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Executive Summary

This study presents research findings on best practice in the use of activation (support for
individuals to move into the labour market) as a tool for poverty alleviation in OIC Member States.
The three activation measures considered in the study are:

1 Job search support
2 Training
3 Job creation

Activation measures are needed in OIC Member States because many OIC Member States do not have
developed social safety net systems. Employment is therefore a pre-requisite for many people to
move out of poverty. In Member States that do have comprehensive social safety net systems, the
use of activation can be used to counteract possible negative incentives jobseekers have to find work
if they are in receipt of social assistance. In this respect, activation also improves the affordability of
social assistance. Broadly, the current view amongst global economists is that activation strategies
have an important role in both mitigating the worse effects of economic shocks and providing a
policy tool for promoting a more equitable labour market and increased employability in the
workforce. However, these gains are dependent on activation strategies which are well-designed and
responsive to changing labour market conditions.

Activation measures are used throughout OIC Member States. The design of these measures varies
by country as they respond to each Member State’s labour market trends and socio-economic
contexts. Key trends experienced by Member States include jobless growth, the need to provide
quality jobs, youth unemployment, skills mismatch, and the need to promote employment in the
private sector. Although the different types of job search support, training and job creation measures
vary in each Member State, certain types of measures are more likely to be used depending on a
Member State’s income grouping. The table below provides examples of measures that may be used
according to a Member State’s income grouping.

Table 1: Examples of Measures According to a Member States’ Income Grouping

Job creation Training Job search support
Low These measures may focus on | Low literacy rates mean countries are | A lack of data, particularly at a local level,
income addressing  immediate  or | expandingaccess to education. Countries | and poor access to services can typify job
chronic need, e.g. through | with higher education levels focus on | search support. Jobseekers often use
public works programmes such | vocational skills training for workers. informal networks to find employment.
as Employment Guarantee
Schemes.
Lower- Countries may combine short- | Training is largely targeted at young | Support tends to be present through the
middle term measures with longer | people due to high youth | public employment service (PES) although
term promotion of the private | unemployment. In many cases this skills | lack of funding can limit access. Lack of
sector. mismatch is a factor. conditionality =~ for  jobseekers  and
employers to register also limits impact.
Upper- There is a longer term focus on Countries are likely to focus on A structured PES is likely to collect job
middle job creation through economic developing a skilled workforce in order vacancy information, provide counselling
diversification and the to meet needs associated with growing and hold job fairs. Access can be improved
promotion of skilled industries. | high skill industries. using partner organisations.
High Job creation is targeted at | Training centres on providing the skills | There is extensive investment in services,
income promoting the private sector to | required by private sector employers in | including a focus on different types of
workers. order to increase the attractiveness of | jobseekers and their needs, e.g. people
the national workforce compared to | Wwith disabilities.
foreign workers.

Note: This classification is made by the authors of the study
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Case Studies

As part of the study, five case study visits were made to a Member State in each income grouping and
across regions. The objective of the case studies was to determine in detail the activation measures
used in these Member States with the aim of informing best practice.

The key findings from the case studies were:

1

Saudi Arabia - Saudi Arabia is investing in a significant number of employment programmes
and supporting infrastructure. This investment aims to achieve a large increase in the national
population participating in private sector employment and to help diversify the nation’s
economy away from oil. This investment is being driven by using leading practice in the
delivery of employment support, such as payment by results models, to help ensure that the
support provides a focus on achieving sustainable outcomes.

Malaysia - Malaysia’s continued economic growth has provided significant employment
opportunities and the country has developed a highly skilled workforce. Activation programmes
are now being used as a tool to target the most disadvantaged and hardest to help communities.
The key focus is on outreach, engagement and targeting to drive a reduction in the number of
poor households. Levels of educational attainment are also being diversified to provide a
vocational route into employment for those that are not able to continue in education.

Cameroon - Cameroon has placed significant emphasis on the role of activation in poverty
alleviation and employment is central to the country’s poverty reduction strategy paper.
Government ministries deliver activation measures, as do NGOs, international agencies and
international financial institutions (IFIs). Key challenges they are seeking to address include
formalising the large informal sector, reducing underemployment which is particularly
prominent in urban areas, increasing productivity in the agricultural sector, and ensuring job
growth keeps pace with the fast growing population.

Uganda - Uganda has an extremely young population and it is young people in particular who
often struggle to find work. The need for activation measures has been recognised by the
government. Comprehensive activation strategies are in place, but actually implementing them
is a challenge. Improved targeting is also required to ensure it is those most in need that benefit
from activation measures. Key labour market trends that the government, international bodies
and NGOs are seeking to address include youth unemployment, skills mismatch and, like
Cameroon, ensuring job growth keeps pace with population growth.

Iran - Iran faces high youth unemployment, particularly among young women. The government
has recognised that job creation is required to support the high number of young workers
entering the labour market each year. Entrepreneurship is being pursued as a tool for job
creation and foundations support the measures implemented by the government. Activation is
not the only tool being used to address poverty in the country, however, cash transfer payments
and food donation programmes are also used.

