


 



 

        

 

 

DIRECTORATE GENERAL FOR INTERNAL POLICIES 

POLICY DEPARTMENT A: ECONOMIC AND SCIENTIFIC POLICY 

 

 

 

The Impact of the Financial Crisis on the 
Job Creation Potential of SMEs 

 

 

STUDY 

Abstract 

Small and medium-sized enterprises (SMEs) are the backbone of the European 
economy. This study reviews the effect of the current crisis on Europe’s 
economy, as well as measures taken by governments and social partners to 
support SMEs in the crisis. The study discusses in detail the experience and 
potential of two main types of measures (short-time working arrangements and 
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have implemented measures in the form of packages rather than stand-alone 
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in Austria and Lithuania and ends with conclusions and recommendations. 
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EXECUTIVE SUMMARY 

Background and aim of the study 

Small and medium-sized enterprises (SMEs) are the backbone of the European economy, 
constituting over 99% of all companies across the EU-27. As a recent study (EIM, 2011a) 
indicates, 85% of employment growth in the EU between 2002 and 2010 can be attributed 
to SMEs, and the rate of growth in SME employment is about double that of large 
enterprises. The reversal of these trends since the onset of the financial crisis in 2008 is 
therefore particularly worrisome. The role of SMEs as the engine of the European economy 
is under threat. 

The purpose of this study, requested by the Committee on Employment and Social Affairs 
of the European Parliament, is therefore “to provide Members with an up-to-date 
comprehensive picture of the latest developments in an area of critical importance to the 
Committee”. The study focuses on employment and aims to shed light on how the crisis has 
affected SMEs, what employment-related policy and support measures have been taken, 
how these have been used by governments and social partners, and what their main effects 
have been. 

Effects of the crisis 

The effects of the financial and economic crisis on the European economy have been strong 
and pervasive. Not only GDP but also employment has been severely affected, although the 
impact of the crisis on employment has lagged behind the impact on GDP. In 2008, 
employment was still growing, despite the fact that growth rates were considerably lower 
than in the preceding year. In 2009 and 2010, overall employment decreased in all size 
categories (see figure 1), a trend that has broadly continued since. However, there are 
major differences in how and to what extent Member States have been affected. Many 
countries, especially in Southern Europe, were immediately and deeply affected by rising 
unemployment. Countries such as Germany and Austria, where employment continued to 
grow in the early years of the crisis, may no longer be immune as the crisis becomes 
deeper. 

Generally speaking, there have been two phases in the response to the crisis, with the first 
phase lasting from 2008 to 2010 and the second phase starting in 2011. In 2008–2009, the 
consensus was that the crisis would be of short duration, followed by recovery and labour 
shortages in many markets. Governments across Europe responded with expansionary 
programmes to stimulate demand and to prevent jobs from disappearing. Most countries 
prepared packages of measures, often based on existing instruments. From 2011 onwards, 
however, it became clear that the crisis was broadening and deepening in many countries. 
Many governments were severely constrained financially, and expansionary programmes 
were being replaced by programmes of austerity and reform.  

On the whole, SMEs were strongly affected by the crisis. Until 2008, the number of SMEs 
and employment had been growing, but since then, there have been negative 
developments in most countries, especially in 2009. In some countries, employment and 
the number of companies have started to grow again, but this varies widely across Europe. 
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Figure 1: SMEs and the crisis: percent annual employment growth by size class, 
2004–2010 

 
Source: Wymenga et al. (2011), based on Eurostat and national statistical offices.  
 

Measures taken in the crisis 

A wide range of policy instruments have been deployed to counteract the effects of the 
crisis. Part of the measures have been directly aimed at SMEs; others have been of a 
generic nature. Some of these measures were stand-alone, but more often they have been 
part of anti-crisis packages. 

An assessment of the effects of the measures deployed in the crisis by governments and 
social partners is complicated for a number of reasons. These include the lack of data, the 
fact that very few comprehensive evaluations of policy measures have been done, the point 
that measures are often part of big policy packages of measures, and the fact that the 
crisis has been a moving target, and that positive effects of measures may have been 
undone by the deepening of the crisis since 2008. 

Short-time working measures 

The single most important measure taken by governments across the Union in consultation 
with social partners has been a reduction of working time paid for by part-time 
unemployment benefits for workers in eligible companies. The objective of short-time 
working (STW) schemes is to protect employers as well as employees against the effects of 
compulsory redundancies. The modality of STW measures has differed across the different 
Member States and is related to four dimensions: work-sharing requirements, eligibility 
requirements, conditionality and generosity. 

The costs of these sometimes quite complicated schemes were borne mostly by the 
governments, although in some countries, unemployment insurance institutions contributed 
to part of the budget. Without exception, STW measures were part of initial Keynesian 
responses to the crisis: they were seen as temporary measures, initiated in 2008 and 2009, 
to be phased out once recovery got underway. This policy measure was used in many 
countries in different forms and with varying degrees of success.  

Unsurprisingly, STW measures were very popular with employers and employees alike, 
although available data suggest that SMEs have not benefitted as much as large companies 
from STW schemes.  
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While few systematic evaluations of STW measures have been conducted, available 
evidence suggests limited overall economic benefits. This is attributed to the fact that STW 
schemes can have several negative effects. In particular, they might protect jobs that 
would not be viable in the future, thereby postponing unavoidable restructuring processes. 
Given the prolonged nature of the crisis, the fact that STW measures require large 
subsidies from government and the severe budgetary constraints that most EU 
governments are now facing, STW programmes have been discontinued across Europe, 
starting in 2010. At present, there are no active STW schemes and, most likely, there will 
be no further STW programmes in the near future. 

Skills development and training  

Training and other measures related to the development of human capital have been widely 
used in Europe in the crisis, usually as part of packages of measures—especially those 
linked to STW arrangements. The overview of country experiences shows that there is a 
great variety of approaches to training and skill development, depending on national and 
sectoral characteristics. Some countries have made training obligatory in the case of STW 
and (part-time) unemployment. Other countries have taken a less interventionist approach 
and focused on job guidance, facilitation and information. Many training programmes are 
directly related to subjects relevant for the job, the company or the sector. Development of 
more general skills and competencies (e.g., computing, languages) has also received 
attention, but less so than job- or company-oriented training. 

The rationale for skill development in the crisis was to improve future competitiveness and 
economic growth; the workforce was temporarily underemployed, providing an opportunity 
to address training needs. Two different skill types were addressed: up-skilling (focusing on 
state-of-the-art knowledge and competencies in the sector) and re-skilling (acquiring new 
skills for work in other jobs or sectors). While there is broad consensus across European 
countries and among social partners on the importance of training and skill development, 
views differ with regard to the effectiveness of training as a short-term measure to reduce 
the effects of the crisis. Training and development are instruments with a longer term 
orientation (creating new human capital and knowledge bases), and their benefits as a 
crisis instrument may be limited. 

Social partners everywhere are heavily involved in training and skill development, and 
through the European Social Fund (ESF), the European Union is an important contributor to 
training programmes. Little hard information is available on the participation of SMEs in 
training programmes, but what evidence there is suggests that training and skill-
development activities have mainly benefitted larger companies. For many SMEs, setting up 
training programmes has been difficult.  

Other measures 

There has been a wide range of other approaches in addition to the core measures of STW, 
training and skill development. 

While initial responses to the crisis favoured the protection of workers and increased 
spending on social security, in 2010 there was a shift towards structural reform of 
labour markets. This has included more piecemeal approaches to ensuring a better match 
between supply and demand. But increasingly more radical reforms of the labour markets 
are being contemplated and implemented. Resistance from vested interest groups to these 
measures is often strong. Labour market reforms need substantial acceptance by social 
partners, and bargaining for such changes in labour market regulations would need 
negotiations that might not be useful when faster reactions are needed. As a result, the 
implemented measures are typically providing subsidies as incentives for flexibility. 
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One of the few measures that have frequently been targeted directly at SMEs is the 
improvement of access to finance for SMEs. This has been employed by many countries 
as part of crisis-fighting packages, often using the model of micro-credits. Improving 
access to financing for SMEs requires, in itself, a package of measures: credit lines, 
guarantees and information services. Government-backed programmes to guarantee credit 
have been expanded in many countries during the crisis.  

Improving the access to markets for SMEs has been another objective, often linked to 
finance and credit guarantees (e.g., to support new exporters in internationalization). 
Information services, guidance, consultancies and skill development are also part of this set 
of measures. The ESF has been a major supporter of training activities in this area.  

Improving the business environment for SMEs involves a number of measures, mainly 
falling into two categories. First, supporting the business environment for SMEs may focus 
on simplifying procedures to support business in the crisis: one-stop shops, abolishing 
cumbersome rules and regulations, simplifying reporting requirements, and electronic 
tendering have been widely used in many EU countries. In some countries, tax rates for 
SMEs have been reduced as well. The second category supports SME access to markets by 
subsidizing activities that have policy priority, such as eco-cheques to promote green 
consumption, subsidies for solar energy, and support for education. These measures often 
benefit SMEs, especially when aimed at building, installation and maintenance. 

Country experiences 

Two country case studies (Austria and Lithuania) are presented to provide more details on 
the measures taken in different countries and their effects on SMEs, focusing on the 
combined effects of packages of measures. Austria is an example of a country that 
managed to weather the crisis well, keeping unemployment at the lowest level in the 
EU-27. Efforts to confront the crisis in Lithuania focused on labour market reform. 

The Austria case study looks at economic and labour market stimulus packages 
(particularly the measures on short-time work arrangements, part-time regulations for 
older workers or schemes to support qualification, as well as measures to ease access to 
credits and loans or to support demand). During the period 2008 to the present, SMEs in 
Austria have made use of a wide array of activities and policy measures to weather the 
crisis, often taking action in parallel to or even before using policy measures. Companies 
have sought to cushion the effects of the crisis and to increase company flexibility with 
respect to working time by reducing overtime and addressing leave entitlements and 
savings. 

The heterogeneity of SMEs means that the impact of the policy measures has neither been 
equal across SMEs, nor had equally foreseeable effects. The application of a “menu of 
measures” (i.e., the policy-package approach) appeared to be appropriate and has 
provided an amalgam of instruments that made it possible to apply tailor-made solutions to 
each single and unique SME. Indications of the use of the different measures provide some 
evidence that this self-selection approach worked. 

Almost all the measures had already been in place prior to the crisis: packages consisted of 
adaptations and extensions of existing measures together with an increase in the budgets 
allocated, both of which allowed quick action, while for new measures, there were delays in 
implementation. What also helped in reaching a quick consensus about the actions and 
packages necessary was a responsive institutional setting with well-developed, routine 
interactions between government and social partners, as well as in agencies. This further 
supported stable expectations in the population (strengthening a feeling of stability and 
belief in functioning institutions). This stabilization of expectations is seen as the most 
important feature in this respect and could be quite effective for SMEs. 
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The case of Lithuania is a good example of a country that, once the effects of the 
financial crisis became apparent, took action to change the country’s very inflexible labour 
market legislation. Policies focused on changes to the framework for active labour market 
policies in the country, in terms of both the Labour Code and amendments to the Law of 
Employment Promotions, as well as the new performance-based delivery model now 
underway. The system had been rigid and not ready for major changes in reaction to 
economic circumstances, making it very difficult for companies to adequately adjust to 
market fluctuations. Budgetary restrictions, however, combined with the pressure to 
provide quick solutions, have resulted in changes to existing measures, with little room for 
new types of measures and initiatives.  

The main focus has been on young people and small businesses, particularly the self-
employed. There has been no specific focus on SMEs as a group, although the majority of 
companies using the measures are SMEs. The close interaction and involvement of social 
partners in both the design and implementation of the measures have been vital for their 
success. This has been true not only for matching the requirements to the two main target 
groups (the unemployed and employers), but it has also been vital for the speedy process 
of designing and implementing the measures. Knowledge and the exchange of good 
practices is considered to be an important tool for improving current measures and getting 
ideas about new types of measures. 

Since then, major changes have been pushed through the regulatory system, supported by 
other recovery measures. These changes have been partly inspired by the Danish 
flexicurity model and partly by other systems in Latvia and Germany. The measures include 
important amendments to labour market programmes and labour market legislation as a 
result of the crisis.  

Conclusions and recommendations 

Member States responded to the crisis with packages of measures, most of which existed 
before the crisis, but their scope and coverage was extended. In the first phase of the crisis 
(when quick recovery was expected), public spending on measures such as STW grew 
rapidly. The main criticisms of the STW schemes are that they were costly from a 
budgetary point of view and they tended to subsidize jobs that would not have been 
retained otherwise. 

As the crisis persists, many countries are now implementing austerity programmes that 
require different types of measures. Labour market reform, which is being implemented or 
is under discussion in many countries, is difficult to implement unless there is a consensus 
between social partners.  

Training activities were widely used during the crisis. And while there is broad consensus 
across European countries and among social partners on the importance of training and 
skill development to improve future competitiveness and economic growth, views differ 
with regard to the effectiveness of training as a short-term measure to reduce the effects of 
the crisis.  

The country cases show that there has been a wide variety of approaches to training and 
skills development, related to national and sectoral characteristics, but the development of 
new, flexible ICT-based training methods and models aimed at the needs of SMEs is an 
important priority. 

Training and skill development in most countries involve a range of stakeholders, and social 
partners and governments (at national, regional and local levels) have played an active role 
in this area in all the countries reviewed. The ESF has been an important funder of training 
activities in the crisis.  
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Some countries have established new bodies or mechanisms to further institutionalize 
training coordination (e.g., the UK Commission on Employment and Skills). Such bodies 
should pay specific attention to the participation of SMEs in training programmes.  

A question that remains in many countries concerns the efficiency and effectiveness of 
many of the measures taken. This has not yet been the subject of more systematic 
evaluations, but such evaluations are urgently needed to provide a better picture of what 
has worked and why. They should also be forward looking because some of the measures 
used at the beginning of the crisis will no longer be relevant or feasible in the future.  

2012 and beyond 

Now that the crisis appears to have become longer term and more structural in nature, 
there is an urgent need to develop and apply new types of policy measures, at the level of 
both government and social partners. First-generation policy measures are no longer 
affordable and may even have adverse effects because they might prevent governments 
and stakeholders from making necessary structural adjustments. The development of new 
tools is urgently needed.  

The following five recommendations are key to the renewal of employment-generating 
actions and policy measures targeted at SMEs:  

 The core of these measures should be focused on restoring and improving the 
competitiveness of EU companies, with a priority for SMEs, which are the engine of 
economic growth. Employment measures, as well as other measures, such as 
adequate financing (bank loans, venture capital and stock capital) and the removal 
of barriers to starting a business, should be given priority.   

 The development of new measures targeted at SMEs should be based on a review of 
best practices that looks at the experiences of other countries. In developing these 
new measures, learning rather than simple copying and pasting should be the focus, 
giving careful consideration to the specific institutional contexts and idiosyncrasies 
of the different countries. 

 Given the very high and still rising levels of youth unemployment in many EU 
countries, top priority should be given to hiring young people as well as helping 
them start their own businesses. 

 Many of the active employment policies applied in the period 2008–2010 have been 
financed with the help of the European Social Fund and the European Globalisation 
Adjustment Fund. This particularly applies to Central and Eastern European Member 
States. In designing and implementing new actions and measures, the opportunities 
provided by the European Social Fund, the European Globalisation Adjustment Fund 
and the Structural Funds should play an important role. 

 Close interaction and involvement of social partners in both the design and 
implementation of actions and policy measures is a vital factor for their success. 
Managing implementation with several actors may, however, be more difficult and 
time-consuming. 
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1. THE CRISIS AND ITS IMPACT ON EU EMPLOYMENT 

KEY FINDINGS 

 The effects of the crisis on the European economy have been strong and 
pervasive, severely affecting not only GDP but also employment. 

 Small and medium-sized enterprises (SMEs) account for 99.8% of all enterprises 
in Europe and, in 2008, accounted for the employment of 90.6 million persons—
or two-thirds of the total private-sector employment—in Europe. By 2010, this 
number had decreased to 87.5 million persons, 3.1 million fewer than two years 
before. In the same period, 2008–2010, the total number of SMEs decreased 
slightly from 20.9 million to 20.8 million. There are 43,000 large companies in 
Europe, employing 43.3 million people. 

 Of the 20.8 million SMEs, 19.2 million are micro-enterprises with fewer than 10 
employees, but together they accounted for the overall employment of 38.9 
million persons in 2010. Seven percent of all SMEs are small enterprises; only 
1% are medium-sized. 

 The impact of the crisis on SMEs differs substantially, not only between countries 
but also between sectors, size of company and type of customer, matching the 
heterogeneity that characterizes the SME landscape in Europe. 

1.1. The crisis: impact on employment from 2000 to the present 

1.1.1. Impact of the crisis on the European economy at large 

The effects of the financial and economic crisis on the European economy have been strong 
and pervasive, having a severe effect not only on GDP but also on employment. The impact 
on employment has lagged behind GDP, as figure 1 clearly shows, but while the overall 
changes in employment might seem to have been less severe than the changes in GDP in 
macro terms, the consequences for those who are affected at the micro level (the individual 
and household) are far greater. 

The economic recovery that followed the downturn, starting from the first quarter of 2009, 
as shown by the relatively strong uptake of overall GDP (see figure 1), was not followed by 
an equivalent increase in employment. On the contrary, employment continued to decline 
until the second quarter of 2010. Only then could a hesitant increase in employment be 
observed. As from August 2011, however, the European economy faced a second crisis, 
caused by government debt problems that eventually resulted in the Euro crisis. This has 
led to a stagnation of the EU economy and a mild recession in the Euro area, again with 
adverse consequences for employment. In the third quarter of 2011, seasonally adjusted 
employment in the Euro zone decreased by 0.1% in the Euro area (i.e., a loss of 
175 thousand jobs) (European Commission, DG ECFIN, 2012a). In January 2012, the 
seasonally adjusted unemployment rate in the Euro area was 10.7%, up from 10.6% in 
December 2011. For the EU-27, the unemployment rate stood at 10.1% in January 2012, 
up from 10.0% at the end of December 2011 (Eurostat, 2012a, 2012b). Youth employment 
is also on the rise: in June 2012, the youth unemployment rate fell to 22.6% in the EU-27 
and 22.4% in the Euro area. 



The Impact of the Financial Crisis on the Job Creation Potential of SMEs 
_________________________________________________________________________ 

PE 492.443 19 

Figure 1: Real GDP and employment in the EU, quarterly changes, 2000–2011 

 

Source: European Commission, DG EMPL (2012). 

The consequences of this second crisis are potentially larger than those of the first crisis, as 
the possibilities for Member State governments to actively redress the crisis by active 
(financial) support policies have been significantly reduced. Instead, European governments 
are faced with budget cuts. 

Employment prospects remain fragile and the chances that the labour market situation 
could worsen further have increased. As the European Commission, DG ECFIN (2012a:10) 
puts it: “Given that employment developments tend to follow output fluctuations with a 
time lag of two to four quarters, the expected weak GDP upturn in the second half of the 
year is unlikely to lift employment prospects during 2012.” 

At the level of the individual Member States, pronounced differences in GDP growth remain. 
According to the latest DG ECFIN forecast (European Commission, DG ECFIN, 2012a), in 
2012 GDP growth is projected to be positive in 17 Member States, stagnant in one and 
negative in nine, with growth being highest in Poland (2.5%), Lithuania (2.3%) and Latvia 
(2.1%) and lowest in Greece (-4.4%) and in Portugal (-3.3%). 

1.1.2. Impact of the crisis on SMEs1 

Role and importance of SMEs for the European economy 

Small and medium-sized enterprises (SMEs) form the backbone of the European economy 
(table 1). In 2010, the European Union was home to almost 20.8 million SMEs, which is 
equivalent to 99.8% of all enterprises. Altogether, SMEs accounted for 87.5 million jobs—
more than two-thirds of all employment in the private sector in EU-27. In total, 19.2 million 
of these SMEs were micro-enterprises with fewer than 10 employees, accounting for 92.1% 
of the total number of European businesses and overall employment of 38.9 million 
persons. Seven percent of all SMEs are small enterprises and only 1% are medium-sized. 
In contrast, in 2010, large companies made up only 0.2% (43,000) of the total number of 
enterprises, but employed 43.3 million people. SMEs accounted for 58.4% of total gross 
value added (GVA) by private business in the EU in 2010. Compared to large enterprises, 
SMEs are more active in services than in manufacturing.  

                                          

1  The information in this section to section 1.1.4 is primarily from Wymenga et al. (2011). 
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Forty percent of large enterprises were in manufacturing, compared to slightly more than 
10% for SMEs; 12.6 million SMEs were engaged in only two sectors: trade and real estate 
(Wymenga et al., 2011). 

Table 1: Key Indicators by Enterprise Size, EU-27, 2008 and 2010 (Estimates) 

 
Number of 
enterprises Persons employed Value added 

Apparent 
labour 

productivity 

 Million Million EUR 1 000 million 
EUR 1 000 / 

person 

 2008 2010 2008 2010 2008 2010 2008 

All enterprises 21.0 20.8 135.8 130.7 6 176 5 978 45.5 

All SMEs 20.9 20.8 90.6 87.5 3 617 3 493 39.9 

Micro 19.3 19.2 39.3 38.9 1 348 1 293 34.3 

Small 1.4 1.4 27.9 26.6 1 147 1 132 41.2 

Medium-sized 0.2 0.2 23.4 22.0 1 122 1 067 47.9 

Large 0.0 0.0 45.2 43.3 2 559 2 485 56.6 

Source: Data for 2008 from Eurostat (2011); data for 2010 from Wymenga et al. (2011). 
 

Box 1. Definition of SMEs 
Companies generally qualify as an SME if their number of employees is equal to or below 250. 
Depending on the number of employees, the terms medium-sized, small and micro-enterpirse apply, 
as follows (based on criteria laid down in Recommendation 2033/361/EC) 
 
Enterprise category Headcount Turnover Balance sheet total 
Medium-sized < 250 ≤ € 50 million ≤ € 43 million 
Small < 50 ≤ € 10 million ≤ € 10 million 
Micro < 10 ≤ € 2 million ≤ € 2 million 
 
In addition to staff headcounts, an enterprise can also qualify as an SME if it meets certain turnover 
or balance-sheet criteria (not necessarily both). In statistics, the headcount criterion is the most 
commonly used because it is easier to measure. 
 
Micro-enterprises are a special group. Roughly one-half of these enterprises have no employees at all 
and provide employment and income only to self-employed individuals and family workers. 
 
Source: Wymenga et al. (2011). 
 
Impact of the crisis on SME employment, value-added and number of enterprises 

The differential impact of the crisis on employment, value-added and the number of 
enterprises can be seen in table 2 and figure 2. In the first crisis year, 2008, positive 
growth was still observed for almost all key indicators, the only exception being the value-
added of large companies (a drop of 0.2%). However, the year 2009 showed declines on all 
three key indicators for each and every size class. Value-added was most severely hit with 
a decrease of 6.9% overall. In 2010, value-added showed positive growth, but the figures 
for employment and the number of enterprises were still in decline. 
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Table 2: SMEs and the Crisis: Percentage Annual Growth by Key Indicator, EU-27, 
2008–2010 

 All SMEs Micro Small 
Medium-

sized Large 
All 

Enterprises 

Employment       

2008 1.3 1.9 1.1 0.7 1.9 1.5 

2009 -2.7 -2.0 -3.4 -3.2 -2.9 -2.8 

2010 -0.9 -0.8 -1.0 -1.0 -0.6 -0.8 

       

Value added       

2008 1.0 1.6 1.2 0.1 -0.2 0.5 

2009 -6.4 -4.8 -6.3 -8.5 -7.6 -6.9 

2010 3.4 2.6 3.1 4.6 4.8 3.9 

       

Enterprises       

2008 2.0 2.1 1.3 0.7 2.0 2.0 

2009 -2.1 -2.0 -3.2 -3.1 -3.1 -2.1 

2010 0.0 0.1 -1.0 -1.1 -0.9 0.0 

Source: Wymenga et al. (2011), based on Eurostat and national statistical offices.  
 
Figure 2: SMEs and the crisis: percentage annual growth by key indicator, EU-27, 
2004–2011 
 

 
Source: Wymenga et al. (2011), based on Eurostat and national statistical offices.  
 
Value added. In 2009, SMEs faced declines in value-added of 6.4%, against a decrease of 
6.9% for all companies. Medium-sized companies witnessed the biggest downturn at 
-8.5%, a decrease of almost a percentage point more than that of large companies. 
However, both medium-sized and large companies showed a comparatively strong recovery 
in 2010, with growth figures of 4.8% and 4.6%, respectively. The growth in value-added 
for micro-enterprises and small companies was less marked: 2.6% and 3.1%, respectively. 
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Number of SMEs. The total number of SMEs in the EU in 2010 was the same as in 2009, 
after a sizable decline of 2.1% in 2009 and a rise of 2.0% in 2008. Both medium-sized and 
small companies witnessed a relatively strong decline of 3.1% and 3.2%, respectively, in 
2009 and another 1.1% and 1.0% in 2010. The number of micro-enterprises declined by 
2.0% in 2009 but grew by 0.1% in 2010. 

Employment. Overall growth in employment not only remained positive but was also 
relatively sizable during the first crisis year, 2008. Employment increased by 1.3% for 
SMEs, with an even greater increase for large companies (1.9%), compared to the 
respective averages of 1.0% and 0.5% annual increases for the period 2002–2010. With 
1.9% growth, micro-enterprises also showed a rather strong rise in employment, the most 
sizable of all SME size classes. From a macro perspective, micro-enterprises did best in 
2009 and 2010, compared to other SMEs, with the lowest relative decline in employment. 
In 2009, the worst crisis year, small companies witnessed the most sizable employment 
decrease, 3.4% against 2.7% for SMEs as a whole. Large companies fared slightly worse, 
with a 2.9% decrease in employment. The year 2010 saw a further decrease of 0.9% in 
SME employment, compared to a 0.6% decrease for large companies, which still meant a 
loss of more than 823,000 jobs in SMEs in the EU as a whole. The negative impact of the 
crisis period can be most clearly seen in figure 3. 

Figure 3: SMEs and the crisis: percentage annual employment growth by size 
class, 2004–2010 

 
Source: Wymenga et al. (2011), based on Eurostat and national statistical offices.  
 

1.1.3. Impact of the crisis on SME employment 

Recently, Wymenga et al. (2011) compared the impact of the crisis by country groupings, 
looking at (1) EU-15 and EU-12 Member States,2 (2) Euro area versus non-Euro area 
countries and (3) EU countries with a decline in GDP in 2009 and 2010 (“crisis countries”) 
and the other EU countries affected by the crisis but without a decline in GDP (labelled 
“non-crisis”).  

                                          

2  EU-15: Austria, Belgium, Denmark, Finland, France, Germany, Greece, Ireland, Italy, Luxembourg, the 
Netherlands, Portugal, Spain, Sweden, the UK. EU-12: Bulgaria, Cyprus, Czech Republic, Estonia, Hungary, 
Latvia, Lithuania, Malta, Poland, Romania, Slovakia, Slovenia. 
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The group of crisis countries consisted of Ireland, Greece, Spain, Portugal, Latvia and 
Romania. All country groups managed to recover in 2010, except for the crisis countries. 
SME employment, however, was still decreasing in 2010, with the EU-15 doing slightly 
better than the EU-12, and the Euro area performing worse than both the EU-15 and the 
EU-12. The crisis countries performed worst not only in terms of value-added, but also in 
terms of employment growth. 

At the level of individual Member States, the best performing countries in 2010 (which was 
a year of recovery) were Austria, Germany, Luxembourg, Malta, Romania, Sweden and the 
UK (see figure 1), which managed to show growth in both value-added and employment. 
No comparable figures are as yet available for 2011. 

Table 3: SMEs and the Crisis: Percentage Annual Growth in Employment, by 
Country Grouping, 2008–2010 

Micro Small 
Medium-

sized SMEs Large Total  
  

 
 Year Average annual change in % 

EU-15 2008 1,6 1,0 0,4 1,1 1,7 1,3 
 2009 -1,8 -3,1 -3,6 -2,7 -3,3 -2,9 
 2010 -0,7 -1,0 -1,3 -1,0 -0,8 -0,9 
EU-12 2008 4,5 4,1 2,0 3,5 3,1 3,4 
 2009 -3,6 -4,0 -5,3 -4,3 -4,1 -4,2 
 2010 -0,9 -1,2 -1,7 -1,2 -2,0 -1,4 
Euro area 2008 1,6 2,3 0,7 1,6 1,9 1,7 
 2009 -2,4 -3,2 -3,9 -3,1 -2,7 -3,0 
 2010 -1,1 -1,3 -1,8 -1,3 -1,2 -1,3 
Non-Euro area 2008 5,0 2,6 1,8 3,1 3,0 3,1 
 2009 -3,0 -3,9 -5,2 -3,9 -5,1 -4,3 
 2010 -0,2 -0,7 -1,0 -0,6 -1,6 -0,9 
Crisis 2008 0,8 -0,3 -1,0 -0,2 0,6 0,0 
 2009 -6,7 -7,9 -9,0 -7,7 -6,7 -7,4 
 2010 -2,4 -3,7 -4,5 -3,5 -2,6 -3,2 
Non-crisis 2008 3,3 3,0 1,6 2,7 2,7 2,7 
 2009 -1,7 -2,5 -3,3 -2,4 -2,9 -2,6 

  2010 -0,4 -0,5 -0,8 -0,5 -1,0 -0,7 

Source: Wymenga et al. (2011), based on Eurostat and national statistical offices. 

Employment and value added: different growth paths 
What catches the eye is that value added and employment have taken rather different 
growth paths during the crisis period. According to Wymenga et al. (2011:12): 

...the less volatile trend for employment as compared to the other aggregates and in particular 
to GVA can be explained by different factors. Firstly, employment changes tend to oscillate, 
almost by nature, less wildly than those aggregates measuring business activity. At the same 
time, in particular during the 2008/2009 crisis, political support measures for business played 
an important role in alleviating the crisis. A pivotal element in this context were the 
programmes employed by various national governments to subsidize employees´ wages for a 
limited time, easing the pressure on SMEs (and other firms) to lay off employees due to sudden 
decline in orders. This external support, in turn, meant that in the recovery period the gains 
were less pronounced than those for, say, GVA as many jobs could have been preserved. 
However, the volatility of the business prospects may also have a subdued effect on hiring new 
employees in many Member States. 
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Figure 4: Estimated growth in value-added and employment of SMEs by country, 
2010 

 
Source: Wymenga et al. (2011), based on Eurostat and national statistical offices. 
 
