it is not al-
ways clear in the papers whether the authors have tested alternative specifications of their
models, and what the results were.

Short run vs. long run effects

First of all, it is interesting to note that almost all models estimated so far measure a tem-
porary effect of STWA on employment: they test the effect of STW take-up on the change
in, rather than the level of employment (see Table 1.11 in the Annex for an overview of the
model specifications and the methods used). They assume that STW use only influences
employment in the short run, for instance because it makes it possible to avoid lay-offs in
difficult times. The only exception is the first model estimated by Cahuc and Carcillo
(2011), without instrumental variables: they estimate the effect of a change in STW on the
change in employment, which is equivalent to assuming that the level of the former has an
impact on the level of the latter. This corresponds to the hypothesis that STW has an effect
on employment in the longer run, for instance because employers are less reluctant to hire
people in presence of an STW scheme which reduces the risks of too high labour costs in
difficult periods. Cahuc and Carcillo do not, however, find any evidence of such an effect.

Through which channels does STW affect employment?

Second, it is important to have a more specific look at the way STW is included in the mod-
els estimated in the literature: whether it is taken up alone or crossed with other variables
does matter for the interpretation of the results. Table 5.1 summarizes the effects meas-
ured in the literature for different specifications of the STWA variables.

Direct effect of STW

When the STW take-up rate is included on itself in the model, Boeri & Bruecker (2011) find
a negative and significant effect on employment (both using standard OLS and instrumental
variables), while Cahuc & Carcillo (2011) find an insignificant or negative effect when using
OLS and the change in STW take-up rate, and a positive one when using instrumental vari-
ables and the level of STW take-up. OECD (2010) finds no significant effect of the average

take-up rate by country on employment.

The other two studies do not include STW take-up on itself in their models, but crossed this
variable with output growth and/or a crisis dummy. Either they assumed that STW only has
an effect on employment through mediating the effect of output growth on employment
growth, which is an assumption one may want to test, or they did not include it because it
appeared to have no significant effect. The authors do not report whether they tried this
possibility and what the results were. For instance in Arpaia et al. (2010), it would have
been an interesting option to take up the dummy for STW on its own in the model. It would
have been a way to test for a long-term effect of STW on employment®. The authors do not
report why they do not do so.

! Because they include a lagged value of employment in their model, estimating the effect of the level STW on
the change in employment is equivalent to estimating its long-run effect.




We observe that the estimated effect of STWA on itself does vary a great deal across stud-
ies and that it is not clear how this variation can be explained.

Table 5.1 Specification and effects of STWA in the literature

Reference STW variable effect on employment growth

Arpaia et al. (2010) crisis dummy * STW dummy positive significant (1 percent level)

Boeri & Bruecker STW take up rate negative significant at the 5 percent level
(2011) GDP growth * STW take up rate negative significant at the 10 percent-level

(thus favourable impact on employment in
case of drop in output)

Cahuc & Carcillo change in STW take-up rate (before- insignificant when estimated with OLS (posi-
(2011) during crisis) tive effect on unemployment in 2008, at 1
percent level)
STW take-up rate positive significant at the 5-percent level

when instrumented by lagged take-up rate
and permissible reductions in weekly working
time which can be compensated before 2008
Hijzen & Venn (2011) Output growth*average STW take-up insignificant (permanent workers)
rate by country
Output growth*average STW take-up  negative significant at the 1-percent level

rate by country*crisis dummy (permanent workers) (thus favourable impact
on employment in case of drop in output)
OECD (2010) average STW take-up rate by country insignificant
Output growth*average STW take-up  positive significant at the 1-percent level
rate by country (permanent workers)
Output growth*average STW take-up  negative significant at the 5-percent level
rate by country*crisis dummy (permanent workers) (thus favourable impact

on employment in case of drop in output)

STW as a moderator of the effect of changes in output on employment

Boeri & Bruecker (2011), Hijzen & Venn (2011) and OECD (2010) include in their models a
cross-term of output growth with STW take up. The idea there is that STWA helps to tem-
per the effect of changes in output on changes in employment: in difficult times, STWA
make it possible to avoid lay-offs, and it may also temper the increase in employment when
output increases again, because firms have built a stock of unutilized labour during the
STW period, which they can use before hiring new employees. The question is whether and
in how far both effects appear in practice.

Boeri and Bruecker find a negative and significant effect of such a cross-term, which seems
to indicate that STW always tempers the effect of output changes on changes in employ-
ment. Hijzen & Venn find no significant effect of such a cross-term, and the OECD finds a
positive and significant effect, but both find that the same cross-term has got a negative
and significant effect when crossed with a dummy indicating the crisis period.

To summarize: Boeri and Bruecker find that STW always tempers the effect of output
growth on employment, which is only a desirable result for quite important declines in out-
put, while Hijzen & Venn and the OECD find that STW either does not influence or does re-
inforce the effect of output growth on employment, except in the crisis, where it does limit
the negative effects of a drop in output. The results of Arpaia et al. (2010) seem in line
with this latter finding, since they find that STW has got a positive effect on employment in
the crisis. Cahuc and Carcillo do not at all include output growth in their analysis, which is




quite surprising, as one would expect it to be a crucial determinant of employment. They
also limit their analysis to the before-during crisis period (2007-2008 or 2007-2009). It
would have been interesting to see whether their results also hold for a longer estimation
period.

Conclusion

In the end, the models show that STWA has had a positive effect on employment in the cri-
sis. However, it is not clear how this effect was brought about. It is an effect of STWA by
itself or does STWA only mediate the effect of changes in output? It is an effect which ap-
pears only during the crisis, whereas STW is detrimental to employment in ‘normal’ times
(as suggested by Boeri & Bruecker)? Or is STW always good (or at least not bad) for em-
ployment in that it reinforces (or at lead does not hinder) the effect of economic growth on
employment, but even more so in the crisis because it tempers its effect (as the results by
Hijzen & Venn and the OECD suggest)? Is there a long-run effect in addition to the short-
term effect? Better knowledge of the way STW influences employment would increase the
reliability and usefulness of the results presented.

5.2.3 Reproduction and robustness check of earlier results

It is interesting to test alternative specifications of the models presented in existing papers,
to check alternative hypotheses and the robustness of the results obtained. Alexander Hi-
jzen and Pierre Cahuc kindly provided us with the data they used in their papers, so that
we were able to reproduce and check some results. We first check the sensitivity of the re-
sults to changes in specification and in data used. Second, as an additional robustness
check, we examine the effects of STW on employment for different sectors. Our regression
results are presented in the Annex.

Sensitivity to specification and data issues

First, we wanted to check whether STW had an effect of its own on employment in the
models which did not check for this possibility. We find that the average STW take-up rate
in the crisis has no effect of its own on permanent employment when added to the model
by Hijzen & Venn (2011) (see Table 1.5). However, we note that including this variable in
the model leads to an increase in the coefficient on the cross-term of output, average STW
take up and the crisis: from -10.8 to -11.1. Similarly, if we include in the model by Hijzen
& Venn another set of dummies than time dummies, namely country and time-by-industry
dummies, as in OECD (2010), the coefficient on the cross term of output, crisis and STW
take-up becomes even bigger (-13.02) (see Table 1.6). Such changes in the coefficient fol-
lowing slight changes in the specification of the model have implications for the estimation
of the number of jobs saved by STW.

When we re-estimate the model estimated by the OECD (2010) on the basis of the data by
Hijzen & Venn (2011), we come to qualitatively very similar results. However, the coeffi-
cient on the cross-term of output, crisis and STW is higher than reported by the OECD: -
9,117 instead of -8,628 (see Table 1.7). This difference could be due to the fact that Hijzen
& Venn (2011) do not include Poland in their baseline estimations (n = 1,632), while the
OECD (2010) does (n = 1,724). However, when we add the information on STW take-up
rate for Poland to the dataset, our results become even more different from those reported
in the OECD paper: the coefficient on the cross term of output, crisis and STW further in-




creases in magnitude, up to -12.7 depending on the way STW take-up rate and the crisis
dummy for Poland are defined (see Table 1.8). It is not clear where the difference between
the estimations reported by the OECD and our estimations comes from. It is not surprising
that the decision to include Poland in the sample matters in our estimations, since perma-
nent employment appears to be particularly responsive to a change in output in this land
(see Figure 1.22, panel A in OECD (2010)). This means that the results are quite sensitive
to changes in the estimation sample. OECD (2010) already notes the sensitivity of the re-
sults to the inclusion of Ireland in the sample. Hijzen & Venn (2011) also stress that their
results are sensitive to the exclusion of Belgium and Ireland. In any case, the changes in
coefficients due to use of different data and/or inclusion of different countries in the sample
have implications for estimations of the number of jobs saved by STW take-up schemes.

Estimations by sector

One can also suppose that the effect of STW on employment is dependent on the sector. To
check for this possibility, we first estimated separate models for the four big sectors re-
tained by Hijzen & Venn (2011) and the OECD (2010): manufacturing, construction, dis-
tributive services and business services. In this case, the coefficient on the cross-term of
output, crisis and STW take-up remains significant only for the manufacturing sector, but
not for the other three. There is however a possibility that the lack of significance of the
results is due to the limited sample size in each sector (n = 408).

Therefore, we also estimate a model in which the cross-term of output, crisis and STW
take-up is crossed with each of the four industry dummies. In this case, we find that the
coefficient on the cross-term is significant for manufacturing and distributive services only
(see Table 1.9).

We also estimate the same model with the cross-term of output, crisis and STW crossed
with industry dummies, with the STW take-up rate defined at industry rather than country
level. The sample size is much smaller in this model (n = 988), but our results are similar
in qualitative terms: STW has got a significant impact on employment in manufacturing and
distributive services, and not in the other two sectors (see table 1.10).

This is a logical result, as manufacturing was the sector in which use of STW increased most.

Conclusion

Our own estimations show that the estimated effect of STW on employment is influenced in
a non-negligible manner by the specification of the model and the data used. Therefore, it is
interesting to have a look at the implications of such variation in the estimated coefficients
for the estimations of the number of jobs saved by STW. This is addressed in section 5.2.4.

5.2.4 Model estimation

After comparing the results of the different models estimated in the literature so far, we
estimate our own model, on the basis of data which covers 23 OECD countries from the
first quarter of 2004 till the last quarter of 2010 and combines information about employ-
ment, GDP and use of short-time working arrangements.?

! we would like to thank Alexander Hijzen (OECD) for making this data available to us.




Model and method
We estimate the two following models, which correspond to two different hypotheses about
the relationship between the use of STW and employment outcomes at country level:

(1) Al = By + BAY, + B,STW, + B,STW, * Ay, +¢&
(2) Iy = By + BYi + B, STW, + B,STW, * Ay, +t+¢

where [ is the log of employment, y is the log of GDP (in dollars), STW is the share of em-
ployees who benefited from short-time working employment in a country, and t is a time
trend included to proxy technological progress.

Model (1) examines how the use of STW influences the change in employment, while model
(2) measures the impact of STW on the /evel of employment. The first model is very similar
to the one estimated by Boeri & Bruecker (2011), while an analysis in levels has not been
conducted so far to our knowledge.

With the STW term, we want to measure the direct effect of STW on employment. With the
cross-term of STW and change in GDP, we measure the indirect effect of STW, i.e. how
much STW tempers the effects of output shocks on employment. In addition, we include
country dummies in the models, and time dummies in the model in changes (model 1).
Employment is measured in three different ways here: the total nhumber of employees, the
number of permanent employees and the number of temporary employees. This makes it
possible to distinguish the effects of STWA for different groups in the population. As in the
estimations conducted by Hijzen & Venn (2011), the standard errors in our estimations are
clustered within countries.

Effect of STW on the change in employment

The following three tables present the estimation results of model 1, i.e. the effect of the
share of employees making use of short-time working agreements on the change in the
number of total, permanent and temporary employees.

The negative and significant coefficient on the cross-term of STW and the change in GDP in
the first table indicates that STW helps to at least partially offset the negative effects of
negative output shocks on the change in the total of employees in a country. The other co-
efficients associated with STW in the three tables below are not significant. This suggests
that STW has no direct effect of itself on the change in employment. It also means that the
offsetting of output shocks can only be observed when we look at total employees, and not
at for specific groups as permanent or temporary employees. The positive and significant
effect of the change in output on the change in employment, which is found in the first two
tables, is as one would expect.




Table 5.2

Effect of STW on the change in the total humber of employees

N 768
R? 0.37
Coef. t P> |t|
Ay 0.0417 2.72 0.012
STW 0.0004 0.67 0.512
STW*Ay -0.0083 -2.11 0.046
Table 5.3 Effect of STW on the change in the number of permanent employees
N 671
R? 0.24
Coef. t P>|t|
Ay 0.0488 1.93 0.067
STW 0.0009 1.34 0.196
STW*Ay 0.0045 0.54 0.596
Table 5.4 Effect of STW on the change in the number of temporary employees
N 661
R? 0.32
Coef. t P>|t|
Ay -0.2343 -0.99 0.331
STW 0.0004 0.12 0.905
STW*Ay -0.0328 -1.12 0.274

The results presented here are a bit different from the estimation results by Boeri &
Bruecker (2011). They estimate a model very similar to ours for only 16 OECD countries
and a shorter estimation period, and find both a negative direct effect of STW on the
change in employment and an offsetting of output shocks by STW. The second effect over-
rules the first one, leading to a positive effect on employment, in the case of a sufficient
drop in output. Our results are more optimistic as far as the effects of STW are concerned,
as we find no direct negative effect of STW on employment.

Effect of STW on the level of employment

After estimating the effect of STW use on the change in employment, we examine its effect
on the level of total, permanent and temporary employment. The estimation results of
model (2) are presented in the three tables below.

As in the model in changes, we estimate a negative and significant coefficient on the cross-
term of STW and change in GDP. We again find that the use of STW helps to moderate the
effect of output shocks on employment. This is true for both total employment and perma-
nent employment. We observe no direct significant effect of the share of employees bene-
fiting from STW on total or permanent employment. If we look at temporary employment,
however, the picture is different. Here, STW use appears to have a negative direct effect,




and it does not play any role in temperating the effects of output shocks on employment.
This suggests that the use of STW principally benefits permanent workers, while temporary
workers seem to be rather disadvantaged by it.

Further, we find a positive and significant effect of GDP on employment in the first two ta-
bles, which is a logical result. Also the negative coefficients on the time trend variables in
the first table are a familiar result, as they indicate that less labour is needed as technol-
ogy improves, all other things being equal. One would however expect the coefficients on
the time trends to be bigger and more significant. The insignificance of the GDP variable in
the third table raises more questions, as does the positive coefficient on the time trend.

Table 5.5 Effect of STW on the total number of employees
n 768
R? 1.00
Coef. t P>|t|
y 0.1722 4.68 0.000
STW -0.0011 -0.30 0.765
STW*Ay -0.0349 -2.73 0.012
time -0.0005 -0.81 0.429
Table 5.6 Effect of STW on the number of permanent employees
n 708
R? 0.99
Coef. t P>|t|
y 0.1552 4.75 0.000
STW 0.0012 0.38 0.705
STW*Ay -0.0347 -4.61 0.000
time -0.0006 -0.79 0.439
Table 5.7 Effect of STW on in the number of temporary employees
n 703
R? 0.99
Coef. t P>|t|
y -0.0151 -0.12 0.905
STW -0.0178 -1.77 0.091
STW*Ay 0.0448 0.89 0.385
time 0.0053 1.96 0.063




The share of jobs which have been saved during the crisis thanks to short-time working ar-
rangements can be computed by multiplying the coefficient on the cross-term of STW and
change in GDP with the average take-up of STW in the crisis and the average drop in GDP
during the crisis. This percentage can be applied to the total number of jobs to find out
about the number of jobs saved. For our estimations, we use average STW take-up, drop in
output and total employment in 2009. The resulting number of jobs saved is presented in
the next section and compared with the other estimations in the literature.

Is the effect of STWA the same in good and in bad times?

Thanks to the fact that our dataset ranges until before and after the crisis, we can test
whether the use of short-time working has had a significantly different impact on employ-
ment during the crisis, compared to other periods. To do so, we add to the model explain-
ing the level of permanent employment presented above cross-terms of the two STW vari-
ables (the linear STW variable and the cross term of STW with change in GDP) with a
dummy variable indicating whether a country has just experienced a quarter-on-quarter
drop in output (a kind of ‘bad time indicator’). The idea behind this model is that if the ad-
ditional cross-terms with the ‘bad time indicator’ is significant, it indicates that short-time
working has got a different effect on employment in a crisis period. The estimation results
are presented in the table below.

Table 5.8 Effect of short-time working on the number of permanent employees, in-
cluding a ‘bad time indicator’

n 708
R? 0.99

Coef. t P>|t|
y 0.1554 4.70 0.000
STW 0.0016 0.44 0.663
STW*Ay -0.0426 -2.23 0.036
STW*drop -0.0004 -0.13 0.895
STW*Ay*drop 0.0113 0.28 0.780
time -0.0006 -0.79 0.440

We can see that the newly introduced cross-terms with the ‘bad time indicator’ have no
significant effect on employment. This suggests that the effect of short-time working ar-
rangements on employment is not significantly different in crisis periods and in growth pe-
riods. This suggests that short-time working arrangements always moderate the impact of
output shocks on employment: they limit employment losses in bad times, but probably
also limit employment growth in good times.

5.2.5 The number of jobs saved by STWA

We have seen that the coefficients in the regressions can be subject to substantial variation
depending on the specification of the model and the data included. Here, we first present
the impact on the estimation of the number of jobs saved by STW of such a change in coef-
ficient. We then present a range of estimations for the number of (permanent) jobs saved
by STW, as estimated in previous literature and by ourselves.




Impact of a 1-point change in the estimated coefficient

In Hijzen & Venn (2011), the relevant coefficient to estimate the number of jobs saved is
that of the cross-term of output, crisis and STW take-up. To obtain their estimate of the
number of jobs saved, they multiply it with average STW take-up in the country during the
crisis and the total output loss during the crisis in the country. We reproduce their calcula-
tion of the impact of STW on permanent employment based on their baseline specification,
and examine the effect of increasing the magnitude of the coefficient of interest with 1
unit. We see that the proportional impact increases by 0.05 percentage points on average,
ranging from almost no difference for countries as Norway and Portugal, to a difference of
0.15 percentage points for Belgium. In terms of the absolute number of jobs saved, an in-
crease in 1 point in the magnitude of the coefficient can increase the estimates by more
than 25 000 jobs for a country as Germany.?

Table 5.9 Impact of an increase by one unit in the relevant coefficient for the estima-
tion of the number of jobs saved by STW schemes

Country change in the proportional impact of STW change in the number of jobs saved
(in percentage points)

At 0.01 462
Be 0.15 5067
Cz 0.05 2020
De 0.08 25918
Dk 0.01 172
Es 0.03 3529
Fi 0.09 1742
Fr 0.01 2102
Hu 0.01 347
It 0.09 1483
Jp 0.10 45927
NI 0.01 656
No 0.00

Pt 0.00 45
Average 0.05

-

Because the existing studies and ours present different estimations, and because we have
seen that the estimated coefficients used to estimate the number of jobs saved can vary a
lot, we present here a range of different estimations.

It is important to note that the differences between countries in the table is only due to variation in STW
take-up and decline in GDP, as the coefficient on STW is assumed to be the same for all countries. The table
only illustrates how a 1-point change in the coefficient common to all countries affects the results for each
country.




Next to our estimations, we present the estimations by Boeri & Bruecker (2011), the OECD
(2011) and Hijzen & Venn (2011). We add estimations which we computed ourselves on the
basis of the model by Hijzen & Venn, defining a lower and a higher limit for the coefficient of
interest. These limits are -6 and -15 respectively. They correspond roughly to the range of co-
efficients obtained in the different estimations we present here, and also roughly correspond
to adding and subtracting a standard deviation to or from the coefficient estimated by Hijzen
& Venn themselves. (The coefficient was -10.678 and the standard deviation 3.691.)

Table 5.10 Range of the estimated number of jobs saved by STW schemes

our estimation Boeri & OECD (2011) Hijzen & Venn H&V lower H&V higher
Bruecker (2011) limit limit
(2011)
n permanent njobs npermanent npermanent n permanent n permanent
jobs jobs jobs jobs jobs
Austria 1232 2842 3983 4971 2770 6925
Belgium 8260 22535 43317 54560 30401 76003
Canada 2741
Czech Republic 5986 10558 17307 21746 12117 30293
Denmark 667 1471 1852 1032 2580
Germany 53129 82725 221541 279080 155505 388763
Spain 5909 30400 30253 38004 21176 52940
Finland 2951 13023 15300 18762 10454 26136
France 9505 11067 18061 22636 12613 31532
Hungary 2576 3506 3013 3737 2082 5206
Ireland 2216 9469
Italy 32813 89416 123975 156971 87465 218663
Japan 395855 494538 275560 688900
Netherlands 3550 4500 5628 7068 3938 9846
Norway 1886 103
Poland 44
Portugal 366 382 481 268 670
Slovak Republic 586
Total 10 countries 125911 270572 482379 607535 338522 846306
Total 13 countries 880086 1104406 615382 1538456

We see that the range of estimations is very broad. In particular, we note that Boeri &
Bruecker (2011), who use a method quite different from that used by OECD (2010) and Hi-
jzen & Venn (2011), come to a much lower estimate, in some cases even lower than our




lowest limit computed on the basis of Hijzen & Venn, although they are counting jobs
rather than permanent jobs. Our own estimation of the number of permanent jobs saved is
clearly the lowest. It is closest to the results of Boeri & Bruecker, which is logical as the
model we estimate is most similar to theirs. The broad range of estimations indicates that
the existing estimations should be treated with caution.

The estimation of the deadweight losses is dependent on the estimation of the number of
jobs saved by STW schemes. This means that it is also difficult to estimate deadweight
losses precisely. In the results published so far, the estimations of the number of jobs
saved were lower than the use of STW in FTE’s. This suggests that there are some effi-
ciency losses.

5.2.6 Influence of characteristics of STW schemes

Another question of interest is to know how the characteristics of the STW schemes matter
to the effect of STW on employment. This question has not been addressed in the literature
so far.

We first thought about constructing clusters of countries on the basis of the characteristics
of the STW schemes, but it was difficult to recognize patterns which could have formed a
basis for the definition of such clusters. In general, eligibility requirements (such as eco-
nomic need, the presence of a collective agreement or eligibility of beneficiaries for unem-
ployment benefits) were present in a majority of countries, whereas further conditions for
use of STW schemes were only present in a minority of countries. It was therefore difficult
to make a clear difference between countries on the basis of the strictness of their rules, for
instance. To illustrate this: Cahuc & Carcillo (2011) construct an index based on the sum of
constraints imposed by a country to the use of STW. This index can in theory range from 0
to 7, but in practice, the overwhelming majority of countries scores between 2 and 4.

This is why we chose for examining the role of each characteristic taken separately. We
added to the model by Hijzen & Venn (2011) a cross-term of output, crisis, STW take-up
rate and a given STW characteristic. The idea is that the coefficient on the cross-term of
output, crisis and STW take-up rate in the model can be interpreted as the baseline effect
for all countries, while the effect of the new additional cross-term is the additional effect of
STW on employment for those countries which possess the characteristic taken up in the
cross-term. Systematized information on characteristics of STW schemes, which forms the
basis of this analysis, is presented in OECD (2010), Annex 1.Al1. We also use further indica-
tors constructed on the basis of this data by Cahuc & Carcillo (2011) and Boeri and
Bruecker (2011).

We first use STW take-up in terms of the nhumber of employees participating, as in the mod-
els by Hijzen & Venn (2011), to enable direct comparison with their results. However, the dif-
ferences between countries resulting from those estimations reflect both differences in the
reduction of working time per participant and differences in the effectiveness of STW across
countries. Therefore, we also conduct the same analyses with STW take-up measured in
FTE's. We would like to stress that the use of dummies implies that the effect of STW in
countries with a given characteristic is estimated on the basis of a very small sample.




We crossed different STW characteristics with output, crisis and STW take-up rate. The re-
sults we obtained are summarized in table 5.11 below.

