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TERRITORIAL EMPLOYMENT PACTS AS INSTRUMENTS FOR LOCAL/REGIONAL LABOUR MARKET POLICIES
1. INTRODUCTION
With the accession of most Central and Eastern European countries to the European Union (EU), two problem areas will require major attention in all New Member States, viz. agriculture and the labour market. This paper is to contribute less on a theoretical and more on an applied, empirical level to ways of improving labour market performance on the regional and local level through governance mechanisms integrating policies with relevancy for the labour market. 
In 1997 the European Commission (EC) initiated Territorial Employment Pacts (TEPs) to bring together the different actors in local and regional labour markets in specific model regions in order to reduce unemployment and to increase employment and thus improve the performance of the local/regional economy. Through coordination of various policy actions, in particular structural policies and labour market measures, the efficiency and effectiveness of the available means should be improved and thus contribute to an alleviation of the regional/local employment situation. EU-wide, originally a total of 89 TEPs were established with financial assistance by the EC
.

In a research project originating at the Centre of Social Policy (ZES) at the University of Bremen (Germany) and in cooperation with the Department of Economics at the Johannes Kepler University (JKU) Linz (Austria) an attempt was made to isolate conditions for successful governance of these TEPs and to establish criteria for judging the achievements and/or failures of TEPs. The empirical part of the project consisted of a comparative analysis of a total of six TEPs in the Netherlands, Germany, and Austria. In the following short paper we want to present an excerpt of some of the results of this research.

The outline of the paper is as follows: In the next section we shall briefly describe the nature and the goals of  Territorial Employment Pacts, followed by an outline of the empirical research including its theoretical foundation in section 3. Section 4 will be devoted to the description of the structures and the functioning of the TEP of Lower Austria as an example of a ‘successful’ undertaking, including the success factors, outcomes and problems of this pact. Section 5 contains some final comments and policy recommendations with respect to a successful implementation of a Territorial Employment Pact. 
2. TERRITORIAL EMPLOYMENT PACTS: THE CONCEPT
Many policies bear on the labour market, e. g. regional, structural, social policies, education and training measures, as well as labour market policies, employment policies – and ultimately general economic policies. The idea of proposing Territorial Employment Pacts was to integrate as many of these policies as possible in order to ensure maximum effectiveness with respect to labour market outcomes.

At the Dublin meeting in December 1996, Jacques Santer, then President of the EC, launched a program originally termed as “confidence pact of employment”. As a consequence the European Commission established and partially financed in 1997 89 Territorial Employment Pacts in all Member States of the European Union, more or less as pilot projects. Despite the general principles suggested by the EC these TEPs differed in terms of the specific goals set, the approach taken, the regions covered, and the actors involved.

The EC outlined four general principles with respect to the goals and the approach envisioned. Firstly, the TEPs should be carried by a spirit of partnership among the actors. Secondly, they should be innovative, i. e. try to develop and give room for new ideas with respect to solving labour market problems on the regional and local level. Thirdly, the TEPs should try to integrate as many groups as possible whose actions affect the labour market. And fourthly, the approach in terms of policy making should be bottom-up, i. e. initiatives should arise from the groups concerned and/or their immediate representatives.

The following issues should be addressed by the TEPs:
1. Employment-effective policies for Small and Medium-Sized Enterprises (SMEs) should be focussed since the EC located a large potential in this segment of the economy.

2. Attention should be paid in particular to problem groups such as the young, the old, women (especially those re-entering the labour market), the poorly educated and trained, and – later on – handicapped persons.

3. Social and labour laws and regulations should be reviewed and perhaps modified in order not to be a hindrance to employment creation but rather become more conducive to this end.

4. New employment opportunities should be created in the area of personal services with particular support to self-employment.

5. Qualifications should be upgraded through education and training measures in view of the skills required by (potential) local or regional employers.

6. More possibilities for actions by regional and/or local authorities should be made feasible.

7. Suggestions should be made for evaluating structural (or other) policies in view of the potential for employment creation.