While the second explanation (policy programmes) are the subject of the next chapter, the 
first explanation that “employment changes tend to oscillate, almost by nature, less wildly” 
may well co-depend on policies. Indeed, labour market and social-security policies may well 
have influenced the incentives and actions of employers in hiring and firing personnel 
during the crisis period. At the same time, enterprises might also have retained employees, 
expecting the crisis to have been only temporary. Adjustment costs and the irreversibility 
of layoffs are behind such “labour hoarding” (EIM 2011a:63). A discussion of the factors 
that drive the hiring and firing of personnel can be found in chapter 2. 

Impact of the crisis on SME employment by sector 

On average, SME employment decreased by 1.8% annually during the crisis period 2008–
2010 (table 4), equivalent to the decrease observed in large companies. In many sectors, 
the decline in employment in large companies was even stronger than in SMEs; however, in 
absolute terms, SMEs shed more jobs than large enterprises. This is hardly surprising, 
given that the SME labour force was twice that of large enterprises. 

SMEs active in manufacturing and construction faced the strongest decreases in 
employment. The service sectors were comparatively less badly hit, with annual 
employment declines of 0.5% (hotels and restaurants) to 1.1% (trade). The real estate, 
renting and business activities sector even witnessed a rise in employment of an average 
annual 0.2%. In the deepest crisis year 2009 all SMEs witnessed employment decreases, 
except for the sector hotels and restaurants. 

One way to evaluate the impact of the crisis on employment is to compare the evolution of 
employment before the crisis with its evolution during the crisis period. In tables 4 and 5, the 
average annual growth by sector for the two periods is shown. Whereas in the pre-crisis period, 
SME employment grew by 2.0% each year, the crisis period shows an annual decrease of 1.8%. 
In the pre-crisis period micro-enterprises performed best with an annual increase of 2.2%. 
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Table 4: Employment Changes by Sector and Enterprise Size, EU-27, 2008–2010 

Micro Small 
Medium
-sized SMEs Large Total 

Sector average annual change in % 

Mining and quarrying -0.4 -1.4 -0.4 -0.8 -2.0 -1.6 

Manufacturing -4.6 -4.6 -3.6 -4.2 -4.2 -4.2 

Electricity, gas and water supply -0.2 0.5 0.3 -0.1 -0.8 -0.7 

Construction -3.1 -4.2 -6.1 -4.0 -4.5 -4.1 
Wholesale and retail trade; repair of 
motor vehicles and personal and 
household goods -1.1 -1.0 -1.1 -1.1 -0.7 -1.0 

Hotels and restaurants -0.7 -0.5 0.3 -0.5 -0.6 -0.5 

Transport, storage and communication -0.4 -1.0 -0.8 -0.7 -1.2 -1.0 
Real estate, renting and business 
activities 0.2 -0.3 0.7 0.2 0.5 0.3 

       

Overall -1.4 -2.2 -2.1 -1.8 -1.8 -1.8 

Source: EIM (2011a:33). 
 
 
Table 5: Employment Changes by Sector and Enterprise Size, EU-27, 2002–2008 

Micro Small 
Medium
-sized SMEs Large Total Sector 

Average annual change in % 

Mining and quarrying -0.2 -0.2 -0.6 -0.4 -4.0 -2.9 

Manufacturing -0.7 -0.5 -0.4 -0.5 -1.4 -0.9 

Electricity, gas and water supply 4.0 1.4 0.9 1.4 -1.2 -0.7 

Construction 3.1 2.1 2.5 2.6 2.3 2.6 
Wholesale and retail trade; repair of 
motor vehicles and personal and 
household goods 0.6 2.0 2.2 1.3 3.3 1.8 

Hotels and restaurants 2.2 6.0 4.3 3.6 2.6 3.4 

Transport, storage and communication 2.0 2.9 3.3 2.6 -0.2 1.1 

Real estate and business activities 6.0 4.0 3.9 5.0 5.7 5.2 

       

Overall 2.2 2.0 1.6 2.0 1.3 1.8 

Source: EIM (2011a:32). 
 
As the tables clearly show, employment in the construction and the service sectors showed a 
consistently upward and positive trend in the pre-crisis period. In the crisis period, most of 
these figures had turned negative. The results for the manufacturing, mining and quarrying 
sector and, to a lesser extent, the utilities sector are less intuitive. Here, the decrease in the 
crisis period was less pronounced than in the pre-crisis period, perhaps for very different 
reasons. It is very likely that the pre-crisis decline is related to increases in productivity in 
manufacturing—induced by continued technological progress as well as the result of market 
liberalization efforts within the EU. In the crisis, other developments might have counteracted 
the “natural” process of increasing productivity, resulting in less of an average decrease in 
employment rather than more. Government crisis policies could be one reason for this. 
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SME employment impact corrected for size-class population effects 

In assessing changes in employment (and other key variables) by size class over time, one 
should be aware of the fact that companies can cross size-class boundaries at any moment. 
Changes in employment level by size class can therefore be attributed to either changes in the 
level of employment (within size-class effects) or changes in how companies are classified 
(between size-class effects), which is also known as the “population effect”. A practical 
example of the principle of the correction is as follows: if employment within a company grows 
from 245 to 255 in a certain time period, the increase from 245 to 250 is attributed to the 
medium-sized class and the increase from 250 to 255 is attributed to large companies. Thus, 
by correcting for the population effect, a more precise picture can be drawn of the relative 
performance in employment between size classes. 

As can be seen from table 6, the population effect during the period 2008–2010 was sizable, 
and in a direction opposite to the preceding period, 2002–2008. During the crisis period, the 
number of employed persons decreased by almost 1.9 million when corrected for the 
employment effect: 222,000 more than the gross change. The biggest correction can be 
observed in the size class of micro-enterprises. Where in the pre-crisis period the number of 
employed increased by 328,000 yearly as a result of the population effect, this turned into a 
decrease of 353,000 during the crisis as a result of downsizing of micro-enterprises. For the 
category of large enterprises, exactly the opposite effect occurred: where, in the pre-crisis 
period, the number of employed decreased by 154,000 yearly as a result of the population 
effect, this turned into an increase of 222,000 during the crisis. 

 
Table 6: Employment Changes and the Population Effect by Size Class, EU-27, 
2008–2010 and 2002–2008 

Micro Small 
Medium-
sized SMEs Large Total 

 average annual number of employed persons (x 1 000) 

2008/2010       

Gross change -569 -609 -475 -1 653 -784 -2 437 

Adjustment for population effect 353 -71 -61 222 -222 0 

Change adjusted for population effect -922 -539 -414 -1 875 -562 -2 437 

2002/2008 

Gross change 820 528 354 1 701 559 2 261 

Adjustment for population effect -328 111 63 -154 154 0 

Change adjusted for population effect 1 148 416 291 1 855 405 2 261 

Source: EIM (2011a:37).  
Note: A minus sign indicates an employment increase in that particular size class due to the population effect. 

Employment changes corrected for the population effect show that, in fact, SMEs were hit 
more severely by the crisis, where, at first glance and without such a correction, one would 
tend to conclude otherwise. In 2009, the negative employment effect for SMEs was 3.6%, 
considerably higher than for large companies (with -1.6%). In 2010, it was still higher for 
SMEs (1.2%) than for large companies (-0.3%), as can be seen from table 7. 
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Table 7: Employment Changes and the Population Effect by Size Class, EU-27, 
2008–2011 

Employment change Population effect Adjusted employment change 
 

SMEs Large Total SMEs Large Total SMEs Large Total 

% 

2009 -2.7 -2.9 -2.8 0.9 -1.3 0.0 -3.6 -1.6 -2.8 

2010 -0.9 -0.6 -0.8 0.2 -0.3 0.0 -1.2 -0.3 -0.8 

2011 0.4 0.7 0.5 -0.2 0.3 0.0 0.6 0.4 0.5 

2008/10 -1.8 -1.8 -1.8 -0.5 -0.8 0.0 -1.3 -1.0 -1.0 

x 1000 

2009 -2 483 -1 298 -3 781 350 -350 0 -2 833 -948 -3 781 

2010 -823 -271 -1 094 94 -94 0 -917 -177 -1 094 

2011 357 296 654 -81 81 0 438 216 654 

Source: EIM (2011a:65). 
 
Altogether the impact on employment amounted to a loss of more than 2.8 million jobs in 
2009 and another 917,000 in 2010. For 2011, the EIM forecast (shown in table 7) foresaw 
a net job growth for SMEs of 438,000 (corrected for the population effect). However, based 
on the latest general figures and given the economic downturn in the second half of 2011, 
this figure might well be too optimistic. No more recent figures are available at this stage. 

Employment changes as a result of the birth and death of enterprises 

Apart from size-class population effects, employment is also influenced by the birth and 
death of enterprises. Although there is no full data coverage of births and deaths of 
enterprises in Europe, EIM (2011a) highlights some of the main trends and developments. 
Each year, 8% to 10% of the total stock of enterprises are newly born or dying. Both are 
typically micro-enterprises and, most often, enterprises without employees. On the basis of 
Eurostat 2003 data, EIM (2011a) estimated that, in the pre-crisis period, almost 4 million 
new jobs (3% of total employment) were generated by enterprise births, of which almost 
3 million were in micro-enterprises (8% of employment in micro-enterprises)(EIM, 
2011a:46). The impact of enterprise deaths in 2003 also amounted to 3% of employment 
(both overall and for micro-enterprises). The effects of the birth and death of enterprises in 
the crisis period are included in the figures in table 6 and 7, showing gross change. The 
annual gap of 1.39 million employed—the difference between the annual loss in 
employment in the crisis and the gain in the preceding years—can be attributed to two 
effects: the loss of jobs in micro-enterprises and the combined result of an increase in 
business exits and the change in micro-enterprise start-ups during the crisis. On the one 
hand, the crisis may have engendered start-ups out of necessity (e.g., because of lack of 
social security); on the other hand, the crisis may have lowered incentives and business 
confidence, which might have led to a decrease in start-ups (EIM, 2011a:65). 
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1.2. Factors determining the potential for SME job creation and the 
impact of the crisis 

The job-creation potential of SMEs is dependent on a number of factors, each of which is, 
to a greater or lesser extent, influenced by the crisis. While most of these factors also apply 
to large companies, in some cases SMEs can be more sensitive or susceptible to them. This 
susceptibility can be related to their stage of development. The “valley of death” is a 
notorious example of a hurdle that young firms have to overcome. 

In this section, we attempt to categorize and cluster the most relevant factors into a limited 
number of overarching categories with the objective of creating a workable typology. The 
importance of a workable typology is twofold: it can help to diagnose the full impact of the 
crisis and attribute and “dissect” its underlying causes (“fundamentals”), and it can also 
help to analyse the possible reasons or arguments for deliberate government interventions 
and/or other collective action (e.g., at the level of social partners). One of the main and 
broadly accepted reasons for government intervention in a market economy is the 
occurrence of one or more market failures. The theory of market failures is a well-
developed part of the theory of welfare economics, but more recently, a broader body of 
literature has emerged in which systemic failure is the main rationale for government 
intervention. 

The consideration here is the job-creation potential of SMEs. The demand for labour by 
SMEs is to a great extent dependent on the demand for products, so the job-creation 
potential of SMEs is closely related to the business cycle. When the demand for products 
increases, the demand for new staff will most likely go up, as will the number of start-ups—
but with a time lag. Companies will in general only hire new staff if and when product 
demand is surging and is expected to surge further in the near future. In a crisis period, 
entrepreneurs tend to show similar but opposite behaviour, especially when the effects of 
the crisis are perceived to be short term. They generally try to avoid costly layoffs when 
market prospects are not overly gloomy and pessimistic. After a strong surge in 2009 and 
2010, economic sentiments and sectoral confidence indicators turned negative and have 
stayed there. With a persisting and even deepening crisis, as we are currently witnessing in 
Europe, however, different behaviours might show up. The volatility of business prospects 
might have a subdued effect on the hiring of new employees (e.g., Wymenga et al., 2011). 
Yet, according to EIM (2011a), the share of enterprises reporting that none of their layoffs 
were due to the crisis in 2010 was higher than expected: over 40% of all enterprises 
reported that layoffs were due to other reasons. 

It is somewhat counterintuitive that large enterprises have tended to lay off more people 
than smaller enterprises (EIM, 2011a:74). But it is important to remember that in “normal” 
economic times, jobs are generated in the net creation of new enterprises (SME births 
minus SME deaths). 
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2. OVERVIEW OF MEASURES 

KEY FINDINGS 

 Short-time work (STW) has been widely used in many European countries. In some 
countries, it was newly applied in the crisis; in other countries, where these measures 
were already in existence, their scope and coverage was extended (see chapter 3). 

 STW programmes differ widely with regard to scope, coverage, generosity and budgets. 
They have often been part of packages of measures, including training. 

 There are no examples of STW measures targeted specifically at SMEs. The available 
evidence suggests that it was mainly large and medium-sized companies that benefitted 
from STW measures. 

 While STW measures have been highly appreciated by companies, the only available 
systematic evaluation (the Netherlands) suggests limited economic benefits. In fact, 
prolonged use of STW measures may inhibit necessary restructuring processes. 

 As a result of this and because of the large financial requirements to fund STW measures, 
programmes were phased out after 2009. At present, there are no countries where they 
are actively used. 

 A wide variety of programmes for training and skills development have been used in the 
crisis. They differ in content, nature and orientation. Company-oriented training has been 
the most popular, but training aimed at generic skills (e.g., computing, languages) has 
also been available. 

 Sometimes training is compulsory for the beneficiaries of STW schemes; in other 
countries, it is voluntary. Effective training programmes require preparation and a 
sustained effort and may therefore not work as a short-notice anti-crisis tool. Funding 
from the European Social Fund (ESF) has been important for training in many countries. 

 Labour market reforms are difficult to implement as they tend to hurt not only vested 
interests, but also the weaker sections of the economy and the population. They therefore 
tend to be postponed until all other measures involving subsidies are exhausted. 
Successful labour market reforms need substantial involvement from and acceptance by 
social partners. 

 Improving the access to finance has been a measure employed by many countries as part 
of packages designed to fight the crisis. This is an area where programmes have been 
specifically targeted at SMEs in many countries using the model of micro-credits. 

 Supporting the business environment for SMEs has focused on simplifying procedures in 
order to support business in the crisis. One-stop shops, abolishing cumbersome rules and 
regulations, simplification of reporting requirements and electronic tendering are part of 
this group of measures. 

 Another way to support SMEs consists of subsidies for activities that have policy priority, 
such as eco-cheques to promote green consumption, subsidies for solar energy, and 
supporting education. These measures often benefit SMEs, especially when aimed at 
building and maintenance. 

 EU-level policies in the context of the Small Business Act (SBA) for Europe have had an 
impact in a number of countries. The SBA provides a set of sound principles for addressing 
the needs of SMEs across different countries, as well as a framework against which 
Member States can assess their performance in relation to others.  
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2.1. Introduction 

When taking stock of and assessing the policy measures applied in the preceding crisis 
period, it is essential to keep the following in mind: (1) the crisis manifested itself in 
different ways and to a different degree across the various EU Member States and (2) “the 
crisis” was, in reality, a series of crises, starting with the financial or banking crisis in the 
late summer of 2008 and evolving into a deeper and wider economic crisis in 2009. There 
was a year of recovery in 2010, whereas in 2011, the fears grew for a so-called “double 
dip”. There was another downturn in the autumn of 2011, following concerns over the 
longstanding and increasing debt in certain Member States and the concern that the 
responsible governments could not honour their debt liabilities. A lack of adequate action 
subsequently led to the Euro crisis, resulting in a recession in parts of the European Union. 
This second crisis hit some of the Member States hard, particularly the southern Member 
States of Greece, Portugal, Spain and Italy. The Euro crisis also led other Member States 
into a recession, which affected other parts of the Euro area, including the Netherlands and 
Belgium. 

Various policy instruments have been deployed to counteract the effects of the crisis. Part 
of the measures have been directly aimed at SMEs, with other parts of these measures 
being directly targeted at job retention and job creation. In this overview of the policy 
instruments applied by the Member States and the EU thus far, it is important to emphasize 
the difference between the employment measures that had already been in effect before 
the crisis and those created and deployed in reaction to the crisis. While the focus of this 
chapter is on the latter, it should be understood that a clear differentiation might be 
difficult. Most of the measures existed before the crisis and have been intensified or applied 
more broadly during the crisis. Many of the measures were applied as part of a policy 
package rather than in isolation, in “stand-alone” form. In assessing the success of the 
measures, such as, for instance, their effectiveness in generating and keeping jobs, the 
“package” nature plays a role in two ways. On the one hand, good or best practices should 
be seen from a package point of view because the impact of policy synergies and feedback 
loops might add up to more than just the individual parts. On the other hand, it might not 
be easy to transfer single policy measures out of context because the packages represent 
policy eco-systems in themselves and are often difficult to transfer to other Member States. 

In assessing and reviewing the crisis-related policy measures, SME-specific core measures 
that target employment, the skills base and labour market flexibility directly are 
distinguished from other more indirect measures. The latter category is of a rather broad 
nature, covering measures to improve access to finance and to markets (both intra- and 
extra-EU), as well as various measures to improve the business environment for SMEs. 
While the focus is predominantly on measures taken by individual Member States, some 
attention is also paid to actions and initiatives taken at the EU-level, notably the Small 
Business Act for Europe (SBA). 

The focus here is on a targeted selection of the most important measures taken by 
governments and social partners since the onset of the crisis in 2008. Measures with an 
indirect impact, such as other SME-related policies, generic measures and measures 
addressing framework conditions will be included in a concise overview of other measures, 
including concrete examples. The cases and country examples presented below have been 
selected based on a review of country experiences that is as broad as possible across the 
EU, involving three criteria: 

 Countries from the Northwest, East and South of Europe have been included in the 
selection to ensure an adequate geographical spread. 
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 The selection of country experiences has been based on how important, 
representative or interesting their measures are in a comparative analysis, 
especially in relation to their relevance to SMEs. 

 The availability of reports was also considered. 

2.2. Assessing measures 

In assessing the effects of these crisis-related measures, a number of problems and 
limitations have to be considered. As discussed in this chapter, a very wide variety of 
measures have been deployed by governments and social partners to mitigate the effects 
of the crisis. But for a number of reasons, the impact of policy measures and other actions 
directed at SMEs is very difficult to assess, not least because of the dynamic nature of the 
crisis itself. One could argue that as 99.8% of all companies in Europe are SMEs, by default 
all policy measures targeted at companies also target SMEs. However, this does not do 
justice to the big differences among companies classified as SMEs (see box 1). And there 
are number of other reasons why the effects of policy measures on companies and on 
employment are difficult to assess: 

 The availability of data is limited because the measures are recent (starting in 
2008/2009), and in many cases, data is available only up to 2010.  

 In addition, there have been very few systematic evaluations of the effects of the 
measures taken during the crisis. 

 The effects are also difficult to assess because most of them were part of 
comprehensive packages that included measures such as training, part-time 
unemployment benefits, micro-credits, reduced regulatory requirements, etc. 

 The impact of the measures might take a long time to become evident, and often it is 
not direct. Some measures (such as STW) are short-term in nature; others require a 
long-term investment (e.g., training, support to research and development). 

 Finally, the crisis itself is a moving target:  

 Measures introduced in 2008 as part of Keynesian stimulus packages were of 
a one-off nature. Governments in most Member States are now facing fiscal 
austerity and many of the initial responses to the crisis have been 
discontinued. 

 Any positive impact on employment that these measures might have had has 
been swept away by the deepening nature of the crisis in many Member 
States since 2008. 

In the following chapters, using the available written evidence, as well as interviews with 
key stakeholders, we present two different kinds of case studies. Two of these, addressing 
short-time work and skills development, focus on a specific measure in an in-depth 
manner. The other two address packages of measures implemented in two countries: 
Austria and Lithuania. 
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2.3. Core measures on employment, skills and labour markets 

2.3.1. Short-time working arrangements and unemployment benefits 

Overview 

The single most important measure taken by governments across the Union in consultation 
with social partners was a reduction of working time paid for by part-time unemployment 
benefits for workers in eligible companies. The costs of these sometimes quite complicated 
short-time working (STW) arrangements were borne mostly by the governments, although 
in some countries, unemployment insurance contributed to part of the budget. Without 
exception, STW measures were part of initial Keynesian responses to the crisis: they were 
seen as temporary measures, initiated in 2008 and 2009 to be phased out once recovery 
got underway (expected at the time to be in 2011/12).  

Large financial outlays were required for these measures: in France € 320 million in 2009, 
and in the Netherlands in the same year, the outlay was expanded to € 975 million. On the 
whole, it appears that SMEs were not major beneficiaries of these arrangements. Large 
companies, especially in the manufacturing sector, accounted for the bulk of those 
benefiting. It appears that all of these measures had been abolished by the end of 2010 as 
a result of both the restricted time horizons of the measures and the austerity measures 
taken by most Member State governments. By 2012, no STW schemes appeared to be in 
force in the EU.  

With regard to the participation of SMEs in STW programmes, the available evidence 
suggests that SMEs were underrepresented in these schemes. Using micro-data, Crimmann 
et al. (2010) did a detailed analysis for Germany of the characteristics of firms that 
participated in short-time work during the crisis. Their conclusion was that small firms were 
“significantly less likely to participate in short-time work than medium-sized and large 
firms”. For the Netherlands, De Groot et al. (2012) observed that industrial companies were 
overrepresented in the part-time unemployment programme, while small companies were 
underrepresented. 

Experiences across the European Union 

In Austria, two labour market stimulus packages (Arbeitsmarktpaket I and II) were 
implemented, based on decisions taken in November 2008 and July 2009. In the first 
package, the already existent but hardly used short-time working arrangement3 was 
extended to a maximum of 18 months. The second package extended the short-time 
working arrangements to a maximum of 24 months, and social partners drew up a joint 
proposal making the statutory short-time work more flexible. This was aimed for the time 
when the retention period after short-time work would be reduced to a maximum of four 
months. Furthermore, the second stimulus package included financial support from the 
Public Employment Service (AMS), when, from the seventh month of short-time work, the 
employers’ contribution to social security would be paid by the AMS (EIROnline, 2011a). 
About 67,000 persons in approximately 500 companies took part in short-time work in 
2009. This decreased to about 24,000 persons in around 260 companies in 2010 (BMASK, 
2011a). Nevertheless, there is evidence that a similar instrument was used much more in 
Germany (Hofstätter et al., 2011). 

                                          

3  In Austria, companies usually laid people off on short notice in times of less-used capacity, promising to 
engage them again once the crisis was over.  
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In Belgium a temporary reduction of working time was implemented by the federal 
government, initially for the period June to December 2009, but since extended to January 
2011. The reduction of working time was to be from 20% to 25% of hours worked, based 
on a collective agreement, and could be implemented in the form of a four-day work week. 
The crisis measure compensated workers for the reduced income and also contained a 
reduction of social-security contributions of € 600 and € 700, corresponding, respectively, 
to the reduction of 20% and 25% of work time (Federale Overheidsdienst 
Werkgelegenheid, Arbeid en Sociaal Overleg, n.d.).  

In Denmark the possibility of short-time work arrangements (work-sharing) is laid down in 
Danish collective agreements (Arbejds Direktoratet, 2009; EMCC, 2009a), e.g., in the 
trend-setting Industry Agreement, as an option in times like the financial crisis. However, 
the rules concerning payment for the periods without work fall under the law on 
supplementary unemployment benefits financed by the state. The Danish policy of ”work-
sharing” entitles employees to unemployment benefits for up to 13 weeks and can now be 
arranged as two weeks at work followed by one or two weeks of receiving the 
unemployment benefit, resulting in a “rotation of unemployment among the workforce” 
(Mandl and Salvatore, 2009:8–9). 

During their days or weeks of unemployment, individuals are subject to the provisions of 
the law on supplementary unemployment benefit, i.e., they must be active jobseekers, 
make a CV, send applications, take part in unemployment meetings and cannot refuse if 
they are offered another job. This means that the agreed-upon period of work-sharing falls 
under the competence of the parties to the collective agreement, while the payment of the 
unemployment benefit for the weeks without work falls under the Minister of Employment. 

A temporary arrangement was made for the period 30 March 2009 to 4 April 2010, during 
which time, there could also be two weeks of full-time employment, followed by either one 
or two weeks of unemployment. In the first two months of 2009, work-sharing increased to 
more than 500 cases (over 12,000 workers), compared to 33 cases in 2006. 

In Finland the Paltamo employee association is an interesting and rather unique measure 
and could therefore serve as an interesting example of an anti-crisis instrument (see Froy 
and Giguère, 2010; EMCC, 2009b). The measure is funded by the central government as a 
four-year pilot project implemented in the municipality of Paltamo in northeast Finland. 
Here, a new temporary employment agency has been set up to link unemployed people to 
new public-sector job opportunities at the local level, such as renovation and repair work, 
forestry work and other environmental maintenance work. The employment agency is run 
by the Paltamo employee association, comprising the municipality, local entrepreneurs and 
trade unions. It provides its services to outsourcing enterprises and associations, and the 
work is carried out by employees on the agency’s payroll. 

In France in 2009, a new short-time work programme, the Activité Partielle de Longue 
Durée (APLD), or long-term part-time activity programme, was introduced to reduce 
redundancies through temporary reductions of work time and partial unemployment 
benefits during the crisis. Its implementation resulted in a rapid increase in state 
expenditures on STW: from € 21 million in 2008 to almost € 320 million in 2009, with a 
small reduction in 2010 (Calavrezo and Lodin, 2011). The APLD is a complex arrangement 
with payments by the state for the first 50 hours and additional payments by Unédic (the 
institute that administers unemployment benefits). In 2009, between 840,000 and 
1.1 million employees were benefitting from STW, mostly in industry (around 80%) with 
very small use in the service and agricultural sectors (Calavrezo and Lodin, 2011). STW 
tended to be used mainly by larger companies: in early 2009, fewer than 20% of the hours 
authorized were for micro- and small enterprises (of fewer than 50 employees) (Calavrezo 
and Lodin, 2011). 
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Similar to Austria, in Germany two economic stimulus packages were passed in November 
2008 and January 2009. These included an extension of short-time working arrangements, 
extending the short-time work from 12 to a maximum of 18 months in the first package 
and then, in the second package, to 24 months. There was an expansion in STW in 2009, 
compared to 2003, with larger enterprises using STW to a much greater extent. Use also 
varied by sector, being most often applied in manufacturing (17%) (EIROnline, 2011b). On 
the other hand, it is argued that the unemployment rate was reduced by about 0.8% in 
2009 with STW. In total 98.6% of companies participating in STW measures had fewer than 
500 employees, corresponding to the size distribution of companies overall: 50.1% of 
participating companies had fewer than nine employees, 40.6% had between 10 and 99 
employees, and 7.9% had between 100-499 employees (Deutscher Bundestag, 2010). 

The current crisis has seriously affected the Italian economy, resulting in a negative 
growth of -6.76% of GDP in the period 2007–2011. There is no immediate way out of this 
period of economic downturn, as Italy slid into another recession in the fourth quarter of 
2011 (OECD, 2012a). This recent setback might be aggravated by the drastic but very 
necessary budget constraints imposed by the Monti administration of technocrats to 
address the country’s vast public debt (126.8% of GDP in 2010) and continuing 
government deficit (-4.5% of GDP in 2010) (OECD, 2012b). 

The Italian government has not implemented new measures to address the employment 
ensuing from the recent crisis. But the economic downturn has resulted in increased use of 
support from a specific and dedicated fund: Cassa Integrazione Guadagni (Wage Guarantee 
Fund, or CIG). This fund was established by Law No. 1115 on 5 November 1968, and has 
since been governed by a series of revised laws. It provides support to various sectors 
(industry, construction, agriculture) by contributing up to 80% of the salaries of employees, 
through two different modalities (Arpaia et al., 2010): 

 Payments under Cassa Integrazione Guadagni Ordinaria (ordinary intervention) are 
granted to workers who have been laid off (partially or completely) because of 
“immediate circumstances which cannot be blamed either on the employer or on the 
employees, or because of temporary market situations”. 

 Payments under Cassa Integrazione Guadagni Straordinaria (special intervention) 
are granted to workers who have been laid off (partially or completely) because of 
“company reorganization, restructuring or conversion, or a company's economic 
difficulties that are of particular social importance as regards local employment”. 

The fund was originally intended as a means of temporary protection for employees, in the 
expectation that the company and its employees would soon resume their normal activities. 
But it has gradually been extended to cases in which there is no prospect of a return to 
normal production or work, so it has, in fact, become an expensive welfare instrument for 
labour surpluses. A major challenge for the Monti administration is the reform of the rigid 
employment laws protecting employees with a fixed contract,4 which also hinder job 
mobility (i.e., labour migration from south to north) and upward mobility. Government 
representatives subsequently argue that “existing laws discourage companies from hiring 
staff, hinder investment and condemn large numbers of young people to insecure, low-paid 
work, while older workers remain insulated in jobs for life” (Reuters, 2012). As a 
consequence, youth unemployment in Italy hovers at 31% (compared to the EU average of 
22.4%), 10 percentage points higher than five years ago. 

                                          

4  A “fixed contract” is an indefinite contract of employment. 
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In Latvia, the number of persons registered as unemployed has increased from 52,321 at 
the end of 2007 and 76,435 at the end of 2008 to more than 132,000 at the end of July 
2009 (Ministry of Welfare of the Republic of Latvia, 2010; ISSA, 2012). In response to the 
financial crisis, Latvia launched an emergency public works programme (the workplaces 
and stipend emergency public works programme) to cover 30,000 unemployed workers not 
eligible for unemployment benefits. Like many other measures, this was co-financed by the 
European Social Fund (ESF) and set up with technical assistance from the European 
Commission (DG Employment) and the World Bank. The programme was implemented in 
2009 and ended in 2011. It involved low-skilled non-commercial community work such as 
cleaning, development and maintenance of public infrastructure, and local social services 
with an allowance of around 80% of the net minimum monthly wage. 

The aim of the measure was to strengthen the social safety net in order to reduce the 
impact and the social consequences of the economic crisis. In 2009, the measure had 
nearly 19,000 participants. In some cases, it activated the participation of inactive people. 

In Lithuania amendments to the Law on Employment Promotion in 2009 have provided 
the possibility to combine STW and public works in enterprises suffering from the crisis, 
along with a possibility for vocational training and training grants for those facing dismissal 
and who work on the STW scheme. Under these measures, the companies that announce 
reductions in work time are able to organize public work for their employees (including 
part-time workers) and receive wage subsidies with up to 100% remuneration for public 
works (based on the minimum hourly wage). The associated social-security contributions 
are also reimbursed. 