Despite the differences in the use of activation between Member States, notably according to income
grouping, the study has identified best practice and trends which allow for cross cutting
recommendations to be made. Best practice and cross cutting recommendations have been
identified according to the three key areas requiring consideration in the use of activation:

1
2
3

National policy objectives and delivery
Individual programme design and performance
Supporting infrastructure
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National policy objectives and delivery
Best practice

A policy focus on, and investment in, activation measures have been recognised as a requirement by
several OIC Member States. In high income Member States that are more likely to have developed
social safety net programmes, such as Saudi Arabia, activation counteracts the disincentive to work
often caused by the provision of social assistance. Activation also supports the financial
sustainability of social safety net programmes. In lower income Member States, activation supports
employment growth and, intrinsically linked to that, economic growth. To ensure efficient use of
resources and knowledge sharing, it is best practice for the design and delivery of activation
measures to be overseen and coordinated by a lead organisation.

Cross cutting recommendations

A clear, integrated activation strategy with clear and measurable objectives is valuable in the context
of poverty alleviation.

The study has aimed to show clear examples of activation measures improving the employability of
the poor and the effect of this on poverty alleviation. Based on these findings, it is recommended that
Member States consider focusing on activation as part of their national policy objectives. Where
activation is integrated into development and growth strategies, clear and measurable targets would
be needed to ensure progress can be monitored against objectives. Achieving targets and
implementing activation strategies would require dedicated investment from Member States. This is
more likely to be problematic for low income Member States. However, investment and commitment
from Member States could also encourage other organisations to support Member States to address

capacity gaps.

Ministries and agencies across government should be encouraged to contribute to an activation
strategy under clear leadership and governance arrangements.

Different government ministries and agencies within Member States are responsible for activation
measures, such as job creation within their particular remits. The involvement of different ministries
and agencies is important to ensure support across government for an activation strategy and to
encourage contributions to programmes. However, to oversee cooperation and an effective use of
resources, a lead ministry could be assigned responsibility for overseeing the activation strategy.

Individual programme design and performance
Best practice

A country’s public employment service (PES) is often best placed to lead the delivery of activation
because of the relationship it can broker between jobseekers and employers, and due to having
training and job creation tools at its disposal. In Cameroon, for example, the PES provides jobseekers
with job search support and engages with employers. Employment advisors work with both
jobseekers and employers so that they can quickly match their customers to the job vacancies they
identify. The PES also refers jobseekers to funded skills training courses and supports
entrepreneurs.

The engagement with employers by the PES should also be carried out in the design and delivery of
activation programmes. In Uganda, employers were involved with the designing of the strategy
paper Skilling Uganda. This meant that important insight was given into the skills required by
employers, allowing for skills mismatch and the quality of vocational skills training to be addressed.
[t also highlighted the need to raise the status of vocational skills training.

Although Member States do aim to address poverty through activation, the poor can be difficult to
identify and therefore target. In this instance, other characteristics which are related to the
likelihood of an individual being poor or vulnerable can be used to identify target groups for
activation programmes. In Saudi Arabia, for example, some activation measures are targeted
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specifically at people with disabilities and who are therefore likely to require more support to find
work.

Lack of funding for projects in lower-middle income and low income countries can affect the
sustainability of projects and therefore the extent of their impact. The use of loans, rather than
grants, in the case of one project identified in Cameroon, however, was shown to improve the
project’s financial sustainability.

Programmes’ impact was also shown to improve when programmes contain an element of
continuous improvement. Regular reviews and evaluations have identified unintended
consequences and ensured that corrective measures can be introduced. In low income countries
such as Uganda, reviews of past projects have informed the design of new projects, such as the Youth
Livelihoods Programme. In countries with resources for more regular reviews, such as Saudi Arabia,
reviews have led to improvements in existing programmes such as Saudization.

Cross cutting recommendations

The capacity of the PES could be increased, supporting both activation and the dissemination of
labour market information.

The insight the PES has into different areas of activation means it could be well suited to acting as a
lead institution for activation. In higher income Member States which have both a developed PES
and social safety net programmes, jobseekers can be encouraged to use the support available
through the use of conditionality in the social safety net system. In this instance, unemployed
recipients of social assistance could be tasked with engaging with the PES. Where Member States do
not have a developed PES or social assistance, consideration could be given to elevating the status of
the PES by increasing the incentives for jobseekers and employers to use it. Partnerships with other
organisations delivering activation measures could also be used to extend the outreach of the PES.

Employer involvement can improve the design of activation programmes.

Employers can provide valuable insight into what would make individuals employable. Furthermore,
involvement in the design of activation measures can encourage employers to support their
implementation. There are different ways employer engagement can be achieved. For example,
when designing skills training measures, an organisation such as a Skills Development Authority
could be responsible for engaging with employers. Employer surveys are also useful tools to identify
the skills needs in the labour market.

The status of vocational skills training could be raised, whilst ensuring the delivery of training
matches employers’ needs.

