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1. Introduction

In order to properly function, labour markets neesdet of rules, organizations, policies and
resources. Among them, unemployment insurance, \satjimg rules, employment services,

retraining programmes and employment protectiorslagon are developed to some degree
in all countries, as well as a collective bargajninamework. All these elements can be
considered as labour market institutions, usedd- teensformed - by labour market actors:

firms and workers, social partners and governmigig, last one with a dual role: legislator

and controller on one side, and a particular engloy the other. Labour markets are deeply
embedded in the societies they belong to. Robdawssummed up this point when he chose
as a title for one of his books “The labor marketasocial institution” (Solow 1990).

When one considers these institutions among cas)tane is struck by their wide diversity
and even heterogeneity. To take one example, afpgeship is a key labour market

institution in some countries where the bulk of twerkers come from this training and

recruiting route, while it remains marginal in atheThe diversity comes from the specificity
of societal contexts and history, but also from tagiety of objectives pursued by each
scheme and rule: e.g. efficiency and equity comatdms may be combined in multiple ways.
Labour markets are usually segmented in differabtrearkets. Some groups, benefitting from
long — term and secured careers with promotiondtides, may be favoured by some
institutions, while others are left aside or exelddAnother essential source of variety is the
degree of implementation on the rules, dependinghersize of the informal sector, on the
political will and the amount of resources devoténl detecting and sanctioning

noncompliance. There may be a big gap, and everabyss between laws or signed
agreements and their implementation. Last, oneldhalie into consideration the interaction
of all these institutions between each other amsod alith the whole social and economic
sphere.

Beyond this diversity, unifying views have beerbelated by actors, experts and researchers.
Several policy-oriented views emerged in the 90®p@sing different “labour market
reforms” ensuring that these institutions bringeasse labour market adjustments to short

! The author gratefully acknowledges an importamtigoution from Kazutoshi Chatani in the elaboratif this
chapter, and useful comments by Peter Auer on\aque version of the text. The usual disclaimenghap
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term and long term needs. Among them, one maytlegeflexibility agenda” advocated by
the OECD , the World Bank and the IMF, the “decentk” agenda promoted by the ILO,
the “flexicurity” agenda developed by the Europdamion, and the “Transitional Labour
Market” (TLM) perspective elaborated by a grougeofopean researchers.

In this contribution, we shall not focus on the e, relevance or limits of each perspective
(for a short discussion, see Auer and Gazier 208&)we shall take stock of previous ILO
work (Auer 2005 and 2007, Auer and Chatani 201ib) propose, connected to the “decent
work” and TLM agendas, the concept of “protectedbility” as a synthetic priority for
analyzing labour market institutions in their cdmiition to the creation of productive
employment, in the context of the persisting diffiees created by the world crisis triggered
in 2007.

The period before the crisis was characterised bigaush for labour market deregulation.
The idea was that with increasing globalisatiobpla markets had to adapt quickly to shifts
in demand, production technologies and new marketgeneral it was believed that when all
other markets (e.g. goods and financial marketsaine increasingly liberalized, the labour
market could not remain unreformed. The crisisrgxin a first phase have led to a renewed
interest in (re-) regulation, because it was beliethat excessive deregulation of the financial
market was the major cause of the crisis. Howewery soon, reregulation of the financial
sector was watered down, and the pressures foutabarket reforms continued and became
even stronger. In addition the idea that microeanndactors weighing on the supply side of
the economy (e.g. all institutions touching thecgrof labour) has again taken its dominant
place, whereas during the crisis the (aggregateadd side of the economy was seen as the
lever to be pushed for resolving some of the mastatjing effects of deregulation.

This facts are to be seen in all proposals anadrmagtians for the countries still in crisis, e.qg.
the Southern European countries, where we can aé®y ppackages that combine budget
austerity with labour market deregulation, leadiogreduced wages, social benefits and
employment protection.

The benefits of regulation, and policies concermgith a high level of aggregate demand,
requiring decent wages, both as stabilizing factians the economy, are today largely
forgotten. If at all, only a minimum level of LMIs accepted by the main economic players
and austerity policies dominate everywhere.

This text, while posing also some critical questimmegards to excessive regulation as well, ,
supports the beneficial effects of labour markestitutions, when they are well designed.
This requires also that these labour market reiguisttand their reforms are not dictated top
down but are bargained between the socio-econoantngrs.

While the text supports also ideas about the p@sititeraction of “smart” regulation and a
more assertive demand side macroeconomic policganinot develop these ideas in any
length.



The chapter is organized as follows. Section 2 udises in some detail the meaning,
justification and implications of the concept ofr6pected mobility”. In section 3, we shall
separately review four main components of labourrketa institutions, analyze their
objectives and means in this perspective, and @eowixamples of interesting practices.
Section 4 will be devoted to some remarks on thierphay of these institutions in the
perspective of the productive transformation of emonomy. Section 5 provides a short
conclusion.

2. The concept of protected mobility: from job security, employment security to
labour market security

Emerging at the beginning of this century from emgpl as well as normative work done
under the aegis of the ILO, the concept of “pradcmobility” has been developed as a
contribution to the long lasting debate on theustural labour market reforms” advocated by
international organizations such as the OECD, hE and the World Bank. While anybody
agrees on the idea that labour markets should eehsmooth and quick adjustments to the
changing conditions of our globalized world, resbars and social actors strongly diverge on
the role that should be played by market flexipiliflexibility of wages, of employment
contracts, of hours... A related and more consensded is that labour market institutions
should convey flexibility as well as security: fibiity for firms and security for workers,
even if this statement is simplisticAgainst this backdrop, “protected mobility” appeas a
way to combine flexibility (here: mobility acrosshys, firms, sectors, occupations, regions...)
and security (here achieved by employment proteatides and labour market adjustment
policies). But how to understand this combinatiad avhich role should it play?