This aims to help companies retain their employees during a period of temporary 
disruption, such as the financial crisis, as well as allowing employees to earn additional 
income and to acquire qualifications that might be required by another employer. A training 
grant of up to 70% of the minimum monthly wage is available for the time spent by an 
employee in vocational training. 

Although not directly related to support for those affected by STW and temporary layoffs, 
workers who have been dismissed in these circumstances may also benefit from vocational 
training. 

As of October 2008, the Slovakian government had adopted more than 60 measures to 
alleviate the impact of the crisis. Among them was a flexible work-time account 
(Flexikonto) introduced by an amendment to the labour code. In the case of obstacles to 
work (e.g., the crisis), workers can take time off with full basic wages but will have to work 
out the missing work time after the situation improves (EIROnline, 2011c). 

In December 2008 in Slovenia, measures subsidizing temporarily reduced work time 
(temporary short-time working) were adopted, providing companies € 60 to € 120 per 
employee for up to six months when reducing weekly work time by four to eight hours. The 
measure was largely used: about 66,500 employees out of approximately 78,000 potential 
beneficiaries were included in the programme to reduce work-time and about 17,000 
employees out of approximately 25,000 potential beneficiaries took part in the programme 
of partial subsidies for temporary layoffs (EIROnline, 2011d). 

In Sweden temporary layoffs were first introduced in manufacturing by collective 
agreement in 2009 (Mandl and Salvatore, 2009). The agreement allows for shorter work 
time, even though layoffs are normally not permitted in Sweden. According to the general 
agreement, employees can be temporarily laid off from work while keeping their job. 
During this time, employees will receive a payment of at least 80% of their normal salary. 
Also, local parties can agree on training for the workers instead of free time. 
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The agreement was reached through a social dialogue with the Union of Metalworkers (IF 
Metall) and several employer organizations that include metal, engineering, chemical, 
textiles and other manufacturing sectors. The salary would be paid according to the time 
actually worked. The new agreement on temporary layoffs expired 31 October 2010. 

From 2008 to 2010, The Netherlands, like many other countries, implemented a short-
term work plan that provided partial unemployment benefits to workers, especially in the 
manufacturing sector. The purpose of the measure was twofold: to soften the impact of the 
crisis and to ensure that skilled personnel would be retained for work in companies that 
would otherwise face personnel shortages after the end of the crisis. This measure was not 
specifically aimed at SMEs and involved a deal between the government, employers and 
trade unions. It offered companies in distress the possibility to make workers unemployed 
for a maximum of half the work week. It was a temporary measure for 15 months 
(Eurofound, 2011). Benefits would amount to 70% of salaries. The programme also 
included a training plan to improve employability. Initially, € 375 million was available; 
later, in 2009, the budget was increased to € 950 million (Grant Thornton, 2009). 

2.3.2. Training, human resource development and skills development 

Overview 

Training, skills development and other measures related to the development of human 
capital have usually been implemented as part of packages of measures—especially those 
linked to STW arrangements. There has been a range of measures implemented for training 
and skills development. Many of these have been traditional training courses related to 
subjects relevant for the sector. In some cases, such as the Netherlands, staff from 
manufacturing companies were temporarily seconded to technical universities and research 
institutes. The rationale for skills development in the crisis is both up-skilling (focusing on 
state-of-the-art knowledge and competence in the sector) and re-skilling (acquiring new 
skills for work in other jobs or sectors). Social partners are heavily involved in skills 
development, and through the European Social Fund, the European Union has been an 
important contributor to training programmes.  

Experiences across the European Union 

In Austria, the Labour market packages mentioned above included a new combination of 
short-time work with training. A comparative study conducted in 2011 in Germany and 
Austria (Hofstätter et al., 2011) clearly indicates that this option for qualification was not 
received with high demand: only about 10% of the 67,000 persons in short-time work in 
2009 took part in subsidized qualification programmes. 

The Czech Republic implemented measures in the framework of an active employment 
policy that included funds for retraining employees (EIROnline, 2011e). 

In Denmark in 2009, the government responded to a number of recommendations from 
the Danish Confederation of Trade Unions and the Confederation of Danish Employers for 
strengthening the labour market with a focus on flexibility (EMCC, 2009a; Eurofound, 
2009a). The government issued four initiatives to support employees who were threatened 
with unemployment: 

 enabling faster access to further training by increasing the funds available; 

 establishing a national alert system to offer support as early as possible; 

 increasing the monitoring of developments in the labour market; 

 introducing more flexible rules regarding work-sharing arrangements. 
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In 2004, Germany established the Pact on Apprenticeship (Der Nationale Pakt für 
Ausbildung und Fachkräftenachwuchs), which was concluded between social partners and 
the government in order to support efforts to train and secure skilled labour by providing 
apprenticeship contracts to young people. By 2007, this pact was extended to the period 
2007–2010 and, again, in 2010, for the period 2011–2014. The companies offer and 
guarantee jobs for apprenticeships and the Federal Employment Agency (Bundesagentur 
für Arbeit) organizes the placements (Bundesagentur für Arbeit, 2012a). 

Heavily hit by the crisis, Hungary implemented several measures to support companies 
and employment. Two were specifically set up to support SMEs, although one had to be 
suspended because of the public budget deficit (EIROnline, 2011f). The other, within the 
Social Renewal Operational Programme (TÁMOP), which is one of the Hungarian 
programmes related to the ESF, looked at retaining jobs with a combination of decreased 
work time and training. Companies could get HUF 2 million to HUF 150 million for training 
and a subsidy to wages: a maximum of HUF 1.3 million per employee. Nevertheless, only 
HUF 4.8 million out of the HUF 20 billion in the fund was used in 2009 (Bálint et al., 2010). 

Poland implemented a training fund in 2009 to support companies with reduced working 
time. Co-financing of up to 80% of training costs could be received from the fund for a 
maximum of six months (up to 12 months for postgraduate studies). Nevertheless, 
implementation has not been as efficient or effective as expected (EIROnline, 2011g). 

The government of Slovenia adopted a new scheme for training (vouchers and co-
financing of employee training) with the second stimulus package in February 2009. This 
voucher training programme included all kinds of training, aiming for greater 
internationalization of the economy. Active employment policy measures also include co-
financing of training employees in micro- and small companies or companies with reduced 
working time (EIROnline, 2011d). 

In 2009, Latvia introduced training vouchers for the programme “Professional training for 
part-time working persons”, which offers professional development to employees in private 
companies where working hours were reduced to at least 20 hours per week as a result of 
the financial crisis or factors related to globalization. Training must be related to the sector 
in which the company operates. 

Eligibility is based on the time the employee has been employed in the company, and the 
limit is set to six months. During the training period, the employee receives a scholarship. 
Training courses last a maximum of six months, after which employees are not eligible to 
re-enter the programme for at least a year. 

The measure is co-financed by the ESF, and the total amount funded for 2009 was € 2.6 
million. The total amount allocated to the programme is € 14 million for the period 2009–
2013. 

The Lithuanian Labour Market Exchange has been restructured in order to increase the 
efficiency of the support (Lithuanian Labour Exchange, 2008). The Exchange offers support 
for jobseekers by providing them with an opportunity to acquire the skills necessary to 
compete and succeed in the labour market. It also pays unemployment insurance benefits 
and helps employers find qualified employees through the largest database for vacancies 
and job seekers. 

In October 2010, the Lithuanian Labour Exchange was restructured. A new working model 
of the regional labour exchanges was introduced and 46 local offices were replaced by a 
more customer-oriented scheme of 10 local labour exchanges, which also operate in almost 
all the municipalities in Lithuania.  
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Each branch has a number of consultants providing services for job seekers and employers, 
and the local labour exchanges manage the administration. It is expected that the new 
management model will facilitate flexible and effective planning as well as the 
implementation of the active labour market policy measures, taking into account the needs 
of employers in the region and responding to labour market. It was anticipated that about 
90% of the employees in the labour exchange would work directly with customers after the 
reform (Gruzevskisand Blaziene, 2011). 

In Lithuania funding has also been allocated to a training project called “Business Start-Up” 
(Pradėk verslą) that provides Lithuanians with free information, consultation and training 
services related to starting a business: i.e., incorporation, accounting, tax, employer’s 
liability, business planning, finance management, etc. 

The Netherlands implemented a series of training activities linked to the short-time work 
programme. In 2009, funding for the STW programme was replenished by € 950 million, 
and the requirements for training were tightened. Employers were required to develop 
individual training plans for employees who were receiving part-time unemployment 
benefits. Training costs would be reimbursed by funds for sectoral training and 
development, which, in turn, receive financial support from the ESF. 

In the United Kingdom (Wales) the ProAct programme was established through a social 
dialogue between various social partners and individual companies (particularly in the 
automotive sector). A financial support package was created to help viable businesses cope 
with the downturn. Basically, the measure is aimed at using non-productive time to up-skill 
staff with a view to preparing for the economic upturn (Eurofound, 2010). 

2.3.3. Labour market reform 

Overview 

Initial responses to the crisis favoured the protection of workers and increased spending on 
social security for training and STW, but as of 2010, there has been a shift towards the 
structural reform of labour markets. While these reforms include some more piecemeal 
approaches to ensuring a better match between supply and demand, increasingly more 
radical reforms are being contemplated and implemented. Resistance to these measures is 
often fierce, coming from groups with vested interests (e.g., taxi drivers protecting an 
oligopoly) and, more generally, from trade unions defending the rights of their members. 
This has led to a debate on the position of insiders and outsiders (those with protected 
permanent jobs vs. those with temporary contracts). Member States such as the Baltic 
countries were early reformers, having felt the effects of the crisis in 2008. More recently, 
fiscal austerity has forced southern European countries to initiate labour market reforms as 
well. 

Experiences across the European Union 

In Belgium, labour market reforms focused on helping workers through job-placement 
cells, the establishment of which was obligatory. Similarly, all workers involved in 
restructuring would be offered improved outplacement support. 

The government of the Czech Republic reacted during the crisis with the implementation 
of some measures with a focus on lowering social-insurance contributions, as well as 
improving the functionality of the health insurance system (CZ Finance Ministry, 2009a). 

The other important change in the labour code includes the possibility of offering 
employment contracts for an unlimited period. Before that, there were only fixed-term 
contracts for a maximum of two years (EIROnline, 2011e). 
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As in many of the other EU-12 Member States, Estonia has changed existing regulations and 
implemented new ones in order to make the labour market more flexible. In July 2009, 
Estonia implemented a new Employment Contract Act (ECA) with the overall aim of making 
the labour market more flexible. It will replace the old Salary Act, Vacation Act and final parts 
of the old Soviet labour code. Some of the key elements of the ECA are (Leinonen, 2009): 

 No permission is needed for collective dismissals. An employer can demand that an 
employee work less during three months of the year and can pay less during that 
time. 

 An employer can no longer force an employee to take vacation time. 

 There are changes in the notice period and severance payments. 

 Unless agreed otherwise, overtime is compensated with free time instead of extra 
pay. 

 As of June 2009, employers will pay 1% unemployment insurance and employees 
2% of the salary (the rates were previously 0.3% and 0.6%, respectively). 

 Employees are not paid for the first three days of sick leave. After that, the 
employer pays the next five days, and from day nine, the health insurance fund 
pays. The level of compensation is 80%. It does not cover parents staying home 
with sick children. 

 No more compensation for confidentiality clauses—unless agreed. 

 If an employee terminates an employment contract within three years of receiving 
training, the employer can claim back the training costs. 

 All employees have a four-month probationary period. 

 Vacation time is based on the calendar year and can be carried over for a maximum 
of one year. 

 A labour inspector's permission is no longer needed for internal work regulations. 

 Employment contracts must be archived for 10 years. 

The Hungarian government implemented support for companies to retain jobs by 
decreasing taxes and social insurance. A new law in 2009 also simplified employment (e.g., 
seasonal work) (EIROnline, 2011f). 

As a result of the financial crisis, Lithuania started discussions on how to amend its labour 
code in order to tackle economic problems (Gruzevskis and Blaziene, 2009, 2011). The 
adoption of the new Lithuanian Labour Code marked an important step forward in the 
regulation of labour relations in the country. 

In July 2009, the first amendments to the Labour Code were adopted, allowing shorter 
periods for notice of dismissal and lower redundancy pay to dismissed employees, to be 
granted in collective agreements. Further, the possibility of longer overtime hours was 
included in the amendments to the Labour Code as well as the settlement of accounts with 
employees after their dismissal from work (Gruzevskis and Blaziene, 2011:9). 

However, these amendments had a limited impact on the flexibility of labour relations, and 
in 2010, an additional set of amendments was implemented, including the possibility of 
short-term employment contracts for newly created jobs. This was intended to create new 
job opportunities by placing fewer obligations on employers, compared to those involving 
permanent employment contracts. This is to stay in force until 1 August 2012. In addition, 
measures were taken in regard to overtime work. 
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In short, the amendments can be divided into four main groups: 

 simplification of some administrative procedures; 

 regulation of fixed-term employment contracts; 

 regulation of the termination of employment; 

 more flexible regulation of business labour relations. 

In Slovakia the government introduced several measures to reduce wage costs (e.g., 
providing an allowance for at least 60% of wages to employers who employ redundant 
employees or an allowance for creating new jobs for registered unemployed persons). Self-
employed individuals can get a temporary reduction of their compulsory contributions to 
social insurance (EIROnline, 2011c). 

In Spain the crisis has seriously affected Spanish SMEs: not only has the growth in 
numbers of SMEs evaporated, but unemployment has also increased very rapidly. The 
number of jobs lost in SMEs is estimated at 1.5 million in the period 2008–2010 (European 
Commission, 2011c). The main reason that Spain lost jobs at a much faster rate than other 
European countries is the importance of temporary employment contracts in the economy 
in combination with dismissal costs that are low in comparison to other countries. The fact 
that temporary employment contracts are especially important in the construction sector, 
which suffered most severely during the crisis, has exacerbated the impact on overall 
employment levels (Bentolila et al., 2010) 

Baylos Grau and Trillo Párraga (2012) found that there are two different periods in Spain’s 
reaction to the crisis. Before May 2010, the emphasis was clearly on social agreement, 
extension of unemployment protection and stable contracts. From the middle of 2010, the 
focus clearly shifted to a reduction of public spending as the key measure to fight the crisis. 
The first package of 26 measures of May 2010 focused on six sectors: housing, business, 
SME support, citizens and consumers, energy and the financial sector (kyero.com, 2010). 
The bulk of the measures to support SMEs focus on access to finance, reform of 
employment relations and reduction of red tape (kyero.com, 2010; Baylos Grau and Trillo 
Párraga, 2012). 

Measures aimed at reforming Spanish employment relations focus on a peculiar aspect of 
the Spanish labour market: the large proportion of temporary employment, especially in 
the construction sector, which was most severely hit and which is seen to have contributed 
to the widespread and massive loss of jobs during the crisis. Specifically, measures are 
aimed at the following: 

 limits on the duration of project-related contract work, which were undefined earlier; 

 improving payments for temporary severance of contracts; 

 vocational training contracts for young workers (18 to 30 years of age) exempt from 
social-security payments. 

Other employment-related crisis measures taken in late 2011 include salary reductions for 
civil servants, a freeze on hiring civil servants (with a few exceptions), a freeze on the 
minimum wage and an increase of the workweek to 37.5 hours. 

Labour market reforms are difficult to implement because they hurt not only vested 
interests, but also the weaker sections of the economy and the population. They therefore 
tend to be postponed until all other measures have been exhausted. Most countries of the 
EU-15 have only recently started reforms, although some Member States started at the 
onset of the crisis.  
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While more flexibility in the labour market is usually the prescribed recipe, it must be noted 
that one of the main reasons for the rapid growth of unemployment in Spain was that a 
large section of the workforce was employed under temporary contracts. In France, by 
comparison, workers were better protected, which resulted in a much slower growth in 
unemployment, at least initially. 

Labour market reforms need to be firmly accepted by social partners (“flexicurity” was not 
always the favourite idea of the unions), and bargaining for such reforms often takes time, 
requiring negotiations that might not contribute to quick reactions. As a result, the 
measures implemented typically involve subsidies or similar incentives for flexibility. 

2.4. Other measures 

2.4.1. Overview 

There has been a wide variety of financial measures implemented to fight the crisis in 
Europe. These have been part of broader packages and have included credit lines, 
guarantees and information services. They often address specific objectives, such as 
innovation and internationalization. Special programmes have been set up targeting SMEs, 
often in the form of micro-credit. 

Experiences across the European Union 

In Austria in November 2008, a first Economic Stimulus Package (Konjukturpaket I) of 
about € 1 billion was implemented, for 2009–2012. This so called “Mittelstandsmilliarde” 
focuses on making it easier for SMEs to get financing (credits, loans, guarantees) (BMWFJ, 
2010). 

The Federal government of Belgium undertook measures to improve access to finance, 
especially for SMEs, and to increase support for the Knowledge Centre for SME Financing 
(CeFiP – KeFik). Loan-guarantee instruments for SMEs were established in the different 
regions: Microcrédit PME in Wallonia, PMV Flanders and BruStart/BruSoc in the Capital 
Region. Additional measures include an ombudsman for SME credit and a loan-guarantee 
instrument for export-oriented activities (European Commission, 2011a:6). Other measures 
aimed at SMEs include low-interest loans for innovative projects and sectors, such as 
Novallia in Wallonia. In Flanders, the TINA fund (Transformation, Innovation and 
Acceleration) was established by the Government with € 200 million. 

In 2008, the government of the Czech Republic communicated an anti-crisis package to 
the European Commission, including some important measures for SMEs. Among these are 
the one-off increase in capital of the Czech Export Bank, the Export Guarantee and 
Insurance Corporation and, especially, the Czech-Moravian Guarantee and Development 
Bank (CZ Finance Ministry, 2009b). 

Start-up and development grants were used as an instrument in Estonia (HEI, 2011), 
operated by Enterprise Estonia and financed by the Estonian government. A budget of 
€ 7.4 million was designated for the grants from the ESF. 

The application requirements will not change, so transferring to the new scheme does not 
create additional administrative work for start-ups (who might have already prepared their 
project proposal based on the former conditions). The switch will make a few things 
simpler. One example is the notification requirements related to EU financing, which will no 
longer be applied, and reporting will also be simpler. There will be no interruption in the 
receipt of applications through Enterprise Estonia’s e-portal. 
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In 2011, the budget of the start-up and development grant scheme was € 4.7 million, 
intended for entrepreneurs who wished to purchase machinery and equipment, develop 
their own brand, create industrial designs for their products or test a product for 
conformity. The scheme is also used to support marketing activities, the purchase of 
software applications and the acquisition of licenses for a patent, utility model, trademark 
or industrial design. 

The maximum possible allocations are € 7000 for the start-up grant and € 32,000 for the 
development grant. Since 2008, approximately 1000 projects have been financed, with a 
total outlay of € 7.4 million from the ESF. 

The foundation of the Economy Fund in Germany was also seen as positive, securing about 
130,000 jobs when 12,200 companies (including about 8000 SMEs) got approximately 
€ 11.5 billion, supported by guarantees (BMWi, 2010). 

The Hungary Current Asset Credit programme was extended to provide subsidies to SMEs 
and to increase the number of beneficiaries. As about 75% of Hungarian companies had to 
operate without credit (compared to the about 15%–20% average in developed countries), 
this programme should improve credit conditions for SMEs. About HUF 50 billion has been 
earmarked for the period 2008 to 2013 (MVZRT, 2007). The increased funds in the New 
Hungary Risk Capital Programme will provide subsidies to SMEs, with a special emphasis on 
establishing new SMEs (EIROnline, 2011f). 

Lithuania created a number of measures for funding businesses: 

 EU aid is used to grant credits (including micro-credits), provide guarantees and 
compensate for interest payments. 

 The Entrepreneurship Promotion Fund was started. It supports such activities as 
entrepreneurship training, loans, etc. 

Slovakia created measures to provide better access to finance for SMEs (such as 
increasing the micro-loan programme) (National Agency for Development, 2010). 

Another measure is aimed at increasing and improving access to funds for SMEs via the 
Slovak Guarantee and Development Bank (Slovak Guarantee and Development Bank, 
2012). A new investment loan for SMEs, funded by resources from the European 
Investment Bank (EIB) with a credit line of € 50 million, finances the investments and 
operational costs of companies up to 250 employees. 

In Spain, the key finance-related measures are taken by the Instituto Crédito Oficial (the 
State Finance Agency). A number of instruments were created in 2010 to address the 
problems of SMEs in accessing funding, and expanded in the following years. Despite 
financial austerity, the Spanish Council of Ministers decided in March 2012 to increase 
financing through the Instituto de Crédito Oficial (ICO) by 15.8% to € 22 billion, and to 
reorient instruments towards the needs of SMEs (ICO, 2012). At the same time, cheaper 
interest rates were made available. The most important instruments aimed at SMEs are the 
following: 

 ICO Directo is a direct lending facility for SMEs and self-employed persons, with 
loans available up to € 200,000. 

 ICO SGR was established to provide resources for investment projects and liquidity 
of enterprises (preferably SMEs) and self-employed persons. The maximum amount 
available to the borrower is € 600,000. 

 ICO-Liquidez services expansion has a maximum amount of € 10 million to facilitate 
financing for small and medium-sized enterprises, especially to cover risks. 
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 Financing was expanded for the development of subsidized housing. 

 ICO Internacionalización provides loans of up to € 10 million to finance foreign 
investments by Spanish companies. 

In the area of improving access to finance, The Netherlands established a programme of 
micro-credits (Qredits) in 2010, involving both the government and a number of banks. The 
credits (of up to € 35,000) are aimed at start-up SMEs and self-employed persons. In 
2010, a sum of € 30 million was made available for the programme. A service to support 
the programme was established by the Micro Credit Foundation with an information website 
and an advisory network. 

2.4.2. Access to markets 

Overview 

Measures designed to help companies access new markets can be seen in national and 
single-market programmes. National measures often target emerging markets or exports to 
other European countries. 

Experiences across the European Union 

In the EU-12 Member States, measures providing consultancies have often been 
implemented to support internationalization (e.g., Czech Republic, Slovenia) (EIROnline, 
2011h). 

In the Czech Republic exports are supported through the Export Guarantee and Insurance 
Corporation, a specialized state-owned export credit agency. Furthermore, the Czech 
Export Bank has introduced special services and programmes for SMEs (e.g., buying 
receivables or providing assistance with exchange-rate risks) (EIROnline, 2011e). 

In Slovenia the government adopted an internationalization programme for enterprises for 
the period 2010–2014, which identifies target markets and key sectors for promoting and 
encouraging internationalization. This programme is directed at companies with export 
potential, with priority given to SMEs, supporting them during entry into foreign markets or 
expanding their operations in foreign markets (EIROnline, 2011d). 

In the United Kingdom in 2010, the skill-development programme Intelligent Exporter 
was introduced in Scotland as a measure to help Scottish businesses increase their 
effectiveness and success in exporting overseas (EIM, 2011b; Scottish Government, 2009). 
Recognizing that exports will be the key driver to the country’s economic recovery, 
Edinburgh Business Development and Scottish Chambers International, in conjunction with 
Scottish Development International and the Scottish Council for Development & Industry, 
have come together in a private- and public-sector partnership to develop this new support 
package, with matching funds from the European Social Fund. 

The aim is to provide specialist support for small and medium-sized businesses that are 
considering international trade for the first time, thereby boosting their chances in the 
global economy. The programme acts as an external export manager and includes the 
following services: 

 training needs analysis; 

 interactive skills development for key staff; 

 delivery of tailored group training courses. 

The total funding for the project is approximately € 9 million, of which € 4 million is from 
the European Social Fund. 
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2.4.3. Conducive business environment 

Overview 

A wide variety of measures have been implemented under this heading. Essentially of two 
different types, they include, first, a series of measures that focus on the simplification of 
procedures to support businesses in the crisis. One-stop shops, abolishing cumbersome 
rules and regulations, simplifying reporting requirements, and electronic tendering are part 
of this group of measures. The second type of measure to support businesses consists of 
subsidies for activities that support labour or have policy priority. These include 
eco-cheques to promote green consumption, subsidies for solar energy and support for 
education. This second type of measure is part of the fiscal stimulation packages common 
in the early years of the crisis. The first type is the kind of reform measure that does not 
require a large budget and will contribute to long-term competitiveness. 

Experiences across the European Union 

In February 2009 in Austria, a second Economic Stimulus Package (Konjunkturpaket II) of 
about € 2 billion was passed, for 2009–2010. This package targeted all companies (not just 
SMEs) with such measures as the following: early depreciation of moveable assets, income 
tax reform, bringing forward comprehensive infrastructure investments for buildings, 
supporting company projects for job creation (€ 150 million for regional employment 
programmes, € 220 million for expansion of short-time work), implementing a free final 
year for children in kindergarten, additional support of R&D, and subsidizing thermal 
insulation of private households and companies. Part of Austria’s 2008 Economic Stimulus 
Package included pushing railway and road transport projects with the intention of 
strengthening SMEs. 

In Belgium, another set of measures taken by the Federal Government and the regions of 
Flanders and Wallonia targeted the reduction of administrative burdens. Belgium is 
characterized by a business environment constricted by regulations at the federal, regional 
and local level, so the reduction of burdensome procedures would help in a crisis situation. 
A one-stop shop for companies (Ondernemersloket) was put in place in Flanders, and in 
Wallonia, a programme to simplify procedures (Ensemble Simplifions) was set up. The 
measures in Ensemble Simplifions were based on a survey undertaken in 2009, which 
identified the most cumbersome procedures that enterprises and other organizations had to 
face in dealing with the regional administration (OECD, 2011a). 

The Belgian government also took a range of measures to support purchasing power. One 
example is eco-cheques, which are vouchers of a maximum of € 250 per employee that can 
be used to purchase products and services of an ecological nature (for energy and water 
savings, sustainable mobility, eco-design, etc.). Meal cheques are a similar measure to 
support both purchasing power and the restaurant sector. Guarantees for minimum wages 
and improved arrangements for commuting to work are also part of the package. 

In Denmark, several initiatives were undertaken to stimulate demand, including actions 
involving the state pension refund, tax reform and funds for renovations, and in 2009, the 
municipal construction framework was increased. The aim of the fund for renovations was 
also to have a direct effect on employment, as it was expected to increase employment in 
the building construction sector. 

Germany planned to reduce the administrative burden for companies by € 97 million in 
2009 with the “Drittes Mittelstandsentlastungsgesetz” (BMWi, 2008). 

Hungary implemented the Complex development program, which provides subsidies to 
SMEs and aims at supporting less-developed regions. 
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The Netherlands took a number of other measures aimed at strengthening the position of 
entrepreneurs, streamlining procedures and reducing taxes. A key measure in the 2011 Tax 
Plan reduced taxes on corporate profits for SMEs from 25.5% to 20%. This was announced 
as a permanent measure, not limited to the crisis period. 

To improve the predictability of the regulatory environment, the Netherlands went for a 
simplification of procedures and made a decision that new laws and procedures can only 
come into effect four times a year (the first day of every quarter). Also, SMEs are given 
more time to implement new regulations. The year 2011 also saw the start of a programme 
to reduce the administrative burden for all companies (not exclusively SMEs). The aim of 
this programme is to reduce costs for companies by more than € 700 million on an annual 
basis (5%–10%). Other measures include online information services, an electronic tender 
network, standardization and simplification of government public procurement procedures, 
and a complaints service on obstacles to trade, run by the Ministry of Economic Affairs, 
Agriculture and Innovation. 

2.5. EU-level measures 

Apart from the crisis measures taken by individual Member States, either in the form of a 
package of measures or stand-alone actions, the European Union has also been active, and 
as a result, SMEs and entrepreneurship can thrive and SMEs can strengthen their 
competitiveness. 

2.5.1. Small Business Act for Europe 

An important step at the EU level was taken by the adoption of the Small Business Act for 
Europe (SBA) in June 2008. Although defined and adopted in the period just preceding the 
first crisis, the SBA provides a comprehensive SME policy framework with a broad number 
of potential policy measures. It was established “to improve the overall policy approach to 
entrepreneurship, to irreversibly anchor the ‘Think Small First’ principle in policy-making 
from regulation to public service, and to promote SMEs’ growth by helping them tackle the 
remaining problems which hamper their development” (European Commission, 2008). The 
SBA aims to provide a level playing field for SMEs throughout Europe. It offers a viable 
framework but does not include an obligation for the Member States to act: they are 
“invited to act”. However, a number of SBA actions are more directly taken up by the 
European Commission. 

The SBA is built around ten principles that should guide the formulation and 
implementation of both European and national measures (see European Commission, 
2008:4): 

 Create an environment in which entrepreneurs and family businesses can thrive and 
in which entrepreneurship is rewarded. 

 Ensure that honest entrepreneurs, who have faced bankruptcy, quickly get a second 
chance. 

 Design rules according to the “Think Small First” principle. 

 Make public administrations responsive to SME needs. 

 Adapt public policy tools to SME needs: facilitate SME participation in public 
procurement and facilitate better use of State Aid possibilities for SMEs. 

 Facilitate SMEs’ access to finance, and develop a legal and business environment 
supportive to timely payments in commercial transactions. 
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 Help SMEs to benefit more from the opportunities offered by the Single Market. 

 Promote the upgrading of skills in SMEs, as well as all forms of innovation. 

 Enable SMEs to turn environmental challenges into opportunities. 

 Encourage and support SMEs to benefit from the growth of markets. 

In terms of policies aimed directly at promoting entrepreneurship, job creation and 
inclusive growth, the SBA holds the following six actions (European Commission, 2008:17): 

 promoting second chances for entrepreneurs by limiting discharge time and debt 
settlement (action to be taken by Member States, part of principle 2); 

 mentoring schemes for female entrepreneurs (action led by European Commission, 
as part of principle 1); 

 social business initiative focusing on companies pursuing social objectives (action led 
by European Commission); 

 identifying best practices to support business transfers (action led by European 
Commission); 

 reduction of the start-up time for new enterprises to three working days and € 100 
by 2012; reduction of the time to obtain licenses and permits to one month by 2013 
(action to be taken by Member States); 

 development of user-friendly and widely supported marketplaces and databases for 
transferable businesses (action to be taken by Member States). 

All these actions are important, but the promotion of a second chance for entrepreneurs 
seeking a fresh start seems particularly relevant in the crisis period. About half of all start-
ups do not survive the first critical five years: in 2009, bankruptcies in the Euro area grew 
by 46% and in 2010, by another 5% (Wymenga et al., 2011). 