In many Member States, skills gaps and strategies are in place to raise the status of vocational skills.
Efforts in this area should continue across income groupings. For example, the quality of the training
available could be improved where needed. More value could also be placed on vocational skills if
regulations were in place in industries requiring workers to have vocational skills training. Although
activation measures are not traditionally targeted at children, in the context of skills training more
information and careers guidance could be delivered in schools to encourage students to develop the
skills required by employers.

Improved targeting of activation measures can increase their effectiveness for alleviating poverty.

If the aim of activation measures is to address poverty, programmes should be accessible by the
poor. This may mean prioritising implementation of projects or programmes in regions with high
poverty rates or targeting measures at individuals with certain characteristics that make them more
at risk of poverty. In high income countries, activation measures may not be targeted at the poor
because poverty is not recognised as a salient issue, meaning there does not appear to be a need for
this type of targeting. Improving the availability of data on poverty rates in these countries could
support an assessment on whether measures should be targeted at the poor.
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Programme sustainability can affect impact.

To ensure successful programmes can continue to provide support in the longer term, their
sustainability should be taken into consideration during programme design. This recommendation is
particularly applicable to low income and lower-middle income Member States, where lack of
funding in particular can affect programme implementation.

Programmes should contain an element of continuous improvement.

Factored into programme design, timely reviews of performance against targets can support the
identification of unintended consequences and measures to address them. This would require the
capacity to collect data to be built into programme design. The frequency of reviews would also need
consideration. Reviews should not be so frequent that they draw a disproportionate amount from
project funding though regularity can allow for quicker identification of unintended consequences
and issues.

Supporting infrastructure
Best practice

Improvement in the use of activation measures can also be generated by using an over arching
monitoring of national activation strategies. This can support impact assessments of measures on
employment and poverty levels at a national level. Monitoring of labour market information,
underpinned by reliable data sources, can also identify where there is a need for activation. In
Cameroon, a National Observatory for Employment and Vocational Training has been created to
provide more in depth analysis of labour market statistics. Although continued training is required
to build the observatory’s capacity, this is being delivered with support from external organisations.

The support that external organisations can provide also highlights the value of platforms to
facilitate information exchange between policy makers and practitioners, including internationally.
Malaysia and Saudi Arabia, for example, have used best practice in vocational skills training and job
search support from Germany and the United Kingdom respectively, to inform the development of
activation programmes.

Cross cutting recommendations

A monitoring and performance strategy, underpinned by processes for gathering data and other
evidence, could improve the effectiveness of activation.

To support continuous improvement within activation programmes, and to monitor the success of
national activation strategies, a monitoring and performance strategy could be implemented. This
would support the identification of best practice and could monitor the use of funds, supporting
strong governance and measuring the value for money of programmes. Many programmes in place
in Member States do tend to be monitored. However, an over-arching strategy could support the
consistency and quality of monitoring, as well as provide transparency.

Platforms for best practice sharing between Member States could support the design and delivery of
activation measures.

The study shows that valuable lessons can be learnt between Member States. If the sharing of best
practice between Member States could be facilitated, such as through an online platform, continuous
learning could be encouraged. If this recommendation were to be developed further, training to
policy makers and practitioners could also be delivered.
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Introduction

Based on a poverty line of US$1.25 a day, nearly 350 million people in OIC Member States live in
poverty, according to available data for the period 2003-2011.1 Earned income through employment
is usually necessary to avoid poverty. In this respect, activation of the poor is an important tool to
move out of poverty. The success of activation in addressing poverty alleviation hinges, however, on
the provision of quality, decent work to avoid working poverty and vulnerable employment. To
ensure the possibility of employment in quality work, consideration must be given by governments
to creating quality jobs, providing workers with the skills needed by employers, and supporting
workers in finding employment.

Activation measures target disadvantaged individuals to one extent or another. In other words, in
the last instance the aim of the activation measures is to support the people who fell into poverty as
well as to protect to people against falling into poverty. Within the target group, however, there are
certain individuals who require more extensive support to enter employment.

In low and lower middle income countries, where social safety net (SSN) systems are tend to be less
developed, activation policies towards the poor gain more importance since the SSN systems in
these countries might provide limited protection for the poor. In OIC Member States with higher
income levels and low poverty rates, social safety net systems are more developed, but activation
policies is still required. This is because a strong reliance on social assistance by jobseekers can
disincentivise employment. To one extent or another, all activation measures target disadvantaged
individuals. Activation is therefore required in Member States across income groupings.

Many OIC Member States are making a significant effort to develop their activation policies and
programmes. However, there is little research available on activation policies in Member States. This
study has therefore been carried out to report on labour market activation policies for the poor with
the aim of making recommendations regarding best practice for OIC Member States.

In terms of activation, the study considers three tools:

1 Job search support

2 Training

3 Job creation
Job search support, in the context of this study, largely refers to the services provided by the public
employment service (PES). This is because private job placement companies do not tend to offer the
same degree of tailored support as the PES, and do not tend to target the poorest. Where applicable,
private job placement companies have been referred to. However, for the most part, we have
considered it more appropriate to focus on the support available from the PES.