We shall proceed in two steps. First we shall symthe main arguments introducing
“protected mobility” as an overarching objective fabour market institutions and reforms.
Second, inspired by the “Transitional Labour Matk@iLM) perspective (see Gazier and
Gautié 2011 for a recent synthesis) we shall sh@awih order to go further it is necessary to
consider together two elements too often takenraggg: transitions and positionsin the
labour market and around it. We shall introduce ittea of “transition capacity” from the
worker’s viewpoint, and show that it is critical order to efficiently promote “protected
mobility”.

> Some workers may demand more flexibility (e.g.dombining paid work and family duties) and firmsyma
demand more security (e.g. employment contractsramsthat trained workers stay employed during a
minimum period).



2.1. “Protected mobility”: the core arguments
Workers’ mobility as a central labour market adjuesht channel

On any market, there exist three main categoriegagébles that may, in a separate or in a
simultaneous way, contribute to the adjustment betwsupply and demand: prices, quantities
and qualities. In the case of the labour marketeprare wages; quantities are the number of
available jobs, hours and workers; “qualities” Hre skill level and competences of workers,
and the skills requirements and attractivity of goWages are a variable depending on
complex and multiple determinants: reflecting tliedoictive contribution of a worker or a
group of workers and / or their relative scarcliyit also reflecting hierarchical positions and
career profiles, acting as an incentive and oftélnenced by moral, political or social norms
(e.g. workers, unions and public opinion are sthprupposed to massive wage citsThis
may explain that while some wages in some sectargepto be highly flexible and even
volatile, in most sectors of the formal economyythee “sticky” i.e. they change in a smooth
and organized way, for example through the traisiabf a wage grid as a result of a
periodical wage bargaining session taking into antoinflation and productivity
expectations. Quantities are very often used assadgnt channels in firms and on the labour
markets: modulation of working time, supplementhours or short-time working; but also
hiring and firing decisions, downsizing; these atliuents accompany the reallocation of the
remaining workers inside firms; on the labour méarkene may consider the size and
evolution of unemployment, the case of workersrgka leave, and also the number of
persons in early retirement schemes (although eatlgement schemes have been widely
criticized and became less relevant). Discouragedkevs can also be considered as a
guantity adjustment (an undesirable one) on theualmarket in the case of widespread
unemployment. Last, “quality” adjustments may cehdn training and retraining the
workforce, and in improving (or downgrading) thellskontent of a given job. Of course
these three categories of variables often playth@geand interact, each sub-variable bearing
part of the needed adjustment. They can act eiisecomplements, for example when
workers’ reallocation combines part-time bridgingbg and training measures and/or as
substitutes, for example in the case of trainireg thoes not lead to a wage increase, which is
a functional equivalent to a “hidden”wage cut, hessatrained and thus more productive
workers are paid the same as before.

Wages are often “sticky” and difficult to adjustpst labour market adjustments are a mix of
guantities (volume of hours, jobs created or dgsulp and “qualities”, because, compared to
destroyed jobs, new jobs appear in other plantserotirms, other sectors and / or other
regions, and may be more qualified. Together withtre-job training, this continuous
process of creation and destruction of jobs isleedeterminant of the productivity growth
in a given country. This makes job reallocation amatkers’ mobility a central stake on
today’s labour markets and explains why, eithertefderegulated processes or organized to
some degree, either alone or combined with otheicde such as retraining, workers mobility
is at the heart of currently discussed labour ntarferms proposals.

® Wage cuts have been observed in the current disighey remain perceived as exceptional.

4



From job security to employment security... and twlar market security

Following here Auer and Chatani 2011, section 5cee start from the widely accepted and
guite commonsense idea that security for workeiglgnatems from holding stable jobs. This
was the traditional picture offered by the firstabsts of labour market segmentation
(Doeringer and Piore 1971): the success criteriamafworker is, after having experienced
some short-term jobs, to get a long-term work @mitand become a stabilized employee in a
so-called “internal labour market”. This is all there the case today, in a world where stable
jobs seem to become less numerous and more diffioubbtain and keep, and where
unstable, precarious jobs, seem to trap their helae#o a vicious circle of marginality and
poverty.

However one frequent idea popularized by analysts @olicymakers is that the security
ensured by firms through stable jobs is no mordicseiit and that this deficiency will be
durablé. Accordingly, they propose to complement (stafitey-provided)job protection by
the ability to shift from one employer to anothehat implies other actors and sources, ie.
employmenprotection.

However this shift, which has been advocated bypitoenoters of “flexicurity” in Europe,
proved to be misleading on two important pointsst-it seems to end up into a more or less
virtual “employability” protection. As say Auer ar@hatani 2011 (op. cit): “... the problem
with selling employability as employment securgthat it sells a potentiality (access to jobs)
for a fact (holding a job)”. Second, it neglects #tey role of firms in securing their workers
by organizing internal shifts from one job to aretk what has been termed “employment
security” in an initial and more relevant meaniggich role has been highlighted in the case
of Japanese firms developing polyvalence (abibtperform multiple tasks).

This is the reason why it is better to speak obdlar market security”. Job security and
employment security (in this last, restrictive senas provided by a single firm), cannot
protect workers in increasingly flexible labour ets.. Labour market security gives
additional layers of security, by organizing proéecmobility, i.e. protected transitions in and
around the labour market, through labour marketgs and social rights. This perspective is
grounded, as it has been shown by the “Transitidrzddour Market” researchers, on a
dynamic view on careers and workers’ trajectoriéslding a stable job remains central, but
as a matter of fact during the whole life coursepgbe undertake many transitions, e.g. from
school and training to work, and back in the cdseetraining leaves, from full-time to part-
time work, from one employer to another and so labour market security consists in
avoiding “bad” transitions leading to durable unémyment and/or poverty, and promoting
“good” transitions leading to stable and produciioies at the end of the day. As Auer and
Chatani 2011 (op. cit) conclude: “Employment seguwith internal adjustment flexibility
and protected transitions are the two sides ofuabmarket security”.