There was a first review of the SBA at the start of 2011 (see European Commission, 
2011a). A general conclusion of this first review is that the implementation of the SBA was 
“progressing steadily but more needs to be done”. This especially holds for the actions at 
the level of Member States. Besides an overview of progress on the implementation of the 
SBA, the review identified new needs of SMEs, which have been translated into policy 
actions. Much has indeed changed since the start of the SBA, in terms of both the economic 
context and the new challenges that have arisen. The SBA review specifically proposes to 
intensify the following actions in line with the Europe 2020 strategy (European Commission, 
2011a:6): 

 promoting entrepreneurship, job creation and inclusive growth (directly contributing 
to increasing SME employment); 

 smarter regulation for SMEs; 

 enhancing market access (a broad-based approach); 

 helping SMEs to contribute to a resource-efficient economy. 

2.5.2. The Single Market and SMEs 

The Single Market, based on the free movement of goods, services, capital and people (the 
so-called “four freedoms” enshrined in the European Community Treaty) and further 
enabled by a number of Directives (European Commission, 2012), is critically important to 
SMEs. Market access (in terms of a bigger European domestic market, and easier and 
cheaper business activities across borders) is but one of the advantages of the Single 
Market. Yet, despite significant progress since 1992, the Single Market is not yet complete. 
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Important gaps remain in some areas, with missing legislation, administrative obstacles 
and a lack of enforcement. 

For SMEs, the Single Market has brought considerable progress. But many SMEs have 
difficulty engaging in cross-border activities, for various reasons, and cross-border 
payments are often still seen as burdensome and costly (European Commission, 2011a). 
This also applies to the use of the instruments available to resolve conflicts with customers, 
particularly in e-commerce. Cross-border debt recovery remains an issue, with 60% of 
cross-border debt currently unrecovered. As emphasized by the European Commission, 
more action is needed to help SMEs get access to public procurement. A similar argument 
applies to taking the interests of SMEs into account in the development of standards. 

As highlighted in the SBA review, the Commission will take a number of actions to 
stimulate cross-border activity (European Commission, 2011a:13), including the following: 

 an in-depth analysis of unfair commercial practices in the European Union and, if 
necessary, a legislative proposal; 

 a legislative proposal for a Common Consolidated Corporate Tax Base (CCCTB) with 
a new strategy for value-added tax (VAT) to reduce tax obstacles and administrative 
burdens for SMEs in the Single Market; 

 improving cross-border debt recovery; 

 proposing an instrument of European Contract Law; 

 revision of the European standardization system to ensure that the needs of SMEs 
are addressed; 

 explaining the rules on labelling of origin 

 informing SMEs about the means available to them to protect their legitimate 
interests. 

Member States are invited to implement a number of actions as well, including steps to 
fully implement the European Code of Best Practices to facilitate SME access to public 
procurement and, in close collaboration with the Commission, to enhance electronic inter-
operability in the Internal Market, by ensuring the mutual recognition of e-identification and 
e-authentication across the EU, among other things. 

2.6. Conclusions 

The overview of a wide variety of measures implemented by Member States shows the 
following: 

 Large numbers of different types of measures have indeed been taken. These 
measures were often part of packages of measures, which were sometimes rather 
mixed bags of activities—with little apparent synergy. The assessment of individual 
measures is difficult because of interactions with other measures in packages and 
because very few evaluations have been done. 

 In the response to the crisis, there have been two clear phases: an expansionary 
phase up to 2010 and, after that, an emphasis on fiscal austerity. Most of the initial 
stimulus packages are now over or have been scaled back, as many countries now 
face severe budget cuts. The “first phase” Keynesian measures, such as STW, may 
therefore have little relevance for the future. 
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 The STW schemes in different countries vary widely in their specific arrangements in 
regard to scope, coverage, budgets, specific benefits paid and duration. In most 
countries, social partners have an influential position in the implementation. 
Measures in the EU-12 member states are often new, while, in some EU-15 
countries, they were an extension of existing instruments. In EU-12 member states, 
the European instruments (structural funds) provide the main foundation for 
implemented measures (operational programmes). 

 All STW programmes are part of large packages of measures that include finance, 
training, labour market changes, etc. The measures implemented were usually 
provided only through the years 2009 to 2011, and have not been targeted only at 
SMEs but to all companies. Based on limited country information, SMEs made little 
use of STW schemes. In all likelihood, given the prolonged nature of the crisis and 
the severe budgetary constraints that most EU governments are now facing, there 
will be no further STW programmes in the near future. Even though all these 
schemes ended by 2012, few systematic evaluations have been undertaken. 

 While STW schemes have been successful in addressing short-term over-capacity, 
their long-term use may be more problematic, because of both their high cost and 
the fact that they support jobs that are not viable in the long run, therefore possibly 
postponing the necessary restructuring process. 

 A wide variety of training and skill-development programmes have been used in the 
crisis. They differ in content, nature and orientation. Company-oriented training has 
been most popular, but training aimed at generic skills (e.g., computing, languages) 
has also been used. 

 Sometimes training is compulsory for beneficiaries of STW schemes; in other 
countries it is voluntary. Effective training programmes require preparation time and 
a sustained effort and may therefore not work as a short-notice anti-crisis tool. This 
could be a reason for the quite successful German Pact on Apprenticeship, which 
existed long before the crisis and which also involves Mittelstand companies. In 
general, however, SMEs were not major beneficiaries of crisis-related training 
programmes. 

 Training/qualification measures are an instrument with a longer term orientation 
than STW. Their benefits as an immediate crisis instrument may be limited, but the 
rationale for training programmes everywhere has been that they prepare a 
temporarily underused resource to be more effective when growth returns. Many 
companies were also reluctant to dismiss people because they expected tight labour 
markets in the years ahead when growth was expected to return and the effects of 
an aging workforce would tighten labour supplies. 

 Funding for training and skills development comes from national governments and 
EU structural funds, especially the ESF. In EU-12 Member States, most of the 
training and skill programmes are related to European instruments. 

 Labour market reforms are difficult to implement because they tend to hurt not only 
vested interests, but also the weaker sections of the economy and the population. 
They therefore tend to be postponed until all other measures, including subsidies, 
are exhausted. Most countries of the EU-15 have only started reforms quite 
recently, while some Member States started at the onset of the crisis (e.g., the UK, 
which did not have any STW measures). Forced by severe austerity programmes, 
countries such as Spain, Greece and Italy are now pushing through labour market 
reforms that were unthinkable a few years ago. 
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 More flexibility in the labour market is usually the essence of the prescribed policy 
measures. But it should be noted that one of the main reasons for the rapid growth 
of unemployment in Spain was the large proportion of the workforce that had 
temporary contracts. In France, by comparison, workers were better protected, 
which led to a much slower growth in unemployment, at least initially. 

 Successful labour market reforms need substantial involvement from and 
acceptance by social partners. Bargaining processes in a crisis situation are often 
only successful if some form of support can be made available for the affected 
group, but this is becoming increasingly difficult because of the prolonged nature of 
the crisis. 

 Improving access to financing has been a measure employed by many countries as 
part of crisis-fighting packages. This is an area where programmes have been 
specifically targeted at SMEs in countries such as Spain, the Netherlands and 
Slovakia, using the model of micro-credits. While a large number of measures have 
been implemented, there are as yet no evaluations of their success as an instrument 
in the crisis. But, while many other measures are not easily accessible to SMEs or 
may not directly address their needs, access to financing is directly relevant and can 
be implemented quickly. 

 Improving access to markets has often taken the form of activities that promote 
exports. In many countries, such programmes were already in existence before the 
crisis and, in some, their scope and size has been extended. In the Czech Republic, 
for instance, SMEs benefitted from an expanded programme that provided export 
guarantees and related insurance, which was aimed at SMEs. Training programmes 
aimed at SMEs exporting for the first time, such as the Intelligent Exporter 
programme in Scotland, are also worth mentioning. 

 Another set of measures taken by many Member States has to do with the creation 
of a conducive business environment. Under this heading, a wide variety of 
measures have been implemented and are essentially of two different types: first, 
there has been a series of measures that focus on the simplification of procedures to 
support business in the crisis, such as one-stop shops, abolishing cumbersome rules 
and regulations, simplification of reporting requirements and electronic tendering. 
Sometimes these measures are specifically aimed at SMEs, such as in the 
Netherlands where a number of rules were relaxed for SMEs. These are measures 
that do not require large budgets, and will contribute to long-term competitiveness. 

 A second type of measure to improve the business environment for SMEs is part of 
the fiscal stimulation packages that were common in the early years of the crisis. 
They consist of subsidies for activities that support labour or have policy priority, 
such as eco-cheques to promote green consumption, subsidies for solar energy and 
support for education. These measures often benefit SMEs, especially when aimed at 
building and maintenance. 

 EU-level policies in the context of the Small Business Act for Europe have had an 
impact in a number of countries. The significance of the SBA is that it provides a set 
of sound principles for addressing the needs of SMEs across different countries, as 
well as a framework against which member states can assess their performance in 
relation to others. SBA principles, such as improving the business environment, 
have been highly valid during the crisis and will continue to be when the economic 
recovery takes place. 
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3. SHORT-TIME WORKING MEASURES 

KEY FINDINGS 

 A substantial number of countries implemented Short-time Work (STW) schemes, 
or strengthened existing schemes as an important tool to address employment 
levels during the crisis. The analysis of the impact of STW measures on 
employment and company performance provides mixed results: 

 STW measures have played an important role in maintaining jobs for 
employees with a fixed contract. In countries where these measures have 
been implemented “on a large scale”, the increase in the number of 
unemployed persons has been limited. Without STW measures, the decrease 
in employment for employees with a fixed contract would have been 0.1% to 
1.3% higher. 

 According to the Economic Outlook (OECD, 2010a), job maintenance was 
highest in absolute terms in Germany (200,000 jobs saved because of STW 
measures) and in relative terms in Belgium (with a decrease in employment 
because of STW measures that was 1.3% less than it would have been 
without such tools), Finland and Italy (both with 0.75% less). In countries 
with structural labour market problems, such as Ireland and Spain, STW 
measures are not effective. 

 According to De Groot et al. (2012), however, at an instrument level, “there 
is no indication of negative or (large) positive effects”. 

 An analysis of long-term effects on employment further indicates that, after 
the STW programmes have stopped, the number of personnel discharges 
increases. 

 Most countries eliminated STW measures at the end of 2010, as prolonged use 
would limit their effectiveness and impede restructuring of the labour market 
because such measures sustain jobs in industries where there are structural 
problems of competitiveness. Continuation of the STW programmes would also 
have large budgetary implications. 

3.1. Introduction: the concept of STW measures 

In relation to the financial and economic crisis that hit the European economy in 2008, STW 
measures are important because they were the most widely applied policy measure 
immediately after its onset. STW measures formed the core of stimulation packages in 
many Member States. 

The crisis deepened an already downward cyclical trend, and subsequently initiated one of 
the most virulent recessions in decades (OECD, 2010a). Stabilizing the economy required 
governments to act with great urgency and to respond with drastic measures. A substantial 
number of countries subsequently implemented STW schemes around 2008, or 
strengthened existing schemes, as an important tool to address employment levels during 
the crisis. 
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STW measures “are public schemes that are intended to preserve jobs at firms 
experiencing temporarily low demand by encouraging work-sharing, while also providing 
income support to workers whose hours are reduced due to a shortened workweek or 
temporary lay-offs” (Hijzen and Venn, 2011).  

An essential feature of such a scheme is that the contract of an employee with the firm is 
maintained during the crisis period, when work times are shortened or suspended. 

The objective of STW schemes is to protect employers as well as employees against the 
effects of compulsory redundancies. In practice, layoffs affect not only workers (who lose 
their source of income), but also firms (which lose qualified personnel). 

As Hijzen and Venn (2011) indicate, “a well-designed STW scheme can promote both equity 
and efficiency: i) equity, by sharing the burden of adjustment more equally across the 
workforce; and ii) efficiency, by preventing transitory factors from destroying valuable job 
matches.” Implementation of STW schemes could, however, have a disruptive impact on 
the functioning of the labour market because of the effects of deadweight and 
displacement, which might subsequently reduce their cost-effectiveness. Deadweight 
effects occur when financial support provided by STW schemes is allocated to jobs that 
would have been retained in the absence of the subsidy. In such a case, the support has 
not limited the total loss of jobs. According to Hijzen and Venn (2011), “This may occur 
when firms have sufficiently strong incentives to retain redundant workers during the 
period of reduced output demand or when private arrangements between social partners 
are employed to limit job losses (e.g. time-banking).” Displacement effects occur when the 
financial support is used to support and maintain jobs that would have been lost anyhow, 
regardless of the economic downturn. The implication of supporting these superfluous 
positions is that “they lock workers into low-productivity job matches and thus represent a 
barrier to job creation and efficiency-enhancing labour mobility”.  

After a brief recovery of the world economy after the financial crisis of 2008, macro-
economic indicators suggest a second downturn (i.e., the infamous “double dip” [OECD, 
2012c]). Governments are subsequently struggling with the question of whether or not to 
implement or intensify STW measures. Most countries eliminated these measures at the 
end of 2010, as prolonged use would limit their effectiveness and impede restructuring of 
the labour market. But most important, the budget required to implement such a scheme 
is, in most countries, no longer readily available. Governments are, in this second crisis, 
looking for other (cheaper) ways to maintain employment levels and create economic 
growth. 

In Section 3.2, we provide an overview of the different modalities of support provided in EU 
and OECD countries. In section 3.3, we assess the effectiveness of STW programmes. In 
Section 3.4, we will describe STW measures in detail for a selection of countries, namely 
the Netherlands, Germany and Italy, as they are the most striking examples in Europe 
considering duration, size or evaluation of their impact. We complement these cases with a 
description of Belgium and the Czech Republic.  

3.2. STW measures and the crisis: modalities of support 

STW measures have been widely adopted in the EU as a tool to save jobs. Even before the 
onset of the financial crisis, countries like Spain, Italy, Germany, Belgium, Portugal, France, 
Austria, Finland, Denmark, Luxemburg and Ireland had implemented specific STW tools. In 
many of these countries, eligibility criteria have been broadened and tools have been 
extended in order to address the immediate impact of the economic downturn.  
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In the Netherlands, Poland, Hungary, the Czech Republic, Romania, Bulgaria, Latvia, 
Lithuania, Slovenia and Slovakia, new measures were launched, many of them temporary. 
Only in Greece, Sweden and the UK have there been no such dedicated measures (OECD, 
2010b, 2011b; Arpaia et al., 2010; De Groot et al., 2012; EFILWC, 2009). 

The intensity of the use of these measures in the different Member States can be reflected 
in the proportion of participants in short-time working schemes in comparison to the total 
number of employees.  

Figure 5 shows the average monthly uptake of STW measures for a selection of EU and 
OECD countries for different years. As indicated, Member States with the highest uptake 
are Belgium, Italy, Germany and Ireland. 

The modality of STW measures differs for the different Member States. We adopt a 
framework as introduced by OECD (2010b) and Arpaia et al. (2010) to describe this 
difference according to four different dimensions: work-sharing requirements, eligibility 
requirements, conditionality and generosity. 

Figure 5: Average monthly STW take-up rate in selected years 

 
Source: Administrative data from the OECD-EC questionnaire and the OECD Main Economic Indicators (OECD, 

2011c). 
Note:  Countries are shown in ascending order of the share of participants in STW schemes in 2009. 
 
3.2.1. Work-sharing requirements 

Work-sharing requirements specify how work-time reductions are to be distributed across 
the workforce of participating firms, including setting a minimum number or share of 
workers who must participate or putting limits on the minimum or maximum number of 
hours to be reduced. Almost all EU Member States allowed for full coverage of working 
hours during the 2008–2009 recession (with the exception of, for example, Austria with 
90% coverage, and Luxemburg and the Netherlands with 50%). A large number of Member 
States did not set a limit to the minimum permissible reductions in weekly work hours 
(e.g., Belgium, Czech Republic, France, Italy, Luxembourg, Poland and Portugal). Other 
countries, such as Austria (10%), set a threshold. For the Netherlands and Hungary it was 
20%; for Finland, 25%; Spain, 33%; and for Denmark and Ireland, 40% (OECD, 2010b, 
2011b; Arpaia et al., 2010; De Groot et al., 2012; EFILWC, 2009). 
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3.2.2. Eligibility requirements 

Eligibility requirements set conditions that employers had to meet in order to apply for the 
STW scheme. Examples include proof of economic need (such as minimum reduction in 
production or business activity) or an agreement between the social partners (employers' 
association and trade unions). The idea behind this requirement was to limit deadweight 
losses. An additional eligibility requirement is that sometimes the employee should qualify 
for receiving unemployment benefits. An overview of the specific eligibility requirements is 
given in table 8 for a selection of EU Member States (Hijzen and Venn, 2011). 

3.2.3. Conditionality requirements 

Conditionality requirements set behavioural requirements for both employers and 
employees participating in the STW measures. Sometimes firms as well as workers are 
urged to increase their competitiveness through training and redefinition of their strategy 
(recovery plan). In order to limit displacement effects, firms are sometimes not allowed to 
release workers participating in an STW measure for a certain period after the support has 
been terminated. Employees are further required to look for alternative positions. An 
overview of the specific conditionality requirements is given in table 8 for a selection of EU 
Member States (Hijzen and Venn, 2011). 

Table 8: Eligibility and Conditionality Requirements for STW Schemes in a 
Selection of EU Member States 

Eligibility requirements Conditionality requirements 

Country 

Firm must 
provide 

justification 
of 

economic 
need 

Social 
partner 

agreement 

Participating 
workers 
must be 

eligible for 
unempl. 
benefits 

Compulsory 
training 

Recovery 
plan 

No 
dismissal 

Job-search 
requirement 

for 
employee 

Austria Yes Yes No No No Yes No 

Denmark No Yes No No No No Yes* 

Finland Yes Consult Yes No No No Yes 

France Yes Yes No No No Yes No 

Ireland No No No No No No Yes 

Hungary Yes No No Yes No Yes No 

Ireland No No Yes No No No Yes 

Poland Yes Yes No No Yes Yes No 

Luxembourg Yes Yes .. No Yes No .. 

Portugal .. .. .. Yes No No .. 

Romania .. .. .. No No No No 

Slovakia Yes Yes No No No No No 

Spain Yes No No No Yes No Yes 

Source: Based on OECD (2010b, 2011b) and Arpaia et al. (2010). 
*Only when receiving an unemployment benefit. 
.. Not available 
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3.2.4. Generosity 

The generosity of an STW scheme also differed among the different Member States. In 
countries like Belgium, Canada, Denmark, Finland, Ireland and Spain, the cost of the hours 
not worked by the employee were completely covered by the government. In other 
countries, companies had to contribute at least part of the cost. The highest contribution 
was required in Sweden, where firms paid 45%-50% for hours not worked. In France, the 
cost varied from 38% for small firms to 40% for large firms. In Poland, the cost varied from 
6% for hours reduced (with training) to 12% for work stoppages to 20% for hours reduced 
(without training). 

Also the income received by employees differed among the Members States. In general, 
60%-100% of the salary was guaranteed for the hours covered by the STW measure, 
which, in practice, equals (or is slightly higher than) the replacement rate for initial 
unemployment benefits.  

When combining income from hours worked with STW allowances, short-time workers 
generally had considerably more income than if they had been made redundant and were 
relying only on unemployment benefits (Hijzen and Venn, 2011). 

The duration of the support provided by the STW schemes also varied. The maximum 
support in most countries was limited to two years, with an exception for Finland, where 
the duration is unlimited. Belgium had the lowest duration, ranging from one to 12 months 
(depending on the target group) and annual hours actually worked per person. 

3.3. Effectiveness of STW schemes 

Our literature review confirms that “There are … very few empirical studies on the 
macroeconomic effects of STW and on the relationship between short-time work benefits 
and job reallocation at the industry and firm levels....” and that “there is little theoretical 
work on … those design features of STW which are bound to improve its performance in 
containing wage deflation and reducing excessive layoffs” (Boeri and Breuker, 2011). In 
this section, we summarize the generic results of existing research and complement it with 
some specific conclusions concerning Member States. Detailed information on the 
effectiveness of STW measures in countries selected for the case studies is presented (as 
available) in the next section. 

Hijzen and Venn (2011) and OECD (2010b) estimate the impact of STW measures in OECD 
countries on employment, working hours and wages during the 2008–2009 recession. It 
should be noted that these studies only analyse short-term job losses and do not address 
deadweight losses. Results indicate the following: 

 STW measures have played an important role in maintaining jobs for employees 
with a fixed contract. In countries where these measures have been implemented 
“on a large scale” (OECD, 2010a), the increase in the number of unemployed 
persons has been limited. This result is confirmed in Boeri and Breuker (2011). The 
OECD results indicate that, without STW measures, the decrease in employment for 
employees with a fixed contract would have been 0.1%–1.3% higher. There is, 
however, no insight in the displacement effect of STW measures. 

 While the implementation of STW measures resulted in a decrease in the average 
number of work hours of employees with fixed contracts, no indication has been 
found that STW measures have had an impact on the retention of jobs or the 
number of work hours of employees with flexible contracts.  
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It is subsequently argued that STW tools have further segmented the labour market 
for employees with fixed vs. flexible contracts. 

 Job maintenance was highest in absolute terms in Germany (200,000 jobs saved 
because of STW tools) and in relative terms in Belgium (with a decrease in 
employment that was 1.3% less than it would have been without STW measures) 
and in Finland and Italy (both 0.75% less). In countries with structural labour 
market problems, such as Ireland and Spain, STW measures have not been 
effective. 

 The decrease in the overall average number of working hours is limited for Europe in 
comparison to, for example, the US. The drop in labour productivity levels, however, 
was more intense in Europe. 

 The impact of STW measures on employment and on the decrease in number of 
hours worked has only been found for those countries that already had a tool active 
in the period before 2008–2009. 

 STW measures have no significant impact on wage movements. 

 The design of the STW measure has an impact on the effectiveness of the tool. Strict 
requirements and low generosity have a positive effect on cost efficiency, but lead to 
a low use of the tool by employees who might actually need the support. 

Calavrezo et al. (2009) have analysed the effects of STW measures on long-term 
employment. They found that, after such a tool is terminated, the number of forced layoffs 
increases. And the longer the use of STW schemes, the higher the number of discharges. 
They argue that the use of these tools is an indication for future layoffs, and that STW 
schemes merely postpone the release of employers. Based on this, it is further argued that 
the implementation of STW schemes, especially over longer periods, hampers the 
restructuring of the labour market because it sustains jobs within industries with structural 
problems around competitiveness (De Groot et al., 2012). 

3.4. Country case studies 

3.4.1. Italy 

The financial crisis and the subsequent economic downturn seriously affected the Italian 
economy, resulting in negative GDP growth of 6.76% in the period 2007–2011. An 
immediate way out of this period of economic downturn is also not imminent, as Italy slid 
into another recession in the fourth quarter of 2011 (OECD, 2012a). 

This recent setback might be aggravated by the drastic but very necessary budget 
constraints imposed by the Monti administration to address the vast public debt (126.8% of 
GDP in 2010) and continuing government deficit (-4.5% of GDP in 2010) (OECD, 2012b). It 
should be noted, however, that the largest share of the Italian public debt is owned by its 
national subjects, and that relatively high levels of private savings and low levels of private 
indebtedness are seen as making it the safest among Europe's struggling economies. 
Planned budget constraints should bring the public budget deficit down to 2.7% in 2012. 

The Italian national government has not implemented new measures addressing the 
employment arising from the recent crisis (De Groot et al., 2012). But the economic 
downturn has resulted in an increased use of support ensuing from a specific and dedicated 
fund entitled Cassa Integrazione Guadagni (Wage Guarantee Fund, or CIG). This fund had 
already been established with Law No. 1115 in 1968, and has since been governed by a 
series of revised laws.  
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The CIG provides support to various sectors (e.g., industry, construction, agriculture) by 
contributing to the salaries of employees by means of two different modalities of funding 
(see table 9 for details):5 

 Payments under Cassa Integrazione Guadagni Ordinaria (ordinary intervention, 
CIGO) are granted to workers who have been laid off (partially or completely) 
because of “immediate circumstances which cannot be blamed either on the 
employer or on the employees, or because of temporary market situations”. The 
measure provides support to blue- and white-collar workers, including managers, in 
the industrial sector and in construction and building-supply (for weather-related 
reasons), but not senior executives, home workers or apprentices. 

 Payments under Cassa Integrazione Guadagni Straordinaria (special intervention, 
CIGS) are granted to workers who have been laid off (partially or completely) 
because of “company reorganization, restructuring or conversion, or a company's 
economic difficulties that are of particular social importance as regards local 
employment”. The measure covers workers in industrial businesses with more than 
15 employees, commercial enterprises with more than 50 employees (apprentices 
excluded) and publishing companies, service/craft and co-operative enterprises with 
more than 15 employees. 

The use of CIG in the previous and current crisis has been considerable, based on an 
analysis of the hours authorized for support under the different schemes in recent years 
(see figure 6). The estimated impact of CIG on employment and hours worked is in line 
with the general conclusions of Hijzen and Venn (2011) and OECD (2010b). 

The CIG was originally intended as a means of temporary income protection for employees, 
in the expectation that the company would soon resume normal activity. But it has 
gradually been extended to cases in which there is no prospect of a return to the normal 
production and work pattern, so it has, in fact, become an expensive welfare instrument for 
labour surpluses (Arpaia et al., 2010). 

Figures show a decrease in employment starting immediately after the beginning of the 
financial crisis (see figure 7). As argued in Borghi (2012):  

The crisis has hit Italy hard in employment and social terms; however, the need for fiscal 
consolidation has reduced the government's room for manoeuvre in combating the crisis. This 
trade-off became even more severe from the summer of 2011, when the speculative global 
market attack on Italy made it imperative to adopt drastic measures.  

 

                                          

5 Other smaller initiatives aimed at supporting employment are implemented in Italy (Arpaia et al., 2010): 
 A system on the regional level of sectoral funds to help retain jobs and prevent dismissals in small 

businesses and craft firms that do not have access to the CIG. These funds provide specific subsidies to 
workers in the case of a reduction or suspension of working hours,  

 Under Law No. 863 of 19 December 1984 and Law No. 236 of 18 July 1993, so-called Contratti di 
Solidarietà (solidarity contracts) have been implemented. These company-level agreements are based on 
solidarity among employees who agree to reduce their working hours (with a corresponding reduction in 
salary) in order to avoid layoffs. In this case, the income support disbursed by the State is equal to 60%–
75% of the pay lost because of the reduction in working hours, and it lasts for a period of 24–36 months. 
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Table 9: Characteristics of CIG 
Work-sharing requirements 

Minimum number/proportion of 
workforce participating 

Minimum hours reduction Maximum hours reduction 

No 0% 100% 
Eligibility 

Firm must provide justification of 
economic need 

Social-partner agreement 
Participating workers must 
be eligible for unemployment 
benefits 

Yes. The request for CIGO must be 
made no less than 25 days before the 
last payment to the National Institute 
for Social Protection, which delivers the 
authorization. For CIGS, a request must 
be made to the Ministry of Labour no 
less than 25 days before the last 
payment; a Decree follows. The CIGS 
cannot be used by a company that is 
simultaneously using the CIGO, and is 
contingent on a plan (approved by the 
Ministry of Labour) for resuming activity 
and protecting jobs. 

CIGO: no 
CIGS: Consultation  

No 

Conditionality 

Compulsory training 
Recovery 
plan 

No dismissal 
Job search requirement 
for employee 

No Yes No No 
Generosity 

Maximum duration 
Subsidized 
training 

Cost to employer for hours not 
worked 

Employee receives for 
hours not worked 

CIGO: 3 consecutive 
months, renewable up to 
12 months (24 months 
in specific areas of the 
country). 
CIGS: up to 24 months. 
CIGO + CIGS all 
together maximum 36 
months in a period of 5 
years. 

Yes 

Financed by the employer, by the 
state in case of necessity, as well 
as by employees in the case of 
the CIGS (0.30% of pay). 
Employers pay basic contributions 
of 1.90% of wages (if firms with 
up to 15 employees) and 2.20% 
of wages if more than 15 
employees, plus an additional 
contribution, due by companies 
using the CIG (8% of wage 
compensation paid to employees 
(4% for companies up to 50 
employees) in case of CIG, and 
4.5% of wage compensation (3% 
for companies up to 50 
employees) in case of CIGS for 
the first 24 months, then 9%, and 
6% for smaller companies). The 
employer and employees do not 
pay SSC for non-worked hours. 
Yet, periods under CIG count as 
employment and are taken into 
account for cumulating pension 
and sickness rights. 

80% of previous 
earnings with threshold 
decided yearly by 
National Institute for 
Social Protection  
(in 2010: 
€ 840,81 net/month for 
workers with monthly 
salary below 
€ 1.931,86 and 
€ 1.010,57 net/month 
for workers with higher 
salary). 

Source: Based on OECD (2010b, 2011b) and Arpaia et al. (2010). 
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Figure 6: Use of CIG in recent years 

 
Source: INPS (n.d.). 
 
 
Figure 7: Employment in Italy for a selection of years 

 
Source: ISTAT (2011). 
 
A major challenge for the Monti administration is therefore the further reform of the rigid 
employment laws protecting employees with a fixed contract. These laws also hinder job 
mobility (labour migration from south to north) and upward mobility. Government 
representatives subsequently argue that “existing laws discourage companies from hiring 
staff, hinder investment and condemn large numbers of young people to insecure, low-paid 
work, while older workers remain insulated in jobs for life” (Reuters, 2012). As a 
consequence, youth unemployment in Italy hovers at 31% (compared to the EU average of 
22.4%), 10 percentage points higher than five years ago. Italy’s national jobless rate, 
based on those still actively looking for work, is 9.2% (ISTAT, 2011). 

3.4.2. The Netherlands 

The financial crisis initiated an unprecedented but also unexpected downturn in the Dutch 
economy. In the first half of 2009, the Netherlands faced negative GDP growth of 4% in 
comparison to the same period a year before, with total negative growth in 2009 
amounting to 3.5%.  
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This downturn was accompanied by an increasing level of unemployment of 4.1% in 
February 2009 to 5.8% in February 2010. In comparison to other Member States, 
unemployment levels in the Netherlands are still low at 5.2%, compared to EU-27 with 
10.3% (EUROSTAT, 2012). 

In order to address the impact of this economic downturn, the Dutch government 
implemented two new and dedicated STW schemes: the Regeling Bijzondere 
Werktijdverkorting (WTV), which ran from 30 November 2008 to 21 March 2009, and its 
successor the Deeltijd Werkloosheidwet (Deeltijd-WW), from 1 April 2009 to 1 July 2011 
(see table 10). 