The report is structured as follows:

= Scope - Setting out the key concepts and definitions of activation to provide the conceptual and
policy framework for the rest of the report. The methodology used to carry out the research is
also set out.

= Qverview of activation in OIC Member States - Reporting on the use of activation in OIC
Member Countries

1 COMCEC Poverty Outlook 2014, available at: http://www.comcec.org/UserFiles/File/WorkingGroups/Poverty4/outlook.pdf
[accessed 10t December 2014].

Note: data for some low and middle-lower income countries is not available and so this number would be expected to rise slightly
when the missing data is included.
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= (Case studies - Reporting on the research carried out on the use of activation in five OIC Member
States and our recommendations for those countries

= Next steps - Providing a conclusion and cross cutting recommendations that could be considered
by all OIC Member States

In section two, the key concepts and definitions of activation are set out, and the methodology of the
research is explained. Due to activation policies and programmes being more established in high
income countries, the literature on the topic (and therefore section two) tends to refer to activation
in these countries. However, in section three, an overview of activation policies and programmes
specifically in OIC Member States is given. This approach allows for the presentation of a wide
selection of information whilst also providing the required focus on OIC countries. In section four,
the findings from the case studies on five OIC Member States along with the recommendations
relevant to each case study are presented. Section five concludes the report and provides
suggestions for next steps, these are cross cutting recommendations for the design of activation
measures that can be considered by all Member States.
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1. Conceptual Framework and Methodology

This section sets out the conceptual and policy framework for the report, presenting descriptions of
the concepts of activation, definitions of the parameters of activation policies, and an illustration of
the links between employment, social and poverty reduction policies. We conclude this section by
detailing the methodology and framework used for the study, based on the definitions provided and
the links between policies.

1.1 Overview of activation

There has been a global development of SSN systems in the last century. The primary motivation for
these systems is to provide income protection to citizens to reduce the impact of social risks, such as
unemployment, employment injury, disability, sickness and maternity, on individual and household
income. The presence of SSN systems must be considered because it is these systems which first led
to the emergence of activation in high income countries such as the UK, US and countries in Northern
Europe.

A number of these countries suffered economic shocks and policy errors in the 1970s and 1980s
leading to increased youth and long term unemployment. This, in turn, led to high levels of welfare
expenditure. To address these issues, various responses were introduced, broadly grouped together
as ‘activation measures’. One of the key elements of these measures was ‘Active Labour Market
Programmes’ (ALMPs). By the late 1980s and 1990s there were marked differences in how well high
income countries were dealing with high levels of unemployment and increased benefit caseloads -
and the extent and nature of activation measures is thought to help explain these differences.

Studies carried out at the time found that high levels of unemployment, and persistent long-term
unemployment, were more entrenched in countries where lengthy periods of unemployment benefit
entitlement were combined with particular policy decisions and institutional trends. In several
countries this included:

= The design and separate delivery of employment services and unemployment benefits

= The weak definition and implementation of benefit conditionality (i.e. the criteria for which an
individuals could receive a benefit)

= Reforms that enabled and encouraged older workers in particular to be economically inactive
and/or to take early retirement

By contrast, unemployment levels were either contained or more rapidly reduced in countries with
activated benefit systems, i.e. where people were supported to be active and benefits were only paid
to those actively seeking employment.

Since these studies have taken place, countries with established social safety net systems have been
encouraged (by institutions such as the ILO, OECD and the World Bank) to implement activation
reforms for the unemployed and to extend activation policies to employable working age people in
receipt of disability and other minimum income benefits. Increasing labour market participation for
working age people is regarded as an effective way to reduce poverty and social exclusion, whilst
containing the costs of social protection systems. Through enhancing the employability of
unemployed people and other inactive people, activation polices are intended to improve labour
supply and will, where relevant, help meet the challenge of ageing populations.

Activation reforms are particularly important in the wake of the latest global financial crisis when
demands on social safety net systems have increased at the very time when their financing becomes
more difficult. In most countries directly impacted by the financial crisis, the first priority was to
stabilise the economy and to mitigate the impacts of economic contraction on those who had lost, or
were at risk of losing, their jobs.
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These measures, and wider stimulus packages, limited the effects of the immediate crisis but
unemployment has since increased to very high levels in several countries whilst others have
experienced smaller increases. Those countries which implemented labour market activation
reforms in the 1990s and 2000s, have experienced significant reductions in benefit caseloads and
have been better placed to contain increases in unemployment.

The above information shows how, in countries with comprehensive social assistance, the
fundamental concept of activation is almost exclusively linked to the existence and nature of social
assistance payments due to the need to control welfare expenditure. It is therefore important that
the conditionality attached to social assistance payments encourages individuals to seek
employment, rather than to rely on social protection.

