Lecture 6:
Training & Education

Prof. Wong Hung



Recommendations on ALMPs
c_

e to maximise ALMPs effectiveness:

(1) rely as much as possible on in-depth counselling,
job-finding incentives (e.g. re-employment bonuses)
and job-search assistance programmes.

- combined with increased monitoring of the jobsearch
activity of the unemployed and enforcement of the work test.

(2) keep public training programmes small in scale and
well targeted to the specific needs of both job
seekers and local employers.



Recommendations on ALMPSs
c_

(3) early interventions, reaching back to pre-school,
can pay dividends for disadvantaged youths, but
they must be sustained.

- reduce early school-leaving targeted on at-risk students
combined with policies to ensure that they leave the
schooling system equipped with basic skills and
competencies that are recognised and valued by employers.

- Improve poor attitudes to work on the part of such young
people and adult mentors can help in this regard.



Recommendations on ALMPs
c_

(4) as the duration of unemployment spells lengthens,
various forms of employment subsidies may serve to
maintain workers’ attachment to the labor force.

e However, employment subsidies should be of short
duration, targeted and closely monitored.

(5) use subsidised business start-ups for the minority
among the unemployed who have entrepreneurial
skills and the motivation to survive in a competitive
environment.



The Youth Pre-employment Training
Programme (YPTP)ZE f=2+3]

e aims at enhancing the employability of school
leavers aged between 15-19 by providing them with
a comprehensive range of employment-related
training, workplace attachment, and career
counseling and support services.

e By providing job attachment vacancies, employers
participating in the Programme not only can help
young people gain work experience, they also can
make use of the opportunities to recruit suitable new
blood to suit the development of their businesses
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The Youth Work Experience and
Tralnlng Scheme (YWETS) (5 **
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gL v B 2 (OECD) (2000) From Initial

Educatlon to Wor ing Life: Making Transitions Work
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Centre for Employment Training
(CET)
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Centre for Employment Training
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Centre for Employment Training
(CET)

e * i Minority Female Single Parent (MFSP) %
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Replication of CET
c

e analysis of implementation experiences at the twelve
replication sites focused on four distinctive elements
of the CET model:

employment and training services designed to mirror the
workplace,

Intensive participation in such services,

the close involvement of industry in the design and
operation of the program, and

organizational capacity and stability.



Summary
-

e most replication sites successfully implemented most
elements of the CET model, but several sites had
difficulty sustaining their programs for the full
demonstration period.

e CET model proved challenging to implement in its
entirety, but many of its features appear adaptable
to mainstream employment and training programs
serving out-of-school youth.



Result 1: possible replication
-

e A majority of the 12 replication sites successfully
provided a work-like training environment, involved
iIndustry in the design and operations of their
services, and offered training programs that
concentrated participation over a relatively short
period of time.

e these aspects of the CET model appear to face no
Inherent obstacles to their implementation, given
sufficient commitment from policymakers, funders,
and program operators.



Result 2: Difficult to sustain
S

e The greatest challenge for sites was not
Implementing the CET model, but sustaining it.

e While most sites implemented programs consistent
with the major features of the CET model, several of
these programs could not be sustained. Four of the
twelve replication sites shut their doors before the
demonstration had ended, and three others faced
serious difficulties in maintaining program operations.



Result 3: Crucial Factor:
organizational stability

e Future attempts to replicate the CET model should
consider organizational stability as a critical factor
affecting program sustainability.

e CET-San Jose has taken more than 30 years to
establish and refine its own program of employment
and training services, yet replication sites sought to
develop a similar model in as few as three years.



Result 3: Crucial Factor:
organizational stability

e Sites that were most successful in sustaining these
programs had operated employment and training
programs for many years, and had weathered
numerous previous challenges. These sites had close
connections to their communities and to local
funders, and could rely on these connections to gain
support for innovative programs.

e Sites operated by less experienced organizations
faced greater difficulties in implementing the CET
model, and were more likely to fail in this attempt.