Table 10: Characteristics of WTV and Deeltijd-WW  
Work sharing requirements 

Minimum number/proportion of 
workforce participating 

Minimum hours reduction Maximum hours reduction 

No 20% 
WTV: 100% 
Deeltijd-WW: 50% 

Eligibility 

Firm must provide justification 
of economic need 

Social-partner agreement 
Participating workers must be 
eligible for unemployment 
benefits 

WTV: decrease in turnover by 
30% over two months (starting 
1 September 2008), compared 
to two preceding months. 
Deeltijd-WW: No  

WTV: yes (if more than 20 
employees with union; 
otherwise, with employee 
representatives from the firm). 
Deeltijd-WW: no.  

Yes  

Conditionality 

Compulsory training Recovery plan No dismissal 
Job search requirement 
for employee 

Yes  No  Yes  No 
Generosity 

Maximum duration Subsidized training 
Cost to employer for 
hours not worked 

Employee receives for 
hours not worked 

Benefits are initially 
paid for 13 weeks, with 
two extensions of up to 
26 weeks each 
possible. Maximum 
duration also depends 
on date of entry into 
the scheme and 
number of employees 
taking part. More 
employees imply 
shorter duration. 

No  

Training costs. 
Employers often pay 
difference between 
unemployment benefits 
and normal wage to 
employees 

Unemployment benefits 

Source: Based on OECD (2010b, 2011b), Arpaia et al. (2010), De Groot et al. (2011) and contacts with the Dutch 
Ministry of Social Affairs. 
 
The total WTV budget was € 100 million. In total, 926 firms have used the measure, for 
44,460 employees (0.57% of the total working population). The total budget of Deeltijd-
WW amounted to € 360 million, with 7,836 companies using it for 77,430 employees 
(0.99% of the total working population). 

The Centraal Plan Bureau (Central Planning Agency for Economic Policy Analysis) estimated 
that Deeltijd-WW decreased the average unemployment level by 0.1%–0.2%. Hijzen and 
Venn (2011) estimate that Deeltijd-WW saved 5000 to 6000 jobs in 2009.  
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The recurrence of the economic downturn triggered some political pressure/initiatives for 
the reestablishment of STW schemes. In addition, because of requirements concerning 
policy evaluations within the Dutch parliamentary system, both STW schemes have been 
subject to a thorough econometric assessment on use, effectiveness and efficiency, as a 
basis for a decision on future use. The results of the evaluation can be summarized as 
follows (De Groot et al., 2012):6 

 The analysis shows that firms participating in the STW schemes were hit more 
severely by the economic crisis than those that did not receive any kind of support 
from either WTV or Deeltijd-WW.7 This implies that the measures used have been in 
line with their purpose. 

 The econometric analysis indicates that there is no significant effect from the WTV 
and Deeltijd-WW on turnover in the participating firms, or the retention of 
employees. This implies that concerning these STW measures, “there is no indication 
of negative or (large) positive effects” (De Groot et al., 2012). 

 This conclusion contradicts what Hijzen and Venn (2011) and OECD (2010b) show, 
most likely because these studies do not analyse participating firms and a control 
group of non-users for a specific STW scheme, as De Groot and Venn (2012) did. 
Instead, they compare countries that have implemented STW schemes with those 
that have not. On a micro-level, the results of De Groot et al. (2012) therefore seem 
more plausible and accurate. 

 Based on the questionnaire, firms using WTV/Deeltijd-WW indicate that retaining 
knowledge and experience was the most important reason to keep personnel when 
there was no work available for them. Positive expectations about an economic 
recovery also stopped them from laying off workers. In addition to the STW 
schemes, these firms took other measures to cope with the economic crisis, such as 
postponing investments and further rationalizing costs not related to personnel. 

 Seventy-four percent of the firms participating in the WTV indicated that they would 
have laid off personnel without this support. For the Deeltijd-WW, this is 78%. 
However, only 34% of the employees of these firms believe that they would have 
lost their job without these schemes: 35% of the employees under WTV and 28% 
under Deeltijd-WW think they could have kept their job anyway. 

 Training for employees was conducted as part of WTV at 70% of the participating 
firms, and 73% of the employees considered this training useful. For Deeltijd-WW, 
these percentages are 82% and 76%, respectively. However, in an interview with an 
anonymous employee (Willems, 2012), it was suggested that there was fraud in 
regard to the support for training under the STW schemes: hours that were booked 
as training were actually used for normal production. 

 The majority of the firms participating in the STW schemes indicated that meeting 
the conditions and requirements for support was feasible. Employees have 
subsequently been very positive about the measures (Willems, 2012). 

                                          

6  The evaluation included a survey of 700 firms and 1200 employees regarding their view on/experience with 
WTV and DeeltijdWW. An additional 15 face-to-face interviews were conducted with representatives from the 
relevant social partners. The results of the econometric analysis form the basis of “the net effectiveness” 
evaluation of both measures. The econometric analysis differs from comparable existing studies in that it 
includes a control group of non-users to address the deadweight effects.  

7  This is also reflected in the fact that firms involved with the schemes represent those sectors that have 
suffered most from the economic crisis: industry is represented more than the service sector. 
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3.4.3. Germany 

The German economy was hit hard and rather unexpectedly by the 2008–2009 crisis, but 
recovery set in almost immediately, driven by exports and an increase in domestic demand. 
Predictions for the immediate future are optimistic about the sustainability of the recovery 
(see figure 8) (OECD, 2012a). 

The German labour market held up very well during the 2008–2009 recession. The 
unemployment rate rose only moderately in the wake of the global financial crisis before 
resuming its downward trend and, at 6.2% (ILO definition), it is now significantly below its 
pre-crisis level (see figure 9). In comparison, the OECD average unemployment rate 
increased much more sharply during the recession (OECD, 2011c). The current levels of 
unemployment in Germany are again below the EU level, at 5.4%, compared to 10.3% for 
the EU-27 (EUROSTAT, 2012). 

Figure 8: GDP and contributions to quarterly growth (%) for 2007–2011, with 
projections for 2012–2013 

Source: OECD (2011c). 

 
Germany had already had a dedicated instrument addressing temporary job loss since the 
1950s, established with, and regulated under, the Sozialgesetzbuch III (Social Law Book 
[SGB] III) (Sozialgesetzbuch, 1998). This short-time compensation programme 
(Kurzarbeit) addresses three types of non-structural unemployment (Arpaia et al., 2010):8 

 Seasonal short-time work is targeted at construction and the agricultural sector in 
order to compensate for reduced work time due to adverse weather conditions 
(§175 SGB III). 

                                          

8  During 1990 and 1991, a special form of STW was used in areas of the former German Democratic Republic, 
but since 1992, the West German programme has been used in all areas of the unified Germany. 
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 Transfer short-time work is used in sectors and companies with a foreseeable 
permanent decline in the volume of work and is usually combined with retraining of 
the affected workers, support for self-employment or other programmes (§ 216b 
SGB III). 

Figure 9: Unemployment rate during the recent downturn: Germany and the OECD 
average 

Source: OECD (2012d). 
Note: Percent of total labour force; seasonally adjusted data. 
 

 Cyclical short-time work compensates for the temporary reduction of work time due 
to a significant reduction in “business activity” (§ 169 ff. SGB III). Cyclical short-
time work allows firms to retain staff (that would have otherwise been made 
redundant) in an economic downturn, enabling the retention of specific human 
capital and knowledge. 

 Of relevance for this analysis is the cyclical short-time compensation 
(Kurzarbeitergeld). These benefits are granted in cases of unavoidable and 
temporary reductions in normal working hours that affect at least one-third of the 
employees in a plant and that result in a loss of income from work of more than 
10% of monthly gross salary, with continuation of open-ended employment 
contracts under compulsory insurance coverage. Any reduction must be due to 
economic reasons (a sudden fall in demand for goods or services) or unavoidable 
events (such as extraordinary weather conditions), it must be temporary, and all 
other avenues must have been exhausted (i.e., time banks have been used up and 
overtime has been halted) (see table 11). 
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Table 11: Characteristics of Kurzarbeit 
Work-sharing requirements 

Minimum number/proportion of 
workforce participating 

Minimum hours reduction Maximum hours reduction 

No 10% 100% 
Eligibility 

Firm must provide justification of 
economic need 

Social-partner agreement 
Participating workers must be 
eligible for unemployment 
benefits 

Employer must request support 
from the Employment Agency in 
agreement with its works 
council/workers. Reductions in 
hours do not need to be uniform, 
and the form of the reduction is 
flexible. The size of the reduction 
can be changed without approval. If 
an employer restores workers to full 
time, STW plan remains valid for 3 
months to allow for adjustments. 

Yes Yes  

Conditionality 

Compulsory training Recovery plan No dismissal 
Job search 
requirement for 
employee 

No No  No Yes 
Generosity 

Maximum duration Subsidized training 
Cost to employer for 
hours not worked 

Employee receives for 
hours not worked 

6 months at most in 
non-recession periods. 
In 2009, extensions by 
decree to 24 months 
possible in case of 
exceptional labour 
market circumstances. 
In 2010, this was 
reduced to 18 months. 

Yes 

Wage supplement from 
the first hour of work 
shortage through 
employer; 
reimbursement/provision 
of short-time allowance 
by Employment Agency. 
Financed through 
general contributions to 
unemployment 
insurance. Employers 
pay SSC for pensions 
and health insurance on 
80% of forgone earnings 
of workers on STW. 
Unemployment 
contributions paid by 
employer and employee 
only on wage for hours 
worked. Worker's 
participation in training 
reduces the employer’s 
financial responsibility, 
as does the receipt of 
STW for more than six 
months. 

60% of foregone net 
wages for employees 
without children and 
67% if at least one 
child, up to a monthly 
ceiling. Collective 
agreements (or 
employer 
compensation policy) 
can stipulate a top-up 
to STW. The receipt of 
STW does not reduce 
the worker’s 
entitlement for regular 
unemployment 
benefits: the time 
under STW is treated 
like other work time in 
calculating the 
potential duration of 
future eligibility for 
unemployment 
benefits. 

Source: Based on OECD (2010b, 2011b) and Arpaia et al. (2010). 
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Kurzarbeit has never been properly analysed on a micro-level (i.e., by means of an 
econometric analysis). Views on its impact are subsequently very mixed: 

 In OECD (2010b), it is argued that the STW scheme has resulted in a substantial 
diminution of the effects of the economic crisis on employment in Germany. For 
employees with a fixed contract, the decrease in employment is estimated to be 
0.75% less because of the Kurzarbeit. 

 The German labour market has remained more stable than expected in the recent 
crisis. STW schemes have covered 25% of the decrease in working hours. The 
remaining decrease results from, among other things, the fact that employers could 
reduce hours because of flexible collective employment contracts and a limit on 
overtime work (OECD, 2010a). 

 Germany has seen limited growth in the unemployment level during the crisis. In 
2009, the increase totalled 0.5%, while GDP decreased by 5%. Deutsche Bank 
Research (2010) credits this to the adjustments made in the STW scheme 
(extension of duration of support), maintaining that the reduction in working hours 
resulted in retaining of 1.2 million jobs in the country. No econometric analysis 
supports this claim, however, and it is unclear how this figure has been estimated. 

 In 2009 (at the height of the crisis), the cost of support under Kurzarbeit equalled 
€ 5.4 billion for the government and € 2.6 million for employers. The maximum 
number of employees under Kurzarbeit was 1.5 million—people who mostly stayed 
at home in the spring of 2009 (Willems, 2012). 

 Employers, trade unions and the German administration consider the STW measures 
to have been successful in limiting the impact of the crisis. They maintain that the 
Kurzarbeit prevented massive layoffs, subsequently allowing the German industrial 
sector to regain production as soon as the economic climate recovered. The only 
criticism from employers and most of the leading economists in Germany is that the 
scheme was too generous for too long (Willems, 2012). 

 The Deutsche Bank argues further that Kurzarbeit as an STW measure has been 
more successful in Germany than this type of measure in other countries. In their 
view this is because of the origins of the crisis in Germany and in other countries. 
Although the German economy was hit hard in the winter of 2008–2009, this 
downturn was for just a short period. In the second quarter of 2009, economic 
growth was already positive, as it benefitted more than other countries from the 
short recovery. German firms were, furthermore, in good financial health at the 
beginning of the crisis, and no major structural reforms were required because of 
problems with the housing market, for example. In practice, STW measures are 
successful only if they address a temporary breakdown in the demand for labour, 
and this was the case in most German sectors. This point is illustrated by the limited 
impact of Kurzarbeit in the automotive industry because of the structural problems 
in this sector. 

 The minister of Social Affairs (through a spokesperson) has argued that “Kurzarbeit 
has proven itself, without any doubt, as a functional tool for the retaining of 
employment in the crisis.... In 2009, it saved 285,000 jobs” (Willems, 2012). But 
this claim is not supported by econometric evidence. 
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3.4.4. Belgium 

The impact of the financial crisis on the Belgian economy has been relatively limited in 
comparison to other countries. Considerable negative growth was followed by immediate 
recovery, without any “double dip”. It is argued that the STW schemes in Belgium 
contributed considerably to this situation (ISSA, 2011). 

Table 12: GDP Growth and Unemployment Levels in Belgium  
 2003 2004 2005 2006 2007 2008 2009 2010 2011 
Real GDP growth rate-
volume 
Percentage change on 
previous year 

0.8 3.3 1.8 2.7 2.9 1.0 -2.8 2.2 1.9 

Annual average 
unemployment rates, 
population aged 25-64 

10 10.8 12.4 12.3 11.3 10.8 11.9 13.2 12.1 

Source: Eurostat (2012). 
 
Belgium had already implemented a dedicated scheme aimed at supporting blue-collar 
workers: Chômage temporaire pour causes économiques. When, in autumn 2008, it 
became apparent that the financial crisis would affect both the economy and employment, 
the Belgian government took immediate measures to counter the crisis. One of the most 
important interventions was to improve and extend the existing STW scheme to white-
collar workers. 

The use of both measures is described in table 13. According to OECD (2010b), more than 
40,000 jobs were saved with the help of these schemes, representing 1.3% of employment 
in Belgium. 

Table 13: Use of STW Schemes in Belgium 

Year 
Number of partially 

unemployed Average daily benefit (€) Expenditure (€) 
2007 119,949 40.73 381,410,369 
2008 134,834 42.50 430,637,359 
2009 210,864 55.70 1,052,998,907 
2010 173,286 56.71 872,801,584 

Source: (ISSA 2011). 
 
The measure to extend partial unemployment to white-collar workers was included in 
legislation dated 19 June 2009, which introduced various employment measures that were 
to remain in effect during the crisis. This temporary legislation came into effect on 25 June 
2009 and was extended several times by royal decree. A royal decree issued in January 
2009 increased partial unemployment benefits. In July 2009, the Administrative Council of 
the National Employment Office (Office National de L’emploi) took a decision to extend the 
partial unemployment scheme to include temporary agency workers. After January 2012, 
partial unemployment for white-collar workers has become permanent, following its 
inclusion by the legislature in the Act of 3 July 1978 on employment contracts (see table 
14). 
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Table 14: Characteristics of Partial Unemployment Schemes in Belgium 
Work-sharing requirements 

Minimum number/proportion of 
workforce participating 

Minimum hours reduction Maximum hours reduction 

No 0% 100% 
Eligibility 

Firm must provide justification 
of economic need 

Social-partner agreement 
Participating workers must be 
eligible for unemployment 
benefits 

Employers must inform the 
federal agency responsible for 
unemployment benefits of any 
temporary redundancy and 
notify employees at least 7 days 
in advance. Employer must 
inform the work council/trade-
union delegate of the economic 
reasons for STW. 

Blue collar: no 
White collar: yes (or business 
plan) 

No 

Conditionality 

Compulsory training Recovery plan No dismissal 
Job search requirement 
for employee 

No 
Blue collar: no 
White collar: yes  
(or business plan) 

No  No 

Generosity 

Maximum duration Subsidized training 
Cost to employer for 
hours not worked 

Employee receives for 
hours not worked 

Blue collar: 4 weeks 
(full layoff); 12 months 
(3+ days work/week); 
3 months (<3 days 
work/week). 
White collar: 16 weeks 
(full layoff); 26 weeks 
(2+ days of 
work/week). 

Yes  

Benefits paid through 
the main 
unemployment benefit 
system. Usual financing 
of unemployment 
insurance. For blue-
collar workers there is 
an additional collective 
agreement: employers 
pay 3.48% of gross 
salary to the Security of 
Existence Fund at 
industry level. No SSC 
due, but insurance is 
maintained. 

Eligibility for 
unemployment benefits, 
at 58%-60% of 
reference wage with 
ceiling for persons living 
alone and for persons 
cohabiting with/without 
dependants, with same 
minimum and maximum 
amounts as complete 
unemployment. 
Supplements can be paid 
by the employer or by a 
sectoral fund. 

Source: Based on OECD (2010b, 2011b) and Arpaia et al. (2010). 
 
3.4.5. Czech Republic 

The global downturn also hit the economy of the Czech Republic hard, in that the 
impressive growth figures from before the financial crisis fell significantly. Although the 
figures are positive again, they are not as high as they were before the start of the financial 
crisis. 
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Table 15: GDP Growth and Unemployment Levels in the Czech Republic  
 2003 2004 2005 2006 2007 2008 2009 2010 2011 
Real GDP growth rate-volume 
Percentage change on previous 
year 

4.7  8.8  6.5  7.8  9.2  4.9  -2.7  0.8  0.9  

Annual average unemployment 
rates of the population aged 25-
64 

19.2  22.8  24.4  22.4  19.1  17.3  21.8  22.7  21.6 

Source: Eurostat (2012). 
 
In order to address the impact of the global crisis on the Czech economy, in 2009 the 
government implemented a national policy measure (except for enterprises in Prague) 
entitled Vzdělávejte se pro růst! (Educate yourself!) (see table 16). The scheme provides 
financial support for enterprises to carry out training activities for their employees. The 
measure is aimed at enterprises that, due to the crisis, had to introduce partial 
unemployment, or enterprises heavily affected by the crisis but which had not yet 
introduced partial unemployment. The measure is co-financed by the ESF.  

Table 16: Characteristics of “Educate Yourself!” (Vzdělávejte se pro růst!) 
Work-sharing requirements 

Minimum number/proportion of 
workforce participating 

Minimum hours reduction Maximum hours reduction 

No 0% 100% 
Eligibility 

Firm must provide justification 
of economic need 

Social-partner agreement 
Participating workers must be 
eligible for unemployment 
benefits 

Yes  Yes  No  
Conditionality 

Compulsory training Recovery plan No dismissal 
Job search requirement 
for employee 

Yes  No  No  No 
Generosity 

Maximum duration Subsidized training 
Cost to employer for 
hours not worked 

Employee receives for 
hours not worked 

6 months Yes  SSC 60% of normal wage 

Source: Based on OECD (2010b). 
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4. SKILLS DEVELOPMENT AND TRAINING: BUILDING 
TOMORROW’S ECONOMY 

KEY FINDINGS 

 There is broad consensus across European countries on the importance of skills 
development and training to improve future competitiveness and economic 
growth. Views differ with regard to the effectiveness of training as a short-term 
measure to reduce the effects of the crisis. 

 In the early years of the crisis, considerable training was available in relation to 
short-time working programmes. Although most STW programmes have been 
discontinued, training schemes appear to have held up rather well. The country 
cases show that there is a wide variety of approaches to training and skills 
development. Some countries have made training obligatory in relation to short-
time work programmes, while others (such as the UK) have taken a much less 
interventionist approach and focus on labour market reforms, guidance and 
facilitation. 

 Social partners have played an active role in training and skills development in 
all countries. 

 Evidence on SME involvement in training and skills development is mixed. Most 
countries have seen SME involvement in training drop during the crisis, although 
a report from the UK indicates that SMEs are, in fact, more likely to invest in 
training than large companies. 

 The European Social Fund has been an important and growing source of funding 
for training-related activities in all countries reviewed. 

4.1. Introduction 

The importance of training is related to the fact that the crisis has prompted a number of 
measures designed to retain skilled people and to upgrade the skills of workers in many 
different sectors. In many countries, training and skills-development programmes have 
been linked to STW policies in an effort to emerge from the crisis in better shape. While 
there is agreement that skills upgrading is crucial for maintaining and/or strengthening the 
future competitiveness of Europe, the success of deploying training and skills programmes 
as short-term crisis-fighting measures, per se, is less clear. Whether such programmes are 
suitable as crisis measures in the oncoming period of public-debt reduction and the 
increasing competition for public funding, much depends on how the training and skills 
measures are applied (e.g., within company/on-the-job, in training institutes, with the 
involvement of social partners) and how these measures are financed (in cash or in kind, or 
as exchanges between companies and/or research institutes). 

Since the beginning of the 21st century, three major changes have affected the structure of 
European economies, the supply and demand for labour, and related needs for changing 
and improving skills and competencies. 

First, there has been a rapid shift of economic and political gravity towards the emerging 
economies in Asia. In 2010, China became the world’s second largest economy, and the 
country is expected to overtake the USA as the world’s largest economy somewhere around 
2025. 
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Second, Europe will soon go through an unprecedented demographic transition as the baby 
boom generation starts to retire and retirees outnumber new entrants in the labour 
market: labour shortages will increase. This is one of the reasons there are calls to raise 
the retirement age and to increase the labour participation of older workers—with major 
implications for the development of skills and competencies across Europe. 

Third, the long-term developments mentioned above have been complicated by the crisis, 
which, since 2008, has profoundly affected Europe’s economies and societies and which has 
caused an increase in company bankruptcies and unemployment. While some countries 
have been affected by the crisis much more profoundly than others, none has escaped its 
negative impact. Governments across Europe initially responded to the crisis with a wide 
range of stimulation measures. Next to short-time working arrangements, providing 
opportunities for the development of skills and competencies through training programmes 
has been the second most-important set of measures in response to the crisis. 

What makes skills development and training so attractive is that they are seen by policy-
makers, employers and employees as a means not only to counter the direct effects of the 
crisis (making productive use of the time of a temporarily underemployed workforce), but 
they are also seen as an opportunity to address the two long-term trends discussed above: 
structural changes in the economy as a result of globalization and changing labour markets 
as a result of an aging workforce. In other words, there are “[t]wo tasks for training policy: 
coping with the crisis, planning for the future” (Cedefop, 2009). 

In this chapter, we briefly discuss some general points about training and skills before 
reviewing what types of training measures have been taken in the five countries examined 
(see box 1 for an overview). We present the different measures taken, together with their 
key characteristics, participation, funding and timing. Timing is a particular point of 
concern: training programmes are seen as expensive investments and were justified on the 
assumption that the crisis would be short. Now that the crisis is lasting longer than initially 
expected, with profound effects on the financial situation of governments and companies 
alike, the question is what role there is for skills development and training in the present 
situation of (in some countries extreme) financial austerity. 

4.2. Changing needs in view of future labour market requirements 

Today many sectors are witnessing a mismatch between the competencies that workers 
acquire at school and university and the knowledge and skills that are required by 
employers. In the future, this gap could well broaden, with job profiles changing more 
frequently and workers being expected to respond more flexibly to new situations and 
requirements (European Commission, DG EMPL, 2010). There are indications that current 
knowledge may become outdated increasingly faster, that new jobs that do not exist today 
will emerge (European Commission, 2006) and that the content of the jobs that remain will 
change significantly. This has profound implications for learning and training, both in 
education and in lifelong learning. 
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Box 2: Reacting to the crisis: keeping people at work, offering better training 
A study by CEDEFOP identified the following main training policies implemented across Europe in 
response to the crisis: 

 Subsidies for recruitment/job creation have been linked to the training of specific groups 
(such as the long-term unemployed). 

 Funding has been provided to employers to take on young people (work-based learning). 

 Training subsidies have been provided to employers to retain employees. 

 Short-term working schemes were accompanied by training. 

 Schemes for part-time work alternated with training. 

 Subsidies have allowed employees to train at the workplace. 

 Formal vocational and higher education programmes have been opened up. 

 New partnerships have been developed between sectors and regional or national authorities, 
or between enterprises and providers of vocational education and training. 

 Information campaigns have been aimed at individuals and companies, in particular SMEs. 

 Allowances and grants have been provided for higher education, along with a lowering of 
education and training fees. 

 

Source: Cedefop (2009). 

Two types of knowledge and competencies will be needed for tomorrow’s economies. First, 
there will be a need for continuous investment in sector-specific technical/factual 
knowledge (hard skills), based on knowledge of computing, science, engineering, ICT, 
nanotechnology and biotechnology. In addition, new competencies are needed in “soft 
skills”: self-management, team work, communication, networking, language, intercultural 
relations, planning, creativity, flexibility, etc. These soft skills are of increasing relevance 
within most employment settings but are, in many cases, not sufficiently developed in 
school and university. With growing complexity and interrelations between disciplines and 
cultures, strategies for interdisciplinary, multidisciplinary and cultural education and 
learning need to be fostered. 

4.3. Training activities and the crisis 

Most European countries have undertaken training measures as a response to the crisis. A 
Eurofound Survey of the EU Member States and Norway counted 64 public policy measures 
in four different categories (Eurofound, 2011) (table 17). 

Table 17: Types and Number of Training Measures in the EU and Norway 

Type Number 
Training linked to short-time work and temporary unemployment 20 
Support of training costs for enterprises in general, or for companies experiencing 
problems 

32 

Support of training leave 4 
Other, including advice 8 
Source: Eurofound (2011). 
 
In addition to these general government policy measures, many regional and local 
governments—often in direct cooperation with social partners—have developed schemes 
tailored to the needs of companies in their area.  
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The following sections explore the training measures implemented in five countries: the 
Czech Republic, Germany, Spain, the Netherlands and the United Kingdom. 

4.4. Country case studies 

4.4.1. Skills development and training in the Czech Republic 

The Czech Republic is a small open economy that experienced rapid economic growth 
(>5%) in the years before the crisis. Growth rates have decreased to around 2% in recent 
years and are expected to remain low as the effects of the Euro crisis spill over into the 
Czech Republic. Unemployment has remained relatively stable at round 7%, helped by a 
relatively flexible labour market, which is the result of changes in the Labour Code in 2007 
(OECD, 2011b). 

The Czech Republic implemented a number of measures in response to the crisis, including 
STW measures and a number of training-related measures. Information is limited, but what 
is available indicates that training activities have remained relatively stable, at least during 
the first years of the crisis (Geissler, 2011). The Czech Republic has effectively used the 
support available from the ESF for training. Various ESF-supported training and education 
programmes for the period 2007–2013 have a total input from ESF of over € 3.7 billion, 
which, together with national co-financing, amounts to € 4.4 billion (ESF, 2012). These 
include the Human Resources and Employment Operational Programme, the Education for 
Competitiveness Programme, and a special programme for the Prague Region. This funding 
is aimed not only at training in and for companies, but it also addresses the education 
needs of the unemployed and of specific groups such as the Roma minority. 

The Ministry of Labour and Social Affairs is responsible for implementing two ESF-supported 
training programmes aimed at supporting companies during the crisis. The two key 
programmes, as presented in a survey for the European Working Conditions Observatory 
(Geissler, 2011), are known as Extend Your Knowledge! and Training Is a Chance. 

The programme Extend Your Knowledge! (Vzdělávejte se!) has been in effect since 2009. It 
has national coverage, but excludes the Prague region, for which there is another initiative. 
The programme was explicitly developed by the Ministry of Labour and Social Affairs as an 
anti-crisis scheme and is implemented through the labour offices in the country. It is aimed 
at companies experiencing the effects of the crisis through reduced production and which 
have introduced short-time or part-time unemployment for their personnel, or companies 
that expect to be in this situation in the near future. 

Programme support is temporary in nature: for a maximum period of six months. 
Employers may receive a maximum subsidy of CZK 500,000 per month (equivalent to 
approximately € 19,000). The total maximum amount may vary, depending on a number of 
criteria such as company size and types of workers, with additional support possible for 
disadvantaged personnel. Companies may be reimbursed for the cost of the training and 
may also receive a contribution for wages and social-security payments while the employee 
is undergoing training. The reimbursement for wages has been capped at CZK 24,000 and 
is applicable only if the employee is on full-time training; for part-time training, which is 
the most common type, a corresponding share applies. The scheme was quite successful 
and rapidly became oversubscribed, and in 2010, funding was increased to CZK 1.5 billion. 
While an evaluation of the programme is not yet available, one strong point appears to be 
its decentralized implementation through labour offices, which has helped match the supply 
of training with the needs of companies (Geissler, 2011). 

The other main programme, Training Is a Chance (Školení je šance), was implemented in a 
more centralized manner.  
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It is aimed at improving worker employability and company competitiveness, and focuses 
on the age groups of under 25 and over 50. Companies are reimbursed for the cost of 
training and partially compensated for wage costs. The funding window for this programme 
was open from March to December 2009, but projects could run for up to two years.  

In line with its objective of promoting employability, the focus in Training Is a Chance is on 
general education (rather than on company-oriented skills). Specific areas of training 
include language and ICT (MoLSA, 2009). Funding for this programme amounted to CZK 
4.5 billion (a little over € 170 million). Participation was limited to companies not 
participating in other national and sectoral training programmes. 

The major beneficiaries of the training programmes have been large companies. For 
example, Arcelor-Mittal, one of the largest employers in the country, was a major 
beneficiary of the programme. The participation of SMEs appears to have been limited. 

4.4.2. Skills development and training in Germany 

Germany is an example of a country that is weathering the impact of the financial crisis 
more successfully than most. An important reason for this is strong demand for German 
industrial products worldwide. A second reason is related to the effects of the labour 
market reforms (Harz-Reformen) in the years before the crisis and to traditional social 
partnerships with longstanding arrangements of proven success in labour markets (e.g., 
apprenticeship programmes). Germany represents an example of a combination of 
expanded pre-crisis measures and a number of crisis-prompted employment and training 
packages. In 2012, Germany has largely overcome the effect of the crisis, but with growing 
shortages of personnel, especially in the manufacturing sectors, training and education will 
be oriented towards the longer term needs of a growing economy, rather than to measures 
designed to soften the impact of the crisis. 

The German federal government responded to the crisis with a number of measures. In late 
2008, it implemented a first package that included short-time work measures and training 
facilities for the period 2009–2010. This programme is co-financed by the ESF with a 
funding availability of € 9 billion for the period 2007–2013. Earlier, training was only 
available for employees working short time as a result of restructuring or bankruptcy, but 
as of 2009, training facilities were made available to all workers receiving short-time or 
part-time unemployment benefits (Kurzarbeitergeld). The measures include two types of 
reimbursement: the costs of the training provided and the social-security payments during 
the time workers are away on training (Vogel, 2011). There are two types of training: job-
specific training and “general” training. The costs of the former are reimbursable at 25%; 
the latter, at 60%. Reimbursement rates for SMEs may be higher. Government 
expenditures on the scheme amounted to almost € 32 million in 2009, and the number of 
participants grew from a few hundred at the beginning of 2009 to almost 16,000 in 
December of that year (Vogel, 2011). 