In countries with less developed social safety net programmes, the relationship between social
assistance and activation is often very different. In these countries, activation measures are required
to fill the gap caused by a lack of social assistance. Despite the global development of social
protection systems, it is estimated that only 27% of the global population have access to adequate
and comprehensive social protection. Furthermore, the 73% who are inadequately protected live in
middle and low income countries. For example, only 28% of the labour force worldwide is
potentially eligible for unemployment benefits and within this figure regional differences are
considerable: 80% are covered in Europe; 38% in Latin America; 21% in the Middle East; 17% in the
Asia and Pacific region; and 8% in Africa.2

In summary, the current view amongst global economists is that activation strategies have an
important role in both mitigating the worst effects of economic shocks and providing a policy tool
for promoting a more equitable labour market and increased employability in the workforce.
However, these gains are dependent on activation strategies which are well-designed and
responsive to changing labour market conditions.

1.2 Definitions of activation

The fundamental objectives of activation strategies are to:

= Encourage individuals to become more active in their efforts to find work and/or increase their
income
= Help reduce or better manage barriers that diminish employability and capacity to take jobs

There are three activation tools that are the focus of this study:

1 Job search support
2 Training programmes
3 Job creation policies

These tools can either be delivered directly by the PES or contracted out to independent providers,
which may be private or not-for-profit organisations.

The socio-economic function of each type varies according to the economic conditions of each
country, as well as reflecting the social policy priorities. Their use should also reflect the stage of the
economic cycle and labour market conditions. However, activation policies can often lag changes in
the labour market (especially when responding to economic shocks) because of the time needed to
either change the institutional processes of the PES or changing the requirements of external
contractors.

2 World Social Protection Report 2014/15, International Labour Organisation, Geneva, 2014
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Although each activation policy and programme performs different functions, there are primary
features of activation measures which include:

The design and reform of requirements targeted at those claiming unemployment and
related working age benefits. This encompasses the financing and coverage of working age
benefits but with a particular focus on conditionality and the relative strictness of non-monetary
benefit eligibility conditions concerning, for example, job search activity and definitions of ‘suitable
work’. It includes detailed assessments of activation requirements including the frequency and
intensity of administrative contacts with the unemployed, mandatory participation in labour market
programmes, and sanction regimes.

The role, responsibilities and incentives of the varied institutions involved in labour market
policy and the ways in which employment and placement services are delivered. Key features
include the integration or co-ordination of benefit administration with the job placement function of
the PES; the financial resources for service delivery and programmes; and the extent to which the
organisations or levels of government that finance benefits have effective control over the local
delivery of placement and benefit administration.

Some of the common reasons for variations in design between countries include:

= Structural changes in the labour market as a result of changes in sectoral composition of the
workforce (e.g. employment changes associated with the increase or decline of manufacturing
relative to agriculture and the service sector)

= The varying levels of female labour force participation among the countries. In some countries
especially in part-time employment has been increasing.

= The development of more flexible and ‘non-regular’ employment patterns

= Other important social and demographic factors such as ageing populations, the increased
participation of young people in full-time education, and changes in family formation and
reduced fertility rates

Activation measures need to be appropriate for the conditions in each country and will change
(sometimes rapidly) dependent on the state of the economy and the stage in the economic cycle. Key
to this is the distinction between ‘demand-side deficiency’ and ‘supply-side constraints’. The former
(where there is insufficient demand for labour) will emphasise the need for measures to maintain
the employability of the workforce during periods of unemployment, like job creation. However,
supply-side constraints occur when there is an insufficient supply of a suitably skilled and
employable workforce, as such measures would emphasise training, active job search and job
matching, and policies to reduce inactivity.

Consequently, there can be no single detailed definition of ‘activation strategies’ - they need to be
shaped to meet the conditions in each country in order to meet the primary aims of reducing welfare
dependency and improving employability.

Below we consider in more detail the role and relevant issues for each type of intervention.

1.2.1 Job search support

Increasing the extent and effectiveness of job search is the fundamental building block of most
activation strategies. The theory is that active jobseekers will find work sooner than those who are
not searching sufficiently or not using all possible channels to search for vacancy information.
Increased job search is the most common element of the ‘mutual obligation’ that activation strategies
place on claimants - in return for receiving income support and being offered a range of services,
individuals must comply with a set of requirements, including demonstrating how they have looked
for work.

10
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Obligations to increase job search is to address the probability that income support measures could
reduce job search because of the relative income levels between State welfare payments and wages
received in employment. Consequently, if there are adverse work incentives this may encourage
welfare dependency and undermine the objective of building economic resilience.