Table 5.11

teristics of the STW scheme

Effect of STW on permanent employment when crossed with different charac-

STW characteristic

STW characteristic measured as

STW share measured in

STW share measured in

controlled for n of employees FTE's
Coeff. on Coeff. on Coeff. on Coeff. on
output * output * cri- output * output * cri-
crisis * sis * STW crisis * STW sis * STW
STW take-up * take-up take-up *
take-up STW charac- STW charac-
teristic teristic
Eligibility requirements
economic need dummy per country (OECD 2010) - + St XKk
requested 19 countries have this requirement
collective agree- index per country (OECD 2010, Cahuc & - =¥ - =Xk
ment requested Carcillo 2011)
UB eligibility re- Dummy per country (OECD 2010) -¥¥ B -xEK -
quested
Total requirements Sum of 3 variables above (Cahuc & Car- + =Xk - -
for eligibility cillo 2011)
Eligibility index index measuring whether collective - - St +
agreement, UB eligibility of beneficiaries,
a minimum number of hours or justifica-
tion of economic need are required (Boeri
& Bruecker 2011)
Other conditions
Conditional on Dummy per country (OECD 2010) -k* + Ealala =kkk
training
Conditional on index per country (OECD 2010, Cahuc & =k* + =% +
recovery plan Carcillo 2011)
Conditional on no  Dummy per country (OECD 2010) =** - -k* -k*
dismissal
Conditional on job index per country (OECD 2010, Cahuc & =kkok - =%* +
search Carcillo 2011)
Total conditions Sum of 4 variables above (Cahuc & Car- =k* + =** X%
cillo 2011)
Entitlement index index measuring whether training work- =k* + =** X%
ers, a restructuring plan, the absence of
dismissals, or job search by employees
are required to continue to be eligible for
STW (Boeri & Bruecker 2011)
Total constraints Sum of total requirements and total con- + =k* -* +
ditions (Cahuc & Carcillo 2011)
Costs to employers and employees
Costs index Index based on the share of the running =k* - =%* +
costs of STW which are paid by the em-
ployer (Boeri & Bruecker 2011)
Elasticity index Index measuring the responsiveness of - + + -

STW replacement rates to the extent of
hours reductions (Boeri & Bruecker 2011)




We see that the cross-term of output, crisis, STW and STW characteristic is negative and
significant in a number of cases. This is the case for: the requirement for a collective
agreement (valid for both measures of STW); the requirement for UB eligibility, the sum of
eligibility requirements, and the sum of constraints (when STW take-up in measured in
number of employees); the use of STW being conditional on training and the use of STW
being conditional on no dismissal (when STW take-up is measured in fte’s). This negative
and significant coefficient indicates that the presence of the specific requirement reinforces
the indirect effect of STW on employment, i.e. it increases the power of STW to temperate
the impact of output shocks on employment.

In the case of the requirement of a collective agreement, the results obtained suggest that
STW schemes only have effect in countries in which this requirement exists. We have to
stress that the number of countries in which no collective agreement is required is limited.
These are: Hungary, Ireland (not included in the sample), Norway, Portugal and Spain.

The significant results found for the total number of requirements and the total nhumber of
constraints (when STW take-up is measured in number of employees) can probably be ex-
plained by the fact that those variables also measure whether a collective agreement or
eligibility for unemployment benefits are required, or whether training of employees or no
dismissal are conditions for STW use. For these two variables, only the term crossed with
the STW characteristic is significant, while the cross term of output, crisis and STW loses
its significance. This is consistent with the argument by Hijzen & Venn (2011) that when
estimating a model in first differences, the average take-up rate of STW in the crisis can be
considered as a proxy for the attractiveness of STW, and therefore as exogenous. If both
the cross-term of output, crisis and STW and the cross-term of this variable with STW
characteristics measure STW attractiveness, it is logical that only one of both remains sig-
nificant in a model where they are taken up jointly.

However, one should also be cautious with these results: it is surprising that the aggregate
measures of requirements and conditionality are only significant when STW is measured in
number of employees. Even in this case, the total number of eligibility requirements as
measured by Cahuc & Carcillo (2011) is significant, whereas the index computed by Boeri &
Bruecker (2011), which measures almost the same, is not.

When STW take-up is measured in fte's, the cross-terms containing the measures of condi-
tionality computed by Cahuc & Carcillo (2011) and Boeri & Bruecker (2011) even turn out
to be positive and significant. This suggests that the number of conditions put on the use of
STW weakens the capacity of STW to temperate the effects on employment of output
shocks. However, we also found that making STW conditional on training or on no dismissal
has got rather reinforcing effects for the temperating capacity of STW. This may suggest
that those two conditions have good effects, while too many conditions have perverse ef-
fects. However, this is a tentative conclusion which would need to be further checked.

When the cross-term of output, crisis and STW is crossed with the requirement of proof of
economic need, both cross-terms containing STW become insignificant if STW is measured
in number of employees. If STW take-up is measured in fte’s, the new cross term contain-
ing the requirement of economic needs has got a positive effect, offsetting a bit of the

power of STW to temperate negative output shocks. This result is probably due to the fact
that almost all countries which have a STW scheme also do require proof of economic need




(except for Denmark, Ireland, the Netherlands and Portugal). As a result, both cross-terms
measure essentially the same thing and become insignificant or take opposite signs.

In the end, our results suggest that the requirement for a collective agreement to use STW
is a crucial factor for the success of the measure, and that some other requirements may
help to reinforce its effects, such as requiring UB eligibility of beneficiaries, or making STW
use conditional on training or on no dismissal. The results about the other requirements
are, however, not robust across different measurements of STW take-up.

We also use data about the costs of STW to employers and employees. However, the cross-
terms of output, crisis and STW and those two index variables are not significant. In the
case of the index measuring the responsiveness of STW replacement rates to the extent of
hours reductions, both cross-terms become insignificant, which is a puzzling result.

5.2.7 Conclusions of the macro-econometric analysis

The literature which examines the effect of STWA on employment during the crisis con-
cludes that STWA have helped to preserve jobs. However, there is no unanimous picture of
the way this effect is brought about. It is unclear whether STWA have an effect of them-
selves or only through moderating the effect of a drop in output. It is also unclear whether
STWA only mitigates the effect of output drops, or of any kind of change in output. So far,
the literature mainly concentrated on short-term effects of STWA, but less is known about
potential long-term effects of such measures.

Our own estimation results suggest that STWA have no direct effect on the level of em-
ployment, but that they temperate the effect on employment of output shocks. This effect,
however, seems to appear both in crisis times (which is desirable) and in growth times
(which is less desirable, as it keeps the employment level down).

It is difficult to obtain a precise estimate of the size of the effect of STWA on employment.
Reproducing some of the results of the existing literature shows that the estimated size of
the effect is quite sensitive to the specification of the model and to data issues. We also
find some indications that the effect of STWA varies across sectors. The variations observed
in the estimated coefficients correspond to important variations in the estimation of the
number of jobs saved by STWA. The range of the possible number of jobs saved is there-
fore very broad. The total of jobs saved could range from 125 000 to 850 000 in the 10
countries for which we have evidence from our own estimations, Boeri & Bruecker (2011),
OECD (2010) and Hijzen & Venn (2011).

We also examine the role of different characteristics of the STW schemes for the effect of
STW on employment. We find some evidence that the requirement for a collective agree-
ment is essential for STW to have effect. We also find and that the conditions that benefici-
aries are eligible for unemployment benefits may matter, as well as putting the use of
STWA on condition of training or of no dismissal. These latter results are however not ro-
bust and would require further examination. We do not find evidence that other character-
istics of STW schemes, such as the requirement to set up a recovery plan, reinforce the ef-
fect of STW on employment.




5.3 Lessons Learned

Judging from the information presented above, we can already come to some conclusions
on what the recent experience of STWA in the countries under examination tells us. We
have seen that the effects of STWA are not easy to isolate from the general development
within the economy and within a specific company. In general, countries see STWA as suc-
cessful and effective interventions, but this perception is only rarely based on comprehen-
sive evaluations. This also has to do with the difficulty in constructing the counterfactual,
i.e. understanding what would have happened in the absence of STWA. Reconstructing the
results of earlier macro-econometric analyses has shown that the effects of STWA on em-
ployment and the associated deadweight losses and displacement effects are very sensitive
to specific factors. These factors are connected to the context within which the STWA are
implemented and to the desigh of the measures themselves. While the analyses confirm
that the measures have had effect, it remains unclear how exactly this effect has been
achieved.

Earlier studies have identified specific aspects of the design and implementation of STWA
that can determine the effectiveness of the measures. Thus, Vroman and Brusentsev
(2009) recommended allowing more flexibility into STWA. Mandl| at al (2010) suggested
that STWA should only be targeted at companies which are in difficulties beyond the control
of management to avoid displacement effects. Including social partners in the scheme, let-
ting employers pay part of the benefits and making use of all the possibilities for internal
flexibility were recommended to achieve this goal. Based on our qualitative research, these
recommendations can be confirmed. The requirement of economic need and the costs to
employers are however no significant factors in our own macro-econometric analysis.

Thus, most countries emphasise the importance of residual costs or employers which makes
sure that companies do not rush into short-time work. Participation within STWA has to be
based on a sound calculation of benefits and costs and by committing employers to pay a
part of the costs, ineffective interventions can be prevented. Especially the experience in
Germany, but also for example in Austria emphasise this point. The views on conditionality
requirements, such as dismissal protection for participating employees however differ.
These may be too restrictive and prevent companies from participating due to the insecu-
rity of the situation, when STWA may actually help provide more security. The macro-
econometric analysis indicates that the use of social partner agreements is essential in de-
termining the effectiveness of STWA. In addition, most commentators recommend the use
of training in the context of the measures. This is also confirmed by at least some of our
estimation results. In fact, most arrangements have a training element to them, some
more intense than others. Again, there are different approaches to maximising the effi-
ciency of training. Compulsory participation can be one of them, but it might also discour-
age companies from taking part. The inclusion of transversal skills training remains a ques-
tion to be solved.

Nonetheless, it seems that, depending on the country in question, the STWA had a consid-
erable effect on the companies involved. Whether this effect is only short-term or also
long-term in nature remains to be seen. The key question that remains is how these differ-
ent aspects are of influence. Most present evaluations do not provide clear answers as to
how the different aspects interact with one another in practice and what the experiences of
the different stakeholders are. When looking at these experiences, it also becomes obvious




how important contextual factors are in determining the success of STWA. The development
of the economy in the years before the crisis, and the development of the crisis itself are
factors that are of crucial influence. Thus it is not surprising that the STWA in Germany ex-
perienced a completely different evolution than the scheme in Latvia. These dynamic
mechanisms that determine the influence of the different factors both on the implementa-
tion of STWA as well as on the effects and impacts will be explored in-depth in the following
part C of this report.







Part C: In-depth analysis of STWA in three countries
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In this part of the report we present the results of in-depth research we carried out in a
sample of three countries: Germany, France and Austria. We selected these countries in or-
der to delve more deeply into the way in which STWA work at country level and in individ-
ual companies in order to identify the working mechanisms and key features of specific
STW models. The selection of the three countries was based on the availability of necessary
data on the one hand and on the intensity of use of STWA on the other hand. Especially
Germany but also France are countries where STWA was used very extensively. While the
use of STWA in Austria was less intense, it provides a good case of STWA in a smaller
country.

In all of the three countries we carried out micro-econometric analyses of establishment
level or individual level micro data in order to measure the effectiveness of the arrange-
ments. To understand the context within which the STWA were implemented, we also car-
ried out in-depth interview with stakeholders at the responsible ministries, employment
agencies and social partner organizations at national and sectoral level. To get a good idea
of how the specific STWA were really applied within companies, we carried out qualitative
interviews with some exemplary cases of STWA use, both in very large companies as well
as in SMEs. This gives us a good understanding of the context and mechanisms which lead
to the results identified by our econometric analysis.







6 Country case: Germany

The German case of STW, called Kurzarbeit, has already been referred to repeatedly in this
report. It represents the most extensively used STWA in Europe during the recent crisis. At
its highest point, the Germany system catered for 1,422,667 employees. In this section we
describe the origins of the German system, the context and manner in which it was imple-

mented throughout the crisis, the mechanisms that are at work at company level and how

these factors relate to the effectiveness of the instrument.

6.1 The impact of the 2008-2009 crisis in Germany

We start by taking a look at the economic context and the impact the recent crisis had on
the German economy. In the beginning of the last decade, the growth of the German econ-
omy was weaker than the EU27 average. In the year 2002 the German economy stagnated
with 0% growth, which was followed by a shrink of 0.2% in 2003. The growth in the years
2006 - 2009 was comparable with the EU27 average. In the crisis year 2009 the German
economy shrank with 4.7%. In the year 2010 it experienced a strong recovery with GDP
growing by 3.6%.

The unemployment rate was about 8% in the early 2000’s but it started to grow since late
2001. The peak unemployment rate levels in 2005 were exceeding 11.5% and were consid-
erably higher then EU27 average. After 2005 the unemployment rate was gradually de-
creasing until mid 2008 when it was as low as 7.3%. The effect of the 2008-09 economic
crisis on the German unemployment rates was relatively mild. Between the third quarter of
2008 and 2009 the unemployment rate rose by 1% and started to decline afterwards. The
current German unemployment rate is significantly lower than the EU27 average.
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Germany has had a relatively high proportion (between 45% and 60%) of long-term unem-
ployed in the last decade. By the end of 2010 almost every second German unemployed
could be classified as long-term unemployed. Throughout the decade, the German employ-
ment rate has been higher and increasing quicker than the EU27 average. Since late 2007,
the German employment rate exceeded 70% and has not significantly dropped as a conse-
quence of the 2008-09 crisis.




Both men’s and women’s employment rates increased in the last decade. However,
women’s labour market participation increased at a somewhat higher pace from around
58% in 2000 to about 66% in 2010. It is relatively approximately 8 percentage points
higher than the EU27 average. Men’s employment rate exceeded 76% in late 2010 com-
pared with about 71% in EU27.The German employment rate of the age group 55-64 was in
the first half of the decade comparable with the EU27 average (40%). However, in the sec-
ond half of the decade employment rates of Germans aged 55-64 increased rapidly and
reached 58% in the late 2010. Part-time working is in Germany relatively popular with one
out of four working part-time (less than 20% in EU27). The share of part-time employees
has been increasing during the decade. The proportion of temporary-contract employees in
Germany has been almost identical with the EU27 average. It has shown a slightly increas-
ing trend in the last decade when increasing from about 12% in 2000 to approximately
14% in 2010.

These statistics portray a picture of the German economy that was of central importance to
the German response to the crisis, including the use of STWA. Whereas in the early 2000s,
the German economy was lagging behind comparable EU member states, throughout the
decade it went through a process of restructuring which was also connected to a reorgani-
sation of the social security system including the unemployment insurance and the position
of the employment agency. In the years before the crisis, German businesses were reaping
the benefits of the restructuring and the economy was seen to be in good shape. Though
the recession hit the German economy hard, it was therefore clearly seen as an external
shock which was caused mainly by a collapse in exports.

Regarding employment, the main issue before the crisis was rather a shortage of skilled
personnel than rising unemployment. Companies were eager to keep their employees on
board and often had more work than they could carry out. This also led to a situation where
working time accounts were filled to a high level and employees were working overtime as
far as possible within the flexibility provided by collective agreements. All in all, this can be
interpreted as a rather favorable starting point for the use of short-time work during the
crisis.

6.2 The German STWA system and its evolution during the crisis

The German short-time working arrangement Kurzarbeit has already been in existence for

some time. Its origins go back to a law in 1910 and since the 1950s it has been in use in a

recognizable form. The German system is actually made up of three different measures of

which only one is relevant for this study. The system consists of:

= Seasonal short-time work (Saison-KUG): targeted at the construction sector and agricul-
ture, seasonal short-time work allows for temporary reduction of working time due to
adverse weather conditions

» Transfer short-time work (Transfer-KUG): this measure allows for a reduction in working
time in companies/sectors with a permanent decline in the volume of work or even in in-
solvency situation, and is usually combined with retraining measures and other pro-
grammes to support employees in finding alternative employment

= Cyclical short-time work (Konjunkturelles KUG): this measure allows for a temporary re-
duction in working time in cases where external causes have led to a considerable but
temporary decline in business activity.




It is this last kind of short-time work which is of most interest for this study. In the follow-
ing, by referring to Kurzarbeit we therefore mean the cyclical STW, unless specified differ-
ently.

In its original form, the German Kurzarbeit system can be seen as a relatively typical sys-
tem of short-time work. There are participation requirements and conditions in place. Only
companies who experience an unavoidable and temporary reduction in normal working
hours affecting at least one third of staff and resulting in a loss of income from work of
more than 10 per cent of the monthly gross salary can apply for use of the STWA. Compa-
nies first have to exhaust all their internal capacity for working time adjustments, such as
savings in working time accounts and other instruments aimed at internal flexibility.

An important aspect of the German system is the need for agreement between the work
council and the employer for starting and continuing the use of STW. For the first applica-
tion the work council and the employer need to set up a company agreement (Betriebsvere-
inbarung) in which they specify the plans and extent of the use of STW. Where this is not
possible or where no work council exists, the employer would in theory have to agree with
every single employee on a contractual change decreasing the working time. The coopera-
tion with the work council works as a collectivized substitute for individual negotiations.

In its original form, the duration of the German Kurzarbeit is limited to six months. The ex-
tent of work reduction can vary and can reach 100 per cent. Employees are reimbursed 60
per cent of the net salary for the reduced working time (67 per cent for employees with
children). The subsidy is paid out of the funds of the unemployment insurance, but not
connected to unemployment entitlements of the participating employees. In company or
sector agreements, social partners can decide to top up this compensation. Furthermore, in
the usual model of Kurzarbeit employers have to pay the full social security contributions
for the hours not worked. In addition, they continue paying full labour-on-costs for holiday
pay, public holidays and sick pay. Both employees and employers therefore have to accept
financial draw-backs in the system.

When the crisis hit the German economy in the last quarter of 2008, most actors were sur-

prised by the intensity of the economic decline. It was not unusual that companies experi-

enced a sudden drop in demand by 60 per cent or more. According to most respondents, it

was obvious to the stakeholders involved that Kurzarbeit was to play an important role in

tackling the crisis. This had to do with a number of factors:

m Kurzarbeit was certainly a well-known instrument from the past, though the experience
varied between different sectors

m Social partners and the government were united in their desire to prevent mass unem-
ployment. This was also connected to the memory of high unemployment in earlier parts
of the decade. Furthermore, general elections were planned for 2009, increasing the im-
portance of low unemployment for the political actors.

= Jt was clear to all actors that the crisis was mainly due to external developments, hitting
the entire economy with a decisive drop in world trade. The German economy had just
undergone a period of sometimes painful restructuring and was therefore principally in
good shape.

m Due to the decreasing levels of unemployment and the general positive economic situa-
tion in the years preceding the crisis, the financial reserves of the employment agency
were relatively high, justifying active involvement in unemployment prevention




Though STWA was one of the obvious responses to the crisis situation, it also quickly be-

came clear that in its original form it was not only characterized by a rather complicated

application procedure, but also not as attractive as it could be for allowing companies to

make extensive use of it. In policy debates at national level where the German response to

the crisis was discussed, social partners and companies therefore pressured the govern-

ment to ease not just the administrative, but also the remaining financial burden on com-

panies making use of STWA. This led to the following adjustments in the regulation of the

German short-time work arrangement which came into force in January 2009:

= the conditional criterion that at least one third of all employees are affected by reduced
working hours of more than 10% of the monthly gross wage is no longer applied;

= the duration of short-time work was extended from a maximum of six to a maximum of
18 months to allow for more intensive use and flexibility;

= the requirement to build up negative credit hours within working time accounts was
waived;

= the obligation of employers to pay for the social security contributions of employees in
STW was relaxed: 50% of the contributions were reimbursed; in cases where training
measures were implemented, 100% of the social security contributions were reimbursed;

By building incentives into the system related to training, the government aimed to encour-
age employers and employees to use the time in STW that could not be used for productive
activities. This did not only refer to the reimbursement of social security contributions, but
also to a subsidy for the costs of training programmes. For this purpose, a special priority
was introduced in the German operational programme of the European Social Fund. De-
pending on the type of training (transversal or specific skills), between 40 and 80 percent
of training costs could be covered by ESF subsidy. The money that short time workers re-
ceived as STW subsidy was hereby counted as national co-financing, so that all of the train-
ing subsidy could be drawn from the ESF.

Especially the reimbursement of all or part of the social security contributions was seen as
an important step. The representatives of employers were however arguing that the reim-
bursement should be extended even further and cover 100 per cent of social security con-
tributions regardless of the use of training measures.! In fact, from 1 July 2009 onwards
new regulation was adopted under which 100% of contributions were reimbursed from the
seventh month of STW onwards. Since a lot of companies were already using STW since the
beginning of 2009, this in fact led to a total waiver of the obligation to pay contributions for
these companies.

These changes (Sonderregelungen) in the German system of Kurzarbeit were clearly di-
rected at the crisis situation and therefore temporary in nature. Most of the changes, in-
cluding the reimbursement of contributions, were withdrawn by January 2012, despite
some opposition of social partner organizations. The government has assured social part-
ners that the changes in the regulation can be reactivated swiftly in case a new crisis situa-
tion is encountered. For some social partner organization, this does not provide sufficient
security as it is not clear when such a crisis situation actually arises. They therefore advo-
cate a more permanent enshrining of the new regulations within the German STWA.

! see Bundesvereinigung der Arbeitgeberverbande (BDA) 2009: Kurzfristig Beschéftigung in Unternehmen
durch Kurzarbeit sichern!




6.3 Implementation of the German STWA

For the implementation of short-time work in Germany during the crisis, the work of the
employment agency as well as the cooperation between social partners and the government
was of utmost importance. Furthermore, this all took place within the context of societal
consensus on the priority of employment protection. As has been described, social part-
ners, government and the employment agency came together in late 2008 to agree on the
approach to the crisis and the changes to the instrument. Some very large companies were
also involved in these discussions. Since the discussions resulted in the adapted measure
as described, all the stakeholder involved from then on felt responsible for the success of
the measures, respondents at several levels report. This involvement fed through to the
company level where employers and work councils had to agree on the use of STWA.

The German system was used very intensively. Starting in late 2008, companies from all
sectors and regions started using Kurzarbeit. This included some of the largest companies
from the core of the German economy, such as Volkswagen, BMW, Daimler and other in-
dustrial businesses. The graph below shows the number of new incoming notices that were
registered at employment agencies. These notices do not cover the exact number of actual
short time workers, as they concern a projection rather than the actual use, but they give
an impression of the demand nonetheless.

Figure 6.1 Monthly notices to STW (KUG)
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The total number of approved participants (again on the basis of notices) reached the top
in May 2009 (1,442,667 people). Afterwards, the total number of participants was gradually
decreasing (with exception of January 2010). Since May 2010, less than half a million peo-
ple were taking part in STWA. During the entire period, western Germany accounted for the
largest share of STWA participants (BA, 2011).




Figure 6.2 Number of participants in STW (KUG)
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When the changes to the measure were agreed, it was expected that companies would
make great use of the possibilities offered. It was the intention of the policy makers that
the measure should be used very intensively and according to respondents, the very quick
increase in short-time work notices in the first months of 2009 did not catch the authorities
off guard. Nonetheless, all actors involved, from the employment agencies to employer as-
sociations and trade unions, were dedicating almost all their time to the management and
support of short-time work. To deal with the work load, the organizations involved worked
closely together. As an example of this cooperation, the employment agencies adopted a
new, less complicated application form which was designed by the national federation of
employers in order to streamline the process of short-time work application.

The employment agencies were praised for the efforts they put into facilitating the use of
STWA by stakeholders and companies interviewed for this study. Many agencies reallocated
staff to the administration of short-time work as the work load was clearly very intense.
They adopted a flexible approach to the applications and to the testing of the economic
need or in other words, did not check as rigorously due to the high work load. It is said
that in non-crisis time, the economic needs test would be more rigorous than in the times
of crisis. All in all, the employment agencies acted as a partner of companies and stake-
holders and supported them in making use of the measure. In this context it is useful to
mention the fact that the federal employment agency (Bundesagentur fiir Arbeit) was reor-
ganized in the early years of the decade and had changed its status from being a purely
administrative state agency to becoming an independent service provider. In this process,
the agency also gained financial autonomy from the government to a certain degree. This
made it easy for the agency to see that at the beginning of the crisis sufficient funds were
available for financing a large-scale use of short-time work. During the implementation, the
agency acted according to its intention to make use of the available funds. Of course, the
flexibility of the employment agency could increase the risk of deadweight losses.




Employer associations and trade unions supported companies and work councils by provid-
ing extensive information and consultations. This could vary from the organization of in-
formation events to the provision of application packages which companies could use for
their STW planning to legal and financial advice. For the social partner organizations, short-
time work was clearly the most pressing issue in the most critical time of the crisis. Some
social partner organizations played a role in the training dimension of short-time work by
developing specific training programmes which fitted within the conditions set by the ESF
subsidy. As certification of training programmes was required, this process sometimes took
longer than desired. Training providers and companies had to follow the ESF application
procedures and prove that they were eligible for support. Only some sorts of training
courses were eligible under the ESF rules, and different conditions applied to different kinds
of training (i.e. transversal vs. specific training), making the administrative procedure
rather cumbersome. Furthermore, it was difficult to design programmes that were flexible
enough to fit into all the different company situations (regarding extent of STW and number
of employees for training).