Result 4: New approaches
-

e Replicating the CET model on a larger scale
than that attempted In this demonstration
may require new approaches.

e Potential funders are often reluctant to support
iInnovation, finding it safer to maintain existing
program models than to attempt new ones.

e New approaches, such as multi-year funding or
Incentives for local funders to support these
programs, may be necessary to replicate the CET
model on a larger scale.



The 30 months report ( Miller, et al.
2003)

e Key Findings
e The fidelity of program services to the original CET

model varied greatly across the sites, affecting both
Implementation and impacts.

e Four study sites (all older, CET-operated programs)
Implemented the model with high fidelity; six sites
operated programs with medium fidelity; and two
sites implemented the model with low fidelity.

e Intensive participation in training and strong
organizational stability were the two aspects of the
CET model that were most difficult to achieve in the
replication sites.




high-fidelity sites, stronger
Impacts

e access to the program increased youths’

participation in training activities substantially
above the level for the control group

e Increased the percentage of youths
completing a training certificate. In the
medium- and low-fidelity sites, impacts on
service receipt and completion were smaller.



Positive on female but not male

e In the high-fidelity sites, access to the program
produced substantial positive impacts across a range
of employment-related outcomes for young women,

e the percentage of young women ever working,
employment rates at the follow-up survey, and
(quite probably) earnings — though the small
sample prevents a statistically significant finding.



Less impacts on men
c

e For young men, the results in high-fidelity
sites were either negative or negligible.

e The earnings of the program group were
less than those of the control group — a
result driven by declines in employment and
hours worked, probably related to shifts In

participants’ industry and occupation of
employment.



medium- and low-fidelity sites,
negative or negligible impacts

e Program group youth in the lower-fidelity sites had
lower employment and earnings; impacts were
especially disappointing for those without a high
school credential and those who were teenagers
when they entered the sample.

e Longer-term follow-up may produce more
encouraging findings for men and for the low- and
medium-fidelity sites.



The economy
-

e The strong economy during the follow-up period for
this report allowed youth with low skills to find jobs,
possibly lessening the impact of the CET program.

e The longer follow-up period now under way extends
Into the recent economic slowdown and provides an
opportunity to see whether the enhanced skills
produced by CET have positioned the program group
members to better withstand a weaker job market.



Active Labor Market Policies
ALMPs

e Public spending on labour market
programmes absorbs significant shares of
national resources in many OECD countries,
these policies being expected to achieve a
variety of economic and social objectives.

e For analytical and policy purposes, the
OECD splits this spending into so-called
*active” and “passive” measures



Active Labor Market Policies
G

e Active: comprise a wide range of policies
almed at improving the access of the
unemployed to the labour market and jobs,

job-related skills and the functioning of the

abour market

e Passive: relate to spending on income
transfers




Five Areas of ALMPs
7

e Public employment services and
administration.

e Labour market training

e Youth measures.

e Subsidised employment

e Measures for the disabled



Public employment services and
administration

e Job placement,

e administering unemployment
benefits

e referring jobseekers to available
slots on labour market programmes.



Labour market training
—

e spending on vocational and remedial training
for the unemployed

e training for employed adults for labour
market reasons.



Youth measures
7

e training and employment programmes
targeted to the young unemployed,;

e apprenticeship training, which is mainly for
school leavers, not the unemployed.



Subsidised employment
.

e hiring subsidies, /.e. subsidies paid to private-
sector employers to encourage them to hire
unemployed workers;

e assistance to unemployed persons who wish
to start their own business;

e direct job creation for the unemployed in the
public or nonprofit sectors.



Measures for the disabled
G

e vocational rehabilitation training and related
measures to make the disabled more
employable

e Sheltered work programmes which directly
employ disabled people.



Figure 1. Public spending on total labour market measures, 1997’
Percentage of GDP

Share of expenditures on active
measures in total public expenditure

Total on labour market measures

19854 19971
Denmark 23 31
Netheriands 25 31
Finland 41 33
Sweden 71 49
Ireland 30 41
Belgium 28 33
Germany 36 33
France 22 42
Spain 11 23
New Zealand 58 33
Switzeriand 42 35
Poland 16
Italy 55
Portugal 50 49
Awustria 23 26
Australia 25 31
Norway 56 58
Canada 26 31
United Kingdom 26 31
Hungary 41
Luxembourg 35 31
Greece 33 42
Japan 33 17
United States 33 41
Czech Republic 36
Korea 88
EU 2 34 36
Total OECD 3 3s 3s

(4] 1 2 3 4 5 6

%

.- Data not available.

