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1. Solutions proposed by the European Union 

INTRODUCTION 

The European Commission considers employment as the first target for the EU 

in 2020 (75% of the 20-64 year-olds to be employed). We have been asked to 

find out how the measures proposed by the EU and the national government 

bodies are being implemented and wich new measures could be undertaken in 

order to reach the goal mentioned above. 

The labor market is the key tool for understanding the social position of the 

people, their income and their personal progression. Being unemployed or 

working in precarious conditions exponentially increases the chances of going 

through precarious situations or extreme poverty. Unemployed people have a 

higher risk of poverty than employed people, as we can see in the following 

data related to the index of risk of poverty according to the labor activity in 

Catalonia (Spain) for 2011: ocupat (employed), aturat (unemployed), jubilat 

(retired), altres situacions d’activitat (other situations of labor inactivity). 

!  

We also see that the number of employed people who can be described as 

“poor unemployed people” has increased in Catalonia (Spain), and the 

European Union: 



!  

Policies related to this problem are socially strategic. Some measures were 

adopted to alleviate the shortcomings of people with no access to paid work. 

One of the key measures was money transfers to people with no or few 

resources. As an example, the next chart shows the changes in hte index of risk 

of poverty (according to ages) in Catalonia (Spain) for 2011 before the so-
called social transfers, after retirement incomes, and after all the social 

transfers including retirement incomes: 

!  

As it can be seen, social transfers have a decisive impact on poverty. 

PASSIVE AND ACTIVE POLICIES 

In order to cope with unemployment, there are the so-called passive and active 

policies. 

- Active policies: public employment services and administration, 

supplementary training courses for the unemployed, measures against 

youth unemployment, subsidised employment measures for people with 

disabilities. 

- Passive policies: unemployment compensation, early retirement. 



Active policies  

Active policies were consolidated immediately after the Second World War, 

according to a model of welfare state that has lasted until today. Nowadays,  

however, as a result of the new structural conditions of the economy, social 

relations, etc., some of the assumptions and realities sustaining this policy do 

not exist anymore. It is obvious that these policies have had different results 

depending on the context in which they are adopted. The most common active 

policies are: 

- Labor market intermediation services: information services, guidance 

and counselling. 

- Training: Training is a fundamental aspect of active policies. Currently, 

there are many people who have lost their jobs because their jobs were 

no “viable" anymore. Therefore, training is needed in order to restructure 

large volumes of employed people. 

- Employment promotion: There are sectors of workers difficult to insert 

without encouraging their employment with special measures. These 

measures are often directed at long-term unemployed people to avoid 

discouragement in their job search and to reduce the risk of acute loss of 

welfare. These measures are particularly appropriate when the number 

of long-term unemployed people begins to increase when unemployment 

is persistent. 

- Direct creation of employment: It refers to the creation of subsidised 

jobs. Historically, the creation of jobs has been justified because the 

market was unable to meet certain social needs and, therefore, the 

public sector was asked to provide these services by generating the 

related jobs. The direct creation of employment can offer jobs to people 

with employment problems. One of the risks of direct creation of jobs is 

that people employed in this market do not make the leap towards the 

private labor sector. However, the direct creation of employment can 

provide people with experience and better chances to seek job outside 

the public sector. 



- Direct support and rehabilitation: There are job creation measures 

specifically dedicated to supporting people with disabilities or socillay 

vulnerable people. These measures are usually temporary. The need for 

this type of special support is justified because of the specific difficulties 

of these groups. 

- Promotion of self-employment: This policy can be carried out through 

various initiatives. The first one is guidance in the process of starting a 

business. Secondly, there are direct economic aids for the early stages of 

a company. Finally, soft loans can be provided by the government in 

order to promote these initiatives. 

Passive Policies 

Passive policies were created as a means of protection for the population that 

was excluded from the labor market for a short period of time and as a means 

to prevent the collapse of families in poverty. Passive policies have helped 

alleviate poverty or situations of risk. 

Hhigh levels of unemployment are creating problems for the traditional passive 

policies, as they need a growing volume of financial resources. 

In periods of massive unemployment, the number of people affected by the 

problem of unemployment can make traditional financing mechanisms to be 

insufficient and inefficient. 

Type of passive polices 

There are two types of passive policies of occupation. On the one hand, the 

unemployment benefits policy, i.e, transfers of monetary resources to those who 

have lost their jobs. On the other hand, there are policies promoting early 

retirement. 

- Unemployment benefit: Provision against a sudden loss of income in 

order to ensure a minimum income. This fact acts as a stabilising 

economic aid and maintains the economic and social stability of the 

unemployed people. 



- Early retirement: It is justified by the need to encourage the recruitment 

of young people and make room for this sector of the population in the 

labor market. Nevertheless, these measures are questioned at a time 

and in a context in which people with retirement pensions are becoming 

more active and busy workers are dicreasing. 

Comparative investment on active and passive policies 

Investment on active policies and passive policies related to the labor market 

has great differences due to different criteria between countries and regions 

inside the countries. As shown in the following chart, for example, the total 
investment on active policies (in 2011) in Spain is the highest in the EU in 

absolute terms, only surpassed by France and Germany.  