In 2009, around 110,000 employees made use of training financed by the ESF measure. In
2010 this number decreased to 66,000 and it decreased again in 2011.! Most respondents
see these numbers as disappointing, though others interpret them as a success under the
difficult circumstances. The core of the German STWA remains the protection of employ-
ment and the use of training does not always fit the use of short-time work. More attention
is paid to this issue in the following section about the company level.

Overall, according to the respondents, the cooperation between the stakeholders involved
led to a situation in which high demand for the measure was created and in which this high
demand could also be satisfied. It is important to note that all these activities had to take
place under high time pressure and the actors involved had to work swiftly to prepare the
ground for company use of STWA. The general impression is that this was indeed achieved.

6.4 The workings of the German STWA at company level

In order to be able to assess the effectiveness of the German STWA, we need to take a look
at the way that Kurzarbeit works within a company. For this purpose we can make use of
the information provided by social partner representatives and the information provided by
companies who have made use of short-time work during the recent crisis. We hereby de-
scribe the way that short-time work was treated during the recent crisis.

Most companies, especially in the manufacturing industry, were confronted with the crisis
in the last quarter of 2008 when their orders started collapsing, from clients within but es-
pecially outside of Germany. A sudden decrease in orders by 50 per cent or more was not
unusual and companies were surprised by the scale and intensity of this development. In
comparison to previous crises it was especially the sudden but intense nature of the impact
of the crisis that was unexpected. Furthermore, the companies realized that the problems
they encountered were of an international nature and - mainly - not grounded in their own
industry or organization. They also realized that the crisis would not be over quickly.

! These figures are coming from the Managing Authority of the ESF.




In this situation, most companies had to decide on measures to face the immediate crisis.
In such a situation, immediate steps to reduce costs are taken. This can include the cancel-
lation of maintenance orders, pausing or abandoning innovation projects and retracting in-
vestment where possible. In the area of staff, the internal flexibility of a company is used
to reduce working time as far as possible. Companies could reduce their use of temporary
workers, terminate flexible contracts, use up the credit hours saved within working time
accounts, build up negative credit hours, reduce overwork where possible and introduce
mandatory holidays. The availability of these options depended on the economic sector and
the situation of the company itself. Collective labour agreements play a role, just as the fi-
nancial buffer that a company has built up in the years preceding the crisis.

Even in situations where the company has fully filled working time accounts and a lot of op-

tions for internal flexibility of working time, a decrease in orders of 50 per cent or more can

only be bridged for a limited amount of time, i.e. a few months. Where the employer has

the impression that recovery cannot be expected in the short term, more extensive meas-

ures will have to be taken. At this point then a decision has to be made whether the com-

pany wishes to bridge the period of crisis in its present form by means of measures includ-

ing short-time work or whether the company needs to decrease its size permanently and/or

find a new organizational structure and new markets. In the German case, the following

considerations played a role in this context:

= Before the crisis, companies were finding it difficult to find skilled staff. They therefore
had a preference for preventing dismissals.

= The financial costs of STW were considered as relatively high. However, the costs of dis-
missals and restructuring are also considered as high and probably higher than STWA.

= Depending on the sector and size of the company, STWA was a well-known instrument
for both employers and employees. It was seen as a common response of employees and
employers to the crisis.

The most difficult consideration however was the estimation of how the crisis would de-
velop. It was clear to companies that the recession was due to a collapse in international
trade, i.e. external causes. However, it could not be said for sure when and whether the
demand for German products would return. The companies that made use of STWA took a
reasonable risk by assuming that the crisis is of a temporary nature, implying that no sub-
stantial organizational reform or shrinkage was necessary.

The employers then had to enter into discussions with the work council, or with individual
employees where no work council existed in a small enterprise. The experiences differed,
but the general impression is that the work councils were cooperative and regarded short-
time work as a useful instrument to prevent dismissals. However, work councils may have
argued to limit the extent of short-time work in order to prevent employees from having to
endure income losses. Furthermore, they may have asked the employer to reimburse a part
of the loss of income. In some cases, work councils tried to persuade the employer to or-
ganise training activities in the time not worked. Taking all these issues into account, the
employer and the work council or individual employees drew up a company agreement in
which they announced their intention to make use of short-time work and to what extent.
This agreement legally exempted the employer from the basic obligation to pay the full
wages of the employees regardless of the amount of work carried out.

A company agreement had to be drawn up by every company using STW. In some compa-
nies, the agreement was re-negotiated on a monthly basis. Thus every month an estimation




was made of the expected loss of production and following that the STW need was deter-
mined. Together with the work council it was decided which areas of production were in
need of STW and therefore which employees would be ask to bear the burden. Many com-
panies thereby tried to distribute the use of STW and the related income loss evenly across
different groups of staff, though the first priority in the allocation was clearly the place
where the production loss was identified. In general, the negotiations with the work coun-
cils formed a check on the STW ambitions of the employer by leading to a limitation of STW
according to the needs of the companies and the capacity of the employees. Where a com-
pany did not have a work council, individual agreements had to be made with every em-
ployee participating in STW.

The company then had to step to the employment agency to announce its intention to make
use of STWA and to give an indication of the scope of its use. The employment agency
checks the company agreement and makes sure that the economic need is due to external
reasons (crisis) and not a result of mismanagement or structural difficulties. According to
most of the stakeholders and companies interviews, the employment agencies facilitated
the use of Kurzarbeit during the crisis to a high degree. The administrative burden, which
was a concern for companies, was kept as low as possible and it was not difficult to prove
the economic need, since the entire economy was in fact struck by the economic crisis. The
employment agencies acted as a service provider and supported companies where neces-
sary.

When the notice (Anzeige) at the employment agency has been approved, companies can
start their short-time work. At the end of each month they report to the employment
agency how much of the estimated amount of short-time work they actually implemented.
The workers who are making use of short-time work either stayed at home or were offered
training courses. Often the employees in the production departments were most affected by
short-time work. These are after all most directly connected to the loss in demand. Some
companies decided to also downscale their research and development activities in order to
save costs, whereas others invested even more in these areas to find a way out of the re-
cession. Employees in the administrative departments were often even busier than before
the crisis, paradoxically because of the use of STWA, since the entire personnel and finan-
cial management became more complex.

The use of STWA obviously has some undesirable effects on the situation of the company,
both internal as well as external. Internally, employees may be worried about their job,
there may be discussions about the distribution of short-time work within the company and
the work morale may be affected. Externally, the reputation of the company may suffer.
While some companies did experience an impact on their external situation, the internal
problems seem to have remained limited. Thus, in some sectors, recourse to STWA resulted
in increased pressure on the market, by clients and competitors, and in a lower income
price for products. However, increasing pressure on prices is not unusual in a crisis situa-
tion. Furthermore, a very important point during the recent crisis was the scope of the re-
cession which covered the entire economy. In a situation where competitors and clients
also have to make use of STWA and similar measures, the negative effects (internal and
external) remain manageable.

If the company intended or had agreed to provide training, it had to overcome a nhumber of
difficulties. Firstly, the organisation of training in the context of STW was not an easy task.
Some companies found the funding mechanisms for training measures difficult to under-




stand and difficult to comply with. Training courses had to be certified, focusing on trans-
versal activities for the highest degree of funding and be additional to already planned,
compulsory training activities. Furthermore, even where there was a clear need for training
(which is not always the case), employees might be in need of different kinds of courses
which made it difficult to fill the groups of training service providers. Larger companies that
can organize their own internal training activities were at an advantage here as they often
did not apply for additional funding but let their internal training providers organize the
training themselves. Smaller companies had to pool their workers in need of training with
those from other companies in order to increase the efficiency of the training provision.
This however meant that the participating employees had to have the same day and time
off work to take part in the training which was not always the case. Companies were sup-
ported by federations and training providers in order to overcome these issues.

In addition, companies sometimes faced unwillingness on the side of employees to partici-
pate in training where the alternative was a free day at home. In some corporate agree-
ments at sector level as well as in agreements at company level employees were therefore
obliged to participate in the training provided. Other companies increased the attractive-
ness for employees by for example providing free lunch at the work and training place.
When employees were needed in their ordinary workplace in the production again, the
training sometimes had to be interrupted. However, for some training programmes leading
to specific qualifications it was possible for companies to continue receiving subsidies from
the employment agency by switching to the regular training support. Again, companies
were positive about the cooperation with the employment agencies in this regard.

For most companies in Germany, the demand for their products started recovering again in
late 2009 to early 2010. However, there were also companies that only started feeling the
crisis at that point. Especially companies with public clients, for example in the defense in-
dustry, felt a delayed impact on their order numbers when governments started to cut back
on their expenditures. Those companies experiencing the recovery slowly started increasing
their levels of production again. Employees in short-time work are in principle immediately
available, though the usual agreement is a notice period of around two days before they
are required to go back to work. The experience of companies was that employees were
eager to get back to work, since this also implied a return to the previous salary level.

While some companies also report that employees need some time to get back into the
work pace, the ability to restart the work with a full staff composition helped the companies
to react swiftly and efficiently to the recovery. Some companies were even in better shape
after the crisis due to the qualification and training measures carried out. In accordance
with the Kurzarbeit regulations, companies and stakeholders report that there were no dis-
missals carried out due to economic reasons. The only dismissals carried out despite the
use of STWA were connected to specific personal or professional reasons. For the compa-
nies, the risk they took in expecting the demand for their products to return after a period
bridged by STWA paid off. Since the German economy experience a swift recovery after the
crisis, neither companies nor employees seem to regret making use of the measures. The
general sentiment about the system of short-time work is very positive, also regarding its
use in future crisis situations.




6.5 Effectiveness of German Kurzarbeit
6.5.1 Perceived effectiveness

In Germany itself, the use of STW during the recent crisis is seen as one of the key ele-
ments of the response strategy to the economic downturn. Furthermore, it is also seen as
one of the crucial factors that contributed to German recovery and to the current relative
success of the German economy. The judgment of the entire measure is very positive, as
stakeholders think that in the absence of STWA, companies would have had to dismiss
workers on a large scale. Thus, it is calculated that STWA covered in total up to 285,000
full time positions in 2009, distributed across 1.1 million participants, which would have
been at risk of losing their job.

Companies and work councils confirm this picture, as respondents are grateful for the sup-
port that was provided by STWA. It is said that companies would have had to certainly dis-
miss more employees if the recourse to STWA had not been available. The alternatives that
existed were fully exploited according to employers, and STWA was only used in situations
where it was actually needed. More importantly perhaps, respondents note that STWA
helped sustain the internal harmony in businesses but also in society at large, as people
were kept in employment and did not have to be concerned about their relative position.
Moreover, it provided businesses with financial relief they sought after, therefore prevent-
ing them from getting caught in a downward spiral of decreasing demand and decreasing
productivity. There thus seem to be few companies that regret taking part in STWA or that
see STWA as a non-effective measure.

Of course, these judgments are strongly influenced by hindsight bias, as the situation in
Germany has improved since the crisis and companies’ outlook is increasingly optimistic. As
companies and employees benefited from the measure in terms of subsidies, it would be
surprising indeed if they had a very negative view on the measure. Nonetheless, it is no-
ticeable how positive all stakeholders involved are about the effectiveness of the measure,
the only criticism directed at specific aspects such as the training scheme and the discus-
sion about the social security contributions. In the section below, it will be tested whether
the positive perception of those involved can be confirmed by the available micro data on
the level of German businesses.

6.5.2 Effectiveness according to micro-econometric analysis

In order to measure the effects of the German Kurzarbeit on employment, we conducted
econometric analyses based on establishment-level data. The aim of the analysis is to de-
termine whether establishments which used more Kurzarbeit in Germany experienced, all
other things being equal, higher levels of employment or less decrease in employment than
others. In this paragraph, we first present the hypotheses we want to test, then the data
we use, our estimation method, and finally we discuss the estimation results and the con-
clusions we draw from them.




Hypotheses and models

In the following, we test two different hypotheses. First, we would like to know whether es-
tablishments which use more Kurzarbeit experience less decrease in employment than oth-
ers, in particular when their output decreases. The hypothesis is that establishments which
use Kurzarbeit lose fewer employees when output decreases than establishments which do
not, other things being equal. To test this hypothesis, we estimate models in which the
change in employment is the variable to be explained. Second, we also want to know
whether the use of Kurzarbeit has got a positive impact not only on changes in employ-
ment, but more generally on the level of employment in an establishment. The hypothesis
is that establishments which use more Kurzarbeit have higher levels of employment, all
other things being equal. To test this hypothesis, we estimate models in which the level of
employment is the dependent variable.

We measure the effect of Kurzarbeit in two ways in our model. First, we include the share
of employees in an establishment who benefited from Kurzarbeit, to examine the direct ef-
fect of this variable on employment (arrow a in the figure below). Second, we also include
a cross-term of the share of employees who benefited from Kurzarbeit with the change in
output compared to the preceding year. The latter variable makes it possible to measure in
how far the use of Kurzarbeit enables establishments to moderate the impact of output
shocks on employment (arrow b in the figure below). The combination of those two possible
types of effects has not been tested in the literature based on establishment-level data so
far (see Annex).

Figure 6.3 Two effects of short-time working on employment
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Data

The data we used is from the 'IAB Betriebspanel’, a representative panel survey held yearly
among German establishments. It has been running since 1993 in Western Germany and
1996 in Eastern Germany. The IAB Betriebspanel is a very valuable data source, because it
contains not only information on the use of Kurzarbeit, but also a lot of information on
other characteristics of the establishment. We can only make use of data from 2000, be-
cause of a break in series in the classification of industries in that year. From 2000, data
about the use of Kurzarbeit has been collected in 2003, 2006, 2009 and 2010. Our analysis
is therefore based on these years. We include only the market sector in the analysis, and
exclude education, health and public services because output is much more difficult to
measure in those sectors. This results in an estimation sample containing more than
15,000 establishments and more than 30,000 observations.




Method

We estimate panel models with establishment fixed-effects. This means that we follow es-
tablishments in time and include an establishment-specific constant in the model. This con-
stant is meant to capture establishment-specific effects which influence the level of em-
ployment or the change in employment but are not being captured by the variables in-
cluded in the model. In other words, it is meant to correct for unobserved heterogeneity
among establishments.

An important methodological problem when dealing with the effect of Kurzarbeit on em-
ployment at establishment level is that in general, firms which will make use of Kurzarbeit
will be firms which are likely to have less favourable developments in employment than
others. Kurzarbeit is said to be endogenous in such a case. In the estimations presented
below, the hypothesis of exogeneity of the use of Kurzarbeit is rejected often enough to
confirm that endogeneity does constitute a problem in the models estimated. If we do not
correct for this problem, we will probably underestimate the effects of Kurzarbeit on em-
ployment. To solve this problem, we need to find so-called instruments for the use of Kur-
zarbeit, i.e. variables which are strongly related with the use of Kurzarbeit, but weakly re-
lated to developments in employment in the firm. Here, we use as instrument a ‘learning
effect’ by firms after the rules for Kurzarbeit in Germany at the end of 2008 and the begin-
ning of 2009. We define a variable which is 0 before 2009, 1 in 2009 and 2 in 2010. The
idea is that as time passes, firms become better aware of and better acquainted with the
new rules, and therefore make more use of Kurzarbeit. This is independent of the firm
situation and therefore also of employment in the firm. Boeri and Bruecker also use such
‘learning effects’ as instruments in their 2011 paper. Box 6.1 gives more details about how
we use this instrumental variable in our estimations.

Box 6.1. Non-linear two-stage least squares method

The standard instrumental variables approach (or two-stage least squares approach) would be as follows: (1)
predict the use of STW by an establishment on the basis of the instruments and of the other regressors in the
model; (2) plug the predicted value of STW from the first step in the model explaining the level of (or change
in) employment.

Here, this standard approach cannot be used. The equation for Alne is non-linear in STW since STW enters the
equation both as a separate variable and as a cross-term with Alny. Hence, standard 2sls is not applicable. We
apply a method as described in Greene (2003). In this case the reduced form equation for STW can be derived
explicitly. It is of the following form:

o {x'is + xzﬁh’..p}ff
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where z includes all the regressors other than STW, the instruments and the error terms. Linearization of this
equation in Alny gives:

ITW = fiz + Sodbney + Sgabiny
This means that in addition to z and Alny the cross-products of z and Alny enter the equation. This equation is

used as the first-round equation in the 2sls procedure. In the second round the structural equation for Alne is
then estimated with STW substituted by the predicted values of the first-round equation for STW.

To test for endogeneity of STW in such a model, we use the residuals of the first-round equation as additional

regressors in the standard fixed-effects model without instrumental variables. If these residuals have a signifi-
cant effect on employment, STW cannot be considered to be exogenous (Wooldridge 2003). Because the mod-
el is just identified, we cannot directly test the adequacy of the instruments themselves.




Effect of Kurzarbeit on the change in employment

First of all, we estimated the effect of Kurzarbeit on the change of employment in an estab-
lishment. The dependent variable in the model is the change in the logarithm of the number
of dependent employees. The regressors are: the change in the logarithm of the output of
the establishment, the share of employees making use of Kurzarbeit and a cross-term of
the share of employees making use of Kurzarbeit on the one hand and the change in output
on the other hand. Estimation results are presented in table 6.1 to 6.4. The first two tables
present the estimation results without correction for the endogeneity of Kurzarbeit, for the
period 2003-2010 and 2009-2010. The following two tables present the results when a non-
linear two-stage least squares model is estimated, again for the whole period since 2003
and for the crisis period only.

The results show that both the share of employees benefiting from Kurzarbeit in an estab-
lishment and the cross-term of the Kurzarbeit percentage with the change in output have a
negative and significant effect on the change in employment. We therefore observe two ef-
fects working in opposite directions. The higher the share of employees benefiting from
Kurzarbeit, the smaller the increase or the bigger the decrease in employment in an estab-
lishment. However, the negative sigh on the cross-term indicates that if output decreases,
the use of Kurzarbeit will help to reduce the corresponding decrease in employment.

The size of the coefficients in the first three tables indicates that the use of Kurzarbeit has
got a negative effect on the change in employment on average, all other things being equal
(between -0.5 and -0.9 percent) (see Box 6.2 for more details about the rules for interpre-
tation of the estimated coefficients on Kurzarbeit). The results of the fourth table, i.e. the
estimation results for the crisis period using instrumental variables, are more surprising, as
they imply a much stronger negative effect of Kurzarbeit on employment. We note that the
use of instrumental variables does not have a very big influence on the results for the es-
timation period 2003-2010, but does lead to important changes, which are not in the ex-
pected direction, for the crisis period.

Further, we can see that in all models, a positive change in output has got a positive and
significant effect on the change in employment, which is what one would expect. The coef-
ficient on the output variable is, however, much smaller than one would expect.




Box 6.2. Interpretation of the estimated coefficients

This box shows how the regression equation that was applied to data for Germany (and France)
can be used to compute the share of jobs saved by short-time working. If no short-time working
were applied, the number of jobs would be e*; when short-time working is applied the number of
jobs equals e. The share of saved jobs as a result of short-time working is (e-e*)/e*. This box
shows how this share can be derived from the equation used. On average it depends (approxi-
mately) on the average level of short-time working applied and on average output growth. For
values of average output growth below a certain threshold the average share of jobs saved is
positive.

The model we estimate is as follows:

Alnemp =Ine-Ine(-1) =y, + y,Alnoutput + ,STW + ,STW * Alnoutput
In case STW is zero, we would have:

Inemp” —Inemp(-1) = », + 7,AInoutput

Hence,

*

e—e

Inemp—Inemp” ~ = 7,STW + ,STW * Alnoutput

denotes the share of jobs saved by short-time working. This means that the average share of jobs saved is
approximately equal to:

7, * M(STW) + y, * m(STW) * m(A Inoutput)

Where m(.) is the sample mean of the corresponding variable.

Clearly the share of jobs saved is positive if and only if:

m(A Inoutput) < 7
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Fixed-effects non-linear two-stage least squares for 2003-2010

Table 6.1 Fixed-effects model in changes for 2003-2010
n observations 31403
n establishments 15471
R? 0.02

Coef. t P>|t|
Aln output 0.0493 9.61 0.000
STW -0.1125 -9.18 0.000
STW*AIn output -0.0956 -3.21 0.001
constant -0.0070 -4.90 0.000
rho 0.4914
Table 6.2 Fixed-effects model in changes for 2009-2010
n observations 15631
n establishments 9370
R? 0.01

Coef. t P>|t|
Aln output 0.0102 1.22 0.222
STW -0.1112 -5.41 0.000
STW*AIn output -0.0943 -2.28 0.022
constant -0.0013 -0.51 0.609
rho 0.4347
Table 6.3
n observations 31403
n establishments 15471
R? 0.01

Coef. t P>|t|
Aln output 0.0484 8.98 0.000
STW -0.1289 -2.26 0.024
STW*AIn output -0.0877 -2.37 0.018
Constant -0.0061 -2.04 0.042
Rho 0.4905
HO : STW is exogheous 0.717




Table 6.4 Fixed-effects non-linear two-stage least squares for 2009-2010

n observations 15631
n establishments 9370
R? 0.01

Coef. t P>|t|
Aln output 0.0375 4.26 0.000
STW -2.7693 -9.15 0.000
STW*AIn output -0.0823 -1.93 0.054
Constant 0.2049 8.69 0.000
Rho 0.8551
HO : STW is exogneous 0.000

Effect of Kurzarbeit on the level of employment

The second model we estimate measures the effect of Kurzarbeit on the level of employ-
ment in an establishment. The regressors are similar to those included in the first model,
but the log of output replaces the change in the log of output, and we also included a linear
trend, which is meant to capture the influence of technological development. Estimation re-
sults are presented in tables 6.5 to 6.8. Here again, the first two tables present the results
of the estimations without instrumental variables, for the period 2003-2010 and 2009-
2010. The last two tables present the results for both periods of estimations in which we
used instrumental variables.

For the estimation period 2003-2010, we find that Kurzarbeit has got a negative average
effect on employment (-0.3 percent), and turns out to have a positive effect on employ-
ment only if output drops exceed 30 percent, if we do not control for its endogeneity. When
we estimate a non-linear two-stage least squares model, so as to control for the endogene-
ity of Kurzarbeit, we however find a double positive effect of Kurzarbeit on the level of em-
ployment: Kurzarbeit itself has a direct positive and significant effect on the employment
level, and the negative sign on the cross-term of Kurzarbeit and change in output indicates
that Kurzarbeit at least partly offsets the negative effects of a negative output shock on
employment. The size of the coefficients indicates that the average positive effect on em-
ployment could be about 5 percent. Here, correcting for the endogeneity of Kurzarbeit leads
to different results.

When estimating the same models for the crisis period (2009-2010) only, we find only a
negative and significant direct effect of Kurzarbeit on the level of employment when we do
not use instrumental variables. When trying to control for the endogeneity of Kurzarbeit,
we no longer find any significant effect of Kurzarbeit on the level of employment.

In all models, we find a positive and significant effect of output on the level of employment.
The coefficients on the level of output for the period 2003-2010 are closer to usual values
in this kind of models than those for the period 2009-2010. The same is true of the values
of the coefficients on the time trend included in the model. The negative effect on employ-
ment is a logical result, as technological progress leads to a decrease in firms’ need of la-
bour, other things (and in particular output) being equal. However, the values for the pe-
riod 2003-2010, suggesting a yearly productivity increase between 1 and 2 percent are
much more credible than the smaller values estimated for the period 2009-2010. This leads
us to consider the estimations for the period 2003-2010 as more reliable.




Fixed-effects non-linear two-stage least squares for 2003-2010

Table 6.5 Fixed-effects model in levels for 2003-2010
n observations 31403
n establishments 15471
R? 0.83

Coef. t P>|t|
In output 0.2314 45.63 0.000
Time -0.0071 -10.23 0.000
STW -0.0601 -4.82 0.000
STW*AIn output -0.2003 -6.83 0.000
Constant 13.9448 10.01 0.000
Rho 0.9698
Table 6.6 Fixed-effects model in levels for 2009-2010
n observations 15631
n establishments 9370
R? 0.83

Coef. t P>|t|
In output 0.0673 8.64 0.000
Time 0.0049 1.76 0.079
STW -0.0364 -2.71 0.007
STW*AIn output -0.0106 -0.39 0.696
constant -7.9062 -1.40 0.161
Rho 0.9909
Table 6.7
n observations 31403
n establishments 15471
R? 0.79

Coef. t P>|t|
In output 0.2250 43.18 0.000
time -0.0187 -14.51 0.000
STW 1.0421 10.06 0.000
STW*AIn output -0.1455 -3.92 0.000
constant 37.3668 14.37 0.000
Rho 0.9698
HO : STW is exogneous 0.000




Table 6.8 Fixed-effects non-linear two-stage least squares for 2009-2010

n observations 15631
n establishments 9370
R? 0.81

Coef. t P>|t|
In output 0.0671 5.90 0.000
time 0.0050 1.68 0.094
STW -0.0789 -0.30 0.767
STW*AIn output 0.0090 0.33 0.744
constant -8.0365 -1.35 0.178
Rho 0.9909
HO : STW is exogneous 0.846

Conclusions

In the above, we have presented the estimation results of 8 models, which differed along
three lines: change in employment vs. level of employment as dependent variable, estima-
tion period 2003-2010 vs. 2009-2010, use of instrumental variables or not. The estimated
coefficients for the variables other than Kurzarbeit suggest that the models in which the
level of employment is the dependent variable, and which have been estimated for the pe-
riod 2003-2010 present the most credible results. These results suggest that, when the en-
dogeneity of Kurzarbeit is corrected for, Kurzarbeit could have increased employment in
German establishments by 5 percent. It is important to note, however, that this result is
not very robust as it does not come back in the other models. Especially as the influence of
Kurzarbeit on the change in employment is concerned, we rather find that Kurzarbeit had
on average a negative effect.

