AUSTRIAN SOCIAL PARTNERS' ADVISORY COUNCIL
FOR ECONOMIC AND SOCIAL AFF AIRS
EMPLOYMENT POLICY
The studies produeed by the Austrian Soeial Partners' Advisory Couneil for
Eeonomic and Social AfTairs contain opinions and reeommendations for economic poliey whieh have been agreed upon by the four major Austrian sodal
partners (the Federal Eeonomic Chamber, the Federal Chamber of Labour, the
Austrian Federation of Trade Unions and the Standing Committee of the
Presidents ofthe Austrian Chambers of Agriculture).
The following text represents a translation of the introduetion and reeommendations from the Advisory Council's enclosed study "Employment Poliey"
(Besehl1ftigungspolitik). The translation was provided by Martha Sehodl.
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1.

Introductlon

- The Economlc Environment

1.1.

Introductory

Remarlcs

TIONS

In the last deeade the labour market has beeome one ofthe eentral problems
ofthe economic and social poliey. Due to rationalization measures and relocation of production facilities the number of jobs in industry has greatly decreased and despite massive early retirements the unemployment rate has
doubled sinee the beginning of the eighties.
The labour market has eome under pressure from various sides:
-

Sinee the seventies the long-term eeonomie growth has deereased by
about fifty pereent. Therefore the labour demand of the enterprises has
declined eonsiderably. Yet, in eontrast to the slogan of'~jobless growth"
employment has not at all decoupled from economie growth.

-

The international division of labour and the teehnological development
forced industry to take rationalization measures. With increasing integration this trend spread also to other sectors (e.g. banks). The international division of labour has three aspeets in particular: globalization,
EU-integration and opening ofthe Eastern countries.

A third, though less eentral labour market faetor, is the steady inerease in
labour supply. In the last deeade more women sought employment and additional foreign workers, also a eonsequenee of the opening of the Eastem
eountries, were integrated into the labour market. Aeeording to present estimates the labour supply will continue to inerease over the next twenty years
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(by more than 270.000 according to the estimates of the Austrian Institute of
Economie Research, see chapter II.6), even if a restrictive immigration policy
is adopted.
In Austria the labour market situation became critical in 1995 and 1996:
16,000 jobs were lost in these two years, the number of the registered unem·
ployed increased to the same extent. In these years employment problems
spread from the industrial sector to those service sectors that lost their hitherto
sheltered position due to the European integration and must now prevail
against international competition.
The increasing problems of the labour market motivated the Advisory
Council for Economie and Social Affairs to this employment study. The Advi·
sory Council concentrated in its work on labour market and qualification as·
pects, as the economic side of this problem was dealt with in the Advisory
Council's study "Wirtschaftsstandort Österreich" ("Austria's Competitive Position as an Industrial Location") two years ago. The Austrian Social Partners'
agreement "Maßnahmen fllr eine beschäftigungspolitische Offensive" ("Meas·
ures for an Employment Policy Initiative" of the employment summit of the
Parity Commission of February 1996) is enclosed in the annex.
This paper is thus to complement the study on Austria's competitiveness. lt
must be stressed that employment and unemployment are not merely problems
of the labour market but much more of economic development and thus also
of economic policy. Labour market and educational policy initiatives are necessary but not sufficient to increase employment.
The study of the Advisory Council is divided into six chapters: This intro·
duction and the recommendations or conclusions are followed by a chapter on
the development of the 1abour market, paying specific attention to the individ.
ual sectors. The third chapter deals with qualification of the labour force con·
centrating on further vocational training and continuing the Advisory Council's
study "Qualification 2000". The fourth chapter is devoted to the subject of
working time and employment and refers to two studies of the Advisory
Council on "Arbeitszeitentwicklung" ("Working Time") and "Öffnungszeiten"
("Shop Hours"). The fifth chapter go es into those areas, services in particular,
for which the Advisory Council expects a high future employment potential.
The sixth chapter finally discusses the active labour market policy.

1.2.

Economlc Growth und Labour Market Development

Austria succeeded in restraining the last recession ('92/'93) and keeping the
unemployment rate low compared to other European countries last but not
least due to letting the automatie stabilizers take effect i.e. accepting short·
term effects of recession·1ed tax losses on the budget deficit. Such a policy
prevents the development of a non·cyclical unemployment that would then
consolidate and be difficult to reduce even in times of economic upswing.
Nevertheless employment has become of major politieal concern in Austria
as throughout the rest of Europe. Unemployment increases during each cycli·
cal downswing and hardly decreases during an economie recovery, thus indi12

cating a structural problem. For years the increase of production has lagged far
behind the high productivity growth in industry. A further decrease in employment in industry must be expected for the future as weil. The sectors of
business-related, social and personal services, above all, could make up for the
decreasing employment in industry. Particularly the share of business-related
services is re1atively low in Austria, indicating a considerable potential for expansion.
Given the present average working time, an economic growth of approximately 2% is necessary to maintain the level of employment. But as the labour
supply has a medium-term growth rate of about 0,5%, the economy would
have to grow by approximately 2.5% in order to keep the unemployment rate
constant. This would be in line with the more optimistic medium-term growth
prospects. Therefore economic growth alone will not be enough to significantly reduce unemployment. lt will also be necessary to increase the employment intensity of growth e.g. by expanding labour-intensive services.
While the number of jobs continues to depend on the economic dynamism,
unemployment has partly decoupled from the employment trend. Experience
has shown that in Austria the labour supply varies considerably in the cyc1ical
course: In tim es of recession a decreasing labour supply reduces the increase
of unemployment; during economic recovery, however, unemployment decreases only slowly, as additional labour force, in particular foreigners and
women from the hidden labour force reserve, enter the labour market.
At the beginning of the nineties the rapid increase in the foreign labour
supply, partly due to the opening ofthe Eastem countries, demonstrated which
problems can be caused by a sudden increase in supply: above all dismissal of
the older domestic labour force and increasing unemployment of foreigners
already living in Austria. The future employment policy for foreign workers is
to aim at precluding negative effects on the unemployment situation (control·
led access).
Finally the regional differences in the unemployment rates are very high.
Ailing, old industrial areas and rural regions are particulariy disadvantaged.
Economic integration results in aggravation of regional disparities and thus
increases the importance ofregional development policy.