In Spain, since 2006, the overall investment has been increasing gradually until 

2010 with a slight decline in 2011, the last year for which data are available. In 

the rest of the EU, however, this investment increases in the first year of the 

most recent crisis (2009). 

The explanation of the increased investment seems obvious, as they is a 

growing number of unemployed people both in absolute terms (Spain is one of 

the largest population in the EU) and relative terms (the unemployment rate is 

very high in Spain).  

Regarding investment in passive policies in 2011 in absolute terms (see the 

following chart), Spain occupies the first place in the European ranking, 

followed by France and Germany. The investment in passive oplicies has also 

increased steadily between 2006 and 2010, especially in 2008 with the 

outbreak of the crisis.  



Expenses per person 

In order to evaluate the impact and effectiveness of the policies proposed, it is 

necessary to look at the relative expenses. In this regard, there are several 

indicators that can be used, but one of the most important indicators is the 

investment in such policies according to the number of people who are 

unemployed, as it can be seen in the next charter (passive policies and active 

policies): 

EXPENSES IN ACTIVE POLICIES per unemployed person (2011 Eurostat) 



EXPENSES IN PASSIVE POLICIES per unemployed person (2011 Eurostat) 



Analysing this indicator, there are some aspects to be taken into account 

- Spain is below the European average in investment om active policies for 

unemployed. Cyprus is above Spain in this regard, and Germany 

invested in active policies per unemployed person almost the double. 

- As for passive policies, Spain is slightly above the average investment 

per person in the EU but still remains below the most advanced welfare 

states.Analysis of the impact of active and passive policies 

Analysis of the impact of active and passive policies 

Active policies help create a workforce more productive and better trained. 

Active policies are implemented in times of full employment and do not respond 

adequately to the problems of mass unemployment situation. These policies 

aim to resolve situations of structural unemployment, in which the 

characteristics of the unemployed people (their level of education or their 

geographical location) does not match the job vacancies. In these 

circumstances, active policies must provide the necessary training and 

encourage mobility so that these imbalances disappear. In a situation of mass 

unemployment, these measures can no longer fulfill their mission as there is a 

sufficient number of vacancies. 

In the case of subsidised jobs, active policies have certain negative effects, e.g.  

the so-called ”bargain” or “deadweight” effect. In highly competitive activities, 

the advantages that can be achieved in this way can "eject" other competitors 

from the labor market, by destroying jobs in other companies. This is the 

"displacement effect". 

Passive policies for employment are intended to have positive effects on the 

living conditions of the unemployed or to help decrease the poverty rate. 

However, their effects are questionable, especially considering costs and 

benefits. Some of the criticisms are: 

- The financial impact on the deficit of the states. 

- They can be disincentives for job seeking. 



- The may contribute to the increase of long-term unemployment. 

Thus, the positive effects of passive policies are closely linked to the 

implementation of effective active policies at the same time. 

Assessment of the solutions proposed by the EU 

The Economic and Monetary Union (EMU) is the fifth institutional framework 

resulting from the economic and political integration project undertaken in 

Europe. 

The historical background is important to understand the economic and 

geopolitical nature of the project: the European Coal and Steel Community 

(ECSC), created in 1952, and the Treaty of Rome, in 1957, established the 

principle of market economy and serve as a roadmap for the construction of the 

European Economic Community (EEC), a customs union beginning with the 

elimination of tariffs to allow the free movement of goods between Member 

States, as a result of the international coordination that required the 

reconstruction of Europe according to the Plan Marshall. 

After the crisis of the 70s, the ECC adopted the Single Act to raise the 

necessary institutions of the European Union (EU), set in the Maastricht Treaty 

(1992), which sought to expand the single market and created a common 

currency (the Euro in 2020). 

One of the pillars of the European economic policy is the Stability and Growth 

Pact. It defines the economic conditions necessary to join the project of the 

economic and monetary European union. These conditions are: 

- A budget deficit lower than 3% of GDP. 

- Public debt below 60% of GDP. 

- Inflation below 2%. 

This fiscal rigor led to an adjustment of the public deficit at 3% by regressive tax 

reforms and reducing public expenditure. The European Central Bank (ECB) is 

responsible for controlling inflation and has carried out a monetarist policy in the 

Euro area focusing on controlling inflation through fixing interest rate. These 



restrictions created greater economic liberalisation and flexibility in the labour 

market. However, they also brought a progressive privatisation and the 

progessive dismantling of the public sector. 

The last important element of the European economic framework is the Lisbon 

Strategy. Adopted in 2000, it aimed to achieve the most competitive and 

dynamic economy in the world in terms of sustainable economic growth, 

accompanied by a quantitative and qualitative improvement of employment and 

greater social cohesion. It also aimed to the privatisation and the deregulation 

of large public companies and some so-called strategic sectors (such as 

energy, supplies, transport, infrastructure and telecommunications). The 

flexibility of the labor market, which aimed to encourage labor mobility, led also 

to a lower cost of labor and to the increase of job insecurity. The Lisbon Treaty, 

signed in 2007, came into force in 2009 and provided the EU with greater legal 

powers to sign international agreements at EU levels. 