6.5.3 Overall effectiveness

While the stakeholders, employers and employees involved are very positive about the ef-
fectiveness of the German system of short-time work, the micro-econometric analysis pro-
vides a more nuanced picture. This can firstly be explained by the issues surrounding the
endogeneity of short-time work within the econometric analysis, which is opposed to the
positive bias of those involved in the management and use of the system. Secondly, it
seems that those involved in the programme have a broader perception of the effects of
STWA than the simple protection of jobs, as in this view it contributes to the general stabil-
ity of the economy. So how can we combine these different perspectives?

The results of the micro-econometric analysis point to a 5 percentage gain in the level of
employment in the enterprises taking part in STWA. This means that the employment level
in those enterprises turns out 5 percent higher than what could reasonably be expected
when looking at the developments in output of these enterprises. Taking into account the
problem of filtering out the endogeneity of STWA and the rather negative results of previ-
ous research on STWA at micro level, it can be seen as encouraging that some positive re-
sults can be recorded after all. It is however difficult to say whether the 5 percent should
be seen as a reasonably high achievement or a rather low achievement.




Considering the fact that in most participating enterprises the share of participating em-
ployees was greater than five percent, the results of the micro-econometric analysis could
point to substantial deadweight losses, as the level of employment would have dropped to a
lesser degree than the level of participation in STWA. However, it seems obvious that com-
panies would not only use STWA for exactly the number of employees that would need to
be dismissed. Employers clearly state that they would have had to dismiss at least some
more employees if the STWA had not been available, although this may not have concerned
the entire group of short-time workers. In this way, the results of the calculations seem to
confirm the picture on the ground after all.

Finally, this discussion reveals a certain discrepancy in the way that the effects of STWA
can be described. Of course, the core objective of Kurzarbeit is the preservation of jobs,
and this is the effect that is measured through the micro-econometric analyses. However,
in practice STWA is experienced not only as a support for the specific employees to keep
them in employment, but also as an instrument supporting companies during a difficult pe-
riod. The interesting issue here is that companies might not be able to dismiss workers
easily in any case, due to employment protection and the costs associated with dismissals.
Serious cash flow problems would result in a very difficult situation for the company, in-
cluding cessation of activity. In this scenario, STWA does not so much protect specific jobs,
but eases the position of companies that are caught between employment protection dy-
namics and the economic downturn. This can in turn explain the very positive appraisal of
the measure by companies and stakeholders and the importance it is ascribed in the gen-
eral approach to the crisis.

Overall, we can draw a positive conclusion on the effectiveness of the measure. Even
though the micro-level analysis provides a more ambiguous picture than the general senti-
ment in Germany would lead us to expect, we can still measure positive effects which is an
important result in itself given the difficulty of filtering out the endogeneity of STWA. The
actors involved in the STWA tend to take a broader perspective at the effectiveness of the
measure than the pure protection of jobs, entailing aspects such as the stabilization of the
economic climate, the support of enterprises and the general maintenance of social and
economic stability.

6.6 Conclusions and lessons learned

The Germany system of Kurzarbeit can be seen as a classic system of short-time work and
is in fact often seen as a model for other countries, as it has been in existence for a long
period of time. In the context of the recent crisis it has caught the attention of policy mak-
ers in other countries as well, as the extent of STW usage in Germany was unprecedented
and it was seen as one of the key elements of the German approach to the economic situa-
tion. The German economy managed to recover comparatively well despite a strong reces-
sion in 2009. Some stakeholders even feel that Germany came stronger out of the reces-
sion, with positive developments on the labour market and in the economy at large. Ger-
man Kurzarbeit is judged to have played an important role in facilitating this recovery. It is
therefore certainly interesting to look for general conclusions we can draw from the German
example.




One of the main factors that seem to have contributed to the success of the German sys-

tem of STW was the context. In a sense, the recent crisis seems to have been the perfect

crisis for STWA to have effect. This was mainly a result of the following factors:

= The German economy was generally in good shape before the crisis. The recession was
fully caused by external events leading to a drop in demand.

= The years before the crisis were characterized by a shortage of skilled personnel rather
than unemployment. Attention was paid to sustainable employment relationships.

m The crisis mainly hit sectors that had had some experience with STW in the past.

m The economy picked up again just at the point when companies were reaching the point
at which they had to start taking further measures, including dismissals.

= The recovery was quick and strong.

As a result of these factors, the recession represented a relatively clear-cut, temporary
drop in economic activity, which is exactly the kind of recession that can be bridged by
STWA. As a result of this nature of the recession, i.e. the external origin and the unex-
pected yet strong impact it had, all stakeholders involved decided to make use of the nec-
essary resources to tackle this crisis and preserve employment.

Regarding the design of the German scheme, we can also draw some conclusions, espe-
cially on the basis of the changes that were temporarily introduced. Thus it remains difficult
to strike the right balance of residual costs and subsidies for businesses. During the crisis it
seemed important to open up the system by reimbursing the social security contributions,
as businesses would not have used it to the same extent in its previous form. Now however
it is the questions whether the measure was maybe made even too attractive as a result,
also resulting in higher costs for the public purse. For the time of the crisis, the stake-
holders seem to have found a suitable balance, which was also facilitated by the high level
of financial reserves of the employment agency. Thus the residual costs, including social
security contributions seem to be an effective instrument for policy makers to regulate the
extent of STWA use.

In this context, the mandatory role of the work councils should also be emphasized again.
On the one hand, the work councils also prevent excessive use of the measure, as they
usually call for as little STW as possible. At the same time, they contribute to the efficiency
of the implementation, as they can collectively agree on the suspension of working con-
tracts, which the use of STWA legally entails. The use of this internal bargaining structure
can therefore have both tempering and facilitating effect.

The only aspect of the system that did not work according to plan was the training support
which only attracted modest participation rates, though some might say that given the cir-
cumstances these rates should be seen satisfactory after all. The experience shows that
companies are able to incorporate training within their STWA use if they are provided with
suitable training solutions and assisted in the administration, but both aspects were not al-
ways in place during the crisis. While the financial support, backed up by the ESF, is cer-
tainly a crucial incentives for companies to take part in training measures, training is not
always a priority in a crisis situation and organizational or bureaucratic obstacles can easily
prevent companies from taking steps to provide the training. More facilitation and better
preparation may improve the success of this aspect of the German STWA in future crisis
situation.




In a nutshell, the context and nature of the recession in Germany, the proven design of the
system and the generally successful implementation of Kurzarbeit with mutual investments
of all actors involved led to a situation where the system could have a strong buffering ef-
fect for the companies that made use of it. While the micro-econometric analysis provides a
nuanced picture of limited positive effects on the employment level, the actors involved see
the system as an overall success contributing to the strong recovery of the German econ-
omy after 2009.










7 Country case: France

The case of France differs considerably from the German example, both in the way STWA

are designed and implemented and in the general context of this implementation. In order
to understand how the French measures worked in the specific circumstances we describe
the same aspects as examined in the German case.

7.1 The impact of the 2008-2009 crisis in France

Between the years 2000 and 2007 the French economy was growing continuously. How-
ever, the growth rates were below the EU27 average, ranging from 0.9% in 2002 and 2003
to 3.7% in 2000. In 2008, when the EU27 was still growing by 0.5%, the French economy
shrank by 0.1%. On the other hand, in 2009, the French economy shrank relatively less
(2.7%) compared to the EU27 (4.3%). In 2010, the French GDP grew by 1.5%. Excepting
for 2003 and 2004, the inflation rate is lower in France over the decade in comparison with
the EU. In 2009, the worst year of the crisis, the inflation rate was 0.1 against 1 in the
EU27.

From the first half of the decade, the French unemployment rate was almost identical to the
EU27 average. As the EU27 unemployment rate started to decrease in late 2005 (3rd quar-
ter), the French rate followed this trend almost one year later. As a consequence, since late
2005 (3rd quarter), the French unemployment rate was higher than the EU27 average.
From the beginning of the crisis until the end of 2009, the growth of the French unemploy-
ment rate was milder than the growth in the EU27. Thus, the French quarterly unemploy-
ment rate has been converging with the EU27 average since 2008 and the gap between
these two virtually faded out in 2010. In 2009, the unemployment rate was 9.5% in France
against 9% in the EU27.

The French employment rate did not show any growing tendency over the last decade,
when fluctuating between 62% and 64%. In the first half of the 2000’s, the French em-
ployment rate was slightly higher than the EU27 average (on average, between 2000 and
2005, the French employment rate was 63.2% against 62.7% in the EU27). However, in the
second half of the decade, the EU27 average exceeded the French employment rate (64.2%
against 64.9% in the EU27).

Beginning with the second quarter of 2008, the temporary work sector was the first sector
affected by the crisis (between Q42008 and Q42009, the number of jobs decreased by 35%
in this sector). During 2009, its evolution is stable and the number of jobs in this sector
begins to increase. The shock then spread to permanent jobs. In 2010, more flexible jobs
are the origin of the restarting of employment. In 2009, the French labour market faced the
strongest reductions in the salaried employment since 1950: 248 000 jobs were lost, most
of them during the first semester of 2009 (Amar et al., 2011'). At the end of 2009, the
situation got better and globally, during 2010, commercial employment increases by

! Amar M., Dalibard E., Debauche E. (2011), « La crise de 2008-2009 et ses suites : recul marqué de I'emploi
et ralentissement des salaires, puis reprise en 2010 », Vue d’ensemble, Emploi et salaires.




125 000 jobs. Even if the loss of employment is quite strong during the 2008-09 crisis, it
seems moderate in comparison with the fall in the activity (Argouach et al., 2010).

In conclusion, the French experience of the crisis was somewhat milder in terms of GDP
and unemployment statistics than in other countries. However, before the crisis the growth
of the French economy was also more subtle than in other countries. In 2010, the economy
recovered again, in line with other EU countries.

7.2 The French STWA system and its evolution during the crisis

The French system of short-time work differs considerably from other systems and is in
some places rather fragmented in nature. This is the result of a great number of changes
that have been implemented throughout the years, including during the most recent crisis.
During the recent crisis an additional measure was added to the existing STWA which rep-
resented a new, more attractive version of short-time work, called the Indemnisation de
I’activité partielle de longue durée (Compensation fro reduced activity of long duration).
Demands to integrate the new measure with the previously existing system have not been
followed up on yet. STW remains a sensitive topic and is still a topic of intense policy dis-
cussions. The last changes to the legislative framework regarding STW were introduced in
the beginning of 2012. This section describes the origins of the French STWA and its evolu-
tion during the most recent crisis.

The original French STWA, the partial compensation for earning losses due to working time
reductions for reason of economic downturns (chémage partiel), dates back to 1931. The
rationale of this provision was to provide a state funded minimum subsistence allowance to
workers suffering from a decrease in their wages after the reduction of their working time.
This measure was adapted in 1968 by the social partners within a national inter-sectoral
agreement (the tripartite national agreement from February 21, 1968) which led to the in-
troduction of a STW allowance paid by the employer which was partly reimbursed by the
state. In exceptional situations, if there are strong threats to employment, government
funding could be increased. In this case, specific STW conventions (or STW agreements)
between economic sectors and the state could be set up which companies can subscribe to.

In 2001, there was an important change in the regulation of STW (the binding command of
June 28th, 2001) which was triggered by the implementation of the working time reduction
policy which reduced the standard or contractual hours worked per week to 35 hours?. In
this context, enterprises were obliged to prioritize the use of flexible working hours associ-
ated with work sharing instead of making use of STWA. Within the French framework of a
35-hour working week, companies can use so-called modulation or annualisation measures
and connected instruments to change between periods of high activity and longer working
hours and periods of lower activities and shorter working hours, as long as the annual av-
erage working time per week stays at 35 hours.

In this policy environment, the binding command of 2001 established a variable rate for the
state funding of short-time work, whereby smaller companies (under 250 employees) re-

! see Askenazy (2008) for a description of this measure.
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ceived a more generous contribution than larger firms. The decision of providing a lower
STW compensation rate for larger firms with at least 250 employees was motivated by the
consideration that larger firms can more easily allocate flexible working hours in their staff
composition. The idea at that time was however that short-time work would only be used
for emergency situations, as usual fluctuations in demand and production should be buff-
ered by the flexible working time. As a result of the prioritization of working time reduction
over short-time work, the use of short-time work decreased strongly, leading to a situation
before the crisis where it was used only very sporadically.

While these changes took place before the most recent crisis, the legal framework of STW
also changed several times between 2008 and 2010, and a new scheme of STW was imple-
mented!. The modifications in the scheme came into effect in January 2009, March 2009
and in May 20092

The main changes consisted of increasing the maximum number of STW hours, increasing

the maximum consecutive duration of STW and improving the level of compensation for

employees resulting in higher state funding and the extension of eligibility criteria. The

conditions that applied from January 2009 onwards were the following:

= The employer could decide to use short-time work for the employees, but had to pay
60% of the gross salary for the hours not worked, and at least €6.84 per hour.

m Of this short-time salary, the state reimbursed €3.84 per hour and worker in companies
with a maximum of 250 employees, and €3.33 for companies larger than that.

= For the hours worked, employers keep paying unemployment and pension insurance con-
tributions; the state pays the full contributions for the sickness and care insurance.

= STW can be used for a maximum of 800 hours per year, for a maximum of 6 consecutive
weeks. Higher limits apply for the textile and automobile industries.

The main objective of the changes was to protect employment by increasing firms’ internal
flexibility in order to better respond to the volatility of the economic situation. In compari-
son with other countries in the EU where the measures were modified only for the duration
of the crisis, most of the legislative changes were permanent in France. The idea behind
these changes was to consolidate the measure and to encourage firms to use it intensively.
This can be seen as a change in direction after the 2001 legislative changes actually dis-
couraged the use of STWA.

While these changes to the chémage partiel already aimed at making the system more at-
tractive, it was seen as insufficient to really stimulate its use, especially since the existing
system was not aimed at a longer period of low production. Consequently, the newly intro-
duced APLD system, which was based on the TRILD measure from 19933, consists of a more
advantageous allowance for employees on STW and for a longer period of time. So-called
“framework contracts” (conventions cadre) could be sighed at a national, regional or de-
partmental level (in the sense of the territorial division), between a professional or inter-

(Riso, 2010; Mandl et al., 2010). For a complete description of the STW regulation in France see Liaisons
sociales, (2010) “Mode d’emploi du chémage partiel », n°146/2010, July.

2 Arpaia et al., 2010.

w

During the French recession of 1993, a special STW convention was created: the short-time compensation of
long duration (the TRILD). It was implemented in 1993 and was retracted in 1996 when the economic situa-
tion recovered. Firms could sign such a convention for a duration of 12 to 18 months. This type of STW con-
vention played the role of a structural shock absorber especially for some big firms.




professional organisation or a large firm on the one side and the Ministry of Employment
and the prefect or the director of the state employment services at the departmental (terri-
torial) level of the Direccte! on the other side (regional department of firms, competition,
consumption, work and employment). Firms could subscribe to the framework contract that
applied to their area of activity easily by filling in an application form.

These conventions have exactly the same legal basis as “regular” STW schemes (participa-
tion conditions, maximum number of STW hours, etc.) but they cover a maximum period of
compensation of 12 months (from 3 to 12 months). APLD agreements also permit a higher
compensation for employees than “regular” STW, as under APLD, employers have to pay 75
per cent of the hourly gross salary in comparison with 60 per cent for chémage partiel. This
higher compensation is made possible since the compensation of an APLD agreement is fi-
nanced by the State and by the Unédic (the institution that pays unemployment benefits in
France). For each hour covered by an APLD convention, the employer receives the basic
STW specific allowance (€3.33 or €3.84 according to the firm size). In addition to that, the
employer receives an additional contractual APLD allowance which depends on the duration
of APLD use. The first 50 STW hours per employee are funded by the state, providing €1.90
per hour for the contractual APLD allowance. For hours going above the 50 hours per em-
ployee, the Unédic pays €3.90 per hour of additional contractual allowance.

When an APLD agreement is signed, firms commit to preserve the jobs of employees on
STW during a period of time equal to the double of the period of the agreement. If firms do
not respect this condition they have to reimburse STW and APLD allowances. Since Novem-
ber 2009, the French Labour Code has been making an explicit mention of the possibility of
suspending the employment contract and of being trained during STW periods. In the STW
regulation, the articulation between STW and training is not compulsory but only encour-
aged. Nevertheless, when signing an APLD agreement, an employer commits to proposing
to each employee on STWA an individual interview in order to explore the possible training
actions to develop.

Finally, at the beginning of 2012, several additional changes were made to the STW regula-
tion. These changes were again aimed at making the system more attractive for companies
as well as employees. The most recent changes included the following measures:

m A further increase of the STW specific subsidy by €1.00 per hour, resulting in the STW
specific allocation of €4.84 per hour for firms with less than 250 employees and €4.33
per hour for firms with more than 250 employees.

= The additional APLD subsidy is exclusively paid by the Unédic instead of being co-
financed by the state. For each hour of short-time work covered by an APLD agreement,
the Unédic pays and additional APLD subsidy of €2.90.

= Within APLD agreements, training is possible during STW hours under the same condi-
tions as under regular training plans (plan de formation). During this type of training pe-
riods, employees receive 100% of their net salary.

= APLD agreements can be set up for a minimum duration of two months, instead of three
months as before.

! Direction régionale des entreprises, de la concurrence, de la consommation, du travail et de I'emploi.




In addition to these legislative changes, efforts are being made to lessen the administrative
burden on companies using STW. Furthermore, the reimbursement of the salary costs by
the state will be provided much more quickly than in the past, with the state aiming at a
reimbursement time of maximum 8 days.

7.3 Implementation of the French STWA

Even though several respondents describe the French system of STW as “endangered” or
“sleeping” before the recent crisis, both the intensity of the crisis as well as the legislative
reforms led to a rediscovery of the measure. Thus, in the crisis years after 2008, the re-
course to STWA strongly increased. Nonetheless, respondents also mention that policy ac-
tors as well as companies needed some time to really get to grips again with the old sys-
tem and to adapt to the new system of APLD. In this section, we look at the use of STWA
during the years 2007 to 2010.

The state and the social partners, both at national and sectoral or departmental level, were
proactive during the crisis and worked together on a number of measures, including STWA.
In general, the different changes in the regulation were joint initiatives of social partners.
They were certainly the principal actors behind the APLD agreements, as these are based
on a social partnership between state and industry actors. They discussed and agreed on
both the financial aspects of the system and on the conditional aspects such as the obliga-
tion of employers to keep on their employees after using STW.

The debates between the actors were complicated by the complexity of working time re-
gimes. Since working times may vary throughout the year and specific regulation applies to
tax-exempted overtime, the application of short-time work is not always straightforward.
Some respondents point out that the recent emphasis on STWA actually changed the policy
direction since in the years preceding the crisis the emphasis was more and more placed on
other forms of internal flexibility. As the crisis progressed, the implementation of the “dou-
ble system” of chémage partiel on the one hand and APLD on the other hand led to discus-
sion on the desirability of an integration of the two measures. These demands were not
carried out by the most recent reforms in the end.

In general, the authorizations for STW were issued by the so-called Direccte (Direction ré-
gionale des enterprises, de la concurrence, de la consummation, du travail en de I'emploi),
administrative agencies at regional level. The Direccte judges the economic need of a firm,
but also has a counselling role, supporting employers setting up the STW request and gath-
ering the requested documents. During the crisis, the Direcctes were very active in com-
municating about the availability of the scheme. The administrative burden on companies
wanting to participate in one of the STWA was seen as very high. It is interesting to see
that the number of authorization nonetheless by far exceeds the level of actual usage. In
fact, according to respondents only a small part of firm applications were rejected by the
authorization departments. However, the authorizations often became available only after
firms were already using STW, so that this might explain the rather careful approach of
many firms.

If we want to estimate the extent of enterprises’ use of STWA, administrative data are
available (the data source is DGEFP-Aglae Chomage partiel). This gives us information on




the number of STW authorizations but also on the actual recourse to the measure'. In the
past, only the information on STW authorization was used. Nevertheless, Calavrezo and
Lodin (2011) analyzed the data and showed that information on STW recourse has a good
quality for the metropolitan France area. It is important to look at both the authorisation
statistics as well as at the actual usage, since on average, over the period 2007-2010, STW
hours represent only 30% of the STW authorized hours.

The rise in STWA usage began in the second half of 2008. In 2007 and during the first
three quarters of 2008, the number of STW compensated hours was at the most 1.6 million
per quarter in metropolitan France. Since the forth quarter of 2008 however, the number of
STW compensated hours strongly increased by reaching 31 million hours during the third
quarter of 2009. The number of STW compensated hours decreased rapidly after until the
first quarter of 2010 and further on it decreased in a less drastic way (see figure below).

Figure 7.1 The evolution of STWA use, 2007-2010
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Source: Calavrezo and Lodin (2011); data sources: DGEFP-Aglae Chémage partiel and INSEE, National Account for
the GDP. For the STWA, quarterly seasonally-adjusted data. Field: Metropolitan France.

The annual number of employees using STWA can only be estimated, since the available
statistics are based on monthly information?. When looking at this indicator, the same pic-
ture emerges as above: from January 2007 until September 2008, the number of employ-
ees on STW was only 12.300 per month, compared to up to 150.000 per month since the
fourth quarter of 2008. On average, each month, 103.000 employees were on STW during
the forth quarter of 2008, 220.000 during the first quarter of 2009 and 270.000 during the
second quarter of 2009.

Calavrezo and Lodin (2011) estimated the annual number of STW employees: 74.000 em-
ployees were on STW in 2007, 216.000 in 2008, 673.000 in 2009 and 277.000 in 2010 (see
chart below).

! see Calavrezo and Lodin, 2011.

2 see Calavrezo and Lodin, 2011 for a complete description of the construction of this indicator.




Figure 7.2 Evolution of the monthly number of employees on STW
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adjusted data. Field: Metropolitan France

Between 2007 and 2010, 35 000 different establishments used STWA. 82% of them used
the measure only once during this time period, 14% had two STW episodes and 4% at least
three different STW episodes (see Calavrezo and Lodin, 2011 for more details). On aver-
age, an establishment used short-time work for 4.5 months.

7.4 The workings of the French STWA at company level

The basic condition of companies using STWA in France during the recent crisis was similar
to the situation in other EU countries. However, the impact of the crisis was felt even ear-
lier but also more gradual than in other countries. Thus from the start of 2008, companies
started experiencing a slow-down in economic activity. This became more clear and wide-
spread in the last quarter of 2008 when the demand for goods fell strongly. It was not clear
to companies how long the crisis would go on and how intense its impact would be. The
companies were coming out of a period of reasonable stability, but not of high growth
rates.

As a result of a fall in goods and production in combination with a rather high dismissal
protection of employees, companies had to look for measures to reduce activity without
facing financial problems. First of all, firms started to use other internal flexibility measures
available, such as working time accounts, imposed holidays and similar instruments. Some
employers who were interviewed for the purpose of this study decided to draw up an em-
ployment saving plan (p/an de sauvegarde de I'emploi, PSE) in which they set out the
measures they wished to take to avoid dismissals or minimise their number and to increase
the possibilities of laid-off staff to find alternative employment. After implementing a PSE,
they then started using the short-time working arrangements.




As mentioned before, not all employers knew of the existence of short-time work at the
start of the crisis as the preceding years more attention was paid to internal flexibility
measures. Where they did not know about the measures, employers could get information
through the social partners and through the information provided by the Direccte. When
planning to make use of short-time work, the employer had to notify and consult with the
works council or staff representatives about the plans. The employer had to specify the mo-
tivation underlying the desire to impose STW and also specify the expected duration of us-
age. According to respondents, during the recent crisis there were work councils that sup-
ported the use of STWA as a means of preventing dismissals, but also work councils who
saw STWA as a means of adjusting the payroll without solving basic problems. Work coun-
cils also tried to limit the duration of STW in order to prevent a negative effect on work mo-
rale, as some respondents pointed out.