1.3.

High Dynamlsm of the Austrian Labour Market

The dynamism of the Austrian labour market is greater than generally assumed. Even with unchanged overall employment more than 100,000 jobs are
lost through reduction of labour force in diminishing enterprises and through
c1osures, while at the same time 100,000 new jobs are created. Two thirds of
this restructuring process take place within the individual branches of industry.
Not only is intercompany
change between employment
sonal movement is ignored.
rising number of job-seeking

mobility relatively high in Austria, but also the
and unemployment is frequent - even if the sea·
The increase in unemployment is partly due to a
unemployed.
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1.4.

Shadow Economy

The shadow economy (illegal non-registration with the soeial insurance
system, illieit employment, work on the side, business without receipt) represents an unfair competition both for enterprises and employed persons. Small
and medium-sized enterprises particularly suffer from competition with the
shadow economy more strongly than from global competition.
Capital mobility has considerably increased the possibilities of tax evasion.
The attempt to compensate tax loss by taxation of the relatively immobile
factor of labour increased the burden on labour compared to other production
factors. The present tax and fiscal charges burden incites both, provider and
demander of such services, to escape into the shadow economy. Stricter controls alone will not solve this problem. However, when easing the burden on
the labour factor, the question of finaneing the soeial system must also be
taken into account,.
It is typical of illieit employment that the demand for transfer payments and
ins uran ce benefits (soeial affairs, infrastructure) remains constant or even increases, while the financial basis weakens due to the expansion of the shadow
economy and the pressure for tax increases gets stronger. High unemployment
figures, therefore, often do not indicate a scarcity of work, but misallocations
by the tax and fiscal charges system: Financing the welfare state by imposing
taxes on economic performance and thus on legal employment makes it attractive to evade taxation to an extent as access to the welfare system is still
guaranteed. Opportunity for tax evasion is offered particularly in the field of
personal services.

1.5.

Derea:ulation

and Privatization

The integration of sheltered sectors into international competition should
result in price reductions for buyers, both consumers and enterprises, but it
also means a painful adjustment of the employment level to the conditions of
international competition.
The forthcoming liberalization of the energy and telecom market (rem oval
of the line monopoly as of 1.1.1998) may produce short-term drops in employment, for which in case transition al assistance should be forseen. Foreign
examples in the telecom and media braneh show, however, that eompetition
and additional suppliers can create new jobs in the longer ron.
When privatizing and restroeturing key industries of the Austrian eeonomy,
eommereial eriteria as weIl as the safeguarding of strategie owner funetion in
Austria must be taken into aceount to prevent an emigration of headquarter
functions and eompetence centres important for Austria as an industrial loeation (see study of Advisory eouneil "Industriepolitik lll" - Industrial Poliey
III, 1991)
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1.6.

GlobaJization

According to the prevailing economic view, international economic integration results in an overall increase in welfare. New markets and fields of
economic cooperation offer prospects for expansion. But the welfare returns
from globalization are not equally distributed among economic groups and
countries.
The biggest conflict between global economic and national political interests is feit on the labour market. Due to their global thinking, international
companies more and more liberate themselves from their national roots and no
longer base their actions on national and social requirements. Internationally
active companies are guided in their decision for a location ~ apart from infrastructure and educational standards - by unit labour costs and environmental
requirements of the individual countries.
On the labour market, globalization and technological development result
in a dualization: Unskilled labour suffers particularly from this globalization
process, these jobs are partly lost and the income level decreases comparatively. Ski lied labour, however, is generally better off: engineering-intensive
branches support export success and the demand for qualified services rises.
Overall, the increased competitive pressure enforces rationalizations and
relocation of production facilities wh ich result in job losses. The return to the
protectionism of the past, however, does not constitute an alternative, as this
would be counterproductive for export-oriented national economies. To oppose these trends and the asymmetries in foreign trade relations, negotiations
on "fair trade" and "market access" including the introduction of environmental and social standards must be advanced. In addition, the application of
the instruments of the EU foreign trade policy (anti dumping, protective measures) is indispensible.
Politics today are more than ever asked to alleviate the problems of adjustment to international economic integration and take labour market measures in
favour of the losers of the modernization process. The EU law on competition,
present budgetary restraints as weil as practical experience restriet the approach of solving this problem through state subsidies to transitional protection and support measures provided for in the WTO.
In the future, the structural change on the labour market will rather be accelerated through globalization and technological change. The affected employees in the diminishing industrial branches cannot automatically change to
jobs in the expanding economic fields, as these require different skills and are
located in different regions. Increased efforts for further vocational training
both for employed and unemployed as weil as an expansion of the service
sector will be necessary to adequately cope with the rapid structural change.

1.7. Opening ofthe Eastem Countries
The subject of the opening of the Eastern countries has been discussed by
the Advisory Council in the study "Ostöf'fnung" ("Opening of the Eastern
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Countries") and in the "Positionspapier zu ausgesuchten Themen rund um die
Regierungskonferenz
1996" ("Position Paper on Selected Topics Relating to
the 1996 Intergovemmental Conference") (chapter Opening of the Eastem
countries).
The public generally regards the effects of the opening of Eastem Europe
too negatively: The relocation of individual production facitities to Eastem
Europe is generally in the foreground, while the increase of the Austrian exports to Eastem Europe does not receive proper attention. Since the opening of
Eastem Europe the balance of trade with Eastem Europe has increased by over
10 billion Austrian Schilling. Oue to that fact, employrnent in Austria has increased, even if mainly labour-intensive production has been relocated. Pressure on prices, however, hardened non-measurable structural labour market
problems. In addition, Austria's geographical position causes a drain on purchasing power which in turn negatively affects employment particularly in the
areas e10se to the national border. The overall effect of the opening of Eastem
Europe on Austria's employment situation can therefore not be exactly quantified.
In the case of accession of the Eastem neighbouring countries to the EU,
Austria would face the additional problem of free immigration from Eastem
Europe. A completely free labour market (commuter and passenger trafiic)
would above aH affect those regions e10se to the border with Eastem Europe
which already have a high unemployment rate today. Similar applies to the
sector of cross-border services. The social partners, therefore, stress the necessity of only gradually implementing the free movement of labour with relatively 10ng transitional periods and relevant safeguard e1auses in case of accession by Central and Eastem European countries. Under the present conditions the free access to the Austrian labour and services market for citizens of
Central and Eastem European countries thus seems difficult to be realized in
the forseeable future.