The EU provided co-financing for the support of the pact structures (e. g. for pact management). This co-financing by the EC ended in 2001, with many TEPs continuing with financial support from other sources (European Structural Funds and funding from the Member States). Financing for the projects themselves were coming from already existing sources, be they supra-national, national, regional or local. 
The success of the six TEPs analysed in our research varied from unsuccessful, moderately successful, to fairly successful. This variation in the result of the establishment and operation of Territorial Employment Pacts stimulated the research briefly reported below.

3. CRITERIA AND CONDITIONS FOR SUCCESS OF TERRITORIAL EMPLOYMENT 
     PACTS

The central research question was: What leads or contributes to the success of a TEP? This leads to two operative questions: What could be possible criteria for success, i. e. how would one measure or judge the outcome of the installation of a TEP? And: What conditions must be fulfilled for a TEP to be successful? 
In order to establish the success criteria of a TEP answers to the following questions had to be found:

· Did the pact create new structures of cooperation among regional/local actors? 

· To what degree could the pact contribute to the adaptation of EU- and/or national policies to regional/local requirements?

· Were new regional strategies developed through the TEP in order to improve the efficiency and effectiveness of the available policy instruments?

· Did the pact establish new regional networks?

· Was there a long-term perspective in view of future cooperation, i. e. did the established strategies, structure of cooperation and networks persist?

· Did the pact stimulate new initiatives with respect to learning and innovation?

· And, ultimately, was there a reduction in unemployment and/or an increase of employment in the regions or communes due to the activities of the pact?

Although many of the questions posed could be analysed for our sample satisfactorily, no clear-cut answers could be given to this last question which would be, of course, essential. Too short were the time periods involved and too manifold were the influences to allow any such judgement on the causes of the labour market outcomes. 
The conditions for successful governance of a TEP followed by and large the time pattern of its establishment. In order for a TEP to succeed some combination of the following conditions must be met:

· It is important to pay attention to the initiation process of the TEP. 

· The inclusion of major (important) actors on the local/regional level has to be ensured.

·  A clear agenda has to be formulated and agreed upon by all actors, i. e. there should be a common problem awareness.

· The quality of cooperation among the members of the TEP in the spirit of trying to find solutions by way of consensus is another requirement for a pact to be successful.
· And, finally, the involved actors should have the competencies for the realisation of the pact’s proposals, i. e. they should be committed to their implementation particularly as far as their financing is concerned.
We started our analyses with a description of the political and administrative structures of each country focussing on their relevance for the labour market since we felt that the different institutional frameworks and traditions in each country will have consequences for the establishment and operation of a TEP. What might be a necessary condition for success in one setting may either not suffice or be necessary in another institutional environment.
As a next step we briefly analysed recent general economic developments in each of the three countries as well as the labour market situation during the decade preceding the establishment of the TEP. Labour market developments were analysed both on the national and regional/local level. Different labour market situations create different pressures and problem awareness, they attract different participants into the TEP, etc.
The major effort was devoted to the governance of the selected TEPs: Their structure, their operation and their impact were investigated on the basis of documents and structured interviews. The major documents were the treaties establishing the TEPs, minutes of the meetings, project proposals, etc. Interviews were carried out, among others, with the pact managers, representatives of the pact members, pact ‘outsiders’, leaders of project groups, regional/local politicians involved, etc. In addition we consulted previous reports on the TEP and/or already existing evaluations. In the following section we shall concentrate on the Austrian TEP analysed, viz. the TEP for Lower Austria.
 
4. THE TERRITORIAL EMPLOYMENT PACT OF LOWER AUSTRIA
4.1. The national and regional framework
Austria’s unemployment rate has traditionally been among the lowest of the OECD countries and thus also among the EU-Member States, although unemployment was rising to – by Austrian standards – unacceptably high levels during the late 80s and again in the nineties. This rather successful development in the post-war period was in part certainly due to a well-established Social Partnership, i. e. a tripartite cooperation between representatives of labour, business, and government
. Simplified one could argue that one of the effects of this Social Partnership was a smoothing of the business cycle: During downturns labour would moderate its demands for wage increases while during the boom business would be more willing to grant more generous raises. In addition, for many years raising employment and keeping unemployment low were top priorities for the government.