In fulfilling this ‘mutual obligation’ there are responsibilities for both the State and the individual.
The State needs to invest sufficiently in the capacity to:

= [dentify and collate vacancies

= Provide caseworker support to jobseekers

= Monitor and regulate job seeking activities by claimants

The nature of job search support, where it is offered, can be categorised as:

= Caseworker support - Where claimants typically have fixed interviews of a short duration and
can serve a twin purpose of welfare payment administration and job search advice in some
countries and systems

* Employment and advice services - Where claimants can access (or required to access)
information on vacancies and other opportunities either through caseworkers or on-line
terminals

= Intensive job search support - Where people are given help to ‘present’ themselves more
effectively in the labour market, for example, through developing their CVs and interview skills

= Specialist services - Which provide job search support for people with specific disadvantages,
such as disabled people

In general, in countries with developed social safety net systems and PES, the amount of job search
support increases with the amount of time someone is unemployed. An initial period of ‘self-
directed’ job search is common, leading to ‘directed’ job search by a caseworker and then
progressing to participation on specific programmes (for example, training, temporary work, and
enterprise support) for the long-term unemployed or those that are identified as having
characteristics that will make moving into sustainable employment more challenging (for example
poor basic skills)

Finally, there are two key factors that influence the nature and extent of job search support. First,
there need to be good channels for information on vacancies and other opportunities. Increasing the
transparency of the labour market improves the job matching process for both employers and job
seekers and in enforcing job search requirements the PES needs access to the best possible vacancy
information to advise jobseekers. Individual jobseekers also need to be aware of the choices they
have in seeking work, undertaking training (or re-training), or pursuing other opportunities that
may increase their employability.

Second, there is a direct relationship between the capacity and capability of job search support
services and the extent of activation that can be required of welfare recipients. The establishment of
mutual responsibilities requires an investment in the administrative capacity to monitor and enforce
compliance. Support services need to maintain a high level of repute and legitimacy with users,
because if they do not then the costs of enforcement administration can increase. In general, the
extent of activation needs to be commensurate with the amount a country is prepared to invest in
high quality job search services.

1.2.2 Training programmes

These will include various forms of delivery to help the unemployed to improve their skill levels and
qualifications and hence increase their employability. The delivery of training programmes is either

11
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work-based, classroom based, or self-directed learning. Within the context of activations strategies,
skills training is usually provided free of charge and focused on improving employability. However,
the majority of training (to all citizens) is delivered within the wider context of a country’s education
and workforce development policies. Consequently, there can be a tension between ‘work first’ (the
emphasis of activation strategies) and ‘human capital’ (education and skills enhancement) policies.

In this study, we concentrate solely on what role training can play in activation and increasing
employability has been concentrated on, although the important contribution that training can make
to a low income country which has a low skill base is recognised.

The degree of emphasis on training in activation strategies often changes with the economic cycle. In
economic downturns, when there are low numbers of vacancies, the focus of activation tends to
switch to training. This has the advantages of:

= Maintaining participation in activity by jobseekers
= Re-skilling unemployed workers where their skills may be out-of-date

= Up skilling, especially young people, for the new jobs and industries that are forecast to grow
with an upturn in the economy

In buoyant labour markets, activation strategies place more emphasis on job search, but training can
still have an important role in improving employability. In upturns, greater attention is given to:

= [dentifying and helping those that require literacy and numeracy

= Helping those with no academic qualifications to attain a qualification that will assist them in
the labour market

= Vocational qualifications geared to the needs of industrial sectors, especially those that are
growing

A recent international review3 of training programmes for the unemployed that have been
rigorously evaluated found that:

» Training has a positive impact on participants’ employment or earnings in more than half
the evaluations reviewed

= Short programmes (below six months, and probably below four months) are optimal for less
formal training activity. Longer programmes generate employment gains when the content
is skill-intensive

= On the job training programmes outperform classroom-based training programmes

= Employer co-design and activities that closely mirror actual jobs appear to be key design
elements

= The state of the economy is not a major factor in the performance of training programmes;
programme design features appear to be more important than macroeconomic factors

The broad recommendations and findings of the review to policy-makers were:

* Involve employers in the design of the training programme and providing on-the-job
training

= The longer the length of a training programme, the greater the need for extra support to
participants to counteract the ‘lock-in’ effects of being taken away from job search

= Extending shorter length training programmes to a wider group of recipients is likely to
produce a better success rate than providing longer training to a smaller group

3 ‘Review of Employment and Training’, the What Works Centre for Local Economic Growth, London, 2014
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1.2.3 Job Creation

Job creation strategies focus on the creation of temporary jobs that are only open to unemployed
people. This review also considers job creation to include demand-side interventions, which are
aimed at employers to increase the number of jobs they create and the promotion of self-
employment and new enterprise formation.

The broad categories within ‘job creation’ for activation strategies are:

* Temporary waged jobs - Where the jobs are mostly created within public works
planned and delivered by government

» Employment subsidies - That incentivise the private sector to recruit the unemployed

* ‘Intermediate Labour Markets’ (ILMs) - Where unemployed people are required to
take temporary waged jobs that deliver goods or services of public value and are often
organised by non-profit organisations

= Workfare - That requires welfare recipients to work unwaged in projects of community
benefit in return for their income support

= Enterprise support - Where welfare recipients receive active support to establish their
own business

Temporary job programmes are mostly used during economic downturns to maintain labour market
attachment for the long-term unemployed in times of job shortages. However, these programmes
can also ‘lock in’ participants and discourage active and ongoing job search. Good practice suggests
that job search support should be included in these programmes to maximise the number of people
securing unsubsidised employment at the end of their temporary job.