A second crisis package adopted in 2009 included an expansion of an existing pre-crisis 
programme (which started in 2006), providing training opportunities for low-skilled and 
older employees (Weiterbildung Geringqualifizierter und beschäftigter älterer Arbeitnehmer 
in Unternehmen, or WeGebAU). Aimed initially at SMEs, in 2009 the scheme was opened up 
to larger companies as well. It was also no longer exclusively aimed at older and low-skilled 
workers. The measure provided training vouchers for employees and reimbursement of 
wages and social-security payments for companies. Expenditure on this scheme grew from 
€ 167 million in 2008 to € 332 million in 2009 (Vogel, 2011), almost doubling. The 
programme is still ongoing in 2012, but conditions for participation have become more 
restricted. There is once again a stronger focus on SMEs, and training costs can only be 
partially reimbursed (75% for employees older than 45 and 50% for younger employees). 
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Bogedan (2010) shows that German companies responded to the crisis with a wide range 
of different measures, including short-time work, changes in benefits, holiday entitlements, 
reorganizations, etc. Continued training (Weiterbildung) is important in Germany and has a 
number of unique characteristics, as shown in Bogedan’s (2010) survey results.  

First, more men than women participate. Second, older employees are underrepresented. 
And third, company size makes a difference with regard to training: SMEs participate less in 
training than large companies, although the difference is relatively small (94% of 
companies with more than 2000 employees and 79% of companies with fewer than 50 
employees). In the early years of the crisis (2008–2009) most companies (57% of those 
affected by the crisis and 69% of those unaffected) maintained their commitment to 
training. Training was scaled back in 24% of crisis-affected companies and 9% of those 
unaffected. Interestingly, 18% of crisis-affected companies and 23% of other companies 
increased their training investment between 2008 and 2009. The overall picture shows only 
a modest decline in training activities. Reasons given by companies to cut back on training 
include the high cost of training programmes (46% of companies surveyed) and the lack of 
suitable trainers (45%) (Bogedan, 2010). The Institut für Arbeitsmarkt- und 
Berufsforschung (Employment Research) confirms this, reporting a modest decline from 
49% to 45% of companies doing training between 2008 and 2009 (IAB, 2010). 

A third set of training measures, which expanded during the crisis, is the Apprenticeship 
Agreement (Ausbildungspakt). It is part of a long-standing system of apprenticeships that 
combine in-house training with education in public vocational schools. In 2009, a total of 
556,000 apprenticeship contracts were signed, a decrease of 8% from 2008 (Vogel, 2011). 
This is only partially explained by reduced demand as a result of the crisis: the number of 
trainees is also decreasing as a result of demographic trends. Expenditures on the 
apprenticeship programme are high: “In 2010 the government spent around €21.7 bn and 
companies around €5.7 bn for intermediate vocational training.… The majority of this 
amount was spent on apprenticeship training (74 per cent)” (Vogler-Ludwig et al., 2012). 

The government reacted quickly to the crisis, with positive effects on income and aggregate 
demand. This made STW one of the most important short-term measures. Training 
measures were attractive for companies because of reduced social-insurance contributions. 
However, these may also bear relatively high costs and the risk of being less adaptable to 
the long-term needs of structural changes. As the economy recovers, the rules are being 
tightened and the employer’s contribution is being increased. 

4.4.3. Skills development and training in Spain 

Spain experienced one of the highest rates of job loss in Europe as a result of the crisis. In 
part, this decline is related to the dual nature of the Spanish labour market, which is 
characterized by a high proportion of temporary contracts (which were easy to terminate in 
the crisis) and, at the same time, a well-protected share of permanent employees. Spain, 
in particular, suffered from the preceding construction boom and associated housing bubble 
along with a loss of external competitiveness. The country is currently confronted with a 
situation of very high unemployment, which reached an average 24% for all age categories 
in 2012. Unemployment affects the young, in particular, with youth unemployment as high 
as 51% in 2012 (Eurostat, 2012a). 

In a working paper for the International Monetary Fund, Jaumotte (2011) concludes that, 
with structurally high unemployment rates, the Spanish labour market is not functioning. 
The duality of the labour market and very high severance payments for permanent 
employees are seen as significant problems. Employment subsidies are high and spending 
under active labour market policies on activities such as training is low.  
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However, these are exactly the types of policies that could help overcome unemployment 
and support a shift to a knowledge economy. It should be noted, however, that training has 
increased significantly since 2007, the last year for which Jaumotte presents data. 

Baylos Grau and Trillo Párraga (2012) distinguish two periods in reaction to the crisis: a 
focus on employment protection and social agreement up to mid-2010 and a shift to 
austerity and reduced public spending and labour reform after that. The Royal Decree on 
Labour Reform Measures of June 2010 included measures to promote training for 
companies undergoing restructuring. Under this measure, up to 80% of social-security 
payments can be reimbursed for those workers on part-time or temporary unemployment 
who are undergoing training to improve their employability (Duran, 2011). The 2010 
package was never fully implemented and was followed up by another “mild” reform in July 
2011 (Bentolila et al., 2012). 

In February 2012, a new package of labour policy measures was announced, with major 
changes aimed at making the labour market more flexible. Severance pay is to be reduced 
from 45 days per year of employment to 33, and capped at 24 months, a reduction of 50%. 
Laying people off becomes easier if the company is in financial problems. The package 
supports hiring young people under the age of 30 by providing a tax break of € 3000. If the 
recruit was unemployed, additional benefits apply to both worker and company (Financial 
Times, 2012). 

This package of measures, as presented in the Royal Decree of 10 February 2012 on 
Urgent Measures to Reform the Labour Market, introduced new individual rights to training 
for workers (Gobierno de España, 2012). The objective is to strengthen the continuous 
training of workers (especially young workers) by introducing apprenticeship contracts 
(contrato para la formación y el aprendizaje). The most important specific measures are: 

 the right to job-oriented training; 

 establishment of a training account to identify training received; 

 introduction of training vouchers; 

 leave for training purposes. 

Notwithstanding these new priorities for training, the package of measures also included 
severe cuts in benefits and was met with big demonstrations throughout the country (e.g., 
BBC, 2012). Because the package has only recently been introduced, its impact is not yet 
clear. 

The most important training scheme at the national level goes back to 1993; its use has 
significantly been expanded during the crisis. It provides credits to enterprises for 
continuous training (créditos para formación continua). The programme, supported by the 
European Social Fund, is administered by the Fundación Tripartita para la Formación y el 
Empleo (Tripartite Foundation for Training and Employment) with representatives from the 
government, employers and trade unions. Some key characteristics are (Fundación 
Tripartita, 2012): 

 The number of enterprises participating increased from 136,000 in 2007 to 293,000 
in 2009 and 432,000 in 2011. The percentage of enterprises benefitting from the 
programme increased from 8% in 2007 to 18% in 2009 to 29% in 2011. 

 Coverage differed widely: whereas 90% of large companies (more than 250 
employees) participated, only 59% of small and medium-sized companies (between 
10 and 249 employees) took part and only 25% of micro-enterprises (fewer than 10 
employees). 
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 The number of persons trained has almost doubled, from 1.58 million to 2.98 million 
between 2007 and 2011. 

 The participation of young people decreased between 2007 and 2011: in 2007, 52% 
of all participants were under the age of 36; by 2011, this had declined to 41%. 

 The budget for training employed people rose steadily from € 1.3 billion in 2007 to 
€ 1.54 billion in 2010, but declined to €1.43 billion in 2011, a decrease of 
€ 114 million. 

 More men than women received training (48% and 42%, respectively) in 2011, but 
there has been little change in participation by gender in the last five years. 

 In 2011, 80% of training was done in three sectors: commerce, manufacturing and 
“other services”. 

There are large regional differences, with the northern provinces (and Andalucía in the 
south) being among the most active. Duran (2011) presents examples of training initiatives 
in the Basque Region, La Rioja and Galicia, but training activity appears to be mixed and 
the total training effort is difficult to assess. 

4.4.4. Skills development and training in the Netherlands 

The Dutch government reacted quickly to the crisis as companies faced severe demand 
problems in 2008. It introduced a wide range of measures, but as the effects of the crisis 
continued and public debt increased, policies have been changed to more austere 
measures—particularly after a change of government in June 2010. The country still has 
one of the lowest unemployment rates in the EU. 

In the Netherlands, there are two types of training initiatives that are directly related to the 
crisis: first, training measures have been an integral part of packages of STW measures, 
and second, training and funding supported by the European Social Fund have been 
expanded significantly since the onset of the crisis. 

Training activities were directly linked to two different STW arrangements. The first of these 
packages came into effect on 30 November 2008. Under normal circumstances, companies 
are not allowed to reduce the work time of employees unilaterally, but the second half of 
2008 witnessed a major contraction of demand, causing acute problems for many 
companies who appealed to the government for support because they feared they would 
have to shed a large number of employees. In the expectation that the crisis would be of 
relatively short duration, they were particularly afraid that it would be difficult to rehire 
qualified personnel in a tighter labour market after the crisis. 

The Ministry of Social Affairs and Employment responded with a temporary reduction of the 
work-time regulations for the period from 30 November 2008 to 21 March 2009. 
Participating companies were given permission to reduce work time by six weeks, 
extendable for three subsequent periods of six weeks, with a total of 24 weeks. The 
employees affected were entitled to receive unemployment benefits. 

To be eligible to participate in the scheme, companies had to satisfy a number of criteria. 
The most important was that they had to demonstrate that they had suffered an annual 
loss of turnover of at least 30% and the employer had to present a statement confirming 
that agreements had been made with the affected employees in regard to training, 
secondment and continued payment of salaries. More than 44,000 employees (mostly 
qualified personnel) benefitted from the regulation (Groot et al., 2012:12). 

In 2009, it had become clear that the crisis would last longer than initially thought, and on 
1 April 2009, the Special Reduction of Work Time regulation was replaced with a regulation 
on part-time unemployment benefits aimed at the retention of qualified personnel.  
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The regulation was in effect from April 2009 to April 2010. Companies could apply for 
short-time or part-time reductions of work for a number of work hours initially totalling a 
maximum of 13 work weeks. Two extensions of 26 weeks each were possible, bringing the 
total to 65 weeks.  

Again, the employer had to confirm that agreements had been made with employee 
representatives on secondment and on training to maintain or improve worker 
employability. Another condition was that employers had to make clear their intention to 
continue the employment of the employees involved in the part-time unemployment 
arrangement. This was enforced through a compensation payment to the national 
unemployment agency in case the employee was let go shortly after having received part-
time unemployment benefits.  

The response was high: in a few months’ time more than 40,000 employees had been 
registered, and the facility was temporarily closed because the € 375 million budget made 
available by the government was exhausted. Enrolment in the scheme was especially high 
from companies in the metal-working sector and in business services. The scheme was 
reopened with new conditions for the period July 2009 to 1 January 2010, with a net 
additional amount of € 520 million available. In March 2010, the arrangement was 
extended to 1 July 2010. 

A report for the Council for Work and Income (Raad voor Werk en Inkomen) of 2009, 
entitled “Training in Times of Crisis” (Grijpstra et al., 2009) provides an early and rather 
detailed picture of training activities, based on 19 company case studies. The overall 
conclusion is that companies went to considerable lengths to implement the education and 
training plans agreed upon in the short-time and part-time working schemes. They 
understood the rationale and involved unions or worker representatives in a constructive 
manner. Implementation, however, was sometimes difficult, especially in SMEs, which 
usually lack a separate human resources department. Training programmes had to be 
developed in a short period, and as the participation in STW schemes was short (at least 
initially), training activities were mostly short-term. 

Job–oriented training was most common and focused on new tasks, use of machinery and 
computer skills. Company-oriented training focused on company policies, personal 
development, employability and preparation for various positions in the company. Most 
training activities were done in-house because the costs of sending someone out for 
training are high (especially in a financial crisis) and in-house training provides more 
flexibility (in case demand might pick up and production might need to be expanded 
rapidly). 

External training was mostly provided by specialist individual trainers. Manufacturers and 
equipment suppliers also provided training. Computer courses (e.g., Excel®), language 
training, health and safety at work, first-aid training, forklift training and welding courses 
are examples of the types of external training provided. Educational institutes played a 
minor role in providing training. 

The experiences of employers and employees were largely positive: 

 The training programmes sometimes provided an opportunity to clear a backlog in 
mandatory training activities, e.g., in relation to safety regulations (although this did 
not provide “new” training opportunities). 

 The training programmes helped to develop a “culture of education and training” in 
the company. 

 While training programmes are often aimed at employees in higher positions, the 
scheme helped to reorient training towards less highly qualified workers. 
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In 2012, an evaluation of the short-time and part-time unemployment programmes was 
prepared for the Ministry of Social Affairs and Employment (Groot et al., 2012). While the 
main focus of the report is on the effects of the STW schemes, it also reviews training 
activities linked to STW.  

An evaluation of the special scheme for reducing work time indicated that, in relation to 
training, the large majority of companies (70%) did indeed provide training during the time 
that employees were on special unemployment benefits. Large companies usually 
developed in-house training programmes, while SMEs often had to send individuals out to 
training courses. The majority of employees interviewed indicated that they followed a 
short course of a job-oriented or a company-oriented nature. The large majority (73%) of 
employees interviewed indicated that they found the training useful: most mentioned 
improved employability, and some, actual improvement of position. Also, 65% of 
employers indicated that the training was beneficial for the company. Only very few (5%) 
of companies made use of the possibility to second staff to other companies or 
organizations. 

Under the part-time unemployment benefits scheme, effective from April 2009 to July 
2010, employee training became even more important. The evaluation concludes that 82% 
of companies interviewed and 80% of employees interviewed confirmed that they had 
provided or received training. As in the earlier scheme, most employees (more than 50%) 
were involved in short company-oriented or job-oriented courses, while a small group of 
5% participated in a similar long-term course. A number of employees indicated that their 
time was used to provide training and coaching to colleagues. More than 70% of employees 
indicated that the training improved their knowledge, skills and employability. A few (3%) 
said that they were promoted as a result (Groot et al., 2012:107). Again, secondments 
were few, with employers indicating that they could not find any opportunities.9 

Another set of training activities in different sectors were supported in part by contributions 
from the European Social Fund. In 2010, 321,000 persons in the Netherlands participated 
in an ESF-funded project, a fourfold increase in comparison to 2007 when the programme 
started before the crisis. This programme is implemented along four action lines aimed at 
four different target groups. The largest action line (D) provides subsidies to employers to 
improve the labour market position and prospects of low-skilled employees (re-skilling and 
up-skilling). In 2010, 206,000 people participated, mostly medium-qualified men. The total 
budget available in this programme for the period 2007 to 2013 is € 830 million (Muller, 
2012). While some action lines have been underutilized, action line D has received more 
applications than available funds. In an evaluation of action line D, it was found that 95% 
of low-skilled participants maintained or improved their position. 

Companies using the ESF subsidies indicate that the ESF funds have allowed them to do the 
following: 

 broaden their training programmes (volume and reach); 

 intensify programmes by, among other things, reducing the caseload of trainers; 

 renew training activities: test new approaches and methods. 

                                          

9  Exceptions to this were opportunities for secondment offered by the Technical University Eindhoven and TNO 
to staff from companies in the Brabant high-tech region. 
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4.4.5. Skills development and training in the United Kingdom 

Unlike many other European countries where the introduction of STW measures needed a 
change of laws or labour codes, in the UK STW is often a contractual issue between 
employer and employee. As a result, there were no workers enrolled in official STW 
schemes in the UK, and hence, no training activities linked to STW schemes in the crisis. 

Improving the supply of skills through training is widely considered by employers and trade 
unions alike to be of key importance in the current crisis, as well as for long-term 
competitiveness and growth. But as a result of the crisis, company participation in training 
activities has been significantly reduced in the UK. Prosser (2011) cites a 2009 survey by 
the Chartered Institute for Personnel Development that indicates that more than 75% of 
companies consider training a key part of business improvement. The same survey found 
that small companies spend considerably more on training than large companies: € 500 per 
employee in companies with fewer than 250 workers and € 150 in companies with more 
than 5000 employees (no information provided on the intermediate category of 
companies). What is also unusual, compared to other countries, is that large companies 
appear to have cut back more on training than small companies (Prosser, 2011). 

Training-related efforts during the crisis have taken the form of new government legislation 
to encourage social partners to step up training. In addition, there are programmes and 
activities provided by social partners, as well a number of regional activities. 

In 2008, the UK Commission for Employment and Skills created a programme with the 
purpose of advising employers and government on policy related to training and skills 
development, and for collecting and exchanging information on good practices. It is a 
tripartite body with representation from government and social partners. In addition to 
providing strategic advice, a key responsibility of the Commission for Employment and 
Skills is the funding and management of the sector skills councils. 

In 2010, the UK introduced the Time to Train legislation, which provides employees with 
the right to request training from the company. In the beginning, it applied to companies 
with more than 250 personnel, but since 2011, it has covered all companies. The legislation 
is not legally binding for employers, but they must inform employees of the reasons a 
request has been refused. A worker may appeal a negative decision via the works council 
or trade union. 

Recent Active Labour Market Policies introduced by the government since 2010 focus on the 
reform and re-design of benefits and of the institutional infrastructure providing 
employment assistance. New initiatives include the establishment of the Work Programme 
(which supports active job seeking through the Jobcentre Plus infrastructure) and the 
National Careers Service (which provides information on careers and skills and offers 
support in identifying training opportunities) (UKCES, 2012). 

In this context, with a small role for public programmes to mitigate the effects of the crisis, 
the role of social partners has become more important and appears to be growing 
(Cedefop, 2011:57):  

Collective bargaining on continuing training has significantly increased in the UK, as a result of 
the government strategy to encourage lifelong learning. Continuing training is a topic for 
employee consultation. Considerable financial support has been given to the expansion of trade 
union ‘learning representatives’, while sectoral skills councils have provided wide support to 
companies investing in continuing training. 
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The role of social partners in training in the UK has thus become more important. The 
Trade Union Congress took the initiative to set up UnionLearn “to provide a high-profile 
strategic framework and support for union work on skills development” (Cedefop, 
2011:61). It does not provide training itself, but uses union volunteers to promote training 
in cooperation with training agencies. 

A number of regional skill partnerships have been created with participation from 
government agencies, companies, and education and training institutions to develop 
coherent approaches to training and skills development in different regions (nine in 
England).  

These partnerships work with regional development agencies, which are in charge of 
managing a number of ESF-supported training and skills programmes. The ESF funding 
supports and adds value to such ongoing training activities as Train to Gain and Skills for 
Life (Dickinson and Lloyd, 2010). 

4.5. Conclusions 

Most European countries increased their training and skills development efforts during the 
crisis. The country cases show that there has been a wide variety of approaches to training 
and skills development, depending on national and sectoral characteristics. While some 
countries, such as the Netherlands, took an interventionist approach by making training 
obligatory in relation to short-time working programmes, other countries, such as the UK, 
have taken a much less interventionist approach and have focused on labour market 
reforms, guidance and facilitation. 

In the early years of the crisis (2008–2009) considerable training was available in relation 
to short-time working programmes, and although most STW programmes have been 
discontinued due to their high budgetary requirements, training appears to have held up 
rather well. 

There is broad consensus across European countries on the importance of training and 
skills development to improve future competitiveness and economic growth. Views differ, 
however, with regard to the effectiveness of training as a short-term measure to reduce the 
effects of the crisis. In part, this perspective depends on the nature of the training, who 
benefits and when. Company-oriented training may benefit both companies and employees 
in the short run, well captured by the experience of a UK company: “In 2009 we avoided 
redundancies by implementing a strategic training plan. One year on when the upturn 
arrived we were able to meet a 40% increase in product demand” (UKCES, 2012). Other 
types of training, aimed at improving more generic skills such as IT and languages, will 
often be more useful over the longer run—for both the company and the worker. Another 
longer term benefit mentioned in several cases was that training in the crisis contributed to 
creating a culture of learning in the company. 

Training and skills development programmes have been well appreciated and found useful 
by companies and workers alike. While this does not necessarily mean that they are also 
effective instruments against crisis, from a practical point of view, it makes sense, as 
offering training is almost always preferable to sending people home. Some companies in 
the Netherlands appreciated the fact that they could catch up on their training backlog by 
providing courses on standards and safety that they should have provided anyway. It is 
less clear which types of training are more effective in times of crisis, which also holds for 
new models of training, especially individual types of e-learning. More research on the 
effectiveness of new training models is called for. 
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Training and skills development in all situations is a multi-stakeholder affair. Social partners 
have played an active role in training and skills development in all the countries reviewed. 
Government, at national, regional and local levels, may be involved in different ways, from 
legislation to training provision to assessment and certification. 

Information on SME participation in training is rather limited and is mixed. Most countries 
saw a drop in SME involvement in training during the crisis, although the UK study indicates 
that SMEs are in fact more likely to invest in training than large companies. 

The European Social Fund has been an important and growing source of funding for 
training-related activities in all the countries reviewed, and has been particularly important 
in countries in Eastern and Southern Europe. 
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5. THE “MENU” OR “PACKAGE OF MEASURES” 
  APPROACH: THE CASE OF AUSTRIA 

KEY FINDINGS 

 Austria is one of the countries that responded to the crisis by formulating policy 
packages that included a wide variety of measures favourable to the highly 
heterogeneous situation of SMEs, offering them a “menu” to choose from and 
applying tailor-made combinations of instruments. 

 There is broad consensus among Austrian politicians and researchers that the 
packages implemented during the crisis have been working quite well. They 
induced positive expectations on the ability to weather the crisis, which, in 
consequence, provided a supportive environment for SMEs even when they were 
experiencing the crisis differently, depending on their specific sector, company 
size and type of customer. 

 The existing institutional context with well-developed and institutionalized 
interactions between government and social partners, as well as within agencies, 
resulted in a quick consensus about the necessary actions and packages. Social 
partners took an active role in generating the packages and in implementing 
measures. 

 Pressure to react quickly is among most important variables in a crisis putting a 
premium on measures prepared before the crisis because new measures can 
cause significant delays in implementation. 

 The way measures are designed and implemented should strongly take into 
account the options SMEs have in dealing with them. 

 Observations show that SMEs applied lots of instruments, like reduction of 
overtime stocks, leave entitlements and savings, before or parallel to applying for 
public assistance. 

5.1. Introduction 

Austria is a good example of a Member State that has managed to weather the crisis well, 
keeping unemployment at the lowest level among the EU-27. The small country’s industrial 
structure, mostly comprised of SMEs, is characterized by an unexpected, relatively low 
range of specializations compared to the EU-27 (Eurostat, 2011). This makes it somewhat 
unusual in that there are fewer factors to consider. 

In the very beginning, the Austrian government implemented an economic stimulus 
package that primarily addressed SMEs. Combined with subsequent packages, a “menu of 
measures” was created, basically adapting measures already in place and based on the 
routine interplay between government and social partners. Consequently, the case of 
Austria addresses a situation in a well-developed institutional setting with adaptive 
interventions. 

Rather than focusing on individual, “stand-alone” measures, some Member States have 
followed a similar menu or package approach, and in the period 2008 to 2010, Austria 
implemented several packages of measures to counteract the effects of the crisis.  
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Here, we look at the nature and impact of these packages, as well as the underlying 
measures, particularly for short-time work arrangements, part-time regulations for older 
workers and schemes to support qualification, as well as access to credits and loans. 

5.2. Background and purpose of the policy measures 

While SMEs make up 99.7% of all enterprises in Austria, the country has slightly more than 
the average number of larger SMEs, compared to other Member States. About two-thirds of 
all dependent workers are employed by SMEs. Fifty-three percent of all SMEs are in the 
service sector, accounting for 42% of all SME employees. Sectors with the highest shares of 
SMEs are the hotel and restaurant sector (94%) and real estate and business activities 
(75%) in 2007 (EIROnline, 2011h). 

The structure includes lead enterprises operating in and with a network of sub-suppliers 
and contractors, mostly of SMEs. This is mainly true for construction, with large prime 
contractors as managing organizations and lots of SMEs active in actual building operations. 
The same holds for the automotive sector, with large assembly plants and SMEs as 
suppliers. 

Austria is among those countries that were able to weather the impact of the financial crisis 
more successfully than most. The unemployment rate increased only moderately to 4.8% 
in 2009, not reaching the pre-crisis peak of 5.2% in 2005, and recovered in 2010 to 4.4%. 
Nevertheless, some groups have suffered more than others: unemployment among young 
and older workers and less-educated people is higher (BMASK, 2011b). 

As in most European countries, the Austrian government took action in 2008 to counter the 
negative effects of the economic downturn, deciding on and implementing several stimulus 
packages: 

 October 2008: Bank package; 

 October 2008: Economic stimulus package I (Mittelstandsmilliarde); 

 March 2009: Labour market package I; 

 March 2009: Economic stimulus package II (Investitionsoffensive); 

 March 2009: Tax reform; 

 June 2009: Labour market package II. 

These packages addressed upcoming problems, which included, first, the liquidity and 
solvency of the banking sector following the financial crisis of 2007/2008. The second 
package was designed to ensure access to credit for SMEs and to counter a situation of 
“credit crunch”.10 Economic stimulus package I was followed by labour market package I, 
which contained measures to create and retain employment. Acknowledging the severity of 
the economic crisis, a second wave of packages was launched in 2009, facilitating public 
spending in an attempt to increase individual income to support aggregate demand 
(economic stimulus package II and tax reform), supplemented by measures to support 
employment (labour market package II). 

                                          

10  SMEs typically have a lower equity ratio and depend on access to credit from the banking sector (Schneider, 
2010). In a survey conducted in 2009, about 16% of enterprises responded that they had problems with 
credit, while 60% did not. Other analyses revealed that large, export-oriented enterprises in the manufacturing 
sector were being hit by the crisis and faced substantial reductions of revenues. This was not so much the case 
for SMEs (OeNB, 2009:34f).  
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Overall, the packages amounted to about € 5.8 billion in 2009 (about 2% of GDP) and 
another € 6.5 billion in 2010, the largest share coming from tax reform (Berger et al., 
2009). 

Table 18: Volume of packages (ex ante estimates) in millions of euro 
 2009 2010 
Economic stimulus packages I and II 1650 2103 
Labour market packages I and II 243 330 
Tax reform 2910 3060 
Federal states 1073 1008 
Source: Austrian government. 
 
It is evident that the government, in close interaction with social partners, was early in 
starting an active fight against the negative effects of the crisis. There were massive 
reductions of exports and investments, while private consumption remained relatively 
stable.  

Depending on the sector, customer base, size and location, SMEs were hit differently by the 
crisis. The enterprises mostly related to the manufacturing and transport sector were most 
severely affected because of the decline in exports and investments. Commerce, tourism 
and related enterprises—sectors containing the largest proportion of SME employment—
were less hard hit by the crisis (BMWFJ, 2010). 

The manufacturing sector saw a reduction of 5.5% in employment and 16.9% in revenues 
in 2009 (BMWFJ, 2010). In the commerce sector, the largest reductions were in the motor 
vehicle and wholesale trade, while retail trade remained relatively stable (BMWFJ, 2010). 
Services like hotels, restaurants and business activities were even able to increase 
employment in 2009 (with slight reductions in revenues) (BMWFJ, 2010; EIROnline, 2012). 
Overall, these developments resulted in increasing the proportion of SME employment in 
2009 and 2010 (Statistik Austria, 2012). 

While the packages were implemented with some specific orientations, it was the general 
intention of policy-makers to signal enterprises that there would be public support and to 
let employees know that policy-makers were acting to secure employment in order to 
stabilize positive expectations about weathering the crisis (and to limit negative 
expectations) and reduce the likelihood of panic. Consequently, SMEs in sectors like hotels 
and restaurants and retail, being mostly based on private consumption, may have profited 
most from these stabilizing activities. In this regard, it may also have helped to have 
relatively high wage increases in autumn 2008 and to advance the tax reform, which 
increased purchasing power, even though the tax reform was less favourable to the lowest 
incomes (Angelo and Feigl, 2009). 

Based on unemployment figures, the crisis in Austria can so far be interpreted as a 
business cycle problem rather than as a structural problem.11 (Austria witnessed a 
substantial increase in unemployment in 2009, and a decrease after 2009 to before-crisis 
levels.) But it remains to be seen whether Austria can avoid the effects of the broader 
crisis. 

Furthermore, the relatively small negative impact of the crisis on Austrian unemployment 
was not just the result of domestic packages; it was also related to crisis packages abroad.  

                                          

11 Nevertheless, there is also an on-going discussion about structural problems in the Austrian economy. 
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Austrian exports were positively affected by economic stimuli abroad, which, in total, 
amounted to about 0.7% of GDP growth and the retention of about 15,000 jobs (Breuss et 
al., 2009:12). The export-oriented automotive sector, for example, benefitted from the 
German car scrapping bonus. 

The major critics of the implemented measures feel that a lot of stimulus activities were 
based on tax reductions, and that there were only small investments in activities oriented 
to the longer term, such as research and development and investments in infrastructure 
(Polt 2009). 

5.3. Key characteristics of the measures 

The crisis measures were grouped into packages that differed in timing and the issues 
addressed.12 

The first economic stimulus package, which came into effect in October 2008, was mainly 
meant to fight an expected credit crunch due to the banking crisis. It provided additional 
support for enterprises into 2009 and 2010. Adding up to about € 1 billion, this “small and 
medium business billion” (Mittelstandsmilliarde) package mainly consisted of measures to 
ease access to credit for SMEs (Angelo and Feigl, 2009) (see table 19). 

Table 19: Overview of Economic Stimulus Packages 
 Package I  Package II 
Access to finance ERP credit volume increased (up to 

€ 600 million), also opened to 
micro-enterprises in 2009 for the 
first time (credit up to € 100,000) 
Foundation of “Austria 
Wirtschaftsservice 
Mittelstandsfonds” with € 80 million 
to strengthen equity position by 
dormant equity holding 
Volume of Austria Wirtschaftsservice  
loans and guarantees extended by 
€ 400 million 

Early depreciation of movable 
assets of 30% of investments in 
2009 and 2010 

Access to markets  Subsidization of applied research 
and development for technology-
oriented and young SMEs 
Internationalization support 

Conducive business 
environment 

Infrastructure spending by Austrian 
railways and Austrian motorway and 
expressway network  

Investment of public estate 
company (BIG) up to about € 900 
million in 2009 and 2010 
Subsidization of thermal isolation 

Training and human 
resources and skills 
development 

 Qualifications for unemployed with 
increase of available money for 
public employment service  
Subsidization of projects to create 
new work places  

Source: BMWFJ (2010) and BMWA (2008). 