* The question of the growing instability of the dalo markets all around the world have been for masays a
hotly debated topic. For a general assessment,ispdhat, on the long run, indicators such as @iute remain
stable and even increase, see Auer and Cazes20@@ver this statement is compatible with many
observations of the growing number of unstable veanktracts and the institutionalization of “precas work”,
especially in the current crisis.



2.2. Transitions, positions and transitions cajei

The key question now becomes: how to understanadamiine both sides of “labour market
security”? A risk would be that, for some favouredrkers, firms and labour market
institutions cooperate in order to organize secareers, while for other workers the Public
Employment Service will try to compensate the indedly renewed instability of short-term
contracts. An important observation is that a catgdefinition of a “transition” involves not
only information about the transitory period to $ecured but also information about the
starting point and the arrival point. A transitistarts from somewhere and should lead
somewhere. Taken seriously, this remark bringsagtlthree consequences.

The first one is that policymakers intending to wees‘protected mobility” should consider
not only the intrinsic characteristics of the titinas they want to foster, but also the
characteristics of the “positions” they start framd they lead to. They should make sure that
exist “stability poles” as safe arrival points f@orkers engaged into some mobility, either
geographical or sectoral. The basic list of su¢hb#ity poles”, beyond the public sector and
private firms when they offer stable employmentthe following: the branch/sector, the
trade/craft, the “territory”, non-profit organizatis (NPO). NPO and public employers are of
course direct job providers. Branches and sectmrd trade, play as “stability poles” because
for a worker with a given set of competencies gasy and natural to contact plants and firms
in the branch/sector to which belonged the firnh¢syomes from, and to apply to the same
kind of work (s)he is entitled to. This leads toderline the key role played by the
transferability of skills. Workers recruited in diional “internal labour markets” sometimes
develop high level competencies, but they are offeecific to their firms, and then, not
transferable. This may become a major source €itdifies if they are dismissédLast, the
“territories” (regions, municipalities...) may act as “stability pole” when proximity
networks of information provide job opportunities focal” workers. All these elements
show that the fields of labour market policies apid macro-economic and productive
development policies are closely intertwined.

The second consequence is that transitions andigmssishould be carefully considered in
their gender asymmetries. During their whole carggren the current specialization of
family roles, women most often face the dual caists of care and work. This explains that
they are most of the time engaged in more tramstithan men (typically women take
parental leaves while for men it remains an exoeptor limited to a very short period), and
that they often hold positions (typically part-tiqabs) combining paid work and domestic
work. How to make progress in gender equality aod ko secure women'’s transitions and
positions is a strategic issue.

® It is not the case with “professional labour maskea specific version of “internal labour markebecause
they recruit workers through the apprenticeshigesys giving them transferable skills.
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The last consequence is that “protected mobiliy"ai subset of work and employment
quality’. Work quality is today assessed through a senditators comprising wages, work
intensity, work interest etc. but also the secugityen by the employment contract, the ability
to be trained, to conciliate family duties and pssional tasks... all these elements are at the
core of “protected mobility”.

The outcome of a mobility decision is highly corntexd, and depends first on the set of
opportunities available to the worker. In the cakeountries, sectors or regions in a situation
of tight labour market, close to full employmentolility is easier, even if the question of
labour market segmentation remains relevant. We ledneady seen that transferable skills
also are important conditions for a successful@ute. Considering the departure situation of
workers and combining both dimensions of context tnansferability, the analysis proposed
by T. Korver and G. Schmid 2012 puts into evidetid their transition capacity may vary
from strong to very weak. In a situation of rare pdmgment opportunities and non
transferable skills, some workers may become trdppi® long-term unemployment, losing
their employability and confidence as they remaieraployed. Some others, still employed
but under the threat of being dismissed, try topkéneir current job on any condition. This
entails two consequences. The first is that engutmist in one’s own initiative and
developing enabling capacities is a necessary dngne of protected mobility. The second
consequence is that workers should be aware of tights and of the institutions organizing
labour market mobility. They should understandwlag they function, and be able to choose
the best fitting option among options availableisTleads to underline the key, sine qua non
role played by social dialogue in “protected maili in providing information about
available adjustment packages..

3. Labour market institutionsand policy toolsfor protected mobility

It will not be possible, within the limited format this chapter, to examine, even quickly, the
whole set of labour market institutions. They comsgmwage setting institutions (bargaining
practices at different levels — national, branaim fand even plant level —, the complex set of
working time regulations (normal length of a woukiday, holidays, supplementary hours...),
training and (re)training institutions and arrangems and other active as well as passive
labour market policy measures. As labour markenittg will be discussed in another
chapter of this book, we focus our analysis on fkey sets of institutions: social dialogue,
Employment Protection Legislation, income proteattifor the Unemployed, and labour
market policies including employment services alhconstitute a policy package relevant
for protected mobility.

® On this burgeoning field, see Davoine et al 2@8gel and Guergoat 2011.
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3.1Social dialogue

Social dialogue involves all the social partnerbovehare information, diagnoses and who
bargain. It may also involve national and local ggovment bodies (tri- or quadripartite
conferences or negotiations). Social dialogue carappraised first in the functioning of
specific labour market institutions: it may be alkxl, encouraged or even practiced like a
routine. And it may appear, in a more transversa,vas an overarching style of governing
employment relations and labour market polities

One may distinguish three modalities of socialaake. The first is sharing information and
diagnosis. The second is sharing decisions threofiective bargaining; the third is the co-
management of some labour market institutions.