On the basis of the communication with the work council, the employer could then ask for
the authorisation of short-time work in order to receive the respective short-time work al-
lowances. For this purpose, the employer submitted the necessary forms to the territorial
division of the Direccte, detailing the reasons for STW (fall in production), the projected
duration of STW, the number of employees concerned and the regular working time. If a
firm had units at several locations, every unit had to submit a separate request in the cor-
responding Direccte. As mentioned before, the administrative effort that had to be put into
such an application was seen as rather high. Nonetheless, companies applied for many
short-time work hours than they ended up using. If they were using the short-time work on
the basis of an ALPD agreement, employers first had to find out which ALPD agreement ap-
plied to them. Some very large firms that are made up of several independent units or
companies themselves, even set up their own ALPD agreements with the responsible au-
thorities. Of course, these large firms also have the administrative capacity to take on such
a task. Smaller firms simply had to subscribe to the ALPD agreements at sector or branch
level.

The financial considerations of employers considering use of STWA in France were rather
intricate, as the attractiveness of the measures depends strongly on the choice (and costs)
of employees to be sent into short-time work. Whereas in other countries, the reduced STW
salary is paid by public funds proportional to the salary level of the employee, the dynamic
in the French case is different. Employers in France definitely have to take into account
their obligation to pay 60% or even 75% of the gross salary, depending on the measure
used. The compensation they receive is however not proportional to the salary level of the
employees, but fixed at the level determined by the measure. In the best case for the em-
ployer, the compensation provided by the STWA during the crisis covered €7.74 per hour
(in the case of APLD in a small firm continuing longer than 50 hours). The salary costs
above this level remained as extra costs for the employer. Especially where more expensive
employees, i.e. employees with higher salaries, are using short-time work, and where the
maximum amount of subsidy cannot be claimed, the measures could therefore still be
rather expensive for employers during the crisis, despite the improvements in the subsidy
levels already implemented.

When using short-time work, the employer had to advance the STW salary to the employ-
ees. When the actual extent of STWA usage was reported to the administrative authorities,
the subsidy in question was reimbursed. In fact, a lot of employers decided to use signifi-
cantly lower amounts of short-time work than they were authorised to do. This could be




due to the financial considerations presented above which would mean that they decided to
keep staff in full-time employment. On the other hand, they might not have found the
measures attractive enough and have chosen for dismissals instead. This would be an un-
desirable outcome of the design of the measure. Judging from the interviews carried out
with employers and stakeholders involved, it seems that employers see short-time work as
an instrument that is to be used with utmost care.

In the reporting of the amount of short-time work compensation used, another complicating
factor was the combination with other flexibility measures such as modulation or annualisa-
tion of working time. Where companies varied the weekly working time of their employees
throughout the year, it was obviously difficult to assess how much of the idle working time
was in fact covered by STW and how much was due to general flexibility. This problem
could only be solved by drawing up detailed working time plans for the entire year for
every employee, in order to show what the standard working time at the moment of STWA
use should have been. Needless to say, for some companies this resulted in a very heavy
administrative burden.

After reporting the extent of STW use, employers were refunded part of the salary for the
hours not worked, according to the fixed rates per measure. Several employers faced diffi-
culties in this context, as the payment of the compensation funds seems to have taken very
long in many cases, from about a month to the most extreme case of an entire year. This
delay could lead to serious problems for companies, since they are using STWA first and
foremost to deal with cash flow problems. Due to the lack of orders, they are receiving not
enough money and therefore need to cut back on the money they need to pay immediately.
If then the STW subsidy is only paid much later, it has no easing effect at the time when it
is needed the most.

In addition to the financial considerations which determine whether an employer actually
decides to use STW, the firm may decide to encourage employees to follow a course of
training during their time of short-time work. Generally, firms are responsible for the train-
ing of their employees, and they can make use of a variety of support mechanisms to fi-
nance this training. There are several joint funds to finance training of employees and the
unemployed in which resources contributed by employers, the state, and the ESF are
brought together. In the context of STWA, employers could apply to the Joint Fund for se-
curing career paths (Fonds paritaire de sécurisation des parcours professionnels, FPSPP) for
additional funding of training activities which only came into existence in 2010, but had a
predecessor in the form of a fund of €360 million based on a framework agreement in
20009.

For most companies it was however not easy to organise the training, as they faced similar
problems as in other countries. Firstly, in most cases the employees on STW were only par-
tially put on hold, i.e. for a few hours per week. To find a training programme that fits this
time schedule can be difficult. Especially within APLD agreements, respondents report that
it could be difficult to motivate employees, as they are actually reasonably well-paid for
their period of inactivity and do not feel the need to undertake training activities. For small
and medium-sized enterprises, it was not easy to plan ahead far enough in advance to or-
ganise training successfully. This was less complicated for larger enterprises, but could also
be an issue. Respondents also report that it was difficult to find trainers who could organise
training in a way that it fit the criteria of the training fund. All these aspects resulted in a




situation in which training within STWA was rather an exception than a rule amongst par-
ticipating enterprises.

Where companies used short-time work on the basis of an ALPD agreement, they could use
the measure for up to twelve months. Employers decide to terminate their use of STWA
when the demand, and therefore production, picks up again. When employees return after
a period of short-time work, they enjoyed dismissal protection for a period twice as long as
their STW usage. According to our respondents, most firms followed up on this obligation
and kept their employees. In cases where companies used the STWA to the maximum dura-
tion of 12 months and would have liked to use it even longer, the dismissal protection may
have formed a problem, since at that point, there were no alternatives for further working
time flexibility, but also no possibility to dismiss staff. However, in certain cases it was pos-
sible for a firm to ask for STW and, at the same time, to lay off some of its employees, in
case groups of employees concerned by these two measures are different.

When the use of short-time work was not effective and employees were dismissed nonethe-
less, their entitlements to unemployment benefits and pension rights were not negatively
affected by STWA. If an affected employee was laid off after the period of STW, his unem-
ployment benefits were calculated on the basis of their full-time wage before STW. Under
certain conditions, affected employees may also acquire free retirement credits (points gra-
tuits) counting towards a complementary pension scheme!. This meant that affected em-
ployees do not have to worry about adverse long-term effects for their income or benefit
levels.

In conclusion, the mechanisms that were at play at company level can be characterised by

the following aspects:

= Low initial awareness of the existence of the measures at company level

= Choice of measures, depending on the economic sector

= Involvement of work councils, often trying to limit extent of STW

= Intricate financial reasoning as a result of fixed contributions of the state and Unédic
making STWA relatively expensive for employers

= High administrative burden, also related to other flexibility measures

= Maximum duration of 12 months may lead to difficulties in companies as all possibilities
for flexibility have been exploited

= Employment protections strengthens position of employees on STW

In the section below, we will strive to calculate the effectiveness of the French STWA at
company level in terms of jobs saved.

7.5 Effectiveness of French STWA
7.5.1 Perceived effectiveness
When compared to the situation in Germany, the stakeholders in France are not as un-

equivocally enthusiastic about the STWA as those in Germany. The measures are definitely
not attributed as much importance in tackling the crisis. This is not surprising, as the

! Riso, 2010.




French system did not attract as many participants and thus did not play such an essential
role in the discussions as it did in Germany. The policy makers involved therefore suggest
that the French STWA did not have the effects they could have had, as the scope was sim-
ply too limited. Regarding the overall effectiveness in the cases where one of the available
measures was used, stakeholders are however positive, seeing the French STWA as a sys-
tem that works.

Addressing the question of whether STWA helped to preserve jobs, respondents point to the
dismissal protection that applied to STW participants. As there are no specific cases known
of this dismissal protection being disregarded, it is generally thought that STW participants
kept their jobs. There are no statistics on the effectiveness of STWA however, and respon-
dents are unsure about possible deadweight losses. Stakeholder emphasise the fact that
the French forms of STWA are intended for short, dramatic period of economic crisis and
that they lose effectiveness if used for the long-term. This is of crucial relevance now as
the economic situation in France remains uncertain which makes it difficult to assess the
long-term impact of measures like the STWA.

According to the participating firms that have provided information for this research study,
their participation in one of the STWA reached the desired effects. In the absence of STWA,
they would have had to dismiss more employees. Especially those firms that are experienc-
ing more demand at the moment are positive about their use of STWA. Here again, the em-
phasis is placed on the short-term nature of the measure. If firms had to use it for longer
periods of time, they would think twice about choosing this particular type of support.

While this gives us an impression of the way that the effectiveness of the French STWA is
perceived, the following section will discuss what we can say about this effectiveness based
on the micro-econometric analysis.

7.5.2 Effectiveness according to micro-econometric analysis

To measure the effects of the French short-time working arrangements on employment dur-
ing the crisis, we conduct econometric analysis based on micro-data about STW use and
employment at establishment level and economic performance at firm level. In the follow-
ing, we first present the hypotheses we test and the data and methods we use. We then
present the results of our regression analyses and formulate conclusions about the effec-
tiveness of STWA in France.

Hypotheses and models

As in the German case, we test two different hypotheses. The first one is that the more an
establishment makes use of STWA, the higher the employment /evel in that establishment,
all other things being equal. The second hypothesis is that the higher the STW use in an es-
tablishment is, the more favourable the year-to-year development of employment in that
establishment is, all other things being equal.

STW use and employment are measured in two different ways here. First, we measure em-
ployment as the number of employees in an establishment as of December, 31%. The corre-
sponding measure of STW use is the share of employees in the establishment who bene-
fited from STW. Second, the data we have also registers the number of hours worked in an
establishment in a year, and the number of hours for which STW has been used. Therefore,




in a second specification, we define employment as the number of hours worked and STW
use as the ratio of STW hours relative to the total number of paid hours in the establish-
ment.

Like in the analysis we conducted for Germany, STW use is included in two ways in the
models we estimate. First, we simply take up STW use itself (i.e. the share of employees
benefiting from STW, or the ration of STW hours to hours worked in the establishment).
Second, we also include in the model a cross-term of this STW variable with the change in
output of the firm. This way, we do not only control for the direct effect of STW on em-
ployment, but also for its indirect effect, which occurs if STW moderates the impact of a
negative output shock on employment (see Figure 6.1. in chapter about Germany).

Data

Our analyses for France are based on a combination of three different data sources: the
‘fichier AGLAE chomage partiel’, the ‘Déclarations Annuelles de Données Sociales (DADS)’
at establishment level and the ‘fichiers Bénéfices Réels Normaux (BRN)'.

The ‘AGLAE chomage partiel’ dataset is an administrative source. All of the STW use in
France between 2007 and 2010 is registered in this dataset at establishment level. On the
basis of this data, STW use can be measured as a binary variable (use or not), as the num-
ber of employees who benefited from STW or as the number of STW hours consumed by an
establishment. The dataset originally contains monthly data. It has been aggregated to ob-
tain yearly figures (see Dares Analyses 2012) for more details about the method).

The DADS data is also an administrative source, although non-exhaustive, which contains
information about the employees in an establishment, the structure of the workforce, the
number of hours worked, aggregate figures on pay, etc. We use it to monitor the level and
development of employment at establishment level. We have data for the period 2006-
2009.

Finally, the BRN dataset contains information about economic and financial performance of
firms, such as turnover, benefits, costs, etc. We use it to control for a firm’s output in the
models we estimate. We have data for the period 2006-2009. A drawback of this source is
that, unlike the other two, it is not available at establishment level, but at firm level. This
means that in our analyses, we use output at firm level as a proxy for output at establish-
ment level. Conducting the analysis at firm level directly was not possible: because the
DADS data are not exhaustive, one cannot be sure that all establishments of a given firm
are included in the dataset. This approximation will mostly not be a problem, as most firms
in France only consist of one establishment.

These three datasets have been matched on the basis of a unique identifier at establish-
ment and enterprise level and of the year, to produce a combined panel dataset. The
analyses have been conducted for the period 2007-2009, since this is the period for which
data is available from the three sources mentioned above. It is important to note that in-
formation from the year 2006 from the BRN and DADS datasets is used also, for instance to
compute year-on-year changes in employment or turnover. We include in the analyses only
establishments with a commercial activity, and we exclude the State, public enterprises,
local or regional administrations and hospitals. In the end, we have about 800,000 estab-
lishments and about 1,8 million observations in the estimation sample.




Method

As in the German case study, we estimate panel models with fixed-effects at the establish-
ment level. This helps to ensure that the effects of STW we estimate really can be inter-
preted as ‘all other things being equal’. Also like in the German case study, we attempt to
correct for endogeneity of the use of STW (i.e. for the fact that firms which are in a worse
situation are more likely to make use of STW) by estimating also models involving instru-
mental variables. The tests of exogeneity of STW presented in the estimations below indi-
cate that there is indeed a problem with endogeneity here. We estimate a non-linear two-
stage least squares as proposed by Greene (2003). (see box in chapter about Germany
above for more details).

Effect of ‘chomage partiel’ on the change in employment

First, we estimate the effect of STW on the change in employment in an establishment. The
dependent variable is either the change in the logarithm of the number of persons em-
ployed or the change in the logarithm of the total number of hours paid. The explanatory
variables are: the change in the logarithm of the firm’s turnover, either the share of em-
ployees making use of STW or the share of hours paid which are STW hours, and a cross-
term of the latter variable with the change in the logarithm of turnover. The results are
presented in tables 7.1 to 7.4 below.

When we look at employment measured in persons (tables 7.1 and 7.2), the effects of STW
on the change in employment appear rather negative. The share of employees benefiting
from STW has got itself a negative and significant effect, and the positive sign of the coeffi-
cient on the cross-term with the change in output indicates that STW tends to reinforce the
effects on employment of an output shock. This is contrary to what one would expect. Us-
ing instrumental variables does not qualitatively change this result. Both models find a
negative average effect of STW on employment, of -0.03 percent for the OLS estimations
and -0.3 percent for the 2SLS estimations.

When employment is measured in hours (tables 7.3 and 7.4), the picture is similar. In the
OLS estimations, the share of STW hours has got a negative effect itself, but STW appears
to moderate the effects of a shock in output on employment. The overall resulting effect
estimated is however a small negative one (-0.05 percent). Using instrumental variables
does not lead to more positive results, on the contrary. In the model estimated by non-
linear two-stage least squares, we find a negative direct effect of STW next to a reinforce-
ment of output shocks (which, again, is not what one would expect). The coefficients indi-
cate a negative average effect of STW on the change in employment (-0.75 percent).

In both models, the change in output has got a positive and significant effect on the change
in employment, as one would expect. The coefficient on this variable is closer to usual val-
ues in the model in hours than in the model in persons.




Table 7.1

Fixed-effects in persons, OLS

linear 2SLS

n observations 1754622
n establishments 777552
R? 0.03

Coef. t P> |t|
Aln turnover 0.1304 106.30 0.000
STW -0.0762 -12.75 0.000
STW*AIn turnover -0.0144 -0.87 0.383
constant -0.0048 -25.56 0.000
rho 0.3647
Table 7.2 Fixed-effects in persons, non-
n observations 1754622
n establishments 777552
R? 0.02

Coef. t P>|t|
Aln turnover 0.1124 73.20 0.000
STW -0.5617 -18.30 0.000
STW*AIn turnover 0.1959 9.14 0.000
constant -0.0018 -7.36 0.000
rho 0.3687
HO : STW is exogneous 0.000
Table 7.3 Fixed-effects in hours, OLS
n observations 1830502
n establishments 818968
R? 0.08

Coef. t P> |t|
Aln turnover 0.3014 232.57 0.000
STW -0.9593 -17.79 0.000
STW*AIn turnover -0.8166 -7.50 0.000
constant -0.0026 -12.55 0.000
rho 0.5609




Table 7.4 Fixed-effects in hours, non-linear 2SLS

n observations 1830502
n establishments 818968
R? 0.03

Coef. t P> |t|
Aln turnover 0.2425 151.99 0.000
STW -14.9829 -61.02 0.000
STW*AIn turnover 1.0816 7.84 0.000
constant 0.0053 22.04 0.000
rho 0.5839
HO : STW is exogneous 0.000

Effect of ‘chomage partiel’ on the level of employment

In a second version of our model, we estimate the effect of STW on the level of employ-
ment in an establishment. The variables involved are similar to the preceding model, ex-
cept that the change in employment is replaced by the level of employment and the change
in turnover replaced by its level.

When looking at employment in terms of persons (tables 7.5 and 7.6), we again find a
negative effect of STW on employment if we do not correct for the endogeneity of STW use.
The estimation results of the OLS model indicate an average effect of STW on employment
of -0.025 percent, and a positive effect of STW only for establishments which experience a
drop in output greater than 55 percent. When we use instrumental variables to correct for
the endogeneity of STW, we find no longer any significant effect of STW on the level of em-
ployment measured in persons.

When the level of employment is measured in hours rather than in persons (tables 7.7 and
7.8), results are similar. The OLS estimation results indicate a negative effect of STW on
employment (-0.03 percent). According to these results, STW use only has a positive effect
on employment in firms which experienced an output drop by more than 59 percent. The
non-linear two-stage least squares estimations, which correct for the endogeneity of STW,
indicate a negative average effect of STW as well (-0.05 percent). The moderating effect of
STW on output shocks appears not to be significant in this model.

In all four models, the level of output has got a positive and significant effect on the level
of employment. The coefficient is closest to values usually found in the literature for the
model in hours. The negative coefficient on the time trend (which is included to capture
technological progress) indicates, as one would expect, that firms need less labour as tech-
nology improves, all other things being equal.




Table 7.5 Fixed-effects in persons, OLS

n observations 1754622
n establishments 777552
R? 0.15

Coef. t P> |t|
In turnover 0.2690 239.83 0.000
year -0.0089 -47.07 0.000
STW -0.0500 -11.41 0.000
STW*AIn turnover -0.0878 -7.26 0.000
constant 17.6676 46.25 0.000
rho 0.9752
Table 7.6 Fixed-effects in persons, non-linear 2SLS
n observations 1754622
n establishments 777552
R? 0.15

Coef. t P> |t|
In turnover 0.2683 162.29 0.000
year -0.0090 -36.68 0.000
STW -0.0196 -0.65 0.518
STW*AIn turnover 0.0145 0.93 0.353
constant 17.7349 36.55 0.000
rho 0.9752
HO : STW is exogneous 0.465
Table 7.7 Fixed-effects in hours, OLS
n observations 1830502
n establishments 818968
R? 0.17

Coef. t P> |t|
In turnover 0.4024 329.89 0.000
year -0.0212 -96.67 0.000
STW -0.5950 -14.38 0.000
STW*AIn turnover -1.0028 -12.01 0.000
constant 48.5916 110.05 0.000

rho 0.9751




Table 7.8 Fixed-effects in hours, non-linear 2SLS

n observations 1830502
n establishments 818968
R? 0.17

Coef. t P> |t|
In turnover 0.3971 217.12 0.000
year -0.0208 -80.14 0.000
STW -0.9993 -3.96 0.000
STW*AIn turnover -0.0271 -0.26 0.798
constant 47.8369 92.64 0.000
rho 0.9748
HO : STW is exogneous 0.000

Conclusions

In the above, we presented eight different models, which differed along the following lines:
change in employment vs. level of employment as the dependent variable; employment
measured in persons vs. in hours; model estimated by OLS or by non-linear two-stage least
squares.

We only find a positive effect of STW on employment for firms which experience very im-
portant drops in output (by more than 55 or 60 percent), in models where the level of em-
ployment (in employees or in hours) is the dependent variable, and which are estimated by
OLS. But the average effects of STW estimated are in general negative, ranging from -
0.025 percent to -0.75 percent.

We note that using instrumental variables to correct for the endogeneity of STW does not in
most cases lead to a more positive effect of STW in our estimations. This is different from
what one would expect. It may be interesting to look for better instrumental variables than
the ‘learning effect’ following the reforms of end 2008 / begin 2009.

7.5.3 Overall effectiveness

The results of the econometric analysis of the firm level data in France do not lead us to
firm conclusions. The results are not robust enough to firmly speak of a clear effect of
STWA on the level or change of employment in the firms that participated in one of the
measures. This clearly has to do with the endogeneity of STWA which remains difficult to
correct for in the data. Furthermore, the frequent changes in the measures make it difficult
to interpret the data exactly, as the situation of the companies concerned changed repeat-
edly. Even without the changes, the different options available for companies make the
situation less straight-forward for data interpretation than for example in the case of Ger-
many. This is also reflected in the more hesitant appraisal of the respondents, both stake-
holders and firms.

Furthermore, the current situation of the French economy also makes the effectiveness
more difficult to assess. While the economy recovered in 2010 with GDP growth of 1.5 per
cent, following that the economic situation has deteriorated again, triggered by the Euro-
pean-wide sovereign debt crisis. This raises the question whether we can consider France
to have come out of the crisis or whether this crisis is still ongoing. If this is the case, it




may be too early to measure effects or, alternatively, the effects may already be lost due
to the second economic dip. It is clear that the development of the economic climate in this
sense does not mirror the development in Germany, which was classified as the ideal situa-
tion for STWA to have effect. It may thus not be the French STWA as such, but more the
economic context which leads to a blurry picture of the effectiveness of the system during
the recent crisis.

7.6 Conclusions and lessons learned

The French system of STW clearly differs from other system in its design and implementa-
tion. It is firmly embedded within the French structure of social dialogue and it has to work
within the framework of working times and internal flexibility of companies. Though the
system of chémage partiel has existed for a long period of time, it has been changed re-
peatedly and the new system of APLD has been added to it. Though this can make the
situation in France slightly complicated at times, it means that the system is tailored to the
French situation and that a different system would probably not fit within the institutional
and societal framework. Nonetheless, we can draw general conclusions from the French ex-
perience of STWA during recent years.

Firstly, regarding the context, it is clear that the situation in France was not as favourable
to the use of STWA as in other countries. Firstly, the system of STWA was not well-known
to the actors involved, as the years preceding the crisis the use of STW was discouraged.
In addition, it was deemed necessary to change the system and adapt it to current condi-
tions which created more uncertainty, as different changes and additions were carried out
at policy level which had to feed through to the implementation level. As a result of this
situation, there was more discussion about the use of the measures, as different ideas ex-
isted on the best way to preserve employment. This is in stark contrast to the situation in
Germany, where for several reasons STWA was seen as the instrument of choice by most
stakeholders.

The most distinguishing feature of the French system is the strong representation of the
social partners at all stages of the implementation process. While in Germany and Austria
the social partners are also represented via work councils and collective agreements, in
France the sectoral and inter-professional level social partners, i.e. the trade unions, have
a lot of potential to influence the use of the measures. This is clearly an example of how
the economic tradition of the country feeds through to the set-up of a measure like the
STW. In this case, the trade unions can contribute to a better protection of employees in
the case of STWA participation. It can be expected that their involvement has a tempering
effect and therefore avoids unnecessary STW application, also providing legitimacy for the
measures undertaken. Furthermore it provides some efficiency gains, as the sectoral level
can sort out the conditions for the company level. At the same time however, the bargain-
ing involved in this process of social dialogue seems to have deterred some companies, es-
pecially smaller ones, from participating in one of the measures at all. This pay-off between
stronger and weaker social partner involvement is important to remember.

The Achilles heel of the French STWA during the recent crisis was clearly the administrative
procedures related to the measures. Firstly, participation required a lot of administrative
activity from the companies involved, as they had to work through the intricate legislative




provisions and provide extensive administrative evidence on their eligibility and use of the
measures, also connected to existing internal flexibility in the context of the 35-hour week.
Besides the administrative burden, which should be addressed, even more importantly the
financial administration of the STWA was not administered according to plan. Thus, compa-
nies had to wait several weeks, if not months, for the reimbursement of salaries. This cre-
ates a difficult situation for companies and can have a serious negative impact on the effec-
tiveness of the measures. The stakeholders in France are aware of this problem and aim to
address it in the future administration of the measures. Overall, these issues serve to re-
emphasise the importance of the successful administrative handling of the system in Ger-
many which earned praise from all stakeholders involved.

Finally, it has to be reemphasized that the role of the French STWA during the recent crisis
was simply very different to that played by the German system. Since the German Kurzar-
beit was one of the central measures of the German approach to the crisis, the French STW
measures were much less significant in their scope and impact. Within the French systems
of working time modulation and annualisation, companies have recourse to internal flexibil-
ity of working hours and it is not always clear how this system relates to short-time work.
Furthermore, the French STWA are really seen as short-term solutions, even though the
APLD can also be used for a longer time. Thus, at a point when the crisis does not subside,
actors may not regard short-time work as a relevant measure anymore. This point is espe-
cially relevant at present, as the French economy is facing a difficult situation once more. It
can therefore be questioned whether in the French case the context was conducive to the
effectiveness of the short-time work measures applied.