1.8.

EU-Membership

EU membership has increased Austria's attractiveness as an industrial location - as expected by the Social Partners in their study on Austria's competitive position. The improvement of Austria's quality as a location is already reflected in the increasing net exports and in the investment plans of multinational concems; but its full effects will only be feit in the longer run.
In the starting phase the effects on the labour market, however, were mainly
negative. Rationalization waves swept particularly through those branches that
were suddenly fully incorporated into the integration process, i.e. the food industry and some service sectors (in particular trade, transportation). Rationalization investments are also planned for the energy, telecom and financial
services sectors. If necessary, industry specific transitional support measures,
similar to those in the food industry ("AUFLEB"), might then be advisable
also for these sectors.
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Finally, the high direct and indirect costs ofthe EU-accession have considerably increased the pressure on budgetary consolidation. But the contributions
should be regarded as an investment guaranteeing the Austrian economy a
more favourable development on a long-term basis.
1.9.

European

Economlc and Monetary

Union

Austria attaches high priority to the creation ofthe European Economic and
Monetary Union (EMU) as planned. Then investors would no longer be disconcerted by exchange rate fluctuations in Europe and Austria would be protected against further devaluations of important European trading partners, as
they have a negative effect on the employment situation in Austria. Vet, employment effects and social compatibility must also be taken into account,
when introducing budget consolidation measures, necessary on a Europe-wide
basis not least in connection with the implementation ofthe EMU. In line with
overall economic considerations and social cohesion it must therefore be found
a balanced proportion between monetary and real objectives (growth, employment) when realizing the EMU.
For Austria it is particularly important that ltaly, but also Sweden and Finland, join the EMU as soon as possible to spare Austria's industry and tourism
further devaluation. The potential for political interpretation of the tiscal convergence criteria of public debt and budget defieit should be utilized without
however questioning the convergence criteria as such. To prevent an economic, social and political alienation between participants and nonparticipants
in the EMU, measures are to be taken supporting those not participating in the
EMU in their stabilization process and offering them the prospects of an entry
as soon aS possible.
The Advisory Council furthermore stresses the importance of fully exhausting the room of action given for employment policy within the EMU. Today
the European economy also suffers from a lack of coordination of economic
and tax policy. The individual countries try to improve their competitiveness
through devaluations ("beggar-my-neighbour"
• policy), wage and social welfare decreases or tax reductions. Efforts for a greater tax harmonization will be
required within the EU to stop the tax competition. The EMU offers the
chance of winning back on a European level the room of action for economic
policy that has been lost on anational level.
1.10. Monetary

Poliey

Europe is faeing an increasing differential between real interest rates and
economic growth. To facilitate investment activity and budget consolidation,
interest rates in Europe should be kept as low as possible in the long ron. In
the nineties the U.S. Federal Reserve System succeeded in accelerating the
economic dynamism through a pragmatic monetary policy without causing
inflationary tensions. In Europe monetary policy followed a restrictive course
for years, as can be seen from the inverse yield curve till 1994. On an intema17

tional political level, struggle against unemployment and budget deficits also
means struggle against constantly high real interest rates. The European Central Bank should be urged to pursue a balanced monetary poliey. Apart from
the stability objeetive, monetary poliey must also take into aeeount the employment objective. To coordinate these objeetives, a meehanism between the
social partners as autonomous participants in the coUeetive bargaining proeess
and the independent European Central Bank should be created.

1.11. Ineome Poliey
Unit labour costs together with exchange rates are of deeisive importance
for the eompetitiveness within Europe. The deterioration of eompetitiveness
eaused by devaluations of important trading partners ean be compensated
above aU by ensuring that produetivity grows faster and labour eosts inerease
less than in the devaluating countries. The national ineome and wage poliey
must, therefore, take into aeeount intemational eompetitiveness. Growing intemational interdependence and the removal of instruments of exchange rate
poliey within the EMU inerease the importanee ofwage poliey that lies within
the autonomy of the participants in the eoUeetive bargaining proeess. It ean be
expeeted that Austria will eontinue to be able to take advantage of the poliey
of consensus between the social partners and the experienees as a hard eurreneyeountry.
The development of labour eosts deserve partieular attention in eonneetion
with real wage flexibility. Though there were short-term adjustment problems
due to extemal effeets (exchange rate shifts) in the first half ofthe nineties, the
flexibility with whieh real wages reaet to shoeks is relatively high in Austria.
Flexible wage and ineome poliey has in the past represented an important support in preventing unemployment in Austria. In the Eeonomic and Monetary
Union, wage formation will be of even greater importanee in securing a high
level of employment.
In view ofthe great income disparities between Austria and the new industrial loeations of Southeast Asia and Eastem Europe, an adjustment to the
eonsiderably lower level is neither possible nor desirable. A highly developed
national eeonomy that has reaehed European wage level, eannot retreat but
must inerease its produetivity level by eonstant innovation in order to be able
to maintain the high standard of Iiving.

1.12. Taxes and Fiscal Chal"2es on Labour
The inereasing tiseal burden on the production faetor of labour initiates
substitution effeets and thus limits the growth potential of labour intensive
branehes. In Austria, the produetion faetor of labour has to carry a heavy tax
burden even after the 1994 tax reform (e.g. introduetion of municipal tax es)
and social seeurity contributions are signitieantly higher than the OECD average. Regarding the tax load ratio, Austria lies in the upper middle tield while
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the taxes on eonsumption are on international level and direet taxes are eonsiderably lower.
Possibilities of redueing the tiseal burden on the faetor of labour may be
found e.g. in the seetor of the "Kommunalabgabe"
(municipal tax),
"Familienlastenausgleieh"
(system of tinancing transfers to families) and
Wohnbauförderungsbeitrag
(tiseal eharges for subsidizing the eonstruetion of
housing). These eharges eould be replaeed by other forms of taxation, but
eomprehensive ehanges of the tax and tiseal burden on the faetor of labour require an all-European solution.