» Sharing information and diagnosis is a key anddasgredient of social dialogue.
This ensures a sense of common fate and mutuatéaesgnding up in a feeling of
security for workers. Among the important ways loftsng information, one may cite
early notice in the case of restructuring decisimm®lving mass dismissals, which
allows workers and unions to react and take invgtin a pondered way, opens some
space for negotiated arrangements and avoids srortinteractions dominated by
fear and anger. Early notice (at least six momhadvance) is a frequent practice in
several countries, and often stipulated by law.eDthformation sharing devices, are
systematic and periodical meetings with socialrgag on the future evolution of jobs,
competencies and work organization, which may prever better organize
employment adjustment. Such meetings do not alwagsup into a shared diagnosis.
Disagreements may persist among employers and sjnbrt at least partners may
refer to a common basis

* The importance of constructive collective bargagnoannot be over-emphasized. It
prevents labour disputes, and it leads partieoinlict to reach negotiated resolution
of disputes when they arise. It helps improve wagkiconditions, too. Some
economists regard trade unions as pressure gragugiating for undue high wages
above the market clearance level, thus disturbegfunction of labour markets. This
view is quite biased since it neglects the positieatribution of social dialogue to
productivity gains. A rich body of literature hasadimented the contribution of
kaizen improvement at workshop level based on socialodige, to the rapid
productivity growth realized in Japan. ILO’'s SCORBject replicated the model in
developing countries where industrialization hasrbeking placé.ln addition to the
benefits at the micro level, collective bargainalgo contributes to a fair distribution
of productivity gains, which supports the aggregdémand. Arguably, collective
bargaining is more important in developing coustrighere production is rapidly

" In a wider perspective, Labour Market Institutithemselves can be seen as a result of socialdialVe
focus on the current functioning of LMls.

8 Sustaining Competitive and Responsible EnterpfiS&ORE) project implements a practical trainind an
factory counselling programme that enhances thdymtivity, while promoting respect for workers’ hitg. For
more details visihttp://www.ilo.org/empent/Projects/score/lang--adéx.htm
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expanding but labour market institutions, espegibour administration, are weak.
Mutual agreement between workers and employerstisi isubstitute for enforcement
of labour regulations, but a supplement to thenthis sense, building the capacity of
representatives of workers and employers in engagincollective bargaining and

forging trust among them are conducive not onlynttustrial peace and productivity
gain but also to a broader development agendadtinags industrialization process.

Nevertheless, promotion of collective bargainingenfmeets with challenges in many
developing countries where the safeguard for furedded workers’ rights stands on a
fragile ground.

Building the capacity for collective bargaining: the case of Viet-Nam

Viet Nam upholds a strategic socio-economic devekqt objective that the nation wijll
be a modern industrialized one by 2020 with soalitipal stability (The government of
Viet Nam, 2010). In this context, it has taken stép build sound industrial relations |at
the national level, as well as in export-orientedtsrs. The National Industrial Relations
Committee (NIRC), a tripartite advisory body to faeme Minister in the field of laboyr
regulations and policies, was established in 2@ice the coverage of enterprise-based
collective bargaining agreements was limited, thaisfry of Labour Invalids and Social
Affairs (MOLISA) implemented a pilot project to tranegotiating parties and generate
collective agreements in the garment and textidiistry with the support of USAID and
the ILO. Workers and employer representatives efséctors negotiated employment and
employment security; working and rest hours; wagesus and wage allowance; labour
norms; workplace safety and social insurance forkess. The pilot project noted some
challenges such as representation issues, negotg&hills and a lack of understanding|of
applicable labour regulations (ILO, 2010).

Today more collective bargaining agreements arehezhwith multiple employers in the
same sector, but without sector-wide coverage. Unahelti-employer Collective
Bargaining Agreements (CBA), workers receive statidad benefits and wage packages.
It is reported that this approach has seen a ssicesimproving workplac
communications between unions, workers, and empoged reducing strikes (USAID,
web page). Multi-employer CBAs were reached inghement, textile, leather, footwear
and seafood sectors as of August 2011. The Vietbaamber of Commerce and Industry
notes the importance of involving more enterpriseder multi-employer CBAs (Hiep,
2011).

Social dialogue may directly foster bargained “povéd mobility”. In Sweden, the law
governing mass redundancies (Employment Prote&ain1974) stipulates that in order
to protect the workers with long tenure, the disimig order is “LIFO” (last in, first out)
but it also stipulates that if social partners bawgand agree on a different order (typically
because the firm will demand to retain younger amate skilled workers, and offers
compensating resources for the older workers todisenissed through redundancy
payments and intensive re-training and placemanicas), their decision will dominate



the law’s provision. This enables social partness blargain and take their own
responsibility. A recent selection of in-depth case studies ctté all around the world
(from Australia to Egypt, Mexico and China) showe crucial role played by social
dialogue in the management of displaced worker® @0D13).

» Examples of co-management of labour market ingtitgtremain quite rare. One may
cite the apprenticeship systems, co-managed bydbml partners in Germany and
Austria. Most often, social partners are involvedai tripartite management process
with the State, this actor keeping the dominarg.rol

It is of course difficult to directly assess thepiontance and consequences of constructive
social dialogue as institutionalized practices ime tlabour market and employment
relationships. A recent attempt has been madeeicdlse of France (Cette and al. 2013). This
study is based upon a survey of French manufaguirms collected by the Banque de
France over the period 1991 — 2008, including \emsuch as profitability and productivity,
as well as variables depicting the quality of laboelations and the social climate. It
considers the impact of “regulatory constraints” the total factor productivity (TFP) in
different social dialogue contexts. When sociallatjae is weak and labour relations are
characterized by “workforce or union oppositiorifetinfluence of “regulatory constraints” is
negative on the TFP. When firms are characterized good social climate and the presence
of branch or firm agreements, these traits offde# hegative impact of “regulatory
constraints” on TFP, and the interaction of thdaldes “regulatory constraints” and “branch
or firm agreement” yields a positive significantgact on TFP.