Thus there were already structures that did ease the establishment of further strands of cooperation as foreseen by the TEPs, drawing new partners into activities with relevancy for labour market policies. In Austria one pact was established for each of the nine Austrian provinces
 between 1997 and 2001. Each TEP covered the territory of the whole province thus they are to be classified as regional pacts. The set of actors as well as the governance structures chosen vary from pact to pact. In each case the relevant Federal Ministry
 played an important role in the initiation phase of the TEP.
4.2. The establishment of the TEP for Lower Austria

Lower Austria – being one of the larger provinces of Austria both in area and population – reflects in many ways the Austrian average: Its unemployment rates follow closely the Austrian rate, within its area there are some very strong economic regions, but there are also problem areas in terms of economic development, the sectorial structure of Lower Austria’s economy does not differ very much from the overall Austrian structure.

In 1999 the TEP for Lower Austria was established at the initiative of the Federal Ministry of Labour and Social Affairs with a treaty signed by the major partners, viz. the Province of Lower Austria (NOe)
, the Labour Market Service, Lower Austrian branch (AMS), and the Federal Office of Social Affairs (BSB). The operative pact structure (i. e. essentially the pact management) was funded by the EU, the Federal Ministry, and the Province of Lower Austria. The treaty covered the period 2000-2004, with the possibility of prolongation.

The governing structure consists of the Steering Group (SG), the Platform, and the Pact Management (PM). The three major partners just mentioned form the SG, the SG is joined in the Platform by supporting members, such as the Economic Chamber, the Federation of Austrian Industry, the Chamber of Labour, the Austrian Federation of Trade Unions, Associations of Municipal Representative of the Social Democratic Party and of the People’s Party (the two major political parties in Austria), plus Gender Mainstreaming representatives. The PM, finally, is made up of the pact manager, assisted by a small team of experts (gender mainstreaming, project assistant) and a secretariat.

While the PM is funded by the EU, the Federal Ministry and the Province, funding for the projects initiated, approved and/or continued by the TEP comes from the AMS, BSB and NOe – i. e. the three major actors forming the SG. As we shall see further down, this is an essential feature of the Lower Austrian TEP since it ensures that the commitments made by the TEP are provided with the financing required for their realisation.
The first action of the PM was to prepare a report an the status quo of the labour market in Lower Austria.
 This detailed description (by regions, actors, sources of finances, etc.) identified problem groups and surveyed existing measures and projects in regards of the labour market. It not only showed what policies were already carried out in the Province but also provided the basis for defining the goals of the TEP.

4.3. The goals of the Lower Austrian TEP

What are these goals of the TEP? They were both quantitative (a special feature of the Lower Austrian TEP) and qualitative: 
Between 2000 and 2004 

· 20,000 additional jobs were to be created,
· the unemployment rate should be lowered from 6.9 to 5.4 %
,

· funding for labour market relevant policies in consecutive years should not decline (but rather be increased).

In qualtitative terms the TEP should

· pay attention to regional balance,

· address measures to special groups, such as the long-term unemployed, the younger (below 25 years of age) and the older (above 45 years of age) persons, women, and handicapped persons.

This last emphasis – handicapped persons – was mainly due to the fact that the BSB was one of the major actors of (and financial contributors to) this TEP whose main task is to advance social and economic inclusion of this group of persons. The participation of the BSB in the TEP was an innovation of the Lower Austrian TEP.
4.4. The functioning of the Lower Austrian TEP
How does this TEP function? The PM carries out the day-to-day business and prepares (and also moderates) the meetings of the SG. The SG meets regularly (app.  4 – 6 times per year) discusses and decides on projects and measures submitted by the PM. The Platform meets once a year, discusses and decides on (quantitative) goals and general objectives of the TEP for the following year(s). This implies that there is a so-called ‘rolling planning’ with annual revisions of the TEP’s objectives on the basis of previous developments and the assessment of actions necessary in the foreseeable future.