A second economic stimulus package became effective in February 2009, mainly oriented 
towards supporting demand and employment through investment (Investitionsoffensive) 
(Angelo and Feigl, 2009; aws, 2011).  

                                          

12 For an overview of the measures included in the packages, see annex 1. 
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Measures included advance investments by the public-estate corporation (BIG Offensive), 
early depreciation for investments in 2009 and 2010, and a regional employment offensive 
(see table 19). 

5.3.1. Impact on SMEs 

The first package directly addressed SMEs, while the second package worked more indirectly. 
Most important was the positive influence on people’s expectations on their ability to weather 
the crisis and the stabilization of domestic private consumption. In addition, some measures, 
like infrastructural investments, supported SMEs by supporting subcontractors of larger 
construction enterprises or subsidizing thermal isolation of private homes. 

In addition, two labour market packages were approved. The first (BGBl I Nr. 12/2009) 
mainly addressed short-time work,13 qualifications and labour foundations in order to retain 
employment (see table 20). The second labour market package (BGBl I Nr. 90/2009) again 
addressed short-time work, but also included education leave and part-time schemes for 
older people, among other things, (see table 20). 

Table 20: Overview of Labour market Packages 
 Package I Package II 

Short-time work Extension of short-time work 
arrangement up to 18 month 

Extension of STW up to 24 
months 
Subsidization of STW increased 
(employers’ contribution to 
social security paid by 
government starting from 
seventh month of STW) 

Training and human resources 
and skills development 

Extension of supportive 
qualification measures  

Period for educational leave 
extended 
Combination of STW and 
qualification/education  

Labour market reform Easing the implementation of 
labour foundations 

Part-time scheme for older 
people 
Solidarity premium 
Youth foundation constituted  

Source: BMASK (2009). 
 
Furthermore, the social partners drew up a joint proposal making statutory short-time work 
more flexible. This was aimed for when the retention period after short-time work would be 
reduced to a maximum of four months. 

In conclusion, just one package (economic stimulus package I) addressed SMEs directly, 
while the other packages (economic stimulus package II and labour market packages) 
worked more indirectly for SMEs, mainly by generating positive expectations about 
weathering the crisis and by stabilizing domestic consumption, enhanced by their support 
for particular issues and the opportunities offered for tailor-made solutions in the “menu” of 
instruments. 

                                          

13  In Austria, companies usually laid people off on short notice in times of less-used capacity, promising to 
engage them again when needed (Hofstätter et al., 2011).  
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5.4. Key stakeholders involved 

Austria is characterized by a long tradition of social partnerships and by a corporatist 
political system, which provided an institutional setting of consensual implementation of 
policy measures, with research institutes providing the evidence, supplemented by 
interactions with the Austrian National Bank. 

For both the government and the social partners, it was clear that a deliberate response to 
the crisis was needed. Due to a tradition of an active (“interventionist”) approach, a 
consensus between all involved actors (government, social partners) was achieved 
relatively early.14 All parties were aware of each other’s interests, and a common readiness 
to act resulted in quick action (Ragl et al., 2011). Considerations included spending on 
unemployment (social insurance) benefits versus retaining employment by increased 
spending on active labour market measures. In consequence, the volume of expenditures 
for active labour market measures was increased by about 44% in 2009 (Mahringer, 2009). 

While the conceptualization and creation of the packages was the result of consultations 
among all actors (largely represented by the social partners), it allowed quick and effective 
dissemination when, for example, social partners informed their member organisations or 
when agencies disseminated the information to banks through their networks. 

The packages were building on existing measures, which only needed small adaptations or 
just an increase in budget. Consequently beneficiaries mostly have been knowledgeable 
about the measures and altogether this supported their application (“acceptance”). 
Opposite to this experience, in case of newly implemented instruments some delays can be 
observed (aws, 2011). 

There are important differences between the economic stimulus packages and the labour 
market packages in terms of key stakeholders: 

 The ministries involved and the people at the operational level are different. For 
example, the Ministry of Labour, Social Affairs and Consumer Protection is a key 
stakeholder in the labour market packages but not much involved in the economic 
stimulus packages, while the Ministry of Economy, Family and Youth, which is the 
major ministry responsible for SME policy, has the opposite position. As a result, 
SMEs are not directly addressed in labour market packages, but they do benefit 
from the economic stimulus packages. 

 The number of agencies involved differs, with several agencies and actors 
responsible for implementing the economic stimulus packages, while only one 
agency was involved in implementing the labour market packages. 

The first point stresses the idea of quick reaction through established routines of 
interactions between actors and a clear leading actor (or “inner circle”), while the second 
relates to readiness and effectiveness, which may be costlier to achieve when more actors 
are involved in implementation and SMEs find themselves confronted with different actors, 
often via mediators such as banks. 

In addition, this clearly shows that the Austrian model cannot be easily transferred to other 
countries where similar mechanisms and institutional settings are not in place. 

                                          

14  As Germany is the most important trading partner for Austria, they are often compared: it was argued that 
processes during the crisis revealed some traditionally different behaviours between the two countries, with 
Austria typically showing early implementation of active policy measures (being more interventionist), while 
Germany usually relied more on ordo-liberal elements of labour-market policy (less interventionist). 
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5.5. Implementation of the measures 

Implementation of the packages is the responsibility of specific agencies: 

 For economic stimulus package I, the Austria Wirtschaftsservice was responsible for 
implementation of most instruments, while infrastructure investments were 
conducted via public-owned enterprises (such as the railway, road network and 
public estate agency). 

 In the case of economic stimulus package II, additional actors were involved (such 
as the Austrian Research Promotion Agency). 

 For the labour market packages (I and II), it is the Public Employment Service that 
is responsible for implementation. 

While it may appear slightly more difficult to manage implementation with several actors, 
two variables were seen as most important: timing and the types of measures involved. 

There are some indications that implementation delayed the impact of the measures, 
especially for the newly implemented measures. Time is needed to prepare the necessary 
administrative background and to disseminate the information to the beneficiaries, 
especially when people need to familiarize themselves with these new instruments. There 
are some indications that the loans and guarantees for SMEs could not be fully utilized 
because implementation was partly delayed due to the fact that banks had to learn how to 
get guarantees and subsidized credits. This leads us to conclude that time is a core element 
in decision making and the implementation of measures. Creating an impact on short notice 
may only be possible when measures are already in place and routinely applied, which 
means being well prepared in terms of available tools before a crisis. 

Some measures could not be easily and readily applied. For example, STW arrangements 
required an agreement between social partners at the enterprise level. As SMEs often do 
not have a work council, they had more difficulty applying STW. Furthermore, the fact that 
more employees were registered for STW than actually applied was related to red tape and 
some less favourable characteristics of the scheme, compared to Germany (Hofstätter et al 
2011). In Austria, all social-insurance payments have to be based on full-time employment 
(i.e., no proportional reduction) and the reduction of wages should not be more than 10%. 
This means that, if STW consists of a reduction by 30% to 40% in work time, enterprises 
still had to pay the full social insurance of 100%, and wages (without the social insurance) 
were only reduced by 10%, resulting in only a small fraction of public subsidy (Grant 
Thornton, 2009). 

Overall, implementation worked quite well when there were already routines and measures 
in place, but took some time for the new measures. Their fit with existing institutional 
settings is particularly important in this regard. 
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5.6. Assessment and success of the measures 

The following assessment of the measures and packages is based on desk research and 
interviews. No recent evaluations of the packages are currently available. 

A few general remarks should be made in advance: 

 As almost all enterprises in Austria are SMEs (99.6% in 2009), there may be a need 
to addressing them collectively. At the same time, however, it is important to 
consider their specific situations, differing by sector, size and customer base. With a 
very high degree of heterogeneity, it is almost impossible to develop and implement 
the right degree of specific measures. 

 Consequently, the packages were not directly aimed at SMEs (except economic 
stimulus package I), as it was not always clear what the different strengths and 
weaknesses of the SMEs were. 

 To some extent, SMEs are also the result of the social-security system (e.g., people 
who were employees before are nowadays often self-employed, as “one-person 
enterprises” and “kind of entrepreneurs”, as is often the case with insurance agents, 
for example.) Hence, the problems of SMEs may differ widely. 

In view of these observations, applying more general measures in order to generate an 
environment supportive of SMEs in general would be favourable. Such an environment was 
intended by the measures implemented. 

5.6.1. Expected effects from the packages 

Ex ante estimates (Breuss et al., 2009; Berger et al., 2009; Köhler-Töglhofer and Reiss, 
2009) estimated growth from the economic stimulus packages between 0.72% and 0.9% in 
2009 and employment effects of 10,700 and 12,600 in 2009 (see table 21). 

Table 21: Estimates of the Effect of Economic Stimulus Packages in 2009 

Institute 
Volume 2009 
(millions of Euro) 

Growth impulse 
(% of GDP) 

Employment 
(No. of employees) 

OeNB 
(March 2009) 

6,610 0.82 12,600 

IHS (July 2009) 5,776 0.72 10,710 
WIFO (August 2009) 5,775 0.9 10,700 
AK (January 2010) 2,822 – 4,327 0.4 – 0.53 6,150 – 8,320 

Source: Angelo and Feigl (2009: 545, table 6). 
 
A detailed descriptive comparison of announced budget volumes and actual expenditures 
resulted in some concerns about the overall effects (Angelo and Feigl, 2009) and arrived at 
an expected growth impulse of about 0.5% of GDP and an employment effect of about 
7,000. 

In relation to the two labour market packages, the Federal Ministry of Labour, Social Affairs 
and Consumer Protection announced in 2009 that labour market package II helped 322,500 
employees and created or retained 34,500 working places (BMASK, 2009). The amount of 
money spent on labour market packages cannot be observed directly, as these measures 
are an integral part of existing budgets. 

The packages consisted of bundles of measures, with most measures just slightly modified 
from those already in existence. In the following paragraphs, a more detailed reflection is 
presented, aligned with the classification laid out in chapter 2. 



The Impact of the Financial Crisis on the Job Creation Potential of SMEs 
_________________________________________________________________________ 

PE 492.443 89 

Table 22: Details of Labour market Packages 

Measure Beneficiaries 
Retaining or creating 
work places 

Short-term working II 30,000 15,000 
Part-time employment prior to 
retirement 

5,000 2,000 

Educational leave 10,000 10,000 
Youth foundation 2,000  
Solidarity premium 5,000 1,000 
Single-person enterprise 6,500 6,500 
Assessment base 250,000  
Health insurance 6,000  
Temporary payment 8,000  
Sum 322,500 34,500 

Source: BMASK (2009). 

5.6.2. Access to finance 

When the financial crisis eventually led to a crisis in confidence in the global banking 
system, one would have expected the lending behaviour of banks to affect SMEs. In 
consequence, the first economic stimulus package provided measures to support SME 
access to credit. This may have resulted in a situation where “the evidence does not 
suggest a credit crunch for SMEs in Austria. Policy measures were implemented early on 
and the banking system has proved more resilient than expected at the onset of the crisis” 
(Hölzl, 2009:984). Nevertheless, credit conditions tightened and in 2008/2009, the equity 
ratio for SMEs decreased slightly but went up again in following years (WKÖ 2011). 

The measures included an increase of credits from the European Recovery Programme 
funds of € 400 million to € 600 million, a new micro-credit facility, extensions of guarantees 
and the foundation of an SME fund (Mittelstandsfonds), among other things (aws, 2010). 

The observed trend showed an increase in numbers of subsidized cases from the public 
business development bank (Wirtschaftsservice) of about 15%, while, at the same time, 
the overall volume decreased slightly (about -1%), as did the average project volume (aws, 
2010). This development was caused by shifts in demand from investment activities to 
operational activities during the crisis. Consequently, the features of subsidized credit were 
changed, allowing the funding of operational activities in 2009 and 2010, which may have 
favoured SMEs, since they are usually characterized by smaller investments, but need to 
finance operations from external sources (Schneider, 2010). At the same time, larger 
enterprises reduced their investments even more and the share of SMEs as beneficiaries 
increased (aws, 2010). 

The newly implemented micro-credit scheme (first up to € 30,000 and then raised to 
€ 100,000 in 2010) was among the measures that were well accepted by SMEs, but this 
was after a set-up period, when several actions took place to support the instrument (e.g., 
better informed banks, reduced handling time, etc.) (aws, 2010). 

Furthermore, the instrument of guarantees was extended. This was most successful in 
supporting the likelihood of an SME implementing a project (Meyer et al., 2011). In this 
respect, the guarantees worked as a kind of risk-sharing with “the public” and may have 
substituted for trust between banks.15  

                                          

15  Banks started to increase the collateral needed for credit; the guarantees worked to reduce the amount. 
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The foundation of the SME fund was an element to foster equity when SMEs are often 
characterized by relatively low equity ratios. This “aws-Mittelstandsfonds” is endowed with 
€ 80 million and provides equity and a silent partnership (€ 300,000 up to € 5 million for 
five to 10 years) to support growth in SMEs. 

Overall, the necessity to provide financial support not only for investments, but also for 
operational costs, will remain, especially when there is a lack of confidence during a crisis. 
While investment projects typically consume higher amounts of finance, the opportunities 
of funding from the economic stimulus package that were not fully used (aws, 2010) 
created discussions about the demand for “access to finance” (AK WIEN, 2010:S. 22) and 
opens questions about the real problems of SMEs (see Hölzl, 2009). This also raises 
questions about the long-term implications of reduced investments. 

Again, time is needed for the implementation of new instruments and for additional 
supportive actions to disseminate the information. 

Due to the fact that there was no evaluation, the real effects on growth and employment 
from instruments to facilitate access to finance cannot be presented, but it is argued that 
the cumulated activities retained about 70,000 employees and created another 9,000 jobs 
in 2010 (aws, 2011). 

5.6.3. Access to markets 

Measures to support access to markets were not very prominent in the packages, even 
though Austrian industry is highly export-oriented. Only smaller shares of packages were 
earmarked for activities related to the support of exports and of internationalization. This 
can also include subsidies for applied research and development for technology-oriented 
and young SMEs, and additional instruments to promote innovation, such as vouchers, 
worked quite well in support of SMEs. 

5.6.4. Conducive business environment 

The traditional Austrian approach to support demand by increasing public investment was a 
key part of the economic stimulus packages. Nevertheless, these measures did not address 
SMEs per se, but were intended to stabilize expectations and demand. This helped to create 
a conducive situation for SMEs, at least in retailing and tourism, as private consumption 
was maintained. 

Three publicly owned enterprises were involved in public investments: the railway, the 
motorway and expressway network and the public-estate company. These infrastructure 
investments are quite effective (for the construction sector and related suppliers, which are 
often SMEs), but it is not easy to increase public investments in infrastructure very quickly. 
Most investments need substantial preparation (architects, planning, tendering, etc.); only 
a few projects were ready for immediate advancement. Consequently, there have been 
signs that the full volume of investments that had been suggested was not achieved (AK 
WIEN, 2010). 

Subsidizing the installation of thermal isolation was among the most successful measures of 
economic stimulus package II: it favoured SMEs, creating positive employment effects, was 
implemented with little red tape and had ecological benefits (AK WIEN, 2010). 

5.6.5. Short-time working schemes 

STW was the most important measure in the labour market package. About 67,000 persons 
in approximately 500 companies took part in 2009, decreasing to about 24,000 persons in 
around 260 companies in 2010 (BMASK, 2011b). Public spending on this arrangement 
culminated at € 113.52 million in 2009 and € 54.87 million in 2010 (AMS, 2010).  
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STW was already in place but was extended to 18 months in labour market package I and 
further extended to a maximum of 24 months, with the enterprise’s share of social 
insurance paid by the government after seven months in labour market package II. 
Another objective in the expansion of measures was to reduce the difference between 
Austrian and more generous German measures (BMASK, 2009). 

Nevertheless, demand was less than expected (AK WIEN, 2010). This was partly due to the 
costless registration, which generated much more registrations than actual applications. In 
the end, only about two-thirds of registered companies applied for STW (see Ederer et al., 
2010). STW was also used less than in Germany and more by larger SMEs and large 
enterprises as a result of different conditions. Companies had to pay less in Germany and 
employees got more out of it. In Austria, employers needed to pay the full social insurance, 
based on full-time employment and a guaranteed net wage (see Hofstätter et al., 2011). 

STW may not have been the best measure for micro-enterprises and small enterprises, 
because of the requirement for an agreement with a social partner. Most small enterprises 
do not have a work council, which makes it more difficult to get a social-partner 
agreement. 

Other observations can also be made: 

 There are indications that highly qualified employees were fired less often than 
others because it would not be easy to re-hire them after the crisis. This is a context 
in which STW works. 

 STW was viewed more positively by employees’ representatives than by industry 
because of the bargaining requirement for a social-partnership agreement. 

 STW and education do not really work (there were only about 9000 applicants). This 
combination would need much more flexibility (as there is in Germany) but perhaps 
it would then result in more windfall profits. 

Overall, STW was relatively successful in bridging the gap in demand for employees, but 
there is some indication that it was too complicated and it might also hold back productivity 
growth by delaying reallocation to more productive enterprises or sectors. However, the 
quickly diminishing numbers involved in STW in Austria in 2010 seem to indicate limited 
negative impacts (Ederer et al., 2010). 

5.6.6. Training and human resources and skills development 

Other labour market measures in Austria included activities to support and improve 
qualifications, ranging from short-term training to educational leave. In 2009, about 
293,000 unemployed individuals had some form of training, compared to 290,000 in 2010 
(BMASK, 2012). In the labour market packages, qualifications were specifically addressed 
through incentives to combine short-term work with training and adapting existing schemes 
for educational leave. 

However, the combination of short-time work with training does not appear to have been 
very popular. Only about 10% of 67,000 persons in short-time work in 2009 received 
subsidized qualification training (Hofstätter et al., 2011). A survey among 300 of the most 
important companies suggested that short-time work had been implemented in 48% of 
these companies, but only six complemented short-time work with qualification training 
(Eichmann and Bauernfeind, 2009). The reason for this might be a somewhat dysfunctional 
incentive structure: short-term work is implemented to ensure flexibility in underused 
capacity, but educational activities and training typically consume specified time periods, 
where the employee would not be available on short notice.  
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Consequently, the combination of short-term work and qualification training was used more 
often in larger enterprises with some internal flexibility. 

Educational leave was used very rarely before the adaptations resulting from the labour 
market packages, which made it possible to go on leave for two to 12 months. Before, 
there was a minimum of three months. Application were eased as well, with beneficiaries 
only having to be employed for half a year, while before, one year was required. During the 
crisis the use of the measure skyrocketed, increasing from about 1500 in 2008 to a peak of 
about 6800 in November 2009. There was a concentration of educational leave in some 
enterprises, which might indicate that it was an enhancement of or substitute for STW 
arrangements. Nevertheless, the fact that more than 40% of persons taking educational 
leave were from enterprises with 11 to 99 employees indicates that this measure might 
have been more supportive for SMEs (and micro-enterprises to a lesser extent) (Lassnigg 
et al., 2011). 

It is important to recognize that the measure is mainly used by people with a better 
educational background. Very often, it is used for finishing formal education, so it is often 
too short in duration (Lassnigg et al., 2011). Often employees thought that they would 
send the wrong signal to their employer if they applied for educational leave, which might 
explain the higher application rates during the crisis. 

Overall, it can be concluded that training and the development of human capital can only 
work during a crisis when there is some long-term orientation. There are not often large 
immediate effects. 

5.6.7. Labour market reform 

There was no real labour market reform included in the packages, but some other 
measures had an effect on participation in the labour market. Among these were the part-
time employment of older people, the free final year of kindergarten or measures to 
support one-person enterprises. 

Part-time employment for older people prior to retirement seems to reduce unemployment 
risks, but it does not always work in the intended way (Graf et al., 2011). Policy-makers 
wanted to reduce early exits from the labour force with this model, but most workers 
decided to continue to work full-time for a specified period and reap the benefits of the 
model afterwards,16 resulting overall in rather negative effects as an alternative for early 
retirement. Changes in the reimbursement of costs (55% with the block model compared to 
90% for a continuous model) were made in the labour market packages in response to this, 
making the continuous model more preferable. Nevertheless, some have argued that this 
scheme was used to reduce capacity (using the block model) during the crisis, generating 
sizable deadweight losses, while it was not always easy to differentiate the “real” incentives 
of beneficiaries.  

So, it is argued that changes in the flexibility of working hours could have worked better. 
This is also shown by the fact that enterprises often reacted to the crisis by reducing the 
stock of leave entitlements, overtime accounts and “leaving” (firing with a guarantee to 
rehire later). 

Another measure was the free final year of kindergarten. This produced an immediate 
reaction by increasing the numbers of children in kindergarten. It also provides 
opportunities for women to participate in the labour market over the long run (AK WIEN, 
2010). 
                                          

16  This is a so-called “block model” where working hours are accumulated in the first period (the “block”) and the 
free time is consumed in a second period afterwards. 
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5.7. Conclusions 

In Austria, the packages and measures taken as a response to the crisis have not yet been 
evaluated; hence, the effects of the measures are not always clear. This also holds for their 
effects on SMEs. 

Still the following conclusions can be drawn from experiences so far: 

 The influence of the crisis on SMEs has differed very much by sector, company size, 
customer base and market, which together represent the broad heterogeneity of 
SMEs. SMEs active in the same sector but with different customers may have been 
hit quite differently by the crisis. 

 SMEs themselves took various steps, like reduction of overtime stocks, leave 
entitlements and savings, before or in parallel with using “official measures”.  

 The quite different situations of individual SMEs made it difficult to foresee the 
impact of different measures on different types of SMEs. 

 Taking this into account, the packages, or “menu of measures” approach appeared 
to be an appropriate response, providing different instruments to apply tailor-made 
solutions. Indications in the use of the different measures provide some evidence 
that “self-service” from the “menu” worked and concurs with the recommendation to 
respond with packages rather than with single measures. 

 Almost all the measures had been in place before, and the packages consisted more 
or less of increased allocations or adaptations of measures, which resulted in quick 
reaction times. There were delays in implementing new measures,17 resulting in the 
recommendation that countries should have a “tool-box” at hand (before a crisis). 

 The existing traditional institutional setting with well-developed and routine 
interactions among government, social partners and agencies resulted in a quick 
consensus about the actions and packages necessary. Furthermore, this supported 
stable expectations in the population, giving a feeling of stability and a belief in 
functioning institutions. This is seen as the most important feature in this respect 
and may have worked quite effectively for SMEs. 

 

                                          

17  From deciding about the law to the implementation of guidelines and application by beneficiaries, interviewees 
reported a period of about 1 to 1.5 years.  
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6. ACTIVE LABOUR MARKET POLICIES:  
 THE CASE OF LITHUANIA 

KEY FINDINGS 

 Active labour market policies with particular focus on young people and small 
enterprises have been at the heart of the recovery measures in Lithuania. The 
aim was to retain and safeguard jobs. 

 The financial crisis has been an incentive to change the framework for active 
labour market policies through amendments to the Law on Employment 
Promotion and the Labour Code, as well as through the new performance-based 
delivery model that is underway. 

 The labour market system was previously rigid and not prepared for major 
changes in economic circumstances, making it very difficult for companies to 
react to both positive and negative fluctuations in the economy and markets. 

 Close interaction with and involvement of social partners in both the design and 
implementation of the measures have been vital for their success. It has also 
helped to fit the measures to the requirements of the two main target groups 
(unemployed people and employers) and has also been vital for the speedy 
process of designing and implementing the measures to meet the crisis. 

 Budgetary restrictions, combined with the pressure to provide quick solutions, 
have resulted in changes to existing measures but have left little room for new 
types of measures and initiatives. 

 So far it is difficult to assess the impact of the measures. However, they have 
been well used, and a large number of jobs have been safeguarded and created. 

 Lithuania is a small country and relatively new to the EU system. The 
interviewees considered an exchange of knowledge on good practices to be an 
important tool for improving current measures and getting ideas about new types 
of approaches. 

6.1. Introduction 

Lithuania is a good example of a Member State that had taken little action to change the 
country’s very inflexible labour market legislation until the effects of the financial crisis 
became apparent. 

Since then, major changes have been pushed through the regulatory system, supported by 
other recovery measures. These changes have been inspired partly by the Danish 
flexicurity model, were triggered by the financial crisis (Gruzevskis and Blaziene, 2009), 
and partly by other systems in Latvia and Germany. Policy-makers also appear to be 
learning, as several corrections to regulations were made when the first regulatory changes 
did not provide the expected results. This has also resulted in new initiatives to support 
these changes. At present, the policy climate appears to be more open to industry input, 
and implementation bodies are much more pro-active. 
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This case study focuses on labour market recovery measures, which include important 
amendments to existing labour market programmes and legislation as a result of the 
financial crisis. In Lithuania, there has been particular focus on small businesses and on 
youth unemployment, which has proven to be a major problem in several Member States. 

6.2. Background and purpose of the policy measures 

As in many other Member States, SMEs form the backbone of the Lithuanian production 
system, making up 99.8% of all enterprises in Lithuania, which is similar to the EU-27 
average. 

In terms of employment and value-added, SMEs in Lithuania account for 76% of 
employment in the business economy and produce 64% of the value-added, which is 
significantly higher than the EU-wide figures for SMEs (67% and 58%, respectively) 
(European Commission, 2011b). 

Some of the large industry sectors in Lithuania are subject to seasonal work, and the old, 
rigid labour system gave the companies many problems, as they either had to pay for the 
workers during periods of low production or had to lay off workers, not knowing whether 
they would be able to rehire them for the main season. The textile and construction sector 
are examples. 

The financial crisis has had a large impact on Lithuanian companies. Figure 11 shows the 
development in the unemployment rate from 2005 to April 2012. 

Figure 10: Change in unemployment rate in Lithuania from 2005–2012 

 
Source: Statistics Lithuania, Business statistics. 
 
There has been a sharp increase in unemployment, from only 5.8% in 2008 to 13.7% in 
2009, followed by another increase in 2010 to a level of 17.8%. However, in 2011, the 
unemployment rate dropped to 15.4%, and the latest figures show a further drop to 13.8% 
in April 2012.18 It is estimated that approximately 11% (85,000 employees) of the 

                                          

18  Seasonally adjusted. 
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workforce in Lithuanian SMEs lost their jobs, with the worst-hit sectors being construction, 
manufacturing and transport (European Commission, 2011b).  

In comparison, in the EU overall it is estimated that 823,000 out of a total of 87.5 million 
SME jobs have been lost since the onset of the crisis (Europost, 2011). 

Because of the financial crisis, the focus has been on reducing the increasing 
unemployment and on retaining jobs through active employment promotion, using the 
funds from the European Social Fund and the European Globalisation Adjustment Fund 
(Ministry of Social Security and Labour – Lithuania, 2011). 

Similar to most other Member States, the Lithuanian government took action in 2008–2009 
to counter the negative effects of first economic downturn starting in 2008, by deciding on 
and implementing several recovery measures related to the labour market, paying special 
attention to small businesses and youth employment. These recovery measures make up 
the Unemployment Reduction Programme, which was drafted to combat the impact of the 
crisis, particularly problems relating to the labour market and, by doing so, to reduce 
possible oncoming social risks. There was particular focus on creating more possibilities for 
persons commencing labour activities (especially young persons) and for small businesses 
(self-employment). 

We have chosen to look at the following recovery measures related to labour market 
legislation and SMEs: 

 amendments to the Law on Employment Promotion in 2009; 

 amendments to the Labour Code of the Republic of Lithuania (2009, 2010, 2012); 

 restructuring of the Lithuanian Labour Exchange (2009). 

These measures aimed to replace the more rigid labour market legislation and Labour 
Code, which caused major problems for companies when the financial crisis hit. The aim of 
the recovery measures was to both retain and create jobs. While the restructuring of the 
Lithuanian Labour Exchange is not a recovery measure, it plays a role in achieving the 
goals of the recovery measures. 

6.3. Key characteristics of the measures 

6.3.1. Amendments to the Law on Employment Promotion in 2009 

Several amendments to the Law on Employment Promotion were introduced in 2009. Five 
were introduced in response to the financial crisis: 

 public works; 

 youth employment; 

 promotion of small businesses through business certificates; 

 labour skills promotion; 

 vocational training. 

Short-time work and public works 

The amendments provided an opportunity to combine short-time working and public works 
in enterprises suffering from the financial crisis (who were also participating in an STW 
scheme) by providing training grants and an opportunity to participate in vocational 
training for those given redundancy notices. Under these measures, companies that 
announced reductions in work time could organize public work for their employees.  
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They would receive wage subsidies from the public employment services with up to 100% 
payment for public works (based on the minimum hourly wage), and the associated social-
security contributions would also be reimbursed. This included part-time workers. 

The aim was to help companies retain their employees during a period of temporary 
disruption, such as the financial crisis, while the employees could earn additional income 
and acquire qualifications that might be required by another employer. A training grant of 
up to 70% of the minimum monthly wage was available for the time spent by an employee 
in vocational training. Although not directly related to support for those affected by STW 
and temporary layoffs, workers who had been dismissed under these circumstances could 
also benefit from vocational training. 

About LTL 46,000,000 (approximately € 13.4 million) were spent on financing public works, 
out of which 77% originated from the European Social Fund, 19% from the Employment 
Fund and 4% from the European Globalisation Adjustment Fund. The average cost per 
person participating in public works reached LTL 1350 (€ 390), and the average duration 
was approximately two months. 

Youth employment 

Before the amendment, persons aged between 26 and 29 were not included on the list of 
additionally supported individuals under the Law on Employment Promotion. However, due 
to the rise in youth unemployment, the Ministry of Social Security and Labour decided to 
focus on this problem. This focus was also inspired by the extremely high youth 
unemployment levels in other Member States. Including this age group meant that young 
people could participate in subsidized employment and receive support for acquiring 
professional skills within a limited time frame. 

The additional support included wage subsidies paid for a period of up to six months, and 
up to 12 months for persons taking up their first employment and participating in measures 
for acquiring working skills. On 15 July 2010, the ESF-financed project “Be Active in the 
Labour Market” was launched with the aim of encouraging youth employment by providing 
opportunities to acquire practical skills. 

Promotion of self-employment through business certificates 

The promotion of small businesses through business certificates has been an important part 
of the Unemployment Reduction Programme. 