3.2Employment Protection Legislation

Employment Protection Legislation (EPL) is veryeoftseen as a major culprit for “rigid”
labour markets and is thus very often subject @rmes to allow more flexibility in labour
market adjustment. It has three main componentt; the rules and constraints regarding the
ability to hire and fire through open-ended workitracts; second the rules and constraints
regarding short-term work contracts; and thirde tlnles and constraints regarding mass
dismissals (early notice, negotiated arrangemeggrance pay...). However, even from a
“pure market” point of view, EPL has strong justétions. When they dismiss workers, firms
generate social costs such as income and consumipsises, unemployment, skills attrition,
costs for labour market policies, etc. In this pergive, it is fair and efficient to ask firms to
minimize such “negative externalities” by maintaigia fair degree of EPL.

The key question becomes of course the “optimaléllef EPL. While excessive levels of
EPL may deter employment creation, there is indaedide variety of EPL levels and
modalities with many exceptions (e.g. for smalimi&) all around the world (for a careful
balance, see Skedinger 2011). For example, firn ldring their workforce on short-term

° For a more systematic inquiry into the ways ofisgtup social dialogue in restructuring situatiomshe
European context, see Gazier and Bruggeman (e@8)&td Bruggeman et al 2012.
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contracts will not be able to reap the gains framtlee-job training and from a continuous
adaptation and progress. Firms facing relativeghhievels of EPL may develop efficient

tools for adapting their workforce internally ancamy studies show that there is a positive
correlation between the level of EPL and (trainimyestments in the labour force.. However,
in many developing countries, while formal levels BPL seem sometimes excessive,
enforcement is dramatically low and positive or ateg effects of EPL can in fact not be

analysed without (usually lacking) empirical evidenof enforcement. Thus, while many
economists argue that EPL is a determining faatorwfidespread informality in the labour

markets, this argument is usually assessed ontelgsl only, but not on their enforcement.

Employment Protection Legislation: the case of Indonesia

Employment protection legislation is often seeraasause of sluggish employment growth
by observers since it increases the cost of hiaimg firing workers. This view, however, |is
far too simplistic for understanding labour markghamism, especially that of developing
countries. Here we take the case of Indonesidustiate the point.
The Manpower Law of 2003 stipulates hiring andnfiripractices, severance pay, and
minimum wage setting, among other labour issueldonesia. The effect of the Law on
employment has been a subject of debate. Somevebs&taim that rigid labour regulations
have deterred job creation because tight employetegqiion and high severance pay
discourage investment in Indonesia and hiring warké/orld Bank 2010). Rapid increase|in
the minimum wages was blamed for stagnant growtljoin opportunities in the formal
economy ipid.).
Would reducing rigidity in employment protection giglation create more formal
employment as predicted by proponents of flexiblsour market? The answer for the case
of Indonesia is largely no. If such a labour maneform had any effect on job creation| it

would be most probably modest. This is becausectiusal relation between employment
protection legislation and job growth is not asigfintforward as is believed by observers in
favour of more labour market flexibility. One musbte that a variety of factors affects

creation of productive employment: employment mtt® is merely one of such factars
(ILO 2010); the weight of each factor differs de@ierg on the country specific contexts.
In the case of Indonesia, employee protection,ghatiis relatively tight in the region, has
turned out not to be among the most influentialdesc affecting creation of productive
employment. An investment climate survey by thevdrsity of Indonesia ranked labour
regulation as the eleventh constraints, with mampoemic instability, transport and
corruption as the top three constraints. An exgeubpinion survey by the World Economic
Forum echoed the finding and excluded labour marggtity from the top five impediments
to business operation in Indonesia. Therefores itinlikely for labour market reforms of
weakening employment protection legislation to hadstantial employment creation
effect, if critical constraints to job growth aftlintact. Further, a growth diagnostic report
by the Asian Development Bank, the ILO and thenhtaDevelopment Bank identified
inadequate and poor quality of infrastructure, wegsises in governance and institutions, jand
unequal access to and poor quality of educatiorcrdigal constraints to inclusive and
sustainable growth (ADB-ILO-IDB, 2010). Fine-tunittte suspension, when the engine ig in
defect, would not help the car run.

3.3Income Protection for the Unemployed
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Social Security programs mainly replace lost incamepecified situations such as iliness,
maternity, retirement and unemployment. Althoughisitessential in many countries to
develop Social Security, especially “provident fghdenabling workers to accumulate
pensions rights for their old age, we focus here wmemployment insurance (or
unemployment benefits, hereunder Ul).

Ul mitigates the adverse impact of job loss andblsathe unemployed to seek for suitable
jobs and/or receive training without incurring higmancial and psychological costs
associated with joblessness. It functions not adyan important safety net in the labour
market, protecting transition capacities, but asoan automatic stabilizer of fluctuation in
economic activities. Given these crucial roles pthypy Ul, most developed countries have
implemented mandatory and largeU|

Although the importance of Ul is widely recognizétdis often considered as challenging to
introduce it in developing countries since thesentiwes hold a large share of workers in the
informal economy and lack necessary administrat@pacity. OECD-style Ul is seen as
unsuitable to developing countries and tailor-mgKifi to the country contexts is suggested
(Vodopivec, 2009). Despite the challenges, manyeliging countries have implemented Ul.
Although a prevalence of informal employment doessep a significant challenge in
expanding the coverage of Ul, 7 to 13% of the urleygal in Argentina, Brazil, China, South
Africa and Turkey were covered by Ul in 2008 (ILZD10).

Unemployment insurance: the case of Brazil

Brazil’ Federal Constitution of 1988 has establtskecial security in the country. Protection
for unemployed workers fired without a justifiecasen and with at least 6 months of formal
work prior to dismissal was introduced by Law n®9& on unemployment insurance|in
1990. Unemployment benefis¢guro-desempregaeplaces lost income, the amount| of
which is equivalent to the average monthly saldrthe past three months prior to job lass
but no less than the monthly minimum wage and neentban the predetermined upper
ceiling. The duration of benefit is for three t@dimonths, depending of the employment
history over the past three years. Sales tax omsfiunds Ul in Brazil, while in most other

countries contributions by workers and employensiice Ul. Ul supported income of
million job seekers in 2010 and mitigated the intgHdhe global financial crisis.