2.

Recommendations

2.1.

Skills

2.1.1.

Skil/s as a Locational Factor

For highly developed industrial eountries, the skills of the employees represent a decisive eompetitive element. The Austrian edueational system must
therefore reaet swiftly and flexibly to eeonomic and teehnieal ehanges. In its
"Jobs Study" the OECD points out that poor flexibility of the edueational system ean eontribute to inereasing unemployment.
Edueation and voeational training are of great importanee for the attraetiveness as an industrial loeation and for the prospeets in the labour market. An
inerease in the level of ability does not only strengthen the employment opportunities of the individual but also inereases the eompetitiveness of the eeonomy as a whole as weIl as the flexibility in the labour market.

2.1.2.

Further Vocationa/ Training

This study eoncentrates on further voeational training which increases its
importanee in a rapidly changing working world. Further vocational training
starts after the initial education and should be possible any time as Iifelong
leaming and voeational training. lt should be interlinked with work in various
stages, taking into account the aeeess of groups not yet ineorporated into further vocational training and making participation feasibIe for companies.
The numerous forms of further vocational training include vocationaI
training for adults, in-eompany training, upgrading qualitication training for
employees e.g. master qualiflcations in trade on a supervisory level, as weIl as
training for unemployed.
In general, Austria has quite a good starting position, beeause at least in urban centers it provides a well-developed system of vocational training. In certain flelds, however, the development of a demand-oriented voeational training
system taking into aeeount regional requirements is inadequate.
In eooperation with the regional authorities, the faeilities offering vocational training must see that further training is offered universally and ean ac19

tually be utilized. Initiatives are to be taken to guarantee the possibility of further training through subsidies to either trainees or the training institutions.
The range of training courses is to be described clearly and should be easily
understandable for the prospective participants.
In adynamie economic environment, each kind of "Iearning on stock" prior
to pursuing againful employment can only be of limited use. It must, therefore, be guaranteed that schooling provides a solid basis for lifelong continuous education and that vocational training can directly complement the knowledge and skills acquired at school. In addition, the present educational system
should enhance the incorporation of times of practical training and times of
vocational training. Moasures of further vocational training should aim at increased quality control and viability on the labour market. The Advisory
Council considers the activities taken in the field of vocational training, so far,
as inadequate and urges an intensification of effort.
Rapid technological change creates a need for an increased and more comprehensive range of training facilities as weIl as an improved information
about them. In a society in which values aro primarily conveyed through work,
all unemployed and those threatened by unemployment must have the possibility to participate in further training. Furthermore, rapid technological
change makes even specialized skills of employees easily obsolete.
SkilIed workers and engineers are traditionaHy among the greatest assets of
the Austrian economy. They must keep up with latest levels oftechnology. For
this purpose the possibility to participate in further vocational training should
be given. A social model in wh ich working life is concentrated on the age
from 20 to 60 years with education and leisure before and after that J»riod is
neither sensible nor desirable.
Media Iiteracy is the prerequisite for the entry into the information and
communication society. Today information management has become a decisive success factor, including market information, technical know how and
work with media and data banks. The key word of "Schools on the Network"
also applies to further training. The use of new media (computer based training, correspondence course elements) is to be intensified in the further training
system as weil.
For most occupations, a basic knowledge of computer aided work, recently
above aH the work with modem communication media ("networking literacy"), has become a basic qualification. The Advisory Council considers the
comprehensive instruction of this basic knowledge in vocational training and
further training sectors an indispensable economic and educational measure: lt
is one of the decisive pre-conditions for a positive contribution of the now
communication technologies toward employment. One area of application of
new media is education by correspondence, which has become of increasing
importance. It can fulfill an important function in further training, if given the
respective framework, as it reduces problems oftime and location.
A model that concontrates education, gainful employment and leis ure time
in separate sections of the individual's life is no longer in line with employment policy requirements. In this connection the Advisory Council also recommends examination of various international models of "Job Rotation" 20

also interesting from an educational point of view - conceming their applicability in Austria (also see "Models for Redistribution of Work to Increase
Employment").
2.1.3.

Beller Coordination

0/ Schooling

and Further Training

The Advisory Council for Economic and Social Affairs already intensively
discussed educational issues in the study "Qualifikation 2000". Some ofthose
proposals have been implemented by the government e.g. the foundation of
"Fachhochschulen"
(non-university higher education institutions providing
high-quality professional and academic training for specific occupations).
Education and training at schools must be more intensively interlinked with
the requirements of the working world and the aCcess to the individual levels
ofthe Austrian educational system must be facilitated.
Schooling and further training are to be interlinked in such a way that
schools can become the reliable base for independent leaming by individuals
in further vocational training. Those willing to leam must have the opportunity
to advance in their career through further training by setting individual training
targets. In this connection, the Advisory Council is aware of the great importance of establishing Fachhochschulen for working people. At present there
are too few study courses for employed persons.
Leaving compulsory schooling without positive final examination results
constitutes a particular disadvantage on the labour market and for further
training. There should, therefore, be the possibility of taking this final exam at
a later date.
2.1. 4.

Financing

0/ Further

Vocational Training

The system of further vocational training is characterized by a great diversity of the range of training courses, facilities and financing sources. The Advisory Council stresses the necessity of aiming at useful synergy effects to be
able to use public means as efficiently as possible and to simultaneously create
fair competition amongst the suppliers.
Up to now, financing problems and labour and social legislation problems
for the time of further training have restricted a comprehensive expansion of
further vocational training. Therefore, a further training initiative presupposes
improvements in these two central issues.
Enterprises are principally interested in improving skills that ean be directly
utilized in the job. For such further enterprise-specific training, the enterprises
should provide financial support and working-time.
Measures of further training that are exclusively in the interest of employees represent the other extreme. Employees should use their leisure time and
finaneial means respeetively, but be enabled to do so by being offered flexible
working hours.
In many cases, however, further vocational training will be of interest to
employee and employer by providing both enterprise-specific and general
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transferable skills. The financing of such measures should be agreed upon in
collective agreements as weil as company level agreements and should not be
exclusively confined to individual agreements. No legal regulations are required, if claims on further training can be satisfied in this way.
The European Social Fund promotes further vocational training of employees within Objective 4. This means an improvement in financing further
training activities, as up to now these means of labour market policy have been
restricted to the use by the unemployed. The effident use of these ESF means
presupposes an additional effect, no indiscriminate distribution of grants and a
better practical orientation of further training calls for a better study of the demand for further training courses on a local level.
To be able to finance at least certain prerogative projects, it is necessary to
set the appropriate priorities.
2.1.5.