Employment subsidies are often criticised for subsidising employers when they would have
recruited anyway. However, if used in a highly targeted way they can change the recruitment
behaviour of employers so that more disadvantaged people are recruited.

Mandatory workfare programs are seen as ‘hard’ programmes in the requirements they place on
participants, however the effect may discourage welfare dependency. Workfare is often introduced
in downturns where there has been a policy decision to not support temporary waged jobs (either
because of cost considerations or social policy preferences). However, some programmes are
maintained across the economic cycle but targeting the most vulnerable. There is some evidence that
the threat of workfare can influence the exit probabilities from claiming welfare.

1.3  Links between employment, social and poverty reduction policies

Employment, and therefore activation, is seen as key in reducing poverty because earnings from
paid work typically make up the largest source of income for households.* This is particularly true in
OIC Member States as many of these countries do not offer effective SSN benefits to the unemployed.
However, assessing the impact of activation on poverty alleviation hinges not only on whether it
increases employment amongst the poor, but also whether employment reduces poverty. Impact
assessments of activation do indicate a link between employment and poverty alleviation. The
activation tools reported as being most effective include wage supplements and minimum wages.>

This section reviews some of the different ways in which unemployment and other working age
benefit entitlements exercise an indirect influence on poverty by leading to a strong influence on
labour market outcomes. The nature of the relationship between benefit entitlements and activation

4Ray, K. et al (2014) Employment, Pay and Poverty: evidence and policy review, The Work Foundation
5 Ibid

13



Activation Policies for the Poor in OIC Member States

for D
COMCEC

measures means that most of the issues discussed in this section will mostly be relevant for high
income countries (depending on the extent of social safety net systems in middle and low income
countries). However, for countries without comprehensive social protection systems, the issues
discussed can nonetheless inform the development of systems in the future.

1.3.1 Directinterventions in the unemployment spell

The use of direct referrals of clients to vacancies by the PES is considered a useful tool in that it can
assist employers by speeding up the matching process, bring jobseekers that use inefficient job
search strategies into contact with vacant jobs and serve as a work-test.6 Referral to more intensive
labour market programmes also may act as a quasi-work test and assist participants in improving
their employability and other skills. In most countries, benefit recipients are liable to sanctions if
they fail to comply with a referral to an ALMP by the PES.

Mandatory referrals could be made to short job search assistance courses or to longer term work
experience or skills programmes. The risk with longer duration programmes can be that the
advantages of participation may be reduced by a ‘lock in’ effect as job search may cease or diminish.
Any lock in effect may also be offset by improvements in the subsequent employment and earnings
of programme participants especially in the case of vocational training where course completion is
required to achieve the particular skills and certification.

Activation requirements are often qualified by benefit regulations which, for example, typically allow
new claimants with skills and employment experience to limit the jobs they were expected to
consider. However, as unemployment durations increase, jobseekers are, at varying points according
to country, expected to consider other or all available jobs.

Other regulations allow claimants to limit the hours, conditions and locations in which they were
expected to take employment. The flexibility of these regulations has been amended in those
countries where parents with child care responsibilities or claimants with reduced work capacity
have been transferred to unemployment benefits. Other regulations allow for temporary or partial
exemptions from activation requirements if claimants work part-time or when there was ‘good
cause’, such as short-term sickness or participation in activities such as voluntary work experience.

Such changes are necessary to enable activation requirements to be extended to wider groups of
beneficiaries who have constraints on their availability or more limited work capacity. However, the
changes increase the diversity of unemployment caseloads.

A further feature of interventions in the unemployment spell concerns the sanction regime that
underpins them. Varying penalties can be incurred if those subject to job search requirements fail to
seek work, attend appointments or employment programmes, reject job offers or otherwise make
themselves voluntarily unemployed. Sanctions often are of fixed duration. However, where they are
designed to ensure compliance with activation requirements, they often escalate in severity but may
be suspended or withdrawn if the individual re-engages with the service and/or undertakes
specified actions.

When employment related sanctions are imposed there are often safeguards. This may be because
formal rules are designed to stop family incomes falling below a given subsistence level or specific
rules are designed to ameliorate the impact of any sanction on children in families or on otherwise
vulnerable clients.

One final development concerns the changes to work-related requirements that fall short of
immediate job search and work availability requirements. These ‘intermediate’ requirements reflect
the circumstances of claimants with reduced work capacity, such as people with disabilities or

6 OECD, OECD Employment Outlook 2013, available at http://www.oecd.org/els/employmentoutlook-previouseditions.htm
[accessed 6th January 2015].
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health problems. These lighter requirements have enabled policy makers in some countries to
negotiate the political opposition that is likely to be experienced when extending activation
requirements to more vulnerable groups.