Recent studies on Brazil's Ul have found positaieour market and welfare impact of the
Ul (Gerard and Gonzaga, 2011 and 2012). Althoughesobservers argue that Ul may
discourage job losers from actively seeking jolie Idistortionary effect on the job-finding

behaviour was observed in Brazil. In addition, \amdf effect of extending Ul programme| is
found to be positive and sizable. The case of Biadicates that a country with a large
informal economy can still implement and adminigtésuccessfully.

3.4Employment services

19 Space precludes here a discussion on the comsigrdof an Ul scheme, addressing the two classiakes of
“moral hazard” and “adverse selection”. For a ré@em concise presentation, see Schmid 2013.
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An important mechanism that corrects labour maf&gtire is employment services. They
comprise career guidance, job placement services raferral to training programmes.

Without such services, matching the labour demamdl supply may be suboptimal. For

instance, jobseekers may spend more time to fiitdlda jobs or may take up less suitable
jobs. Similarly, employers may not be able to reéanecessary workers with right skills and
lose business opportunities.

Considered in their interaction with Ul, employmeetvices may play an important role in
enhancing transition capacities and ensuring akqwey back to work. It is often said that
employment services are “active” while Ul is “pagsi In developed countries this may lead
to “activation” strategies, trying to limit Ul anelxtend employment services. However, an
efficient Ul is a precondition for good matches time labour market, and should be
considered, combined with employment services,na&etive” investment in the workforce
(Auer et al 2005).

A central question regarding employment servicdabesrole of public and private suppliers.
Compared with most private recruitment agenciehlipuemployment services support
workers with relatively low skills and difficultiesr placement. It is thus vital that public
employment services help integrate low skilled veoskin the labour market in order to
enhance inclusiveness of growth. This could be dammer directly, or by developing
partnerships with private organizations.

Non-profit private employment services: the case of Cameroon

Public employment services often face constrainttuding budget and service provisipn
capacity. In this light, employment service in Caoua is an interesting case.
Youth Employment Service (YES) Cameroon was laudde a non-profit organization |n
2006 (YES Cameroon 2013). It operates in partnpnsfith government ministries (Ministry
of Youth Affairs, Ministry of Employment and Vocahal Training and Ministry of External
Relations), UN agencies, schools and training esntemployment services in other
countries, foundations and NGOs. Activities of YE&meroon include offering career
counselling, training courses and small grant &otst business. The NPO does not provide
referral services, yet its grass-root approachufipert youth’s insertion in the labour market

has been helpful.
One of the challenges of providing employment sawiis outreach to jobseekers. Due to
budget constraint, employment service centres arelmiquitous in developing countries. |In
fact, jobseekers living in rural areas have limigtysical access to employment service
centres that are often located in large citiess@&isnating useful information in a cost-
effective manner to jobseekers remains as a clyglein increasingly popular solution [to
this is the use of the Internet. Some employmenices have developed online job database
in which jobseekers search suitable jobs. YES Caaomehas been utilizing a popular sogial

media to overcome this challenge. By utilizing arstng web platform, it saved the cost|of

developing and maintaining a website. Informatiam job fairs is widely disseminated
thought the social media at no cost.
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4. Protected mobility and the productive transformation of an economy

In this last section we go back to a more globatll@nd consider, from a dynamic point of
view, the interaction of labour market institutionstween themselves and with the overall
economic and social productive transformation given country.

It would be necessary here to explicitly introdulce variety of “employment regimes” and
the macroeconomic context: the diversity of situagiis large all around the world. , as well
as the dependency of labour markets on busine$s myavements. To take but one example,
the world crisis triggered in 2007 has had veryedé@nt outcomes in the European Unions,
some countries like Spain and Greece seeing a idguldr even a tripling of their
unemployment rates, while others such as Germangustria, keeping the same (low)
unemployment rate and benefitting, among otherghifrom the flexibility effects of short-
time working scheme, which are traditional labouarket institutions used through all
recessions (Schmid 2013).

However, place constraints lead us to focus orctimgribution of labour market institutions
to the long-term growth process and to limit owrsslto some remarks. We shall evoke two
general points and end up with an example of atéptabour market institution.

* First, the question of the “optimal”’ level of maby| often left implicit, has been
discussed by ILO researchers. Auer 2007a and b esdhdivat available statistics
setting a correlation between labour productivityd ghe length of tenure do not
deliver a single message. A wide range of tenurgthes, between 5 to 13 years seems
to be compatible with the same high level of praihty. In the case of Eastern and
Central Europe countries, Cazes and Nesporova 2083ify some evidence of
excessive labour market mobility: they observetf@se countries “a countercyclical
movement of labour turnover and a pro-cyclical nmegat of job tenure, in direct
contrast to developments in the (western) OECD tmsi (p. 138), suggesting that
even in economic booms workers prefer staying @irtfstable) jobs, whereas the
contrary is true in the West. There many workexsk|for new jobs in a positive
growth context, but tend to stay on their jobse@nessions. These analyses have been
recently confirmed from a more theoretical pointvadw by a working paper of the
IMF (Blanchard et al 2013) showing the limits oftexal labour reallocation which
may induce competencies losses and hinder on-thegming.

* A second line of remarks suggests that a homogenemlaptable and motivated
workforce can be considered as a public good. lmpkat the employment
performance of countries all around the world,at lbeen observed that there is no
systematic trade-off between quantity and qualftwork (Erhel and Guergoat 2011).
Competitive countries are characterized by a higlity workforce, benefitting from
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high quality work and jobs, and by the same tolkesy tgenerate a larger quantity of
jobs. An additional observation concerns gendersicemations. The productive
potential of women remains enormous and should dmped more intensively,
especially in developing countries. In the long this can only be achieved though a
better sharing of domestic and labour market woek,through jobs allowing a better
conciliation between both spheres and tending tdsvauality between women and
men.