8 Country case: Austria

The Austrian system of STWA is designed in a way similar to the German one. The impact
of the economic crisis in Austria also developed along the same lines as in Germany. When
we look closer, the design and use of the measures of course differed between the coun-
tries. In the following we describe how the situation evolved in Austria and what can be
said about the role of STWA in the Austrian experience of the crisis.

8.1 The impact of the 2008-2009 crisis in Austria

Regarding the economic situation before the crisis, the Austrian economy was in relatively
good shape. The growth of GDP slowed down from almost 4% in 2000 to rates under 2% in
2001 to 2003. Between 2003 and 2008 the growth of GDP exceeded 2% reaching 3.7% in
2007. In 2008 the crisis was starting to make its impact felt, as the growth slowed down
again to 2.2% overall. In 2009 the crisis could be felt all year as the Austrian economy
shrank by 3.9%, less intensely than in Germany but a greater fall than was experienced in
France. In 2010 the economy started to recover again as the GDP increased by 2%.

The unemployment rates in Austria in the last decade were significantly lower than the
EU27 average. Before the crisis started, in the second quarter of 2008, the unemployment
rate in Austria was as low as 3.5%. In the third quarter of 2009 the unemployment rate
peaked when reaching 5% (compared to 9.3% in EU27). These numbers would suggest that
businesses may have difficulties in finding suitable staff, at least in the years preceding the
crisis. Until 2009 the unemployment rate of men in Austria was lower than the unemploy-
ment rate of women. As a consequence of the crisis, the growth of the unemployment rate
of men was considerably higher then by women. For almost the whole of 2009 and 2010
the unemployment rate of men exceeded the unemployment rate of women.
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Just as the unemployment rate has been lower in Austria when compared to the rest of
Europe, the employment rate has been considerably higher than the EU27 average
throughout the decade. Since late 2006, the Austrian employment rate has exceeded 70%.




It peaked in late 2008 when it reached 72.8%. Since then, it has been fluctuating between
70.6% and 72.6%. The employment rate of Austrian men, as well as women, is above the
EU27 average (almost reaching 80%, respective 68%). Although the employment rates of
women have been growing (from roughly 60% in early 2000’s), there is still relatively a
large gap in the employment rates between the sexes.

In conclusion, the economic context of STWA use in Austria was characterised by the fol-

lowing factors:

= Stable economic situation before the crisis, relatively strong impact of crisis in 2009,
quick recovery in 2010;

= Very low unemployment before the crisis, increasing during the crisis but still low in
comparison to other EU countries;

= Relatively large gap between the employment of men and women, relatively low em-
ployment rate of people aged 55 and older.

Taking this economic context into account, we now move on to look at the way the Austrian
STWA was designed and implemented in the last few years.

8.2 The Austrian STWA system and its evolution during the crisis

The Austrian short-time working arrangements are comparable to the German system and
thus represent a classic model of STW. Austrian STW, Kurzarbeit, already existed before
the crisis and was aimed at companies experiencing temporary economic difficulties due to
external problems. Though it could be used for bridging cyclical difficulties (though not sea-
sonal cycles), it was mainly associated with business dealing with external catastrophes,
such as the floods in Austria in 2002 or the BSE-crisis in the agricultural sector. During the
recent recession, STWA was discovered as an instrument to deal with the intense cyclical
problems. This was due to the fact that a situation had occurred where almost all sectors of
the economy were dealing with strong falls in order and therefore falls in labour demand
while the end of the crisis could not be foreseen.

In its original form, Austrian Kurzarbeit was an instrument which aimed to support compa-
nies facing short-time economic difficulties. Companies had to prove their economic need
and come to an agreement with their work councils. Though the short-time work payments
that are provided for the participation employees are financed from the unemployment in-
surance funds, employers had to continue paying social security contributions and possibly
additional compensations agreed upon with social partners. Furthermore, the STW support
was limited to three months. These conditions were in place to prevent enterprises with
structural problems making use of the measure and to avoid deadweight losses. In order to
make the instrument more attractive and increase the flexibility with which it could be ap-
plied, some of these conditions were changed.

The first changes to the measure were already introduced in 2008 when the core personnel
of temporary employment agencies also became eligible for short-time work, as well as
companies without work councils. In February 2009, more far-reaching changes were
agreed upon. Perhaps most importantly, the maximum duration of short-time work was ex-
tended. While the duration used to be limited to three months, it was now possible to ex-




tend participation to 12 and even to 18 months. Though short-time work was still meant to
bridge short-term problems, the severity of the economic crisis required measures that
could take away fears of businesses that the instrument was not flexible enough.

In addition, in February 2009 the combination of qualification and short-time work was en-
shrined in the legislative framework. If they participated in transversal, non-specific train-
ing measures during their STW time, employees could receive a compensation which was
15 per cent higher than the usual STW rate. This was paid by the employer but reimbursed
by the employment agency (Arbeitsmarktservice, AMS). Furthermore, up to 60 per cent of
the costs of the training courses were reimbursed, the remaining costs being paid by the
employer. This subsidy of training costs was financed by the European Social Fund. A social
partner agreement concerning qualification measure was a precondition for the use of this
added regulation. Finally, the legislative framework of the STWA was adjusted by defining a
possible range of STW from 10 to 90 per cent of the usual working time, instead of specific
numbers and ranges of STW hours which were defined previously.

Although the extended duration of STW and the subsidies provided for qualification were
supposed to make the Austrian Kurzarbeit more attractive to businesses and employees, in
the months following the legislative changes, it became clear that it was still a rather ex-
pensive measure for companies, due to the obligation to pay full social security contribu-
tions on the one hand and as a result of generous social partner agreements regarding
wage top-ups for employees on the other hand. While it was seen as desirable and neces-
sary that companies contribute some part of the costs of STW in order to prevent dead-
weight losses, it was seen as undesirable that companies would look for alternatives be-
cause of the high costs of STW. Especially the comparison with Germany, where the social
security contributions could be partly or entirely reimbursed led to calls from both industry
and trade unions to make the system financially more attractive. Thus, in July 2009 it was
agreed that the social security contributions for the time not worked would be reimbursed
from the seventh month of STW onwards. In addition, the possible duration of STW was
raised once again, to a maximum of 24 months which was seen as a rather symbolic act to
reassure enterprises as much as possible.

Regarding the legislative developments it is important to point out that these were all car-
ried out with involvement of the Ministry of Labour, Social Affairs and Consumer Protection
(BMASK), the employment agency AMS and the social partners. While the AMS is responsi-
ble for the practical implementation of the STWA, the BMASK defined the legal framework
for the funding guidelines which were specified by the Funding Committee of the AMS,
again made up of representatives of all stakeholders involved. In this context, some techni-
cal decisions were also made which had an important impact on the way that STWA was
run. Most importantly, it was decided to finance the STWA no longer from the active budget
but to activate passive resources for the time of the crisis. As the active budget is limited,
extensive use of this budget would have led to the need to cut expenses on other labour
market support measures. This was therefore prevented by using other resources.




8.3 Implementation of the Austrian STWA

At the start of the crisis, Kurzarbeit was not well-known as an instrument in enterprises
and the general public. However, it quickly became one of the key issues discussed in rela-
tion to the crisis and was also covered extensively by the mainstream media. The BMASK,
the AMS, the Chamber of Labour (Arbeiterkammer, AK), the Federation of Austrian Indus-
tries (Industriellenvereinigung, IV) and other stakeholders provided information on their
websites and held informative activities. A special advice and counselling service for SME’s
was established at the AMS, as the measure was considered more difficult to implement for
these kinds of enterprises. These information efforts were seen as especially beneficial
since the STWA had been hardly used in before the 2008-09 crisis. Though employer and
employee organisations had clearly outlined positions in the beginning of the negotiations
about STWA, most respondents emphasise the consensual manner in which the differences
were overcome.

Although in comparison to Germany, the use of STW in Austria was low (in a comparison
adjusted according to population size, German STWA was used four times as much as Aus-
trian?), this was the first time that the Austrian STWA was used so broadly throughout the
economy. Overall, most applications for STW came from enterprises in the automobile sec-
tor and the manufacturing sector, from machine producers and suppliers in these sectors.
In line with the characteristics of these sectors, mainly men working in large enterprises
were affected. This led to some discussions that the measures were not properly imple-
mented in female-dominated sectors, for example in the retail sector.

Generally speaking, the use of the available measures displayed the same development as
in Germany and France. Starting in the last quarter of 2008, the number of people taking
part in the STWA was steeply rising. The participation in the STWA peaked in April 2009,
when 37,346 people took part in STWA. The number of participants exceeded 30,000 until
August 2009. Hereafter, the participation in STWA was decreasing. The planned participa-
tion in STWA was higher than the actually realized STWA. For April 2009 the companies
planned that roughly 56.000 people would take part in the scheme. This means, that the
companies do not use all the registered STWA if it is not necessary. This may be an indica-
tion that the costs that companies have to cover for employees within STW work as an in-
centive to consider closely the actual need of participation. The graph below shows the par-
ticipation rates of employees throughout the crisis.

! See WIFO (2011): Kurzarbeit in Osterreich und Deutschland.




Figure 8.1 Participation in Austrian Kurzarbeit (in thousands, employees)
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The participation rates were seen as satisfying by most actors, as few calls for higher or
lower use of the measure were heard. In fact, some respondents see the relatively low
take-up of the measure as a positive sign, interpreting it as a result of a comparatively mild
impact of the recession or at least as an indication that the deadweight loss was negligible.
Despite the various measures to extend the maximum duration of STW, the average dura-
tion of STWA use was around four months. Once again, this suggests that the STWA was
only used where it was necessary and was terminated again when possible.

The social partners were heavily involved in the implementation of the scheme in Austria at
all levels. In fact, this can be seen as one of the most distinguishing characteristics of the
Austrian system. On the one hand, social partners were of course involved in the policy dis-
cussions at national level that led to the changes in the legislative framework. Furthermore,
they played a crucial role in the actual implementation of the measures which is formalised
in the framework of the STWA. Thus, every company which wishes to apply for STW needs
to come to an agreement with the work council at both company and subscribe to the
agreements made at sectoral level. Generally, trade unions and employer federations set
up framework agreements at sectoral level which companies could subscribe to. In addi-
tion, work councils came to agreements with employers at company level. Where no work
council existed, trade unions carried out the negotiations with employers. In many cases,
employers were required by social partner agreement to pay higher compensation to their
short-time workers than the legal minimum. Furthermore, the duration and extent of short-
time work and the organisation of qualification measures were defined in the agreements.

The need to come to an agreement at both company and sectoral level could be an obstacle
for companies to apply for STW, as it also increased the administrative burden. At the same
time, sectoral framework agreements which were binding for the entire sector could also
alleviate difficulties at company level. Moreover, the social dialogue that needs to be con-




ducted for this measure is in fact seen as a deliberate selection mechanism by some re-
spondents. The social partner agreement can therefore be seen as a pre-check on the ap-
plication. In fact the actual applications that were submitted to the AMS were hardly ever
rejected which seems to confirm this interpretation. There are some concerns that the need
for a social partner agreement at individual enterprise level hindered the participation of
SMEs since they do not normally use the formalised social dialogue structures.

The experiences of the qualification measures within the framework of the STWA are mixed.
While most stakeholders seem to support the idea of using STW-time for training purposes,
this possibility was only taken up by a small proportion as only about 10 per cent of par-
ticipating employees made use of the available qualification allowance of the AMS. Where
training was organised, courses were offered that enhance the general skills (foreign lan-
guage classes, quality management, etc.) or provide sector-specific vocational competences
(sales-training, specific driving licence courses, etc.). The difficulties that prevented com-
panies from making use of the training measure were similar to those faced in other coun-
tries. Importantly, Austrian enterprises also applied another instrument, so-called educa-
tional leave, instead of STW qualification. This was cheaper to the enterprise and also
amended during the crisis, as the minimum duration was shortened to 2 months and the
federal provinces provided additional funding. There might therefore be some substitution
of short-time work for educational leave.

Overall, the implementation of the Austrian STWA did not face many problems, apart from
the disappointing take up of qualification measures. We will now move on to look at the
way in which STWA was implemented at company level in order to identify the mechanisms
that influence the decisions of employers and employees and can help us explain the effec-
tiveness of the instrument.

8.4 The workings of the Austrian STWA at company level

As in other countries, businesses in Austria started feeling the impact of the crisis in late
2008. Again, it was mainly manufacturing and industrial companies that were the first to
suffer from the drop in demand. Respondents report a sharp decline in orders which was
not foreseen and which was also not predictable in its duration and extent. As a first reac-
tion to these developments, companies took the usual measures to address the decrease in
production, such as urging employees to take up their holiday entitlements or built-up
compensation time. Some companies carried out a limited number of dismissals before they
started thinking about STWA, based on consensual termination of contracts or involuntary
emergency layoffs.

As companies did not wish to lose more qualified personnel, they started looking for alter-
natives to dismissals. In some cases, companies already knew of the possibility of using
STWA. Others heard about it in the media, from industry associations, or actually knew
about the existence of STWA in Germany and looked for an Austrian equivalent. Some
companies were even encouraged by their German sister companies to make use of the
Austrian measures. In several cases, respondents report that it was actually the shop stew-
ard of the work council who brought up the idea of STWA in the company. The shop stew-
ards appear to have received extensive information from their trade unions, both about the




general possibility of using STWA and during the process of implementation. Since the Aus-
trian system of Kurzarbeit was much less well-known than the instruments in Germany and
France for example, the information provision by social partners, government and the me-

dia played an important catalysing role.

Before applying for STWA, companies and work councils looked for alternatives to using the
measure. This was done in consultation with the AMS, whereby the search for alternatives
also included an economic needs test for the company. When the decision to use STWA was
taken, the company had to sort out the agreements with social partners at different levels.
Thus firstly, the employer had to refer to the collective agreement and subscribe to the
terms defined at the sectoral level where such an agreement existed. Secondly, the em-
ployer had to come to a company agreement with the work council, based on the conditions
set by the collective agreement. In companies without a work council, the trade unions sent
representatives to conduct the negotiations with the employer. In this company agreement,
the following aspects were included:

= the scope, duration and extent of STWA;

= the amount of support;

= the number of affected workers;

= the period during which no dismissals during/after STWA were possible;

= the details of the qualification measures (if training took place during STWA).

The several layers of bargaining led to a situation where employers had to make important
concessions to employees and to trade unions. Some respondents indicate that small and
medium enterprises that are not used to collective bargaining procedures were possibly dis-
couraged by these processes. While Austrian trade union see STWA as an instrument that
benefits both employers and employees, they were also emphasising their concern that
businesses could essentially out-source their business risk by taking advantage of collective
support. It was therefore important to trade unions that employers would pay an additional
allowance to employees. In most sectors and enterprises, this resulted in short-time work
compensation for employees which was significantly higher than the publicly provided par-
tial unemployment benefit. As a result, Austrian Kurzarbeit is seen as a rather expensive
measure for companies, more so than for example in Germany.

Despite the costs, companies decided to continue with the implementation of STWA which
suggests that they saw some benefit in it. With their social partner agreements and the
economic needs assessment, they had to step to the AMS for their application six weeks
before the start of STWA. This lead time was criticised as too long and in fact, in most
cases the applications were actually processed much more quickly. Since the application
procedure was seen as rather cumbersome, companies often applied for a maximum num-
ber of short-time workers in order to prevent themselves from having to file an additional
application if their use of STW increased. At the same time, the social partner consultation
seem to have worked as a filtering mechanism, as throughout the crisis almost no applica-
tions for STWA had to be rejected by the AMS.

In the implementation of STW, companies did not face serious difficulties according to re-
spondents. The selection of employees working short-time was based on work load moni-
toring, which however meant that production workers were sometimes overrepresented.
Some companies consciously decided to spread the distribution of STW also to other de-




partments in order to increase the internal solidarity. This remains a difficult task since
employees working as sales representatives or in the R&D departments might be working
even more intensively during the crisis than before. Nonetheless, no problematic cases of
unequal or unreasonable STW distribution were reported. Whereas employees might in the
beginning be worried about their position in the company when going on STW, they usually
get used to it after some time. Furthermore, most employees stay working a few days per
week and therefore do not lose touch with the company.

Companies were informed by the AMS on application about the possibility of combining
qualification measures with STWA. Of course, this only applied to companies applying from
2009 onwards, as before that date the measures encouraging the use of qualifications were
not yet in place. Nonetheless, a lot of companies decide not to make use of the qualification
measures. One of the most important factors in this decision appears to be the sense of ur-
gency which applies to the use of STW and which does not fit the consideration of training
measures which need to be well-planned and thought through. Thus, in times where the
STW application is administered companies feel rushed and in a state of emergency and do
not have the time nor the resources to think about the organisation of additional qualifica-
tion programmes.

The situation was different in the larger companies that are used to carrying out their own
qualification programmes, may have already been planning specific training courses and
have recourse to trusted trainers and educational institutions. In these cases, it was usually
already defined in the company agreement what kind of training measures would be carried
out and employees were often obliged to take part in them which facilitated the implemen-
tation. Other companies decided not to carry out training measure in the context of STWA
but made use of the instrument of educational leave which was already referred to above.
This was a very different instrument than STWA, as it focuses specifically on education and
not on employment protection, but it was, according to some respondents, misused as a
kind of alternative way of short-time work during the crisis.

In order to receive the reimbursement of STW allowances and, later on, of social security
contributions, the employers had to submit a monthly report to the AMS with the actual use
of STWA. In practice, this actual use turned out to be much lower than the projected use in
the company agreements, as companies tried to keep the use of STW as low as possible.
The monthly report also works as a check on the employers obligation not to dismiss em-
ployees on STW. Notably, depending on the company and sector agreement, some employ-
ers were able to dismiss employees who were not on STW, as the dismissal protection only
applied to those actually participating in the measure.

A lot of companies only experienced a relatively short time of decreasing demand. Accord-
ing to the regulation regarding STWA, companies had to re-assess their need to use STWA
after six months, even though the maximum duration of the use of STWA had been ex-
tended several times. In fact, most companies did not use STWA longer than six months,
terminating their use of STWA on average after four months. Respondents report that ex-
tending the use of STWA beyond the first six month would have led to more difficult consul-
tations with social partners. Luckily, in a lot of cases the demand picked up again just be-
fore an extension of the measure became necessary. As the measure was experienced as




quite expensive, especially in relation to opportunities in other countries, companies were
happy to reduce the use of short-time work.

As the social partner agreements often included stipulations on dismissal protection also for
the time after use of STWA, employees mostly kept their job when the economy picked up
again. Considering the fact that some companies only used the STWA for a very short pe-
riod of time, it may be questioned whether they really needed the support to survive. In
hindsight, it may have been possible for those companies to bridge the temporary drop in
demand without recourse to public subsidies. This was confirmed by some respondents. For
the companies themselves, no negative effects were reported.

8.5 Effectiveness of Austrian STWA
8.5.1 Perceived effect

The overall judgement of the effectiveness of the measure in Austria is a positive one. Ac-
cording to the majority of respondents the STWA in Austria worked the way it was sup-
posed to work and protected the jobs for which it was used. While there is some criticism of
specific aspects of the instrument (e.g. the costs to enterprises), the effectiveness as such
is not questioned. STW was the only policy measure during the crisis that targeted em-
ployment directly as other instruments were targeted at upholding investment, solvability
or supporting businesses in other ways, and this direct support for employment is valued
by stakeholders.

The businesses that were interviewed in the context of this study also responded positively
to the effect that their participation in STWA had. The Austrian system of STW is seen as
providing suitable support for bridging short-term drops in demand and productivity, so
that participating employees could indeed keep their job after demand picked up again. In
this context, it is worth mentioning that STWA is not seen as a viable long-term alternative
for businesses as it is seen as rather expensive, so that after some time dismissals become
necessary after all. In addition, some respondents reckon that the jobs that were protected
by STWA use would probably have remained unscathed also in the absence of STWA. This
implies deadweight losses which is striking in a situation where the instrument is actually
seen as rather expensive in the first place. It seems to be the case that both cases where
the measure is seen as too expensive and cases where it is actually used more extensively
than necessary do coexist.

While the perception of the effectiveness of the measures is generally positive, we will now
turn to estimating the effectiveness on the basis of the available data, by following individ-
ual employees over time in the data sets of the Austrian employment service.

8.5.2 Effect according to micro-econometric analysis
In order to measure the effects of the Austrian Kurzarbeit on employment, we conduct an

econometric analysis based on employee-level data. The aim of the analysis is to determine
whether employees participating in Kurtzarbeit have higher job security than non-




participants. In this paragraph, we first present the hypothesis we want to test, then the
data we use, our estimation method, and finally we discuss the estimation result and the
conclusion we draw from it.

Hypothesis and model

The hypothesis is that employees participating in Kurzarbeit have, all other things being
equal, higher job security then non participants. To test this hypothesis, we estimate a mo-
del in which the employment status six months after the start of the Kurzarbeit period is
the variable to be explained.

A binary choice model is applied to explain having a job six months after the start of the
Kurzarbeit period. The probability to have a job after six months is explained using partici-
pation in Kurzarbeit, employees sex, age, education, being Austrian or not, and profession.

Data

From the Austrian government we received three datasets. The first dataset contains in-
formation on all Austrians containing date of birth, sex, education, nationality and profes-
sion. The second dataset contains employment status information. And the third dataset
contains information on Kurzarbeit participants.

Between and among individuals there are many different employment statuses. Here, we
are only interested in having a regular job six months after the start of the Kurzarbeit pe-
riod. All other statuses are coded as not having a regular job. Not having a regular job also
contains fragmented employment, marginal employment and aided employment.

Method

The modeling occurs in two steps. First, a propensity score matching technique is applied to
create a control group of non-participants that closely resembles the group of Kurzarbeit
participants. Propensity score matching matches a non-participant to a Kurzarbeit partici-
pant in such a way that their initial probability to participate in Kurzarbeit is equal. The
probability to participate is modeled using employees sex, age, education, being Austrian
or not, duration of the current regular job and sector of employment. The modeling oc-
curred under the condition of having a regular job. This leads to a research data set in
which half of the employees participate in Kurzabeit and the other half does not. The statis-
tical properties of the variables in the group of participants resemble that of the group of
non-participants. This is attractive in modeling and strongly diminishes the number of ob-
servations in the second step.

In the second step a binary choice (probit) model is applied to the data constructed in the
first step. The variable to be explained is a dummy variable indicating whether a person
has a regular job six months after the start of a Kurzarbeit period in the years 2009-2011.
The explanatory variables used are participation in Kurzarbeit, employees sex, age, educa-
tion, being Austrian or not, and profession.

Effect of Kurzarbeit on job security

We find a small effect of Kurzarbeit on job security in Austria. The estimated parameter is
significantly positive, but very small. For the average employee in Kurzarbeit, the probabil-
ity of having a job six months after the start of Kurzarbeit is 93.2 percent. Without Kurzar-




beit this percentage would have been 92.8 percent. The effect of Kurzarbeit for the average
receiver is 0.4 percentage point. This means that for every 1000 participants 4 participants
keep their job because of Kurzarbeit. With slightly over 160.000 participants in our data

set, approximately 650 participants would have lost their job if not for Kurzarbeit.

Table 8.1 Estimated marginal effects for the average receiver of Kurzarbeit on the
probability to have a job six months after the start of Kurzarbeit
Percentage Percentage
point point

Kurzarbeit 0.38*
Sex (compared to female) Nationality (compared to non-Austrian)
Male 0.31* Austrian -0.06
Age (compared to 35-44 years) Job type (Compared to industry)
< 25 years -4.66* Agriculture 0.43
25-34 years -0.78* Trade 1.71%*
45-44 years -0.44* Service 2.23%*
> 55 years -2.05* Technology -2.60%*
Education (compared to middle) Administration/desk job -1.79%*
Basic -0.66* Health and education 0.83*
Higher 1.39*% Job unknown 0.20%
Academic 1.38* Constant 0.70%
Education unknown 8.56*

*significant at the 5% level

The parameters of the other variables have to be interpreted with care for two reasons. The
first reason is that the marginal effects only hold for the average receiver of Kurzarbeit.
Average means average in all variables in the model. The values can be compared though.
A higher value means a stronger effect.

The second reason is that the parameters can only be interpreted in relation to Kurzarbeit.
Consider for instance the negative effect of having a technological job. This does not mean
that technicians have a lower probability to have a job six months later. It means that
technicians have a lower probability of having a job six months after the start of Kurzar-
beit, compared to other professions also participating in Kurzarbeit.

Conclusions

In the above, we tested the hypothesis that employees participating in Kurzarbeit in Austria
have, all other things being equal, higher job security then others. We consider short term
job security. To be precise, we consider the job security six months after the start of the
Kurzarbeit period. We find a statistically significant, but small effect. 650 employees would
not have a job if they had not participated in Kurzarbeit. This leads us to the conclusion that
Kurzarbeit has a very small effect on the short term job security of employees in Austria.