The business certificate is a documentary proof of payment of a fixed income tax payable in 
respect of individual activities included in the list of the types of individual activities 
undertaken under business certificates, as approved by the Government of the Republic of 
Lithuania (Eurofound, 2009b). 

In the Law on Employment Promotion, unemployed persons could commence individual 
activities with a view to generating income over a continuous period, and through the 
business certificate, they received a subsidy of 25% of the minimum monthly wage each 
month to cover related expenses. Business certificates were issued for periods ranging from 
one to 12 months, and the average paid out per month has been in the region of LTL 200 
(€ 58); LTL 1.6m (€ 465,000) was allocated from the Employment Fund. 

Labour skills promotion 

One of the major labour market issues in Lithuania was the mismatch between the 
qualifications of the labour force and the kinds of qualifications requested by employers. 

Therefore, employers who organized measures for acquiring work-related skills and who 
employed persons sent by the Lithuanian Labour Exchange were eligible to receive a wage 
subsidy.  



Policy Department A: Economic and Scientific Policy 
_________________________________________________________________________ 

98 PE 492.443 

However, it was recognized that some unemployed individuals needed more than the initial 
three months to acquire the occupational skills demanded by employers, so the period was 
extended to five months. For persons who start working for the first time, the upper limit is 
now 12 months. 

The measure was financed through the ESF with LTL 14,100,000 (approximately 
€ 4 million), with an average cost of LTL 1,800 (€ 520) per person. 

Vocational training 

Amendments to the acts were made in order to ensure the implementation of vocational 
training to meet the needs of the labour market, with the aim of increasing the efficiency of 
re-qualifying unemployed persons as well as the pace and flexibility of labour market 
changes. The system of vocational training for the unemployed was revised by reorganizing 
it into a system where employment with a specific employer was offered after completion of 
a vocational training programme. The jobseeker must undertake to work for this employer 
for at least six months (Ministry of Social Security and Labour – Lithuania, 2011). 

As of July 2012, the labour exchange aims to be more flexible and faster at meeting the 
demands of employers for a qualified labour force by organizing public procurement 
procedures to buy vocational-training services lasting two to three months (Lithuanian 
Labour Exchange, 2012). 

6.3.2. Amendments to the Labour Code of the Republic of Lithuania 

Because of the financial crisis, the Ministry of Social Security and Labour started discussing 
how to amend the Labour Code of the Republic of Lithuania in order to tackle economic 
problems (Gruzevskis and Blaziene, 2009, 2011). The adoption of the new Lithuanian 
Labour Code is an important step forward in the regulation of labour market relations in the 
country. The main aim of the amendments is to make employment regulations more 
flexible and to help businesses to adapt to changing market conditions, such as the current 
financial crisis. 

The Labour Code was amended in 2009 and 2010, and on 13 June 2012, new amendments 
were debated in a meeting with the government in the Cabinet of Ministers. 

2009 amendments 

In August 2009, the first amendments to the Labour Code were adopted, allowing shorter 
periods for notice of dismissal to be granted in collective agreements, along with smaller 
redundancy payments. Furthermore, longer overtime hours were included in the 
amendments as well as settlements of accounts with employees after the date of their 
dismissal (Gruzevskis and Blaziene, 2011:9). However, these amendments had limited 
impact on the flexibility of labour relations because there is a limited number of collective 
agreements in Lithuania. These amendments were active until December 2010. 

2010 amendments 

In 2010, a further set of amendments to the Labour Code were adopted. The fundamental 
amendment provided the opportunity to sign fixed-term contracts for new jobs on a short-
term basis. Only 3% of the contracts in Lithuania are fixed-term, but the number is 
increasing. The intention is to create new job opportunities by allowing employers to have 
fewer obligations, compared to having permanent employment contracts. This measure will 
stay in force until 1 August 2012. 

Furthermore, the amended Labour Code set more flexible overtime conditions. Employers 
can now assign overtime work by written consent and at the request of an employee. 
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2012 amendments 

On 13 June 2012, a new set of amendments (prepared by a special working group of social 
partners, specialists of the ministry, labour inspectors and scientists) was presented to the 
Lithuanian government. (It should be noted that the trade unions were against most of the 
proposals made by the special working group.) 

The suggested amendments include the following: 

 Fixed-term contracts for a permanent job may be concluded for a period not 
exceeding two years and can be renewed twice. 

 The maximum average working time, including overtime, is 48 hours per week. 

 Annual leave is calculated in working days instead of calendar days. 

 The administrative burdens in connection with contracts have been reduced. 

 Notice of termination of an employment contract will be from one to three months, 
depending on the length of the contract. 

The decision on these amendments now lies with the Lithuanian Parliament. 

6.3.3. Lithuanian Labour Exchange 

The Lithuanian Labour Exchange (2008) has been restructured to increase the efficiency of 
the support it offers to jobseekers in providing them with an opportunity to acquire the 
skills to compete and succeed in the labour market. It also pays unemployment-insurance 
benefits and helps employers find qualified labour through a large database for vacancies 
and jobseekers. 

In October 2010, the Lithuanian Labour Exchange was restructured. A new working model 
for the regional labour exchanges was introduced and 46 local offices were replaced by a 
more customer-oriented scheme of 10 local labour exchanges. These local branch offices 
also operate in almost all the municipalities in Lithuania. Each branch has a number of 
consultants who provide services to jobseekers and companies, and the local exchanges 
manage the administrative tasks. 

It is expected that the new management model will facilitate flexible and effective planning 
and implementation of the labour market policy measures, taking into account the needs of 
employers in the region and the situation in the labour market. It is anticipated that about 
90% of the employees of the Lithuanian Labour Exchange will work directly with customers 
after the reform (Gruzevskis and Blaziene, 2011). 

6.4. Design and implementation of the measures 

6.4.1. Design 

The time issue was a key factor in the design of the amendments, as they were meant to 
create and sustain jobs in times of financial crisis. The partners involved were therefore 
under pressure to shorten the time from discussion to when the funding reached the target 
group. This took approximately one year. 

Amending both the Law on Employment Promotion and the Labour Code was a sensitive 
issue and there was a feeling of urgency to act quickly. This time pressure was intensified 
by extensive media coverage, so a number of working groups were set up as a response to 
the financial crisis. Numerous meetings were held to discuss the amendments, including a 
social dialogue, with participation of the Tripartite Council, that consisted of representatives 
from the government, trade unions and employers' organizations.  
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Although the social partners had some apprehensions about certain issues in connection 
with the amendments, the decisions were made at a faster pace than normal, due to the 
urgency of the rise in unemployment. 

The amendments were also inspired by international good practices, mainly from Germany 
and Latvia. Representatives from the Lithuanian government went to Latvia to exchange 
information on good practices with the Latvian Ministry of Welfare. This provided input to 
the amendments related to vocational training issues.  

Representatives from the Ministry of Social Security and Labour often attend seminars in 
order to exchange good practices and use this for inspiration, not just for the amendments, 
but also for policy-making purposes in general. 

Normally, the government carries out ex ante studies before making changes to policies 
and laws, but due to the urgency of developing recovery measures to help Lithuanian 
companies and their employees during the financial crisis, other sources were used to 
obtain information from employers and unemployed persons. 

The Lithuanian Labour Exchange carries out a bi-annual survey among employers and the 
unemployed to identify the needs in the labour market. This information is passed on to the 
Ministry of Social Security and Labour, where it is used to inform and guide policy-makers 
in creating effective and active labour market policy. This was also an important source of 
information for the amendments of the Law on Employment Promotion and the Labour 
Code, particularly the amendments related to vocational training. The central and regional 
branches have an ongoing dialogue with social partners and are therefore important 
informants on changes in the labour market. 

Due to financial constraints, no additional budget was allocated to retain and create jobs in 
a period of financial austerity, which meant that already existing measures had to be used 
to increase efficiency and flexibility. There was increased use of European funds, especially 
the European Social Fund (see figure 13). 

Figure 11: ESF financing and state financing for employment measures,  
2008–2011 

 
Source: Lithuanian Labour Exchange (2012). 
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6.4.2. Implementation 

The Lithuanian Labour Exchange and its 10 local branches implement the active labour 
market policies, including those amended due to the financial crisis. According to the Law 
on Employment Promotion, the social partners, represented by the Tripartite Council, have 
to be involved in all the institutions implementing active labour market policies.  

The close dialogue and frequent meetings between the social partners and the 
implementing institutions as well as the involvement of the social partners in the design 
phase speeded up the implementation process. The on-going dialogue and the transfer of 
information from the social partners to their members have been an important element in 
the speedy implementation. 

The Lithuanian Labour Exchange also implemented new measures to ensure the use of the 
recovery measures, especially for the target groups, focusing on youth employment and 
small enterprises. It has established 11 regional youth employment centres to prompt the 
integration of young people into the labour market and to assist them in gaining a better 
understanding of employment. These services are free of charge and include information 
and counselling for young jobseekers. They introduce the world of professions to young 
people, organize informative events and practical training, assist in preparation for job 
interviews, consult on how to introduce oneself to an employer and provide motivational 
and entrepreneurship seminars. 

The Labour Exchange is currently undergoing several changes related to the delivery of 
services with the aim of increasing flexibility aligned with the amendments made by the 
government. It is a performance-based model in which faster and more flexible solutions 
are the central theme. 

6.5. Assessment and success of the measures 

There was a decrease in the number of unemployed persons from the end of 2010 to the 
beginning of 2012, whereas the previous period shows an increase in unemployment. It is 
very difficult to assess whether this change is a direct result of the measures described 
above, or just a general economic recovery. However, the extensive use of measures, as 
described below, suggests that their impact has been positive, especially when the time of 
implementation (mainly mid-2010, except from the Labour Code amendments from 2009) 
is when the positive development started. 

It is also important to note that the unemployment level, although lower than in 2010, 
remains much higher than it was before the crisis. One way to assess the success and 
impact of the recovery measures is to look at the results of the ESF-funded projects from 
2009–2012 when the amendments were implemented. Out of the 1500 companies 
participating, of which 99% were SMEs, it has been estimated that 80% kept jobs that, 
without support, would have been lost due to the financial crisis (Lithuanian Labour 
Exchange, 2012). 

The following sections show the output of the individual amendments to the Law of 
Employment Promotion. However, the latest figures are from 2010, so the real impact is 
difficult to assess. 

6.5.1. Youth employment 

By 1 January 2011, 2500 young persons under the age of 29 had participated in the youth 
employment initiative, which was introduced as part of the amendment of the Lithuanian 
labour market legislation in 2009.  
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6.5.2. Public works 

A total of 33,400 persons completed their participation in public works in 2010. The 
average duration of participation, according to municipal programmes, lasted for 1.8 
months. 

6.5.3. Promotion of small businesses through business certificates 

The monthly average number of unemployed persons who started individual activities 
increased by 83% from 2010, compared to 2009. This was particularly the case in the 
second half of 2010, when the amendments concerning business certificates and 
reimbursement of social insurance were implemented. More than 6000 applications were 
selected, and LTL 1,600,000 (€ 465,000) from the Employment Fund was allocated. 

6.5.4. Labour skills promotion 

About 60% of unemployed persons participating in the measure found a job. In 2010, more 
than 4700 employers used the financial opportunities provided by the measure for 
acquiring work skills, the majority of which were small businesses (2300). 

6.5.5. Vocational training 

More than 12,000 persons completed vocational training. Since 1 October 2010, after the 
local labour exchanges took over some of the functions of the Lithuanian Labour Market 
Training and Counselling Authority, 100,000 unemployed people took advantage of the 
vocational training and counselling, and 3600 unemployed persons participated in training 
aimed at motivating them to work or study or to acquire employment skills. 

6.6. Conclusions 

As mentioned in the section above, the latest assessment of these measures was carried 
out in 2010, so it is difficult to draw conclusions on the final results. It is, however, possible 
to draw some conclusions on the process and the initial impact of the amendments to the 
Law on Employment Promotion and the Labour Code: 

 The financial crisis has been an incentive for a much-needed change to the 
framework for active labour market policies, in terms of both the Labour Code and 
amendments to the Law on Employment Promotion, as well as the new 
performance-based delivery model that is underway. Previously, the system was 
rigid and not prepared for major changes in economic circumstances, making it very 
difficult for companies to react to both positive and negative fluctuations in the 
economy and the markets. 

 Close interaction and involvement of social partners in both the design and 
implementation of the measures have been vital for their success. This is true for 
their match to the requirements of the two main target groups: unemployed people 
and employers. It has also been vital for the speedy process of designing and 
implementing the measures in a time of crisis. 

 Budgetary restrictions, combined with the pressure to provide quick solutions, have 
resulted in changes to existing measures, which provided little room for new types 
of measures and initiatives. 

 Lithuania is a small country and relatively new to the EU system. The interviewees 
considered knowledge exchange on good practices to be an important tool to 
improve current measures and get ideas about new approaches. 
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 The main focus has been on young people and small businesses, particularly self-
employment. There has been no specific focus on SMEs as a group, although the 
majority of companies using the measures have been SMEs. However, this is to be 
expected as more than 99% of Lithuanian companies are SMEs. 
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7. CONCLUSIONS AND RECOMMENDATIONS 

7.1. SMEs and the employment impact of the crisis 

The effects of the financial and economic crisis on the European economy have been strong 
and pervasive. Both GDP and employment have been severely affected. In 2008, Europe 
counted 20.9 million SMEs, which is 99.8% of all enterprises in Europe. Together, SMEs 
accounted for the overall employment of 90.6 million persons, or two-thirds of the total 
private-sector employment in Europe. By 2010, the number of SMEs had decreased to 
20.8 million, with an overall employment of 87.5 million persons, or 3.1 million fewer than 
two years before. The impact of the crisis on SMEs has differed substantially, not only 
between countries but also between sectors, size of company and type of customer within 
countries. This differential impact corresponds to the heterogeneity that characterizes the 
SME landscape in Europe. 

Whereas the 2008/2009 crisis was followed by a short upswing in the economy 2010, 2011 
was characterized by a new phase, with the crisis manifesting itself in the form of a 
recession in various Member States. This deepening of the crisis had significant 
consequences, not only in terms of GDP and unemployment, but also for producer and 
consumer confidence. The Economic Sentiment Indicator (ESI) for the Euro area and the 
leading European economies has been in decline since early 2011—after a steep rise since 
its lowest point in 2008 (European Commission DG ECFIN, 2012b). A reversal of this 
negative trend is not yet in sight, and the consequences of this development are that 
companies have been more aggressive in reorganizing and in shedding personnel—unlike 
the preceding period (2008–2010). Whereas in the preceding period, the possibility of 
demand improving led companies to keep their personnel and engage in STW and other 
measures; negative economic sentiments and market prospects have now led companies to 
force through reorganizations and lay-offs. 

7.2. Crisis-induced actions and policy measures with a focus on 
employment 

Since the beginning of the crisis, companies, governments and social partners in Europe 
have taken active steps to weather the crisis and to reduce its consequences. Many SMEs 
have responded by increasing their flexibility, using changes in leave entitlements, savings, 
etc., to mitigate the effects of the crisis. While short-time working measures and skills 
development and training are the most important policy measures taken so far, active 
labour market policies make up a third category, with a focus on young people and small 
enterprises. Most Member States have applied packages rather than single measures, and 
the best packages provide a menu of choices for companies and workers alike, thus 
offering room for flexibility and for tailoring the measures more to a company’s needs.  

An important observation is that, with few exceptions, crisis-related policy measures and/or 
policy packages have not—or not yet—been subject to explicit evaluations or impact 
assessments, neither mid-term nor ex post. The overall assessment provided in this report 
is therefore based on selected interviews and expert judgements. 

The crisis has led to significant adjustments in existing-labour market policies and has 
acted as a lever for introducing longer term and more fundamental system changes. 
Lithuania is a good example of a country where there was significant change as a result of 
the crisis.  
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Governments are usually not the only actors in such changes; the support and acceptance 
of such labour market reforms by social partners is vital. Social partners have also been 
very active when it comes to skill development and training. 

In addressing the effects of the crisis, the factor of time appears to have been crucial. 
Rapid implementation of policy measures and the ability to create the desired policy effects 
on short notice is best served with a policy toolbox of measures that are already in place 
and can be adapted and applied flexibly.  

Whereas some of the policy measures applied in the crisis period, starting in 2008, have 
been specifically designed for and directed towards SMEs, the majority of measures have 
been open to all companies and, hence, not specific to SMEs. Measures specifically targeted 
at SMEs include improving access to finance using micro-credits and guarantees, along with 
training, information and advisory services. 

7.3. Short-time working arrangements  

Many Member States have deployed STW schemes in order to address the labour market 
challenges arising from the crisis. However, STW schemes are not undisputed (e.g., see 
EEO, 2010), as (1) they have turned out to be costly from a budgetary point of view, 
shifting adjustment costs away from companies to taxpayers at large, and (2) they have 
also tended to subsidize jobs that would have not been retained otherwise, hence creating 
significant deadweight losses for the economy as a whole. Moreover, by providing subsidies 
to some companies but not to others, STW schemes could distort competition between 
companies. With regard to the participation of SMEs in STW programmes, available 
evidence from a few countries (Germany, the Netherlands and Austria) indicates that SMEs 
were underrepresented in STW schemes. Finally, STW measures score poorly on 
inclusiveness because both the unemployed and other people outside the labour market 
were not addressed. 

The budgetary implications of STW schemes are considerable. For instance, in Germany, 
public expenditures on STW were on the order of € 500 million monthly during the period of 
operation. In the current austerity period, in which the focus is on government debt, STW 
schemes are not the most logical choice for addressing the effects of the crisis.  

STW schemes can, by their very nature, only be cyclical and temporary. The effectiveness 
of an STW measure depends strongly on expectations of recovery and whether such 
expectations prove to be correct. If a crisis continues, companies will sooner or later have 
to lay people off. And while STW arrangements might also delay necessary structural 
adjustments in the economy, on the positive side, they have avoided mass dismissals (and 
their associated costs), saving jobs in the crisis and helping companies that otherwise 
might have gone bankrupt. They not only save companies the costs of recruitment and 
rehiring people when the crisis is over, but they also ensure the continuity of production 
and provide stability to the system.  

In order to be successful, STW arrangements need to include the following considerations:  

 They need to be short-time in nature: longer duration can lead to delays in making 
necessary structural changes and in restructuring companies. “Short-time” is 
defined in months rather than years.  

 They need to explicitly include conditions or rules on whether and how training is 
taken on board within the short time period of the arrangement, thereby defining 
how active or passive the STW measure is.  
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 They need to address the issue of inclusiveness. STW measures focus on those at 
work and need to be balanced with measures aimed at the unemployed. 

 In the design of STW measures, explicit attention needs to be paid to limiting the 
distortionary effects that these measures might have by paying attention to 
eligibility, duration, generosity and other conditions. 

 7.4. Skill development and training 

Training has been widely used by European countries during the crisis. The country cases 
show that there is a wide variety of approaches to training and skill development, 
depending on the country’s national and sectoral characteristics. Some countries took an 
interventionist approach by making training compulsory in the case of STW. Other countries 
focused on facilitating training activities though information services, etc. The use of 
training programmes during the crisis has helped to develop and strengthen a culture of 
education and training—and learning in general—at the company level. 

There is broad consensus across European countries and among social partners on the 
importance of training and skill development to improve future competitiveness and 
economic growth. Views differ, however, with regard to the effectiveness of training as a 
short-term measure to reduce the effects of the crisis. A distinction is made between job-
oriented and company-oriented training on the one hand and the development of general 
skills on the other. While the former may be directly instrumental in the crisis, the latter is 
aimed at the longer term development of staff. To increase the flexibility of training, 
companies have shifted towards new models: individualized approaches using e-learning 
have become increasingly important.  

In most countries, training and skill development has involved a range of stakeholders. 
Social partners and government (at the national, regional and local levels) have played an 
active role in all the countries reviewed. Some countries have established new bodies or 
mechanisms to further institutionalize training coordination (e.g., the UK Commission on 
Employment and Skills). Such bodies should pay specific attention to the participation of 
SMEs in training programmes, which is a key issue in skill development. 

More evidence on SME participation and information on their specific needs and constraints 
in relation to training and skill building are needed, in relation both to short-term options in 
the crisis and for longer-term strengthening of competitiveness.  

Finally, the European Social Fund has been an important and growing source of funding for 
training-related activities in all the countries reviewed, and it has been particularly 
important in countries in Eastern and Southern Europe. The role of the ESF in training 
programmes targeted at the needs of SMEs may need to be further strengthened.  

7.5. Country experience: Austria  

Since 2008, SMEs in Austria have used a wide array of options to weather the crisis, 
parallel to or even before using policy measures. Companies have sought to cushion the 
effects of the crisis and to increase company flexibility with respect to working time by 
reducing overtime and by addressing leave entitlements and savings. 

The heterogeneity of SMEs means that the impact of policy measures has not been equal 
across SMEs, nor have these measures had equally foreseeable effects.  
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The application of a “menu of measures” (i.e., the package approach) appeared to be 
appropriate and has provided an amalgam of instruments that made it possible to apply 
tailor-made solutions to each single and unique SME concerned. There are indications in the 
use of the different measures that “self-selection” from the menu worked. 

Almost all measures had already been in place prior to the crisis: crisis packages consisted 
of adaptations and extensions of these existing measures, together with an increase in the 
allocated budgets, both of which allowed a quick response. In contrast, there were delays 
in the implementation of new measures. It is therefore recommended that countries have a 
developed and proven “toolbox” at hand that can be deployed in crisis situations. 

What also helped in reaching a quick consensus about the actions and packages necessary 
was a responsive institutional setting with well-developed, routine interactions between 
government and social partners, as well as in agencies. Furthermore, this consensus 
supported stable expectations in the population (giving a feeling of stability and 
strengthening the trust in functioning institutions). This stabilisation of expectations is seen 
as a very important feature in this respect and may work quite effectively for SMEs. 

7.6. Country experience: Lithuania 

The widely felt effects of the crisis were a clear and strong incentive for a much-needed 
change in the framework for labour market policies in Lithuania, in terms of both the 
Labour Code and amendments to the Law of Employment Promotions, as well as the new 
performance-based delivery model now underway. The system had previously been rigid 
and unprepared for major changes in economic circumstances, making it very difficult for 
companies to react adequately to market fluctuations. Budgetary restrictions, combined 
with the pressure to provide quick solutions, resulted in changes to existing measures, with 
little room for new types of measures and initiatives.  

The main focus has been on young people and small businesses, particularly self-
employment. While there has been no specific focus on SMEs as a group, the majority of 
companies using the measures are SMEs. The close interaction and involvement of social 
partners in both the design and implementation of the measures has been essential for 
their success. This has been true not only in regard to the fit of the requirements for the 
two main target groups (employers and the unemployed), but it has also been vital for the 
speedy process of designing and implementing the measures in a time of crisis. Knowledge 
and the exchange of good practices are considered to be important tools for improving 
current measures and getting ideas about new types of measures. 

7.7. Recommendations 

As a result of the crisis and the expansionary policies that were implemented in 2008–
2009, sovereign debt in Europe has increased considerably, and the serious financial 
implications of government interference have reduced the possibilities for government 
involvement. Hence, instead of the first-generation policy instruments of the 2008–2010 
crisis period, future-proof measures should be modest to non-demanding in their financial 
and budgetary implications. However, at the same time, they should deliver and be 
targeted at SMEs.  

The expected length of the crisis was an important consideration, both for the question of 
which type of policy measures to select and for their eventual success.  
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The expectations of employers and employees about the duration of the crisis are important 
guides for deciding what steps to take: whether or not to hire, keep or fire personnel or invest 
in new equipment, whether or not to actively participate in skill-development and training 
schemes.  

Expectations matter. With a generally prevailing expectation that the crisis would be of 
short duration, temporary measures such as short-time working arrangements, creative 
use of holidays and long-term leave entitlements would pay off and benefit both companies 
and workers. When expectations about the duration of the crisis changed, other 
measures—at both a policy and individual level—would be a more effective and suitable 
response.  

The longer duration of the current crisis has also had a significant impact on government 
debt and, consequently, on the resources available to take active steps. Sovereign debts in 
Europe have grown substantially since the beginning of the crisis, as a result of crisis-
related measures. In the meantime, various European governments have started to push 
through budget reductions and cuts on policy programmes in order to redress public debt 
and deficits.  Austerity policies have decreased the available policy-making degrees of 
freedom and have actively limited the availability of policy arrangements, especially those 
with more sizable budgetary consequences. STW measures belong to the latter and appear 
to have been effectively ceased as of 2010. There appears to be few possibilities for large-
scale deployment of STW schemes in the oncoming years. 

Other programmes, focusing on skill development and training, have continued but have so 
far been less popular than STW arrangements. Set against the changing nature of the crisis 
and expectations about its duration, skill development and training have proven to be 
important instruments for the medium and longer term. Whereas the direct short-notice 
effect of skill development and training in terms of GDP and employment is almost 
negligible, they are essential to strengthening the competitiveness of both countries and 
regions. Apart from government, social partners have a crucial role to play in skill 
development and training, by designing adequate learning trajectories and in-company 
training, as well as through advertising and promotion, and the necessary sector-specific 
tailoring. 

With strongly rising unemployment throughout Europe, measures to help increase 
employment, especially among young people need adequate attention. Specific training 
(e.g., in setting up new companies or in how to create a viable business plan) could serve 
both in the creation of new companies and in helping young people to find jobs. With 
unemployment and especially youth unemployment rising across the European Union 
governments and organisations such as Chambers of Commerce are encouraging young 
people to start their own businesses. Spain, for example, is helping young people to set up 
their own business by converting unemployment benefits to a lump sum payment for 
business start up. In the UK the Government-sponsored Business Link programme offers 
information and a variety of tools to help people set up their own business. The UK 
Government has also made available a new enterprise allowance to support people starting 
up a new business. 
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7.8. 2012 and beyond 

Now that the crisis appears to have become longer-term and more structural in nature, 
there is an urgent need to develop and apply new types of policy measures, at the level of 
both government and social partners. First-generation policy measures are no longer 
affordable and might even have adverse effects because they might prevent governments 
and stakeholders from making necessary structural adjustments. The development of new 
tools is urgently needed.  

The following five recommendations are key to the renewal of employment-generating 
actions and policy measures targeted at SMEs:  

 The core of these measures should be focused on improving and restoring the 
competitiveness of EU companies, with priority given to SMEs, which are the engine 
of economic growth. Measures to increase employment should be given priority, 
along with other measures, such as adequate financing (bank loans, venture capital 
and stock capital) and the removal of barriers to starting a business.   

 The development of new measures targeted at SMEs—based on a review of best 
practices taken from the experiences of other countries—is key. In developing these 
new measures, learning rather than simple copying and pasting should be the focus, 
with careful consideration given to the specific institutional contexts and 
idiosyncrasies of the different countries. 

 Given the very high, and still rising, levels of youth unemployment in many EU 
countries, top priority should be given to hiring young people as well as helping 
them start their own businesses. 

 Many of the active employment policies applied in the period 2008–2010 have been 
financed (partially or in full) with the help of the European Social Fund and the 
European Globalisation Adjustment Fund, particularly in Central and Eastern 
European Member States. The European Social Fund, the European Globalisation 
Adjustment Fund and the Structural Funds should play an important role in the 
design and implementation of new actions and measures. 

 Close interaction with and involvement of social partners in both the design and 
implementation of actions and policy measures is vital for their success. While the 
consultation with different actors may make it more difficult to reach agreement and 
can be time consuming, their active participation in decision making is ever more 
important. The main reason for this is that the crisis is now structural in nature in 
many European countries. The structural reforms needed to emerge from the crisis 
and to be implemented in a period of financial austerity will be painful and will 
demand flexibility from governments, companies and employees. SMEs, which 
constitute the backbone of Europe’s economy and have a strong reputation for 
innovativeness and flexibility, will be key to the recovery. 
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ANNEX 1: OVERVIEW OF MEASURES, AUSTRIA 
List of measures implemented by packages (ex ante figures) 
 2009 * 2010 * Package 
Infrastructure investments 615 770  
Railways 100 200 Economic stimulus package I 
Road networks 50 50 Economic stimulus package I 
Public-estate company 355 520 Economic stimulus package II 
Broadband services 10 0 Economic stimulus package I 
Thermal isolation 100 0 Economic stimulus package II 
Reducing funding costs 840 1240  
Degressive deduction 0 250 Economic stimulus package II 
Tax-profit allowance 0 150 Tax reform 
Loans EIB (SME and R&D) 200 200 Economic stimulus package I 
Reduced interest rate ERP loans 200 200 Economic stimulus package I 
Increased liability (aws) 400 400 Economic stimulus package I 
SME fund 40 40 Economic stimulus package I 
Increased income for private 
households 

2313 2943  

Wage-tax reductions 1900 2300 Tax reform 
Family package 235 488 Tax reform 
Deductibility of donations  100 100 Tax reform 
Building-saving subsidization 20 20 Economic stimulus package I 
Regional employment offensive 35 35 Economic stimulus package II 
Scrapping premium 23   
Collective consumption and 
subsidization 

140 188  

Free final year of kindergarten 24 73 Economic stimulus package II 
Research and development 50 50 Economic stimulus package II 
Regional employment offensive 40 40 Economic stimulus package II 
Internationalization offensive 25 25 Economic stimulus package I 
Retaining employment 243 330  
Short-time working   Labour market package I and 

II 
Labour foundations   Labour market package I 
Educational leave   Labour market package I and 

II 
Part-time employment prior to 
retirement 

  Labour market package II 

Solidarity premium    Labour market package II 
Youth foundation   Labour market package II 

Source: Austrian government (BMF, BMASK). 
*Amounts given in millions of euro. 
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ANNEX 2: OVERVIEW OF MEASURES, LITHUANIA 
Recovery measure Summary 

Amendments to the Law on Employment 
Promotion in 2009 

A number of amendments were made in order to 
make the law more flexible and thereby create 
new solutions for companies and unemployed 
persons during the financial crisis. 
The main amendments were made in the areas of 
short-term working/public works, youth 
unemployment, small businesses, skills, and 
vocational training.  

Amendments to the Labour Code of the Republic 
of Lithuania (2009, 2010 and 2012) 

These amendments were aimed at making 
employment regulations more flexible and helping 
businesses to adapt to changing market 
conditions, such as the current financial crisis. 
Three amendments were passed in 2009 and 
2010, and the latest amendments are currently 
being review by the government for approval.  

Restructuring of the Lithuanian Labour Exchange 
(2009) 
 

The number of local labour-exchange offices was 
reduced from 46 to 10 in order to make the 
system more flexible. Also, a new delivery system 
is underway with a focus on youth unemployment 
and small businesses. 
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