1. Data refer to 1996 for Ireland, Italy, Poland and Portugal.

2. Unweighted average, excluding Italy.

3. Unweighted average, excluding Czech Republic, Hungary, Italy, Korea and Poland.

4. Data refer to 1986 for Denmark and Portugal, to 1987 for Japan. Germany refers to Western Germany.
Source: OECD Database on labour market programmes.



WHAT WORKS AND WHAT DOES NOT
-economic policy

Since one of the main objectives of active measures is to assist
the unemployed to get back into work,

require a reasonably buoyant supply of job vacancies in order
to be effective.

If an economy is generating few vacancies, one should not be
surprised if active measures prove to be relatively ineffective.

Aggregate demand matters too. As The OECD Jobs Study has
stressed, more effective active policies are only one element in
a comprehensive strategy of macroeconomic and
microeconomic measures required to cut unemployment
significantly.



Formal classroom training

e Help. Women re-entrants

e Don't help: Prime-age men and older workers with
low initial education

e |essons:

- Important that courses signal strong labour
market initial relevance,

— signal “high” quality to employers.
- Keep programmes relatively small in scale.



On-the-Job-Training

e Help: Women re-entrants, single mothers
e Don’t help.: Prime-age men
e Lessons:

- Must directly meet labour market needs.

- Hence, need establish strong links with local
employers,

— but this increases the risk of ‘displacement’



Job Search Assistance
(Job Clubs, individual counselling)

e Help: Most unemployed but in particular women and
sole parents

e Don't help:
e Lessons:

- Must be combined with increased monitoring of
the job-search behaviour of the unemployed and
enforcement of work tests.



Re-employment Bonus
S

e Help: Most adult unemployed
e Don't help:
e Lessons:

- Requires careful monitoring and controls on both
recipients and their former employers.



Special youth measures
c

training, employment and subsidies, direct job
creation measures

Help: Disadvantaged youths
Don'’t help:
Lessons:

- Effective programmes need to combine an appropriate
Integrated mix of education, occupational skills, work-based
learning and supportive services to young people and their
families.

- Early and sustained interventions are likely to be most
effective.

- Need to deal with inappropriate attitudes to work on the
part of youths. Adult mentors can help.



Subsidies to employment

e Help: Long-term unemployed and women re-
entrants

e Don't help:

e Lessons:

- Require careful targeting and adequate controls
to maximise net employment gains, but there is a
tradeoff with employer take-up.



Aild to unemployed starting
enterprises

o Help:
- Men (below 40, relatively better educated)
e Don't help:
e Lessons:
— Only works for a small subset of the population.



Direct Job Creation
c_

e Help: Severely disadvantaged labour market
groups (?)

e Don't help: Most adult unemployed

e |essons:

— Typically provides few long-run benefits and
principle of additionality usually implies low
marginal-product jobs.



Curb unemployment traps
S

e The most direct step to curb the
unemployment trap is to cut replacement
rates.

e However, where actions were taken to cut
replacement rates, they were usually
motivated by budget considerations rather
than out of concern about the possible
emergence of benefit dependency or work
disincentives.



Actions Taken

e political difficulties: make only marginal cuts
In the generosity of benefit entitlements, but
to tighten up on eligibility conditions for
receipt of benefits and to develop ‘“activation
strategies for the unemployed.

e The aim of activation strategies is to
encourage the unemployed to be more active
In job search and keep more in touch with
the labour market.

77



Different Strategies
S

Such strategies range from attempts to provide more effective
job-search assistance to the unemployed and monitoring their
search activity at one end of the spectrum

to making it obligatory on the unemployed to satisfy work tests
or participate in active programmes

or in education and training if they are to continue to draw
benefits.

Such activation strategies are becoming quite common for
young people in OECD countries

(e.g. Australia, Denmark, Ireland, United Kingdom), and they
are even being extended to other groups of the unemployed in
some countries.