8.5.3 Overall effectiveness
The slight effect of STWA that can be observed in the available data corresponds to the

perceived effectiveness of the instruments amongst stakeholders. Respondents believe the
system to be effective, but they do not subscribe to it as much as importance as for exam-




ple in the German case. Moreover, taking into account the rather sobering results of the
micro-econometric analysis in France and also in Germany, it can be seen as a good sign
that the results of the analysis in Austria are positive at all. Since we are using individual-
level data and not company-level data, we are however not facing endogeneity issues
which are skewing the results in the other countries.

The micro-econometric analysis concludes that around 650 jobs were saved in the short
term in the period from 2009 to 2011 through the use of STWA. While this number is sta-
tistically significant, it can be questioned whether it is also economically significant, regard-
ing the resources and efforts put into the running of the system. If we were to look at the
development of job security in the longer term, the difference between STWA users and
non-users is likely to diminish even further. Companies in Austria have used STWA usually
only for a relatively short time (four to six months), so it seems that the jobs of the par-
ticipants could have been kept in the absence of STWA as well. Nonetheless, companies us-
ing STWA also report that their recourse to the measure was necessary and effective after
all.

To explain this situation, it is also useful to look at the actual percentages resulting from
the micro-econometric analysis. According to the calculations, employees who did not use
Kurzarbeit during the crisis nonetheless display a probability of 92.8 per cent of still having
a job six months later. At a time of strong economic crisis, this probability can indeed be
seen as surprisingly high. It also reflects the generally low unemployment rate in Austria
before and during the crisis, which only peaked at a comparatively low level of 5 per cent.
In fact, this constellation of facts could suggest that the crisis that Austrian businesses
were faced with actually turned out less intense than what they expected. The actual take-
up rates of STWA were, as has already been stated, also much lower than the rate of appli-
cations and several businesses terminated STWA use earlier than planned which would sup-
port such an explanation. In this situation, businesses applied for STWA expecting a
stronger impact of the crisis and could have, with hindsight, also kept their employer on
board without recourse to STWA.

As in the other countries, we are here obviously only looking at the direct effects on em-
ployment. As in Germany, Austrian companies participating in STWA do mention that their
ability to respond to returning demand was improved through the flexibility they acquired
by using STW. STW had a calming effect on the atmosphere in participating enterprises as
employees and employers remained confident that the crisis could be tackled without turn-
ing to dismissals.

8.6 Discussion and lessons learned

The Austrian experience of the crisis was characterised by a strong impact in 2009 and a
quick recovery in 2010, in a generally stable economic climate. Unemployment was very
low before the crisis and stayed reasonably low during the crisis, with the unemployment
reaching a maximum level of only 5 per cent. For companies experiencing problems, STWA
was a welcome instrument used to bridge temporary difficulties. It was also the only in-
strument available targeted directly at employment protection.




While the design of the Austrian STWA is similar to that of the German system, it differed
in some respects and was also used in a different way, which makes it interesting as a case
for comparison. Most importantly, Austrian Kurzarbeit was used less extensively than the
German equivalent, but it was also the first time that it was applied as an instrument
throughout the entire economy. Furthermore, the role of social partners was even greater
in Austria than in Germany which in several cases also resulted in more expensive out-
comes for employers, as trade unions argued for top-up payments for employers participat-
ing in STW. Finally, STWA was used for shorter periods of time, despite policy moves to ex-
tend the period of eligibility.

Especially the involvement of the social partners in the Austrian system is an interesting
example for other countries to learn from. On the one hand, the requirement that compa-
nies subscribe to the sectoral social partner agreement and on top of that negotiate with
their work councils or, in some cases, with the trade union representatives was seen as a
disincentive for small companies to participate, as they are not used to collective bargain-
ing procedures. On the other hand, the sectoral framework agreements proved a useful in-
strument for translating public policy on STWA into a usable framework at company level.
In addition, the agreements at company level can be seen as a filter making sure that only
justified and well-documented applications reach the employment agency.

Especially in comparison to the German system, the Austrian system of STW was seen as
rather expensive, precisely because the collective bargaining procedures often led to more
generous allowances for workers on STW. In this context it is very interesting to see that
pressure from social partners led to some reduction in the financial pressure with the spe-
cific comparison with Germany in mind, as it was decided that the social security contribu-
tions should be reimbursed in Austria as well. Despite this change it is possible that the ex-
pensive image of STWA led to fewer applications in Austria or at least to earlier termination
of STW use than a more generous system would have facilitated. The fact that some busi-
nesses preferred to use the instrument of educational leave which was financially more at-
tractive to making use of STWA supports the impression that Austrian STWA was seen as
rather expensive.

However, both the results of the micro-econometric analysis at the level of the individual
and the input of some respondents at policy and company level seem to suggest that there
were considerable deadweight losses, as the STW users would in many cases not have lost
their job after all. This stands in contrast to the idea that STWA was seen as very expen-
sive for businesses and would only be used as a last resort. A possible explanation for this
incongruity can be that businesses were expecting the drop in demand to be even heavier
or last longer than it actually did, thus being surprised by the quick recovery. The use of
STWA (instead of dismissals) did then however enable them to respond quickly to the posi-
tive developments.







Part D: Conclusions







9 Answering the research questions

Research question 1: To what extent (and if) have STWA protected jobs in the EU
labour market to date?

Short-time working arrangements allow companies to reduce the working time of their em-
ployees temporarily in order to compensate for a drop in production activity as a conse-
quence of falling demand, without terminating the employment relationship. When produc-
tion and demand pick up again after the crisis, employees on short-time work can return to
their work and resume activity without having to look for new jobs, just as the companies
do not need to look for new employees. Thus, in theory, short-time working arrangements
protect jobs by providing a buffer in times of recession and low productivity.

Most of the countries that have employed STWA in the recent crisis are positive about their
experience of implementing STWA. Several ministries and agencies involved have published
estimates of how many jobs have been saved as a consequence of STWA. However, these
estimates are not always based on hard data. High take-up rates are not necessarily indica-
tions of high effectiveness, as it may be the case that jobs are protected that did not need
protection, or that workers who were subsidised are still dismissed after the crisis (so-
called deadweight losses and displacement effects). Nonetheless, the general impression
emanating from secondary sources at country level is positive.

According to sources at country level, the effectiveness of STWA is not only dependant on
the design of the measures, but also on the context and the development of the economy
during the crisis. STWA are seen as effective as long as there is no need for structural ad-
aptation of the economy and the demand for goods is likely to pick up again quickly. In
Germany, where the economy was in a robust state before the crisis, the STWA seems to
have been highly effective, since the main reason for the economic difficulties was indeed a
temporary fall in both national and international demand. In Latvia on the other hand, it
was found that STWA was preventing necessary restructuring of the economy taking place.
The economy was subject to a lot of change which also necessitated some labour relocation
processes which became obvious during the economic crisis. As a consequence, STWA was
not the right instrument to address the economic challenges.

Moving on from the national sources, overarching macro-econometric studies on STWA
show that STWA are an effective instrument to protect jobs in times of crisis, at least in the
short term. Most analyses do find that the measures are effective, but the way in which
these effects are achieved remains unclear. A reconstruction of previous macro-
econometric analyses has shown that it depends strongly on the model applied (1) whether
the effect of STWA is found to be direct or indirect (indirect meaning that STWA only has
effect through mitigating the effect of a drop in output on employment), and (2) how many
jobs are found to have been saved by the use of STWA. Our own estimations fit in the ex-
isting literature as they also find a positive effect of STWA on employment, exclusively be-
cause STW temperates the impact of negative output shocks on employment. The total
number of jobs saved in the 10 countries for which we have evidence from our own estima-
tions and from the previous literature could range from 125 000 to 850 000.




The micro-econometric analyses conducted on the basis of establishment data for Germany
and France present a more nuanced picture of the effects of STWA on employment. The
same is true for the analysis of employee level data in Austria.

For Germany, our most reliable model suggests that firms which used short-time working
retained 5 percent more workers than firms with comparable difficulties which did not. This
matches the perceptions of users that Kurzarbeit helped to preserve employment during the
crisis. However, the figure also suggests deadweight losses. It is important to keep in mind
that this figure may be an underestimation of the real effect, as it is not clear whether our
model completely manages to control for the endogeneity of the use of Kurzarbeit (i.e. for
the fact that firms with difficulties are more likely to use Kurzarbeit anyway).

For France, the effects of STWA estimated on the basis of micro data are limited. We only
find a positive effect of STW on employment for firms which experience very important
drops in output (by more than 55 or 60 percent). For other firms, we only find slight nega-
tive effects. Again, this matches the perceptions of stakeholders in the field, who think that
STWA could have had a bigger impact if the measure had been designed in a different way.

For Austria, we estimate the effects on the basis of data at the level of individuals, testing
the hypothesis that employees participating in Kurzarbeit in Austria have, all other things
being equal, higher job security then others. We consider short term job security. To be
precise, we consider the job security six months after the start of the Kurzarbeit period. We
find a statistically significant, but small effect. 650 employees would not have a job if they
had not participated in Kurzarbeit. This leads us to the conclusion that Kurzarbeit has a
very small effect on the short term job security of employees in Austria

In general, it is noteworthy that our estimations based on micro-data find some positive,
even if limited, effects of STWA on employment, as previous literature based on micro-data
so far often found negative results. The latter are often associated with the difficulty to cor-
rect for endogeneity of STW use. We also had to deal with this problem in our analyses,

and it is very well possible that our results still are an underestimation of the true effects of
STWA.

In our study, as well as in previous literature on the subject, we note that estimations con-
ducted on the basis of macro (country or sector-level) data in general find more positive
effects of STWA than estimations based on data at establishment level. This is due to the
fact that the problem of endogeneity of STW use is less important in analyses at country
level. Many countries with quite different situations in terms of GDP and employment have
STW schemes. Therefore, the use of STWA does not necessarily indicate that a country is in
particular great trouble compared to others, while for firms, STW use is much more directly
influenced by difficulties encountered. As the endogeneity problem is less important for
analyses at the macro-level, the estimations based on macro data are less in danger of un-
derestimating the effect of STWA on employment. However, this does not mean that the
endogeneity problem completely disappears in macro-econometric analyses: the use of
STWA can increase in a country as the employment situation deteriorates. In this sense,
the risk of underestimating the effects of STWA is present for analyses both at micro and at
macro level and the ideal solution to this problem is yet to be found.




In-depth qualitative research at country and company level in Germany, France and Austria
shows that the effects of STWA are not limited to the direct protection of jobs which can me
measured by using econometric calculations. Companies do report that they would have
had to dismiss employees in the absence of STWA. In addition however, especially in Ger-
many, the country with the largest STWA in terms of participation, STW is seen as a meas-
ure contributing to the stability of businesses and as a consequence to the stability of the
economy as a whole. While respondents acknowledge that it is possible that deadweight ef-
fects occur, this is acceptable to the actors involved as the overall effect on the economy is
judged to be more important. As short-time work enabled companies to react swiftly to the
increasing demand after the crisis, the measure is seen as having contributed significantly
to the strength of the German recovery.

The long-term effects of the arrangements remain unclear. This has to do with the fact that
it is hard to isolate the impact of STWA in the further development of the economy in gen-
eral and in individual careers. Of course, it is also still too early to measure the long term
effects of STWA in the recent crisis.

Research question 2: How does the protection offered by the current schemes
compare to earlier performance of similar measures in previous crisis situations?

STWA have a long tradition in some European countries. Notably in Germany and France,
STWA have been used for a large part of the previous century, both in crisis situations and
in situations where external events had a temporary impact on specific industries, such as
natural catastrophes or animal diseases. Other countries, such as the Netherlands and Lat-
via, introduced STWA as a specific response to the recent crisis. In doing so, they looked to
countries that already had an STWA in place in order to learn how to design and implement
the measures. Thus, in terms of country coverage, the scope of STWA has been extended
considerably in recent years.

Judging from the in-depth country studies, the recent crisis was experienced as more in-
tense, more sudden and broader in scope than previous crisis situation. Whereas previous
crises, for example 1992 to 1993 in France or around 2001 in Germany, were either char-
acterised by a focused impact on a specific sector or by a rather slow stagnation of eco-
nomic activity, the 2008/9 crisis hit the entire economy almost from one day to the next.
The fact that the impact was so great and that everyone was affected, combined with the
external origin of the crisis (i.e. international demand for goods collapsing), actually even
facilitated the use of STWA for example in a country like Germany, where both government
and social actors looked for joint ways of tackling the crisis. As STW is regarded as an in-
strument that requires some concessions from all actors, but also benefits the entire econ-
omy, it was an obvious choice once the scope of the crisis became visible.

On the basis of our micro-econometric analyses conducted for Germany, it is difficult to dis-
tinguish between the crisis period and preceding year, as the most informative estimations
are based on a sample covering the period 2003-2010. However, it is interesting to note
that effects of STW estimated in previous literature for the period 1993-1998 were negative
or insignificant (Speckesser 2009), while studies based on estimation samples which in-
clude the crisis (this study, Boeri & Bruecker 2011) find rather positive effects. The micro-
econometric analysis we conduct for France (for the period 2007-2009) finds slightly more




positive effects than analyses conducted by Calavrezo et al. (2009) for the period 1996-
2004 and by Calavrezo et al. (2010) for the period 2000-2005. This evidence suggests that
STWA in Germany and France have had a more positive effect on employment in the recent
crisis than before.

As a result of the intensity of the crisis, the pre-existing schemes were generally broadened
in terms of generosity and weakened in terms of eligibility. In terms of generosity, social
security contributions have been reimbursed to employers. Also, access to the schemes has
been broadened across the entire economy, including new sectors. These were mainly
measures taken during the crisis as the situation was seen as grave enough to encourage
use of the schemes more actively. The risk of deadweight effects was hereby tolerated by
policy makers and stakeholders. In countries where STWA were newly introduced during
the recent crisis, this was done in the framework of existing unemployment benefit sys-
tems, and in the context of other anti-crisis measures. These changes and new introduc-
tions were aimed at encouraging participation by making the measures more attractive and
less complicated. In addition, the administrative burden for companies, but also the admin-
istrative tasks for government agencies was kept as low as possible, in order to be able to
deal with an increasing number of participants. Finally, training of participants is getting a
more important role in the context of STWA.

In countries that were already using STWA in times before the recent crisis, the familiarity
of the measure amongst stakeholders such as social partners, was an important factor in
facilitating the implementation. This was especially clear in the case of Germany, where the
system had admittedly never been used to such a great extent, but where the concept and
working of the measure was known by most of the actors involved. This facilitated the po-
litical bargaining process and allowed for a joint approach to the implementation of the
measure. On the other hand, in a country like France the STWA already existed for a long
time as well, but had been more or less forgotten and also had to be reformed to fit the
new circumstances. Thus, the existence of older schemes does not automatically lead to
more awareness or support.

In other countries, the introduction of the new measures had to be accomplished in a short
time frame which could lead to difficulties in some cases. In all countries, the public actors,
including the ministries and employment agencies, actively informed companies about the
possibilities and encouraged participation. This all led to an unprecedented take-up of STW,
in terms of sectors involved, numbers of companies and employees participating and of ex-
tent of work reduction. It is however difficult to say whether the increase in take-up and
the high popularity of the measures also led to an increase in effectiveness (see research
question 1)

It is emphasized by some countries that the changes that were made to the STWA during
the recent crisis should not all be maintained in the aftermath of the crisis. The temporary
expansion of the generosity of the schemes may be untenable and undesirable in the long-
run, since they might imply an imbalance in the contributions paid by employers and em-
ployees, as employers’ contributions are temporarily relaxed. For the time of the crisis,
these changes were justifiable, but they are not seen as viable in the long term. Some
countries that introduced STWA during the recent crisis, have already discontinued the
schemes (e.g. Latvia and the Netherlands).




Research question 3: How have the governments concerned designed and imple-
mented the current STWA support schemes?

In several countries, STWA were already in existence before the recent crisis, in others
they were introduced as a new instrument (see research question 2). The arrangements
were one of several instruments that were employed to face growing unemployment during
the crisis, such as re-employment measures and training, income support for the unem-
ployed and other measures to stimulate labour demand. Due to the severity of the recent
crisis, governments tried to make their STWA more attractive in order to encourage more
businesses to make use of the schemes.

In most countries, the ministries of employment and social affairs are responsible for the
design of STWA. They often consult with national social partner organisations, i.e. industry
federations and trade unions, on how best to set up or change the STWA to suit the needs
of both employers and employees. Social partners can also play an important role in en-
couraging actual use of the schemes, through providing information and advice to potential
participants. The implementation is often administered by the employment agencies. This
means that applications for use of STWA have to be sent to the employment agency where
applications are evaluated, implementation is monitored and subsidies are paid. In some
cases, the employment agencies also have tasks relating to the design of policy, but this is
an exception.

As STWA mostly involve some kind of direct financial compensation in order to keep up the
wage level of participants, the STWA are often financed within the framework of public un-
employment benefits. This means that the existing institutional infrastructure for these
benefits can be used in order to administer the STWA. By including eligibility criteria, con-
ditional requirements and financial incentives in the systems, governments strive to ensure
that only those companies in need but with a chance of survival can make use of STWA.

As has already been said, during the recent crisis several changes were made to the design
of the STWA. In some countries these changes were temporary, in others permanent.
Hereby the basic working mechanisms of the STWA were not influenced, but the balance
between generosity and strictness, between public and private contribution, between em-
ployer and employee risk was adapted to make the measures more attractive. This implies
that there are several points, ‘buttons’ so to say, at which STWA can be adjusted to pro-
duce different effects. Countries setting up new schemes also need to pay attention to
these aspects and decide on their own balance of measures.

In fact, the concept of balance is a very useful one in this regard. Judging from the experi-
ences made by the countries studied within the context of this study, public authorities
need to strike the right balance between different aspects, most importantly between the
generosity and the strictness of the measures. The risks associated with an STWA that is
too generous are the deadweight effects (see research question 4). The risk associated with
a measure that is too strict is a high administrative burden which stifles effective use of the
instrument. Next to these two dimensions there are specific aspects of the different STWA
that also deserve attention by policy makers as the can have an impact on the way in which
the STWA works in practice. As the design of an STWA is crucial, the table below summa-
rises the considerations that are of importance for each of the different aspects addressed
in this study.




Possibilities

Considerations

Evidence

Elegibility criteria

Companies may have to
present a proof of eco-
nomic need. The employ-
ment agency may check
this economic rigorously or
not. There may be mini-
mum requirements of the
number of short-time work-
ers. Employers may also be
required to implement all
possible alternative meas-
ures before using STWA.
Employees may be required
to be eligible for unem-
ployment benefits.

There needs to be some kind of check on the par-
ticipants to determine whether they qualify for
STWA. Participating companies should be facing
temporary difficulties caused by external events,
i.e. not be postponing structural change. If this
check is too lenient, STWA risk spending money on
companies that don’t need it (deadweight loss) or
on jobs that are not sustainable in the long run
(displacement effects). If this check is too rigorous
however, the administrative burden on companies
may become too high and make the measures unat-
tractive. Minimum requirements in terms of short-
time workers may be advisable in order to make
sure that companies use STWA for serious cases of
production decrease, but again they might make
the system more complicated to manage. It is cer-
tainly advisable to ask companies to use alternative
instruments of internal flexibility before making use
of STWA. STW is an expensive instrument, and us-
ing internal flexibility mechanisms can usually
bridge at least the time before the STWA can be
properly implemented.

Finally, eligibility requirements for employees
should be kept to a minimum in order to ensure
that STWA is available to all groups of workers.

The experience of Ger-
many during the recent
crisis shows that a flexi-
ble approach to the eco-
nomic needs test can in-
deed increase the attrac-
tiveness of the scheme
and facilitate the coop-
eration between compa-
nies and employment
agencies. In France, the
concerns about the ad-
ministrative burden was
higher and led to more
complications. In most
countries, experience
shows that companies will
use alternative flexibility
measures before using
STWA, though these can
usually not last for too
long a duration.

Conditionality requirements

To make sure that STW is
used in the way intended,
companies may be required
to implement reform plans,
they may not be allowed to
dismiss employees during
or after STWA use. The
dismissal protection can
apply to all employees or
only to those participating
in STW. Employees may be
required to look for alter-
native employment or take
part in training schemes.

Dismissal protection, the most important condition-
ality requirement, can have different effects. On the
one hand it may be advisable to include dismissal
protection at least for the duration of STWA to
avoid displacement effect, as companies will not
use the measure for unviable jobs. Especially where
the dismissal protection extends to the time after
STW use, it might however place companies in a
very difficult situation, especially where the STWA
has not had the desired effect of helping the firm
into recovery. Companies may then be faced by
continuing economic problems and an inability to
change the composition of their staff. This therefore
needs to be treated very carefully. A solution to
strike the balance can be to make companies repay
the STW subsidies in cases where dismissals cannot
be prevented.

On the basis of this study, little can be said about
the effects of conditionality requirements for em-
ployees. Regarding training, see section below.

The dismissal protection
in France had the effect
that companies could not
dismiss short-time work-
ers after use of the meas-
ures. For some compa-
nies, this was difficult. In
Germany, where the dis-
missal protection did not
extend to the time after
STW, no records of high
dismissal rates could be
found, questioning the
need for far-reaching
dismissal protection.

Generosity, including residual costs and duration

In determining the gener-
osity of the system, coun-
tries need to strike the
central balance between
attractiveness, effective-
ness and efficiency. The
subsidies provided to com-
panies/employees can be

The basic principle behind STWA is the fact that all
parties make concessions: the public finances the
system, employees forsake some of their income
and employers contribute some financial resources.
If too many concessions are asked from employers
or employees, the system might not have its de-
sired effect, as it will not be used to the extent
necessary. If the system is too generous, it may

Comparing Germany and
Austria in terms of gener-
osity shows that Austria
had a considerably more
expensive STW scheme
than Germany during the
recent crisis. Unsurpris-
ingly, the German meas-




Possibilities

Considerations

Evidence

calculated as a percentage
of the salary or as a fixed
amount. Employers may be
required to top up the em-
ployees’ benefits. The so-
cial security contributions
may be reimbursed or put
on the bill of the employer.
The participation may be
limited to a short period of
time, to a specific amount
of time per year or be kept
open to allow maximum
flexibility.

turn out far too expensive, incurring high dead-
weight losses. It is considered very important that
employers contribute at least something to the
costs of the measure. This forces them to think
carefully about when to make use of the measure.
As they invest in the measure themselves, they
should then only use it when it can have the desired
effect. The amount of these residual costs for em-
ployers needs to be negotiated and finely balanced.
If the attractiveness of the measure is meant to be
increased, steps to reimburse some of the costs can
lead to a higher uptake. The maximum duration of
STW is connected to this, as companies will termi-
nate a costly measure as soon as possible, but try
to exploit a generous measure as long as possible.
Some flexibility in the duration of STW is advised,
as a crisis situation may also carry on for a longer
time, though it needs to be monitored at which
point STW becomes unviable and other, structural
measures need to be taken. A limitation of the
maximum duration can therefore prevent companies
and employees from resting too passively in their
STW situation.

ure was used much more
intensively, but was also
much more costly for the
employment agency’s
funds. The French system
works with fixed subsidy
rates, which makes STW
more attractive for low-
paid employees than for
the better paid, as the
latter lose proportionally
more of their income. De-
spite moves to extend the
maximum duration in
several countries, it ap-
pears that companies do
not want to make use of
STW for longer than the
maximum durations, of-
ten terminating use after
a few months.

Social partner involvement

Social partner can be in-
volved in the policy making
process at national level,
they can have sectoral role
in determining specific
rules for their industry and
they can play a role at
company level through the
channel of work councils or
direct trade union repre-
sentatives. Their role can
differ from influencing the
framework, bargaining
about conditions and sim-
ply managing the system.

Involvement of social partners at all levels may
contribute to the societal support of the system,
especially in countries where the social dialogue is
strongly embedded. At sectoral level, employers
organisations and trade unions can take into ac-
count the specific sectoral situation and adapt the
system as necessary, guaranteeing a sectoral level
playingfield. Mandatory involvement of work coun-
cils in the planning and implementation at company
level can strengthen the position of employees and
prevent deadweight effects, as work councils can
play a role in controlling the economic need for
STWA. At company level, social partner agreements
can also increase the efficiency of implementation,
as the STW can be managed collectively. Mandatory
social partner involvement can have the undesired
effect of increasing the administrative complexity of
the measures, making STW more expensive than
intended as a result of trade union bargaining. Es-
pecially small and medium-sized enterprises may be
discouraged from using STWA when social partner
involvement is strongly mandatory.