 Third: in some countries, interesting steps havenbenade towards inclusive,
legitimate, pro-active and “smart” labour markestitutions. We present here an
example from Austria, insisting on the pragmatanse behind it.

A case of institutional plasticity: The Work Foundationsin Austria

Dating back to 1987, the “Work Foundations” (WFsg draining, placement and rg-
employment units used in cases of industrial resiiring and coping with mass dismissals.
Their funding is original, because they were itligiecreated by firms as foundations
(independent bodies owning a stable capital giwea big firm engaged into restructuring)
and benefit from three other resources: the fulleas to the Public Employment Services, a
co-financing contribution coming from their “cliexit(the dismissed workers) who give them
50% of the interests paid on the sums yearly actateul in their life-long severance pay
account (a specific Austrian institution), and antcibution coming from the workers
remaining employed in the dismissing firm and ugadfinancing the retraining costs (jn
general, this contribution is around 0.5 % of trege bill).

WFs provide classical services such as competemtaggosis, referral, (re)training and
placement of the workers, with two original traiErst, they may propose quite long and
even very long training programs, up to three ye8esxond, their “clients” are volunteefs,
easily recruited because workers feel confidenttzaked by their colleagues as well as by
the whole community. These traits explain why thHmgnefit from a good reputation,
especially from potential employers.
The first WF has been set up by a big metalworkimg, Voest-Alpine, and from the start 12
firms were present. In 2011, 81 firms could ben&bm this WF (Borghouts van de Pas
2011).
A first generation of enlarged versions emerge@ptetl to different categories of workers
and different situations: “insolvency WFs” (with aapital given by local communities),
sectoral WFs and regional WFs, the last categomygbedapted for small and medium size
firms and for workers in short-term work contracts.
Since 2000, a second generation of enlargementiegghewith the idea that WFs should also
help integrating unemployed workers by providihgrmh the same services and guarantees.
“In-placement” WFs have been created, offering neitee and long duration training
sessions, especially to persons without apprefiijgagcords (In Austria apprenticeship|is
the main route from school to employment).
In 2009, there were 141 WFs offering “out-placemesetrvices and 175 WFs offering “in-
placement” services. The WFs have enrolled 1074&eve during this year, i.e. 5% of the
Austrian unemployed. The medium length of theieiméntion is 300 days.
An early systematic evaluation (Winter-Ebmer 208hpwed a positive outcome of such
“Work Foundations”. More evaluation should be nseeg in order to fully assess the costs
and benefits of each type of WF.

The case of the Austrian WFs shows how a legitinsaite successful institution may be
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extended, diffused in other contexts, and adatetifferent challenges and beneficiaries.

5. Conclusion

This short survey has suggested some importantneferthrough which labour markets
institutions, albeit diverse, foster “protected ntit)§ and contribute to a productive and
inclusive growth. Most of economic theories tencetvisage a “pure” market and consider
any institutions and mechanisms that hamper theo#mdunction of the market as
“disturbances” which are desired to be removed. $hlewed that, properly designed and
managed, labour market institutions are collecissets, protecting and enhancing not only
transitions capacity but also a necessary cordlisfain the labour market (e.g. good and
stable long-term jobs). It is the capacity of LMdsmaintain productive jobs as well as acting
as a security device during necessary labour madjestment processes that will determine
their effectiveness in regard to a more assertereahd side macroeconomic policy.

In the future one may expect an even more ambitiolesfor these institutions, because the
collective management of individual career disamunties will call for new developments,
involving more and more workers and promoting doaieusion as well as gender equality.
For employment maintenance purposes new formstefnal adjustment have to be sought
and for external adjustments one has to proceed &amarrow perception of unemployment
insurance to a wider “employment insurance” (Sch@@l3). The task of these new or
amended institutions should not only be to “makerkers fit for the market”, but also to
“make the market fit for workers”.

6. References
ADB, IDB and ILO (2010)ndonesia: Critical Development Constrair{ftdanila)

Auer Peter 2005, “Protected Mobility for Employmemnid Decent Work: Labour Market
Security in a Globalised WorldEmployment Strategy Pape2805/1, ILO, Geneva

Auer Peter 2007a, “Security in labour markets: comnly flexibility with security for decent
work”, Economic and Labour Market Papez607/12, ILO, Geneva

Auer Peter 2007b, “In search of optimal labour rearstitutions”, in H. Joergensen and
P.K. Madsen (edsklexicurity and Beyond: Finding a New Agenda fae Buropean Social
Model DJOF publishing, Copenhagen, p. 67 - 98

Auer Peter 2010, “What’s in a name: the rise (all 6f flexicurity”, The Journal of
Industrial Relations52(3), p. 371 - 386

16



Auer Peter 2013 rom security beyond employment to security in egméent paper
presented to the F7AIRAANZ conference “Work, Employment and Employméelations
in an Uneven Patchwork World”, 6 — 8 February, Faatte

Auer Peter and Cazes Sandrine 2@8ployment stability in an age of flexibility.O,
Geneva

Auer Peter, Efendioglu Umit and Leschke Janine 28@8ve Labour Market Policies
Around the World: Coping with the Consequenceslob&ization ILO, Geneva

Auer Peter and Gazier Bernard 200Thtrouvable sécurité de I'emplpFlammarion,
Collection « Champs », Paris

Auer Peter and Gazier Bernard 2008, « FlexicurgyaaPolicy Agenda »CESifo DICE
Report4 — 2008, pp. 3-8

Auer Peter and Chatani Kazutoshi 2011, “FlexicuriBill going strong or a victim of the
crisis?”, in K. Townsend and A. Wilkinson (ed8)Research Handbook on Work and
Employment Relation&dward Elgar, Cheltenham

Berg Janine and Kucera Daniel (eds) 2068)efense of Labour Market Institutions:
Cultivating Justice in Developing WorlBalgrave MacMillan