Proof

0/ Further

Vocational Training

The simultaneous existence of vocational education and further vocational
training makes accreditation of skills acquired through further vocational
training possible in many fields. Certificates to recognize final exams are necessary. Formal certificates increase the motivation for further education and
facilitate access to the entire educational system.
The transferability of skills acquired through further training is to be promoted through standardization (curricula for further training) without questioning the flexibility ofthe system. Further vocational training must provide a
valid proof of the acquired skills to improve prospects on the labour market.
The further training system should be offered, wherever possible, in form of
modules that could be combined into training units and included into the traditional educational hierarchy.
The Advisory Council supports the rapid implementation of the political
agreement on the Berufsreife (university entrance test for those not having a
final examination of a higher secondary school to attain fuH access to postsecondary and tertiary education and training). The integration of the dual vocational training into the educational system was promoted by the formal integration ofvocational training schools into the secondary level of education.
2.1.6.

Dlrect Utilizatlon and Transferability of Further Training

In the further training sector, it is necessary to fmd a compromise between
two contradictory requirements. On a direct and short-term basis, further
training proves to be most successful when it is done for a specific workplace.
On the other hand, further training should teach transferable skills (e.g. foreign
languages and EDP skills) that sometimes cannot be utilized immediately but
represent a precondition for future economic and technical developments.
Companies are generally interested in improving skills that can be directly
employed. Yet, the educational assignment of the schools cannot be restricted
to instructing skills that can be immediately used in the working world.
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Further training is a concern of both the company and the employed person
and is usually implemented individually without state influence. To a major
extent, the range of further training possibilities is oriented towards the requirements of the companies with the labour market policy playing a support·
ing role.
The increasing importance of further vocational training makes it necessary
to reconsider the schools' curricula. The reasons for necessary restrictions in
initial education are manifold e.g. the danger of overstrain in time and contents.
The idea of "general education" is to be fundamentally reviewed. A modem
vocational training depends, among other things, on the instruction of key
qualifications, e.g. the application of information technologies, the intensification offoreign language instruction and the introduction of autonomous schont
regulations. Further vocational training can then directly relate to the basic
knowledge acquired at school.
2. I. 7.

Vocational Counseling

A basic prerequisite for an efficient educational policy is the detailed and
comprehensive vocational orientation of youth as weil as infonnation for
adults on the broad range of further training possibilities (by means of data
banks and central infonnation facilities).
The choice of education and vocation still seems to be based more on current individual interests and preferences than on long-term vocational pros·
pects. Free education orientated on private interests with subsequent free retraining means an inefficient use of available resources from an overall economic and social point ofview.
Improving the vocational guidance for graduates from high·school continues to be a topical task, though some progress has been achieved by expanding
study and vocational counselling activities (e.g. fairs) aswell as of career
guidance centers. The vocational counselling centers should be increasingly
oriented also toward the needs of adults seeking advice.
The social partners have developed a concept for resttucturing vocational
and educational counselling for the first grades of secondary and higher secondary education. The working group of the Ministry of Education should advance its implementation.
2.1.8.

Apprenticeship

Training

The dual vocational training certainly deserves merits for the integration of
young people into the working world. lt has definitely contributed, in past
decades, to improving the skilled labour supply for the enterprises and to
keeping youth unemployment low.
However, refonns are necessary also in this field: Only a broadly defined
initial vocational training that concentrates increasingly on the insttuction of
social and communicative skills which become of greater importance will be
23

able to contribute to Austria's competitiveness
training.

and motivate further vocational

Apprenticeship training should be a demand-oriented training in more
broadly defined trades~ Tho social partners, therefore, agreed on establishing
"Gruppenlehrberufe"
(comprehensive apprenticeships teaching several vocational skills which enable the graduate to work in various related occupations)
with various technical disciplines.
Moreover, the number of apprenticeships of higher technical grade is to be
increased. Young people must be better motivated to start apprenticeships in
vocations of a high technical grade and apprenticeship pIaces in these fields
should be particularly promoted. Among other things, the social partners
agreed on a promotion of apprentice workshops. In vocations with a less demanding apprenticeship the rate of drift-away is often very high and retraining
for other fields is not unusual.
The possibility for those having finished an apprenticeship to attain university entrance level through adequate study courses ("Berufsreife") represents a major step toward upgrading the ski lied worker image.
In the field of dual vocational training, not on!y qualitative improvements
are required but also acute quantitative problems have to be solved. There is an
urgent need to counter the consequences of a decreasing supply of apprenticeships, a problem aggravated by the decreasing possibilities of access to the vocational education sector.
In view of the broad distribution of competencies for matters of Austrian
and foreign young people, the Advisory Council regards overlapping cooperation as indispensable in order to develop and efficiently implement the necessary countermeasures: An initiative "Training of Youth" involving al1 public
authorities and the social partners should be created.

2.2.

Working Time sud Employmeut

Regulation of working time represents an instrument of economic policy
that is to be used to improve competitiveness, satisfy the interests of the employed and attain the maximum employment effects. The employment effects
of the three basic forms of regulation of working time discussed - Le. decoupling production time and working time, adjustment of working time to production fluctuations and reduction of working hours - cannot be generally
classified as negative or positive. Neither more flexible working times nor reduction of working hours automatically create new jobs, but they can contribute to increasing or maintaining employment. To achieve the optimum employment effect it is necessary to agree on specific solutions, taking into account the specific problems and framework conditions.
The recommendations of the Advisory Council thus concern general assumptions ofthe effects on an overall economic level (2.2.1-2.2.4) on the one
hand and on a branch-specific level (2.2.5-2.2.7) on the other hand.