Who initiates policy measures? In principle, projects and measures are initiated by the members of the Platform, by the SG, and the PM. The latter either does this on its own initiative or it follows proposals from the ‘basis’, which then forms an element of the bottom-up approach envisioned by the EC. These proposals can either come from potential project groups who are advised in this process by the PM. Or the PM tries to find organisations to carry out projects generated within the PM (e. g. by its advisory team).
The decision on policy actions proposed is then taken by the SG – which also comits the funding. Examples for measures would be

· in the area of labour market policy:
employment initiatives

support for socio-economic enterprises

assistance with the establishment of new business

‘flying nannies’ 

· in the field of structural/regional policy: 

evaluation of measures with respect to their potential for job creation

specific training for skills required by newly located firms

· in the realm of social policy: 

improvement of child care facilities

establishment of protected enterprises.
4.5. Success factors of  the Lower Austrian TEP

Our analyses showed that the Lower Austrian TEP has to be considered a rather successful enterprise. What are then the specific factors of success for this pact? 
At the outset it was certainly the common problem awareness: Unemployment had risen in the recent past and – rather important – the Status-Quo-Report showed clearly the areas in which additional action was most needed. The participants in the pact accepted this report as the basis for their further discussions and actions.

Secondly, the relevant actors were included as partners in the TEP, foremost those that also provided the financing for the measures decided (within the SG). In addition, other major stakeholders in labour market questions were represented in the Platform and thus did not feel that the TEP was an organisation that competed with already existing structures.
Thirdly, as already mentioned, the members of the TEP had the competency (by law) and the finances for the realisation of the policy decisions taken. The measures agreed upon could be enacted and funded by the institutions represented in the SG. 

Fourthly, the already existing but sometimes informal structures of cooperations were expanded and raised to a formal level. This meant that institutions would continue to interact apart from personal relationships which form an important basis for fruitful discussion on a regional level. The existing personal relationships ensured a climate of mutual trust as well as a consensual approach to finding solutions to labour market problems.
Finally, and not of least importance, it was the quality of the PM that did contribute significantly to the successful implementation of the TEP in Lower Austria. This includes the provision of the comprehensive Status-Quo-Report, the cooperation with the basis groups, the discussion with other TEPs (nationally and internationally), the generation of innovative projects, the thorough preparation of the meetings of the SG and the Platform, the efficient moderation of these meetings, and the organisation of the continuous evaluation of the measures taken by the TEP. Thus the PM proved to be a valuable asset for the TEP.
4.6. Effects of the TEP in Lower Austria

The pact succeeded in the inclusion of new actors in the labour market policies, foremost the BSB. In this way it improved the coordination which was more formalized, thus becoming independent of the specific individual actors while maintaining the climate of good personal relationships with the mutual trust important for jointly finding solutions to labour market problems. The pact also stimulated increased communications between firms.
Based on the Status-Quo-Report the TEP contributed to the avoidance of duplication of policy actions and/or overlaps of actions taken by individual institutions. Quite on the contrary, it lead to bundling of efforts, coordinated actions and joint financing – and thus to a more efficient and effective use of the resources available. In this context the PM served as a ‘hub’ for information, coordination and service, easing the cooperative efforts of the TEP partners. 
In addition, the pact formed a framework for continuous financing: If, for example, the rules of one institution would no longer allow it to continue financing of a specific (successful) project, this financing could then be continued by another partner within the TEP. Thus long-term project could be established that otherwise would not have been possible or that would have to be discontinued. Examples would be child care facilities to allow mothers of small children to continue working or ease their re-entering into the labour market, or the establishment of ‘labour foundations’ that supported e. g. long-term retraining measure for large groups of workers who lost their job due to major restructuring or closing of their enterprises.
The TEP could also bundle measure in order to concentrate efforts on specific target groups as suggested by the EC as well as contained in the specific goals set by the Lower Austrian pact. New among these groups exposed to such concerted actions were handicapped persons. This improved focussing of policy measures contributed to a more efficient and effective use of public funds.
The pact also instituted a continuous evaluation of all policy measures with respect to their effectiveness in reaching the goals set at their initiation. Combined with the ‘rolling planning’ of the pact less successful projects would then be discontinued, more effective ones would be continued or be expanded. 

4.7. Problems of the Lower Austrian TEP

Of course, there were also problems and thus room for improvement and development of the Lower Austrian TEP. At least initially there was a reluctance of representative of the enterprises to participate: They had to be convinced of the necessity of such a pact and of the  fact that the pact would also contribute to the solution of some of the firm’s problems (e. g. providing workers with the required skills). Related to this reluctance was (and perhaps still is) an insufficient connection with the structural policies of federal and provincial institutions.
Some critics also doubted that the approach taken was really ‘bottom-up’ since projects were initiated quite frequently at the top where also their implemtation was decided. Did the individuals concerned (or their immediate representatives) or the communes really have sufficient influence and power in this process?