The promotion of liberalisation and the preeminence of the private sector in the 

economic development, along with the control of inflation and the defence of the 

financial sector, have favoured the economic dominance of countries such as 

Germany in the EU. These countries could produce at reduced costs and 

opened new markets by flooding credits to more dependent economies, such 

as those of southern Europe. It was positive for these economies to have a 

strong currency like the euro in the international markets. However, the could 

hardly face the competitiveness fostered by countries like Germany. 

From 2007-2008 we are in what is possibly the greatest crisis of global 

capitalism. The economic crisis opened a new phase in the history of the EU. 

We think that the European management of the crisis had as a main objective 

objective to achieve deeper economic liberalisation instead of greater 

coordination and convergence. For this reason, the management of the crisis 

created many problems to the working population of Europe, especially in 

countries such as those of southern and eastern Europe and Ireland. Regarding 

this situation, we can talk about three solutions proposed and/or implemented 

by some countries: 



Austerity: it refers to the implementation of fiscal austerity policies and 

structural adjustment, i.e., a series of budget cuts involving the reduction of 

public spending, social benefits and wages of civil servants. It is a short-term 

solution which does not generate growth. This policy has been strongly related 

to the European Stability Mechanism (ESM). The ESM was created by the 

European Council in response to the debt crisis of 2010 in order to provide 

funding to some states with difficulties in accessing financial markets. This 

involved a series of structural reforms such as a more flexible labor market, 

privatisation and restrictions on social benefits such as pensions. 

Institutional reform: it refers to a profound institutional reform in the Euro zone 

that could remedy the imbalances generated by having a unified monetary 

policy and many different fiscal policies. The statutory reform of the ECB  to act 1

as financier of public deficits would be an important focus of institutional reform. 

We think that the Stability and Growth Pact  should be reformulated to fit the 2

limits of deficit and public debt in the new economic reality if it really wants to 

revive the economy. Moreover, the European Investment Bank (EIB) and the 

European Investment Fund (EIF) should be crucial for economic development 

and job creation. Greater policy coordination could promote a common policy 

for labor competitiveness and equality in the EU. 

Devaluation of the Euro: it would improve competitiveness by reducing real 

prices. Exports increase would reduce the deficit of the trade balance. However, 

a fall in the value of the Euro would make difficult for large European banks to 

operate internationally, encouraging speculative attacks on the debt of countries 

with higher deficits, and fiscal deficits differentials within the Euro zone would be 

unbearable. Therefore, the solution of a major European budget and a wider 

redistribution policy would probably be insufficient. A state with greater 

economic integration would have to support the common currency. A fiscal 

 The European Central Bank is the central bank of the 19 EU countries that have adopted the 1

euro. Our main function is to maintain price stability in the euro area to preserve the 
purchasing power of the currency. 

 It is an agreement of the Member States of the European Union in relation to fiscal policy, 2

its basic objective is to facilitate and maintain Economic and Monetary Union of the European 
Union. 



policy reform to reduce indirect taxes could be very important in order for the 

improvement of social benefits and the redistribution of wealth. 

We believe that this is not a technical problem, but a political conflict about the 

legal and democratic society and its institutions. It is related to the production of 

surpluses and the mechanisms of redistribution of these surpluses, which 

essentially favour private interests to the detriment of the majority of the 

population that has nothing else than a job. 

2. Which measures could be adopted in order to 
reach the 2020 goal of the European Union. 

In order to reach the goal set by the European Union concerning 

unemployment, and after dealing with the most important policies 

undertaken by the European Union and the member states, we think that it 

would be important to adopt the follwing 10 measures: 

1. Passive and active measures should be better linked, providing 

better benefits to those who are actively seeking work places, analysing 

and defining better the profiles of the unemployed people and their real 

chances to find a work place in the fields of their interests and capacities. 

2. Confusion between social assistance and active policies to promote 
employment should be avoided. Authorities should focus on policies 

for active people who take responsibility for their employment search. 

They should also estabish control mechanisms to ensure that active 

policies are effective, without forgetting the need for social assistance 

and benefits when necessary. 

3. Active policies should be reformed in order to be more effective by 

specialising them according to the target groups of people. We think 



that these policies are not taking into account one of the most important  

problems of employability, i.e. the workers’ abilities. Unemployed workers 

could benefit better from policies helping them specialise in concrete 

labor sectors. 

4. Policies against unemployemt should promote stable models of 

public-private partnerships. Public and private bodies should find 

better ways to collaborate in order to create employment. 

5. Active policies should be strengthened in order to support the 

creation of new companies and business growth to help revive the 

productive economy of the countries. 

6. Specialized training in emerging sectors. We must analyse key 

emerging sectors of our environment and focus our efforts on training for 

new emerging sectors. 

7. Promotion of dual/alternate training in companies. This is a system 

well established in Germany that should be expanded to other european 

countries with measures promoting this kind of training among 

employers.  

8. Geographical mobility should be encouraged. Workers can gain 

experience abroad and return with baggage. Support for mobility only 

makes sense, however, if it goes hand in hand with measures to promote 

the return of the workers to their countries. 