24

2.2./.

Decoupling of Production Time and Working Time

Positive effects on employment by anational decoupling of production time
and working time are to be expected, if the demand for a product is relatively
price elastic. When costs and prices decrease, demand rises. If such measures
are taken not only on national but on intemationallevel, the positive effects on
employment will be lower. Demand will react less elastically if all producers
reduce prices simultaneously than if individual suppliers gain market shares
through price reductions.
Yet, from a dynamic point of view, a general non-sector-specific decou·
pling of production and working times, the increasing output-capital ratio and
the pressure for "capital deepening" will temporarily promote the propensity to
invest, If the positive demand·effect of these investments outweigh the capacity-effect (and the potential subsequent rationalization effects), a positive neteffect on employment may be the result in the medium-term. Moreover, a
higher level of employment could be achieved even with the same capital
stock (with given investments).
Longer production times, as a competitive measure, in certain enterprises or
branches are particularly necessary, when international companies are offered
a considerably higher output-capital ratio through the decoupling of production and working times in other countries with similar production conditions as
Austria. From the employment point of view the Advisory Council therefore
recommends the decoupling of production and working times particularly for
branches with capital-intensive production so as to make possible cost and
price reductions, while preserving the legitimate interests ofthe employed.

2.2.2.

Adjustment ofWorking

Hours to Production F/uctuations

In those fields where flexibility represents a decisive competition-related
quality dimension for the demand by consumers or enterprises, the adjustment
ofthe working time to production fluctuations can constitute a useful measure.
The Advisory Council therefore recommends to take into account employ·
ment effects when implementing the new possibilities of compensating fluctuations of the order volume through adjustment of the working time to production fluctuations. Positive employment effects can be expected in particular
when overtime and extratime are being reduced and when the leave can be
taken in blocks. The practical implementation must be decided upon by the
social partners at enterprise or supra-enterprise level.

2.2.3.

Reduction ofWorking

Time

A reduction of the regular working hours theoretically allows for a distribution of the available amount of work amongst more people. Particularly in
view of the increasing output·capital ratio due to constant technical progress
this possibility will continue to be part ofthe repertory ofworking time poliey.
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Counterproductive side effects may, however, excert a negative employment effect: These result mainly from the deterioration of international competitiveness of businesses and the ensuing - depending on the individual economic fields - shift of the costs onto prices. A further general prerequisite for
a positive employment effect is a relative homogeneity of the labour market
segment; in case of a segregated labour market (e.g. scarcity of ski lied labour),
no positive employment effect can be expected due to a lack of labour supply.
The problem of a reduction of working time is consequently best left in the
competency of the collective bargaining partners and no general proceeding is
to be taken for the time being. This does not, however, prec1ude a reduction of
working hours on branch and company level. Thus in certain cases shorter
working hours on company level in combination with flexible working hours
may help to prevent a reduction of personnel (" VW model") or even create
additional employment.
The reduction of regular overtime would constitute another aspect in the
reduction of working hours. If overtime is not used to cover occasional extra
workload but is performed on a permanent basis, from an employment perspective this overtime should be reduced and replaced by new hirings, provided this is a viable commercial proposition.
New variants of the distribution of labour are discussed in the next chapter.

2.2.4.

Models

0/ Distributing

Labour to Create More Employment

The Advisory Council mainly concentrated on two concrete models of a
"redistribution" of labour: Job rotation - temporary replacement of an em·
ployee on leave by an unemployed person - and part-time work.
Models aiming at a reduction of working hours in favour of increased leisure time for the individual may positively affect motivation, sick leave, productivity and finally the length of working life. Possible counterproductive ef·
fects such as an increase of illicit work in the acquired leisure time would have
to be investigated and appropriate countermeasures would have to be taken if
necessary. Possible savings in the unemployment insurance could be used,
through a re-allocation of the resources, for active measures like further training, promotion of employment or possibly also contribution reductions.
The Advisory Council recommends to intensify and test the following possibilities in limited model studies and pilot projects and to study their effects in
consultation with the social partners.

2.2.4.1.

Job Rotation Models - Educational Leave

Sabbaticals and other forms of job rotation become increasingly important
instruments of labour market policy throughout Europe and can be used in the
placement of labour to secure a weil functioning labour market. In this connection, the needs of employees, the unemployed and employers must be
equally taken into account.
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A possible model of job rotation is a maximum I year leave for recognized
educational purposes except university studies du ring which a long-term unemployed person is hired as replacement (Danish model). Pilot projects are
being implemented in Austria, too: Austria participates in the project "EU Job
Rotation" within the community initiative "ADAPT".
The transitional voluntary leave of an employee (sabbatical) and the simultaneous hiring of an unemployed person can also be interesting in respect to
the employment effect. The model of a publicly financed year of leisure that is
not bound to personal or educational motives cannot be recommended; it was
also stopped in Denmark.
Another model is being discussed for the public service sector: Civil servants are to have the possibility of working for four years for 80 percent of
their salary and then take the fifth year off in which they also receive 80 percent ofthe salary. This idea, too, still needs thorough evaluation. The creation
of a legal basis for similar models could be discussed in private sector as weIl.
The Advisory Council recommends to start pilot projects by the collective
bargaining partners in consultation with the Arbeitsmarktservice (AMS - Labour Market Service) and to analyze the projects in detail after a given period
as to employment increase or possible problems.

2.2.4.2.