Another critique concerned the timing of policy measures. They were deemed to be only of an ex-post nature ‘repairing’ problems rather than being preventive. The (re)training of workers could serve as an example: If one recognizes future potential problem areas one should retrain labourers while they are still employed instead of waiting until they become unemployed. In order to be able to do this existing regulations would have to be changed – which was one of the original objectives of the European Commission to be achieved with the establishment of Territorial Employment Pacts.

Finally, the cooperation with the Regional Managers should be improved since they could serve as a valuable input in the decision making process: They have first-hand knowledge of the problems in their region within Lower Austria, they have information on the success or short-comings of policy measure – and may have ideas as to new approaches.

5. CONCLUDING REMARKS
The preceding analyses were also implicitly based on the experiences and results of the research into the other TEPs within the research projects, i. e. the two Dutch and the three German pacts analysed. The following final remarks or recommendations reflect also the experiences of these pacts not presented in this paper. What would one recommend to observe when establishing some structure of coordination of policies with relevancy to the labour market?
Unfortunately (or fortunately?), there is no unique solution, no single way to proceed in a successful fashion. Each and every pact will have to pay attention to the very specifics of the situation existing in the region/commune it will be dealing with. Still there are some general rules that one should observe.

At the outset, the specific situation has to be carefully evaluated, perhaps differentiating between regional and local pacts since they may require different approaches. In this process it is important to communicate with already existing structures in order to avoid to be recognized as an ‘unwanted’ competitor. As a result a common problem awareness should be created from which the objectives and goals of the pact could be derived. These should be accepted by all partners. Make sure that the major actors with respect to the labour market become partners in your pact.
Another important aspect turned out to be a good pact management with a clear mandate within the pact structure created. Such a pact management should – among other things – contribute to an appropriate, consensus oriented culture of discussion both within the pact structures and with relevant institutions or groups outside of the pact.

And: Secure access to funding for the measures proposed. This can be achieved in a variety of ways, also differing between regional and local pacts. The possibilities range from the inclusion of the institutions disposing of the funds in the pact or ensuring good access to supra-regional or supra-local sources of financing. Measures proposed that cannot be implemented due to lack of financing lead to frustration and, perhaps, ultimately to the dissolution of a pact. 
One of our most important findings was: For a Territorial Employment Pact to be successful not all success conditions encountered have to be present or fulfilled: Deficiences in one dimension can be compensated by intensified comitments in another aspect. This allows for creativity and gives hope to the successful coordination and improvement of labour market measures in the presence of imperfections in organisations. 
In view of the importance to supplement EU-wide and national labour market policies through coherent measures on the local/regional level, TEPs can become an important means to the improvement of the efficiency and effectiveness of the scarce funds available for labour market and structural policies.
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� Cf. EUROPÄISCHE KOMMISSION (1999a).


� The persons involved in the project were: Petra Kodré, Stefan Leibfried, Martin Roggenkamp und Elke Scheffelt  from the ZES, Reiner Buchegger and Anita Buchegger-Traxler from the JKU.





� This section draws on BUCHEGGER-TRAXLER et al. (2003), chapter 1.


� We shall not comment on the variety of interesting analyses concerning the Dutch and German TEPs selected, which are  to be found in BUCHEGGER-TRAXLER et al. (2003).


� For a description and new developments of the social partnership in view of Austria’s accession to the European f. TALOS (1999, 1997).


� Assisted by a policy of maintaining a low rate of inflation as well as a hard-currency policy; cf. UNGER (1999). 


� The only exception beeing the province of Styria which originally had local pacts before an overall TEP covering the whole province was established.


� Originally it was the Federal Ministry for Labour and Social Affairs, later on the Federal Ministry for Labour and Economics.


� These are the German abbreviations.


� See NOe Beschäftigungspakt (1999).


� Cf. VORLAUFER & WAGNER (1999).


� This is the unemployment rate by the Austrian definition, which is approximately 2 to 2.5 percentage points higher in comparison with the figures according to the EUROSTAT-definition.
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