The macro-econometric
analysis shows that STWA
with a strong involvement
of social partners at com-
pany level are more ef-
fective than those with-
out. The German experi-
ence shows that social
partner involvement at
national level can in-
crease the momentum in
implementation. France
and Austria both display
strong sectoral involve-
ment of social partners,
supporting the national
traditions of social dia-
logue. In Austria how-
ever, the involvement of
sectoral social partners
leads to a more expensive
system for employers and
may also have discour-
aged participation.

Training element (see also

research question 5)

As part of the participation
in STWA, employees may
be encouraged to partici-
pate in training measures
during the time not
worked. This can be a
mandatory requirement, it
can be stimulated by sub-

Using the idle time of STW for training activities
could be a very effective instrument, increasing
employability of employees and strengthening the
economy in the long-run. Stimulating the use of
training can be useful, but does not always have
the desired effect, as employers and employees
may consider it too much hassle to organise train-
ing activities. Making training mandatory can solve

Several countries, includ-
ing Germany, Austria and
France included incen-
tives to stimulate train-
ing. The results show that
only a small proportion of
companies and employees
make use of the possibili-




Possibilities

Considerations

Evidence

sidising training costs and
creating other financial in-
centives such as reimbursal
of social security contribu-
tions. The funds of the ESF
can be used to support this
element of the measures,
with the STW subsidy
counting as national co-
financing. An emphasis on
transversal skills as op-
posed to job-specific skills
can be included in the
regulation.

this problem by forcing all participants to take part
in training. It may also however lead to lower take-
up rates of the STWA as a whole, as employers and
employees may not be interested in training at that
point. It then needs to be carefully assessed what
the nature of the STWA is. Making training manda-
tory may change the key priority of the measure
from employment protection to training. This may
not be desirable. Regarding the voluntary stimula-
tion of training measures, experience shows that
the organisation and administration of training has
to be facilitated as much as possible in order to
overcome practical obstacles.

ties, due to practical diffi-
culties. In Latvia and the
Netherlands, training was
mandatory. In Latvia,
STWA was finally even
integrated into the life-
long learning policy pro-
gramme, reducing its pri-
ority of employment pro-
tection. In the Nether-
lands, the evaluation is
ongoing.

While these aspects of the design played an important role in all the countries examined
and should be taken into account when setting up a new system of STW, the effectiveness
of the measure is also crucially influenced by two other factors, namely the economic con-
text and the implementation of the STWA. Regarding the context of the crisis measure, the
following questions play an important role:

= Is the crisis severe enough to justify the use of STWA?
= Is the crisis likely to be temporary in nature which enables STWA to have a bridging

function?

= [s the crisis external in origin or does it necessitate structural change?

= Are there financial resources available to finance the extensive use of STWA?

Furthermore, the evidence shows that for a smooth implementation of STWA it is very
beneficial if all actors involved, i.e. the government, employment agency and social partner
organisations, make an unequivocal choice for the use of STWA and commit resources to
the management and support of the implementation. The employment agency plays a cru-
cial role in this regard, which can have a very positive impact, as can be seen in the case of
Germany. Employers organisations and trade unions can however also support the imple-
mentation by providing information, advice and practical support, for example by setting up
training schemes. Where this cooperation between the stakeholders is hampered by a lack
of consensus about the use of the STWA, the overall effectiveness can be compromised.

Research question 4: How have the schemes limited the risks of deadweight losses?

So-called deadweight losses occur when STWA provide financial support to companies and
employees in cases where the employment relationship would have been sustained even in
the absence of STWA. In these cases, the support provided was, in essence, unnecessary.
This does not necessarily imply abuse of the companies involved. In many cases they might
be facing difficulties indeed. However, experience has shown that companies do not always
have to dismiss workers, even where their productive output declines. As employers antici-
pate labour shortages in the aftermath of the crisis, they might decide to keep on their
workers even in the absence of STWA. This is described as labour hoarding. Internal labour
flexibility can help companies achieve stable employment without recourse to STWA.




Governments have strived to limit deadweight losses by setting eligibility criteria and con-
ditional requirements on the behaviour of participants. In most schemes, companies have
to prove their economic need before taking part in the STWA. The strictness of this test can
vary, but it usually includes variables such as decline in output and demand. In some
cases, it has to be proven that the decline in output is a result of the crisis, and not of
mismanagement of general need for restructuring. In addition, companies may have to
commit to not dismissing employees during the time of participation in STWA, and possibly
for a certain period after the participation. This requirement is set up in order to avoid dis-
placement effects, whereby workers participating in STWA are dismissed nonetheless.

However, even more important than the eligibility rules and conditional requirements are
the financial incentives that are built into many of the STWA, specifically the cost to em-
ployers. In most STWA, the labour costs to employers do not decrease to the same degree
as the working time of employees. This is the case because employers often still have pay
part of the social security contributions of employees, as well as specific sectoral arrange-
ments such as holiday pay or Christmas benefits. Thus, participation in STWA is made less
attractive to employers. The idea behind this financial incentive is that employers can make
the following basic calculation: they can estimate the probability of having to dismiss an
employee and the costs of having to re-recruit such an employee after the crisis. If the
probability and the costs are high, it will be favourable to use STWA. If it is not likely that
the employee will be dismissed, it will also not be attractive for the employer to use STWA,
thus avoiding deadweight losses. In addition, companies that are in great difficulties and
will have to dismiss employees anyway will not be able to pay these costs of STWA and will
therefore also be discouraged from using the scheme. Thus, displacement effects are also
tackled.

The respondents interviewed for this study, including government representatives and so-
cial partner representatives, are in fact generally not very concerned about deadweight
losses. STW is regarded as a relatively expensive measure for companies, even in a case
like Germany, which can be seen as a rather generous system during the recent crisis. Due
to the expenses it is considered unlikely that companies will abuse the measures. Nonethe-
less, there are some indications that deadweight losses occur, especially in the last months
of STW. Thus, companies might be using STW longer than necessary in order to keep bene-
fiting from the measures as long as possible. Furthermore, it seems unavoidable that at
least some deadweight loss will occur, since employers will most probably use STWA for a
higher number of employees than would be dismissed in the absence of STWA. In a sense,
the core effect of STWA is then that they can stabilise a company in a time of crisis,
thereby saving jobs, but not actually purely protecting employment relationships. Since the
effect of STWA desired by stakeholder often includes this broader dimension, the risk of
dead weight losses becomes slightly less important.

Nonetheless it remains am important question how deadweight losses can be reduced. It is
difficult to estimate the actual extent of the deadweight losses of current schemes, because
the number of jobs saved by STWA itself is subject to quite some variation depending on
the econometric methods and data used. On the basis of both macro- and micro-
econometric analyses, we find that the estimated number of jobs saved by STWA remains
below the extent of STWA take-up. This indicates that some deadweight losses are present.
More precise estimates are however difficult to give in the absence of robust estimations of
the number of jobs saved. STWA have to find a balance between remaining attractive to




both employers and employees and being strict enough to avoid inefficient use and con-
scious abuse.

Research question 5: What has been the advantage and impact of work-related
training (provisions) attached to certain STWA support schemes?

Short-time working arrangements do not only provide income support and wage supple-
ments. Increasingly the training and qualification of participants is seen as an independent
objective of STWA. Using the time that participants are out of work for training and retrain-
ing them is supposed to increase the employability of participants and thereby improve the
competitiveness and flexibility of the labour market. The way that this is implemented can
differ. Thus several countries include training as a compulsory activity during participation
in STWA whereas others try to encourage the use of training by means of financial incen-
tives. Only a few countries do not specify a training element at all.

Where training is not compulsory, it is not always easy to encourage employees and em-
ployers to use the possibilities for training. In both Germany and Austria, training was en-
couraged by means of financial incentives and in both countries, about 10 per cent of par-
ticipants made use of the possibility. While 10 per cent can be seen as a reasonable
achievement (in Germany, this represents around 110,000 people in training), there is
clearly much room for improvement. It appears that neither employers nor employees feel
the necessity to partake in the training measures available.

This has several reasons. Firstly, people may not see the added value of work-related train-
ing, companies might not have the resources to support the training demands of the em-
ployees and participation in training might negatively influence the flexibility and availabil-
ity of participating employees. Furthermore, the paradox that employers prefer to support
specific on-the-job training in contrast with transversal skills based training that is more
beneficial for labour market mobility, plays an important role. Especially in times of crisis,
employers will assess very strictly which training measures they support and what benefits
they might expect from them.

There are also some practical issues that formed an obstacle to participation in the training
measures. Thus, training was often supported by funds made available out of ESF subsi-
dies. As a result, separate application mechanisms applied which formed a high administra-
tive obstacle for employees and training providers. Training courses had to be certified be-
fore they could be used in the context of STWA subsidies and they had to be adapted to the
specific circumstances, e.g. concerning limited periods of learning time per week and flexi-
bility in group sizes and completion points of courses. As a result of these practical issues,
companies often did not make use of the public subsidies. There are even examples of
companies who did carry out training during STW, but in their own way using their own
funds in order to evade the administrative procedures. Especially small and medium enter-
prises however find it hard to organise training activities for their staff on short notice and
within the framework set by the STWA.

Where participation in training does take place, participants are generally very positive
about the results of the training. Other indicators of the short-term and long-term impact
of training measures are hard to find. Previous studies have shown that the short-term im-




pact of training is often low, but that it can have important consequences in the long-term
both on individual careers as well as on the functioning of the labour market. However,
these long-term consequences are very difficult to assess scientifically, since it is not easy
to isolate the effects of training from other factors influencing labour market developments.
Interestingly, in the macro-econometric analysis, there is one result that suggests that
making STW use conditional on training may enhance its impact on employment. It is how-
ever not robust across measurements of STW take-up.

Different aspects of the current training components of STWA can be used to improve the
use and effectiveness of the training measures. Despite the difficulty of persuading individ-
ual employers or individual sector of the need for transversal education, it is generally
agreed that training should increasingly focus on transferable skills in order to increase the
mobility of workers between companies and sectors. More practically, flexibility and avail-
ability of workers within STWA can be guaranteed by providing modularised training
courses, possibly organised in-house so that employees keep the connection with the com-
pany. There are good examples of industry associations in Germany developing special
training courses and helping with the organisation thereof in cooperation with training pro-
viders. Finally, the incentives for training may have to be improved even more in order to
increase the take-up of the training measures. Making training mandatory is another option
that can be explored. Of course, all these measures need to fit within the context of the
STWA in a particular country.

Research question 6: Which stakeholders are involved in designing the STWA sup-
port schemes and setting up the eligibility criteria?

Depending on the country in question, the main actors involved in designing the set-up of
STWA and setting up the eligibility criteria are the responsible ministries, the employment
agencies and national social partner organisations. The extent and manner of the input of
industry federations and trade unions depends on the corporate tradition of the specific
country. In some countries, social partners at company level are also involved, but more in
the implementation stage than in the design of the measures. In general, the commitment
of social partners to the measures is seen as crucial to the success of STWA. Especially in
countries where STWA already exist for a longer period of time, it is seen as a success fac-
tor that employers and employees are already familiar with the idea of STW and therefore
support instead of oppose the use of the measures.

The French system of sectoral or company framework conventions between social partners
within the APLD measure shows that social partners can also have an important role in ap-
plying the general conditions of a measure to a sectoral or a company context. The situa-
tion in Austria is similar, where sectoral social partners can influence the conditions for the
entire sector. This mechanism prevents extensive bargaining at company level, as the so-
cial partners are already involved and decide on the general conditions applying to all com-
panies. In Germany, during the discussions about the crisis-related adaptations, not only
social partners, but also some of the largest companies from the car and steel industries
were involved at national level. This is clearly very different to the situation in for example
Latvia where social partners are not involved at all.




There seem to be several lessons to learn regarding the way in which social partners should
be involved in the scheme. It is clearly important to involve social partners right from the
beginning of the design stage. They can be used as an important channel through which in-
formation can be distributed to companies and employees. As a preparation for the imple-
mentation, it can also be seen that it is important that social partner organisations cooper-
ate with the employment agencies, preventing administrative obstacles. In Germany for
example, the national employers federation provided the employment agency with a simpli-
fied version of the application forms which could then be used to facilitate procedures dur-
ing the implementation. These examples of cooperation in the planning and design phase
can have an important impact on the practical operation of the STWA.

Research question 7: How are threats and opportunities stemming from use of the
STWA distributed regarding the positions different groups of workers hold in the
labour market?

The available data on the take-up of STWA in different countries shows that participation in
STWA was highest in manufacturing and industry. These were sectors that were hit hardest
by the crisis and by the drop in international demand. Reflecting the general composition of
the workforce in these sectors, the majority of participants in STWA in several countries
were male and aged between 30 and 50 years. Moreover, it appears that companies were
most likely to use STW for skilled workers out of medium income groups, such as machine
operators. These are after all the workers that will be hard to find for employers when the
economy picks up again. In addition, the great majority of participants had permanent con-
tracts, though it is unclear whether their representation was disproportional, depending on
the country in question. Macro-econometric analyses and the analyses conducted by OECD
(2010) and Hijzen & Venn (2011) suggest that STWA rather benefited permanent workers
than temporary workers. No information is available on the ethnicity of participants.

However, there have been concerns that STWA may be used to slowly push out certain un-
wanted groups of workers by pushing them into STW and not reactivating the employment
relationship. Little information is available about this point, but the evidence suggests that
this is generally not the case. At least in Germany, where a local analysis has examined
this point, it appears that there is a high turnover of participants and that the burden of in-
activity is distributed evenly across the workforce. This indicates that there are no direct
imbalances in the use of STWA regarding different groups of workers apart from the differ-
ence between permanent and temporary contracts. The overrepresentation of specific sec-
tors and the resulting overrepresentation of specific groups may however be seen as a con-
cern, even though it does not seem to be the result of systemic imbalances or misuse of
the schemes.

Interviews with companies in three countries (Germany, Austria, France) show that the se-
lection of STW participants is as far as possible done on the basis of objective criteria. Put
simply, STW is used in departments or working groups where needed, i.e. where production
is low. In practice, this means that production workers (in manufacturing industries) are
most likely to be using STW, but that there should not be any disadvantaged individual par-
ticipants, as the decision is usually taken collectively. Paradoxically, the administrative de-
partments and the departments for research and development of companies are often
working overtime in the periods that other departments are using short-time work. None-




theless, several companies have taken measures during the crisis to distribute the burden

of STW by making other departments also participate in the measures or using other meas-
ures to shorten their working time as well. The influence of work councils at company level
thereby clearly has a positive influencing in distributing the burden of STW across the staff.

Research question 8: Which mechanisms can cause STWA to have positive or nega-
tive effects in neighbouring countries?

The short-time working arrangements that are the subject of this study are national
schemes and differ between countries. In the framework of the internal market, it is impor-
tant to see whether these interventions and the differences between the schemes have
positive or negative effects in neighbouring countries. This question has not been the ob-
ject of empirical research, yet we can construct different hypotheses on the potential cross-
border effects of STWA. Thus on the one hand, STWA can be seen as state interventions
which have an undesirable influence on the competition in the internal market. Enterprises
that do not have access to STWA may find themselves in an unequal position to companies
that can easily make use of STWA in their countries.

However, STWA eligibility requirements ensure that only companies in economic need can
make use of STWA which should minimise the effects on the level playing field within the
European economy. Furthermore, the idea behind STWA is that jobs are supported and not
companies, though this distinction is difficult to make in practice. The European Commis-
sion (DG Enterprise) also emphasised during the crisis that it is important to ensure that
employers incur some kind of residual costs in order to prevent STWA being seen as a di-
rect subsidy. Finally, STWA should apply to the entire economy, not singling out specific
companies or national sectors in order to prevent distortion of the single market. The
Commission and Member States communicated directly about the set-up of the different
schemes during the recent crisis.

On the other hand, STWA may also have positive effect in the context of cross-border re-
gional economic clusters. Firstly, they may help sustain important players in regional and
international supply chains. Furthermore, they may play a role in increasing the employ-
ability of participants and therefore the responsiveness of the labour market. Where cross-
border regions are concerned, this can also be of benefit to companies operating in
neighbouring countries.
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Annex 1 Annex to the macro-econometric analysis

Sensitivity to model specification

Table Al1.1 Reproduction of the estimations by Hijzen & Venn (2011) including a linear

STW term

n obs 1632
n countries 18
R square 0.2359

coeff. t P
% change output 0.1018 1.87 0.078
% change output*crisis 0.1712 3.24 0.005
% change output*STW 2.1897 0.82 0.423
% change output*crisis*STW -11.1016 -3.41 0.003
average STW in the crisis -0.0389 -0.16 0.875
Note: the model includes time-dummies
Table A1.2 Reproduction of the estimations by Hijzen & Venn (2011) including country

and time-by-industry dummies

n obs 1632
n countries 18
R square 0.4445

coeff. t p
% change output 0.0691 1.71 0.105
% change output*crisis 0.1685 3.32 0.004
% change output*STW 3.7599 1.02 0.322
% change output*crisis*STW -13.0164 -2.19 0.043

Note: the model includes dummies for countries and for industry by time.




Sensitivity to data issues

Table A1.3 Reproduction of the estimation by OECD (2010) based on data by Hijzen &
Venn (2011)

n obs 1632
n countries 18
R square 0.4436

coeff. t p
% change output 0.0898 1.89 0.076
Crisis 0.0034 0.45 0.659
average STW in the crisis -0.0609 -0.19 0.848
% change output*crisis 0.1476 2.71 0.015
% change output*crisis*STW -9.1174 -2.94 0.009
Note: the model includes dummies for countries and for industry by time.
Table Al1.4 Reproduction of the estimation by OECD (2010) based on data by Hijzen &

Venn (2011), and including Poland in the sample

n obs 1724
n countries 19
R square 0.4262

coeff. t p
% change output 0.1184 2.03 0.058
Crisis 0.0096 1.06 0.304
average STW in the crisis -0.4509 -0.99 0.333
% change output*crisis 0.1992 3.09 0.006
% change output*crisis*STW -12.7518 -2.53 0.021

Note: the model includes dummies for countries and for industry by time.




Estimations by sector

Table A1.5 Reproduction of the estimations by Hijzen & Venn (2011) while differentiat-
ing the effect of STW on employment by industry

n obs 1632
n countries 18
R square 0.2388

coeff. t p
% change output 0.1017 1.88 0.078
% change output*crisis 0.1715 3.08 0.007
% change output*STW 2.2104 0.84 0.414
% change output*crisis*STW
- manufacturing -11.3643 -3.02 0.008
- Construction 3.2885 0.35 0.729
- distributive services -13.3071 -2.63 0.017
- business services -10.5226 -1.07 0.299

Note: the model includes time-dummies

Table A1.6 Reproduction of the estimations by Hijzen & Venn (2011) while differentiat-
ing the effect of STW on employment by industry and STW take-up defined
at industry level

n obs 988
n countries 11
R square 0.3021

coeff. t p
% change output 0.1036 1.64 0.133
% change output*crisis 0.1290 1.99 0.074
% change output*STW -0.1626 -0.41 0.692
% change output*crisis*STW
- manufacturing -2.9348 -2.91 0.016
- Construction -0.3576 -0.27 0.792
- distributive services -19.3518 -2.79 0.019
- business services 18.5911 0.69 0.504

Note: the model includes time-dummies




Table A1.7

Overview studies of the effect of STW on employment in the crisis using

macro-data

Article Data Model Method Effect
Arpaia et al. all 27 EU coun- Ale = ag + aile-1 + a2 Ayr +  OLS, robust covari- coefficient on
(2010) tries (industry asD + g,DEIS*STW + a5 ance matrix cross-term crisis
sector) peountry and use of STW
1991Q2 - 2009Q3 positive and sig-
nificant: 0.7
-> STW useful in
limiting fall in em-
ployment due to
crisis
Cahuc & Carcillo 25 countries OLS: oLS OLS: positive ef-

(2011)

Boeri & Bruecker

(2011)

period 2008-2009

16 OECD coun-
tries

period???

Auc = a; + a,ASTW. + asXc
+ A&t

IV:

Augt = a1 + aSTW¢ + asXc
+ A€

Alnj = ap + a;Alny;e +
a,STWR;: + agsTWRit*Alnyit
+ a4EPLit + uit

IV: instruments =
permissible reduca-
tions in weekly
working time which
can be compensated
before 2008 and
STW take-up rate in
2007 (to correct for
the fact that STW
arrangements may
be changed as a
reaction to an in-
crease in unem-
ployment)

OoLSs

IV: instruments =
time elapsed since
introduction or last
reform of STW in
the country (as-
sume new rules af-
fect take up but not
directly the adjust-
ment of employ-
ment to output
changes)

fect of STW on
unemployment, no
effect on employ-
ment (possibly
due to endogene-
ity)

IV: negative effect
of STW on unem-
ployment, positive
effect on employ-
ment

find positive ef-
fects of STW on
employment for
permanent jobs,
but not for tempo-
rary jobs.

both OLS & IV:
STW take up neg.
sig. effect, cross-
term of STW and
GDP growth neg.
sig.

-> STW saves jobs
only in the pres-
ence of big de-
crease in GDP
(above 2.6 per-
cent)




Article

Data

Model

Method

Effect

OECD Employment
Outlook (2010)

Hijzen & Venn
(2011)

18 European
countries + Japan

2003Q1 - 2009Q3

Alnlye = ap + aAlnyie +

aAlny; ¥ D% +

a3AInyikt*D°”5iskt*STWk +
asDcrisisy: + asSTW + biDit

+ gDk +eike

Alnly: = ag + a1 Alnyie +

a2AIny ;¥ D%
+azAlInyie*STWik

+a4AInyikt*Dcrisikt*STWik +

biDt + Uikt

OLS (conditional on
the change in out-
put, the intensity of
STW may be inter-
preted as a proxy
for the attractive-
ness of STW, which
is exogenous)

model estimated at
industry level, stan-
dard errors clus-
tered within coun-
tries

STW take-up rate at
country level in the
baseline; when
taken up at sector
level, lose observa-
tions, no change in
results

cross-term of out-
put, crisi dummy
and STW take-up
rate: neg. sig. ef-
fect on permanent
employment, pos.
sig. effect on av-
erage hours of
permanent work-

ers

-> STW helped
preserve perma-
nent employment,
and reduced hours
of permanent

workers

no sig effect on
temporary em-
ployment







Annex 2 Interview respondents

ORGANISATION / COMPANY NAME
Austria
WIFO Mrs. Bock-Schappelwein

Austrian Economic Chamber (WKO)

Mr GleiBner

Federation of Austrian Industries (IV)

Mr. Gruber

Federal Ministry of Labour, Social Affairs and Consumer Protection
(BMASK)

Mr. Edlinger

Chamber of Labour (AK)

Mrs. Hofbauer

Austrian Union for Production Workers (PRO-GE) Mr. Schindler
Public Employment Service for Lower Austria (AMS NO) Mr. Walbert
4 companies wishing to remain anonymous Anonymous
Infenion Technologies Austria AG Mr. Jost
Czech Republic

Employment Office Anonymous
Germany

Ministry of Labour and Social Affairs Mrs. Bell
Ministry of Labour and Social Affairs Mr. Jilicher
Ministry of Labour and Social Affairs Mr. Nehring
Germany Federation of Trade Unions Mr. Jakob
German Federation of Employers Mr. Petrak
Employers Federation Unternehmer NRW Mr. Koster

Employers Federation Unternehmer NRW

Mr. Degener

Employers Federation Sidwestmetall

Mrs. Dr. Strauss

Employers Federation Sidwestmetall Mr. Kupper
Employers Federation Sidwestmetall Mrs. Schottler
Anonymous company Anonymous
Daimler Werk Gaggenau Mr. Brecht
ThyssenKrupp Steel Mr. Bruckes
Daimler AG Mr. Plocher
MAN SE Mr. Schwitalla
Finland

Financial Supervisory Authority Mr. Aarnio
Ministry of Social Affairs and Health Mrs. Sollo

France

Direccte Nord-Pas-de-Calais

Mr. Clément-Ziza

French Democratic Confederation of Labour (CFDT) Mr. Janin
Employers Movement of France (MEDEF) Mr. Tellier
Ministry for Economy, Industry and Employment 2 anonymous respondents
Territorial Unit of Seine-Saint-Denis Anonymous
University of Paris 1 Prof. Freyssinet
French General Delegation for Employment and Vocational Training of Mr. Estrade

the Ministry for Economy, Industry and Employment

Seine-et-Marne Territorial unit Mrs. Mery
TECHNE Mr. Huber

PSA Peugeot Citroén Mrs. Assant
Macosa Lingerie Mr. Hache
ArcelorMittal Mr. Guerra

2 anonymous companies Anonymous
Slovakia

Central Office of Labour, Social Affairs and Families | Matus Caban
Spain

Ministry of Work and Immigration

| Ignacio Ruiz Miguel
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