Part-time Work

Personnel placement oriented towards customer frequency, increased productivity of part-time employees, easier handling of temporary replacement
problems and possible cost reductions by avoiding organizational slack make
part-time work for enterprises in certain sectors (e.g. trade) attractive and may
result in a reduction of full-time employment and an increase of part-time
employment (transforming jobs or creating new jobs). The effects on the unemployment rate depend on whether this demand is met from the pool of the
officially unemployed or from the number of those who have so far not been
part of the labour market. Definite statements as to the effect of (increased)
part-time work on the unemployment rate can therefore not be made, but positive effects on the participation rate are to be noticed.
1'0 increase the possibilities of employment in the part-time sector, parttime work must become more attractive. Elements of an attractive part-time
employment are in particular
-

voluntary part-time employment

-

possibilities for part time employment for men and women also in medium and higher qualified positions
possibilities for career development and individual career planning

-

possibility to change from full-time employment to part-time and vice
versa
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-

and the possibility for individual arrangements through a broad spectrum
of variants to chose from (from daily reductions to weekly, monthly up
to annual units of leisure time)

To increase the employment level the Advisory Council therefore recommends to intensify the access to part-time employment under the preconditions mentioned above. The social partners on company level are therefore called upon to create and work out possibilities for parHime employment
attractive for both employer and employee.
Models linking part-time work with partial benefits out of the social security system (e.g. flexible retirement, part time parental leave) should also be
discussed with regard to their employment effects. The possibility of flexible
retirement, available in Austria but only rarely cJaimed, is to be reconsidered
in view of the low factual retirement age.

2.2.5.

Working Time and Employment in lndustry and Trade

The wish for more attractive working time schemes for employer and employee together with the necessity of strengthening the competitiveness hitherto often resulted in - partially not legally founded - agreements on working
time regulations between management and works council.
The Advisory Council therefore welcomes the legal possibilities of flexible
working time agreed between the social partners and recommends the rapid
implementation of regulations on collective bargaining level taking into account the tlexibilization needs of both sides and guaranteeing a fair accommodation of conflicting interests.

2.2.6.

Employment Effects through Libera/ization ofShop Hours

The liberalization of shop hours that went hand in hand with a legal protection of quality of leisure time of the employees, should enable an increase in
the employment level in trade, particularly through part-time jobs.
The number of persons employed in trade increased in the first three
months of 1997 by 6,575 persons (+ 2.9%) compared to the same period of
last year, thus stopping the negative trend (the comparison January 1995 January 1996 still showed a reduction of 0.56%). Particularly the bigger retailing chains in preferred shopping areas and shopping centers led here. However, over 2/3 (4,447) of this increase are so-ca lied "geringftlgig Beschäftigte"
(marginally employed: employees working no more than 8 hours per week and
eaming no more than a certain amount per month, thus being excJuded from
social security), the rest of 2,128 are both full-time and part-time employees.
An evaluation of the net employment effect will therefore also have to take
into account possible undesired effects through this liberalization such as involuntary regression into part-time jobs below subsistence level, division of
full-time jobs into marginally employed and undermination of the financial
base ofthe social insurance through marginal employments.
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The Advisory Council welcomes the liberalization steps negotiated between
the employer and employee representations of interests and proposes similar
steps for other branches of the service sector, provided a more detailed evaluation reveals sustainable positive employment effects. Also there it will be
important to secure the acceptance by the employees.
For a general assessment of part-time work see chapter 2.2.4.2. - Part-time
Work

2.2.7.

Working Time Models to Prolong Employment in Seasonal Branches

Branches in which an economic activity, due to the weather situation or
similar conditions, is limited to certain periods of the calendar year, carry the
problem that the majority of the employees in these sectors face unemployment during the off-season. Apart from other measures to extend the employment season, the possibilities of working time schemes for reducing the respective periods of unemployment should therefore also be analyzed and utilized.
Particularly promising seems the concept of compensating overtime
through leavetime at the end of the employment period instead of money, thus
prolonging the period of official employment and reducing the time of unemployment. According to the current legal position, above a11four models are
conceivable: compensation through leisure time instead of overtime payment;
working extratime to accumulate free days in connection with holidays; a
Ionger settlement period for working time defined in collective agreements;
and mandatory consumption of parts of the annual leave in the non-employed
period.
To find acceptance for such models it is important to create incentives both
for employers and employees. Among other things it will be necessary to find
fair compensation in both the social insurance and labour legislation sectors.
Such models prolonging employment are particularly important for the
construction and tourism sectors. The Advisory Council refers to the successful conclusion of a collective agreement in the construction industry and
strongly recommends to also conclude such an agreement in tourism.

2.3.

New Fields of Employment

In this study the Advisory Council concentrated on the service sector, as in
this sector the most significant employment increases are to be expected and as
other aspects regarding Austria as an industrial location or economic policy
measures beyond that have been dealt with in other studies ("Austria's Competitive Position as an Industrial Location"; Social Partners' Agreement
"Maßnahmen fUr eine beschäftigungspolitische Offensive" - "Measures for an
Employment Policy Initiative").
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2.3./.

Emp/oyment Potentials in Business-Related Services

The sector of the business-related services involves a particular growth potential for output and employment. Estimates reveal an approximately
10 percent increase in employment and output both in the eighties and the first
half of this decade. Only a minor part of this employment increase can be attributed to shifting services from the industrial sector (study of the IWI - Industrial Scientific Institute - "Industrienahe Dienstleistungen" - "Industry~
related Services", 1996 ).
Yet, the potential of business-related services can only be exhausted, if the
demand can be satisfied in a competent way. In this sector Austria has a high
potential both for demand and supply.
Apart from the small size of the enterprises, the lack of cooperation and the
low degree of intemationalization, the Advisory Council considers competition-restraining regulations as counterproductive in exhausting the existing
potential of this sector and therefore recommends to consider the following
measures:
liberalization ofthe admission to certain professions
breaking down anti-competitive
engineers

fee regulations

for lawyers and civil

lifting the professional ban on advertising (business lawyers), association
(between civil engineers, business lawyers and trustees) and cooperation
between self-employed (free professions) and businessmen in manufacturing enterprises
lifting the ban on incorporation of business lawyers
-

2.3.2.

intangible investments (e.g. engineering, consulting) must be considered
in promotion programmes