Blanchard Olivier, Jaumotte Florence and Loungaak&sh 2013, « Labor Market Policies
ans IMF Advice in Advanced Economies During thedbiRecession »MF Staff Discussion
Note,March SDN/13/02

Borghouts — van de Pas Irmgard 203&curing job-to-job transitions in the labour marke
comparative study of employment security systergsiiopean countriesrhesis, University
of Tilburg

Bruggeman Frédéric, Gazier Bernard and Dominique&a 2012, « Affronter les
restructurations d’entreprise en Europe. Proposstiwour une démarche unifiéeRevue de
FIRESNn° 72, pp 29 - 64

Cazes Sandrine and Nesporova Alena 208Bpur markets in transition. Balancing
flexibility and security in Central and Eastern Bpe ILO, Geneva

Cette Gilbert, Dromel Nicolas, Lecat Rémy and A@tearlotte Paret 2013, “Labour
Relations Quality and Productivity: an Empiricalaysis on French FirmsReview of
Economics and Institution¥ol. 4, n° 2, Spring, article 2

Davoine Lucie, Erhel Christine, Guergoat-Larividtathilde 2008, “Monitoring quality in
work: European Employment Strategy indicators agybhd”, International Labour Review
No.147, 2-3, pp.163-198

Doeringer Peter and Piore Michael 19[fiternal Labor Markets and Manpower Analysis
Heath Lexington Books

17



Erhel C., Guergoat-Lariviere M. 2011, “Job qualdycomparative perspective on the basis
of EU indicators” WISO — Wirtschafts- und Sozialpolitische Zeitsthvibl. 34, June, pp.143
- 159

Gazier Bernard and Bruggeman Frédéric (eds) 2R68tructuring Work and Employment in
Europe. Managing change in an Era of GlobalizatiBward Elgar, Cheltenham

Gazier Bernard and Gautié Jérdbme 2011 “The TiansitLabour Markets Approach:
Theory, History and Future Research Agendatrnal of Social and Economic Policyol.
14: Iss. 1, Article 6

Gerard, Francois and Gonzaga Gustavo 2011, "Ungmmgliot insurance in developing
countries: The case of Brazil" Textos para discu&&8, Department of Economics PUC-Rio
(Brazil).

Gerard Francois and Gonzaga Gustavo 28b2jal insurance under imperfect monitoring:
Labour market and welfare impacts of the Braziliinpprogram presented at the Latin
American and Caribbean Economic Association (LACBAJ Latin American Meeting of
the Econometric Society (LAMES) 2012 Annual Meesingima, Peru.

Government of Viet Nam (2011) “Vietnam’s Socio-Eoaric Development Strategy for the
period of 2011-2020", in Vietnam Institute of ecomos, Vietham’s socio-economic
developmentNo. 67, September 2011 (Hanoi)

Hiep, Luu (2011, August 05) Collective employmegtesement: Universal application
needed, Vietham Chamber of Commerce and IndustwsNeetrieved 20 September 2013,
from http://vccinews.com/news_detail.asp?news_i&523

ILO (2010)Labour and social trends in Viet Nam 2009(Hanoi).

ILO (2010)Employment and social protection policies fromisrte recovery and beyond: A
review of experiencg@seneva)

ILO (2011)Labour and social trends in Indonesia 2010: Tratisig economic growth into
employment creatio@Jakarta)

ILO 2013,Responding to worker displacement: A collectionase studiesGeneva

ILO 2013, (websitefslobal extension of social securifyttp://www.social-protection.ojg
[accessed on 23 September 2013]

LPEM-FEUI (2007)investment climate monitoring: Round (Mstitute for Economic and
Social Research, University of Indonesia, Jakarta)

Korver Tom and Schmid Gunther 2012, “Enhancing $iteon Capacities and Sustainable
Transitions” in De Munck J., Didry C., Ferrerashd Jobert A. (eds) (201A,New Path
toward Democratic Deliberation: Social and Civil&ogue in EuropeLondon and Brussels,
Peter Lang, pp. 26-57

18



Marsden David 19993 Theory of Employment Systei@ford U. Press

Schmid Gunther (ed.) 1994abor Market Institutions in Europe. A Socio-ecomm
Evaluation M. E. Sharpe

Schmid Gunther 2013 forthcoming, “Sharing Risk&abour Markets Transitions: Towards a
System of Employment Insuranc@rtitish Journal of Industrial Relations

Schmid Gunther and Gazier Bernard (eds) 2002, Dynamics of Full Employment. Social
Integration through Transitiona Labour Marketsdward Elgar, Cheltenham

Skedinger Peter 2018mployment Protection Legislation. Evolution, Effe®Vinners and
Losers Eward Elgar, Cheltenham

Solow Robert 1990The Labor Market as a Social InstitutidBasil Blackwell, Oxford

USAID, “Vietnam develops a new way to prevent labisputes: Technical assistance and
experiences from the United States promote firdtiramployer collective bargaining
agreement” [web page] retrieved 21 September 2043, http://vietham.usaid.gov/vietnam-
develops-new-way-prevent-labor-disputes-technisalséance-and-experiences-united-states-

p.
Vodopivec, Milan (2009)ntroducing unemployment insurance to developinghtoes SP
Discussion Paper No. 907 (OECD, Paris)

Winter — Ebmer Rudolf 2001, “Evaluating an InnovatRedundancy-Retraining Project: the
Austrian Steel FoundationlZA Discussion Papen°® 277

World Bank (2010)ndonesia jobs report: Toward better job and seufor all (Jakarta)
World Economic Forum (2009)he global competitiveness report 2009-2Q&@neva)

YES Cameroon [web sitéittp://www.yescameroon.org/efaccessed on 29 September 2013]
Facebook page of YES Camerddips://www.facebook.com/pages/Youth-Employment-
Service-YES-Cameroon/14265593913184ddcessed on 29 September 2013]

19