Emp/oyment Effects ofNew Communication Techn%gies

An efficient teleeommunieation infrastructure and the promotion of the
manifold application possibilities of modern eommunieation teehnologies in
all eeonomic fields will represent an essential faetor for positive development
of the employment level, though the ambitious quantitative target of the European Commission report will not easily be fully aehieved, not even under the
most favourable pre-eonditions.
Apart from the basie pre-eondition of implementing the Austrian Postal and
Telegraphie Administration reform, the following eeonomie poliey measures
will support an employment-promoting use of new eommunication teehnologies:
framework conditions to create a comprehensive infrastructure in communication technology: liberalization of the telecom market (deregulation of the line monopoly by 1.1. 1998), clarification of the question of
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the regulation authority as a pre-condition for investment security, expansion ofthe networks, decrease ofthe line fees to intemationallevel
-

specific transitional support to overcome temporary employment problems in hitherto sheltered fields, following the example of the food industry ("AUFLEB")

-

promotion of a constant innovation climate to develop and apply new
products and services of the communication technology sector: application of the technology initiative, adequate use of the means of the
"Technologie-Milliarden"
("Technology Billions"), reduction of innovation risks
guarantee legal security for supplier and demander: To eliminate impairments for marketable applications and services and to lay the foundations for future supply, a very high degree of transparency and planning safety is necessary. Adjustments must also be made regarding data
and consumer protection. Also questions of copyright require an internationally concerted action.
measures for a adequate development of the human capital, in particular
instruction of the skills required to apply new communication technologies in education and further vocational training sectors (also see chapter
"Skills").

-

Framework conditions for social security as a necessary stability-promoting element complementing the increasing demands for flexibility.

2.3.3.

Employment Potentials in Personal Services

Due to various factors, an increase in demand for leis ure time activities and
personal services is to be expected, whereby two categories· can be differentiated: social services (health & care) and household-related services (incl. child
care). Tbe employment potential in this sector is unquestioned.
Tbe basic problem, however, is that the potential for productivity increases
in the personal services sector is lower than in other economic sectors. Thus in
the personal services sector, increases of labour costs are more directly retlected in price increases or an increased need for subsidies than in the production sector.
Tbe models discussed in chapter 2.3.3.1 are to be checked as regards to
employment effects, financing, budgetary effects, demand etc. particularly for
the household-related services but also in the social service sector.
2.3.3.1.

Household-related

Services

Tax or other price-decreasing measures could prevent that the demand of
private households for c1eaning services, child care, private lessons, gardening
work etc. is either not satisfied or only through the shadow economy. The as31

sessment of the arising public costs or revenue shortfalls must also take into
account the financial, social and human costs of unemployment as weil as the
present revenue shortfall due to the non-perfonnance ofthese services or satisfaction by the infonnal sector.
Intemationally various models are being either discussed or applied. The
models are generally based on tax benefits and reductions of social security
contributions, partly in connection with service coupons. In all cases the public
support aims at enabling adequate net wages despite a lower productivity and
thus at satisfying the demand for household-related services through official
employment.
The Advisory Council recommends the evaluation of the international
models discussed in this study in consultation with the Labour Market Service.
In this connection, the experiences of existing private facilities in Austria are
to be taken into account.

2.3.3.2.

Sodal Services

The present far-reaching change in the social structure is directly reflected
in different and additional requirements and demands by private households.
Proceeding from available surveys, about 5% of the population need health
and nursing services (in particular care of elderly people). Presently approximately 40,000 people are taken care of by institutions offering out-patient
nursing services; this means a share of 0,5% of the overall population. It is expected that this figure will double in the forseeable future, making additional
employment of 8,500 persons in the nursing service and 500 persons in the
administrative sector necessary.
An expansion to this extent would require considerable additional means.
The Advisory Council recommends both an increased financial contribution of
the public authorities under consideration of the budgetary restraints, and
higher contributions of the recipients under consideration of the sodal situation (at present app. 24%) to implement this employment potential; thereby
measures have to be taken to ensure that in the case of increased private finandal contributions, the recipients do not escape into the shadow economy.
Part of the labour market relevant potential in the social services sector was
already covered by the "Pflegegeld" (nursing allowance). To achieve the desired employment effect, the accurate use of the nursing allowance for buying
qualified nursing services on the market or for partially compensating the
nursing activity of family members must be guaranteed. The question of the
social insurance of family members taking over nursing tasks remains unsolved.
To implement a higher employment growth, the institutional framework
conditions additionally must be changed in line with also still lacking directives for subsidies. be able. The Advisory Council proposes to abolish employment-impairing restrictions for those offering social services (planning
safety, long-tenn targets, investment measures, pricing etc.) as weil as to create quality standards and a collective agreement. The Labour Market Service,
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Ofinally, could ass ist by oft'ering a temporary financial "start"-aid for hiring
additional personnel.
2.4.

AcUve Labour Market Policy

For the medium-term future the Advisory Council advocates the following
strategie objectives in labour market policy:
Central tasks must be the intensification of the placement of employees and
the expansion of the direct company contacts. Apart from measures of further
training, active instruments might be hiring allowances, temporary job creation
programmes, child care facilities etc. New models combining social training
(e.g. in form of an employment institution) and further vocational training
could be developed for long-term unemployed. The field of non-profit manpower-leasing must, however, as a "secondary labour market" remain a transitory labour market only.
"Arbeitsstiftungen"
(labour foundations) have proven particularly useful
instruments of placement and further training. The relations between Labour
Market Service and employees must follow a contractual relationship. Instruction and training of the key skills should be increasingly incorporated into the
repertory of labour market training. Moreover, measures of further vocational
training of unemployed persons should be evaluated more strongly and examined for qualitative criteria as weil as for chances of re-employment and cost
efficiency. To make the employment market and the range of further vocational training measures more transparent, cooperation between the Labour
Market Service, enterprises and existing institutions of further training should
be intensified.
In addition, the relationship between active (labour market subsidies) and
passive (safeguarding the existence) means needs to be changed. This asks for
clear political priorities, since a change in this relationsbip in the short run is
not a zero-sum game but requires additional expenditure which should be
compensated through successful placements in the medium and longer term.
An intensification of active labour market policy must furthermore be accompanied by a comprehensive "quality assurance" ofthe measures to be financed.
To fully utilize the possibilities of active labour market policy to contribute
to decreasing unemployment, it must become even more efficient in the coming years. The newly acquired independence ofthe Labour Market Service offers tbe prerequisite to optimally use tbe means needed for infrastructure and
personnel in line with the targets set by the Labour Market Service; here decentralization is of particular importance.
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