Studies of the influences of public employment office characteristics and counsellor strategies on the
reintegration of jobseekers have found positive correlations of job-finding probabilities with:

= Good staff relations to employers, particularly in terms of knowledge of employer needs, careful
use of direct referrals, rapid reaction to vacancies, and careful pre-selection

= The extent of co-operation with private placement agencies

= ‘Tough’ rather than more co-operative attitudes of case workers to their clients

= The use of ‘work-first’ strategies, i.e. priority of placement over training measures
* The organisational separation of counselling and sanctions

Studies on success factors responsible for rapid and sustained jobseeker integration have identified
four key success factors:

1 Early activation when jobseekers register, with a rapid start of the reintegration process and
strong guidance by competent case workers

2 Personal contacts with employers by all job counsellors
3 Recruitment of motivated and highly trained personnel
4 Good staff/client ratios

1.3.2 Impacts of activation

Despite the varying nature of activation strategies, the evidence suggests that, overall, if well
designed, activation strategies have the potential to have the following positive effects:

= Increase the labour supply of economic active people

* Improve the employability of the workforce through maintaining their connection with the
labour market and increasing skill levels

= Reduce the flow of unemployed people into long-term unemployment
» Increase the extent of job search within the economy leading to better job matches
= Reduce the fiscal cost of welfare benefits

Several studies have assessed the delivery of activation strategies through analysing the design,
sequencing and intensity of administrative interventions by the PES during a period of
unemployment.” When well designed and implemented, such interventions have been found to
increase the rate at which jobseekers enter employment or otherwise cease claiming benefits.

Well-designed interventions often are associated with ‘work first’ approaches and typically include
an emphasis on a speedy return to work for the unemployed from the very first contact, with the
agreement of an individual action or ‘back to work’ plan. This should be followed by regular

7 For an overview of these studies and references, see: ‘Activation and employment support policies in OECD countries. An overview
of current approaches.” Herwig Immervoll and Stefano Scarpetta, IZA Journal of Labor Policy, 2012
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monitoring, either by the PES or another agency, seeking information on job search activities and
confirmation of unemployment status.

Regular face-to-face contact with an employment counsellor, personal adviser or case manager is an
important determinant of system effectiveness. Such staff can check on job search, refer to vacancies,
raise awareness of job search techniques, improve motivation and self-confidence and, where
necessary, refer a claimant to a ‘menu’ of support, from short focused interventions, through to
mandatory participation in longer duration skills or employment programmes.

However, there are some potentially negative impacts of activation measures if strategies are either
poorly designed or implemented:

» Increased flows to ‘inactive’ benefits (where they exist)
= Deterrence of unemployed people from support because of excessively strict conditions

= Detachment of long-term unemployed people from job seeking because of programme
design

= Poor return on investment because of low labour market impacts

The impact that activation strategies have will be shaped by the interactions between different
aspects of the strategies. Several studies have shown how unemployment and welfare caseloads
have been shaped (and in large part explained for some groups of people) by interactions between:

= Benefit entitlements

= Activation requirements

= Administrative structures
= Labour market institutions

Immervoll and Scarpetta8, for example, argue that ‘an effective policy strategy rests on a finely tuned
balance between income support, work incentives, as well as mutual obligations and active labour
market programmes.” Their review highlighted some important dimensions of activation strategies:

=  Financial work incentives

= Eligibility criteria and obligations of job seekers

Their main contention is that the effectiveness of activation strategies relies on how these different
dimensions interact. As such, strategies need to be seen as a ‘package of policy tools’ which, if well
designed, can have a demonstrable impact on the employment outcomes. This impact can be
strengthened if the individual policies are part of a coherent strategy and can be tailored as close as
possible to the needs of different beneficiaries. However, an important caveat is that activation
strategies can require significant resources and a well-resourced PES that can co-ordinate effectively
with other relevant services (such as health, education and social services).

Although activation strategies are targeted at the poor and the people at risk of poverty to one extent
or another, there are some important distinctions that are made between different groups of people.
This is because within the target group, some individuals will have characteristics which mean they
may be considered more vulnerable and require more support to move into employment. These
characteristics may lead to different activation measures being used to support individuals within
the broader target group of disadvantaged people. Characteristics which may lead to different forms
of support include:

8 Herwig Immervoll and Stefano Scarpetta, ‘Activation and employment support policies in
OECD countries. An overview of current approaches’, IZA Journal of Labour Policy, 2012
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Disabilities and health conditions: The OECD has identified a combination of ‘push’ and ‘pull’
factors that contribute to increases in the number of people claiming disability and health-related
benefits in countries with stricter jobseeker activation regimes.

‘Push factors’ include the relative laxity of medical and eligibility tests, the strictness of the activation
regime for the unemployed, and at certain points ‘cost shunting’ as employers, the PES and other
agencies encourage groups such as older unemployed unskilled manual workers to claim disability
benefits. ‘Pull factors’ include the relative generosity of invalidity and disability benefits compared
with those paid to the unemployed. Other factors have also come into play, especially the increase in
the number of people reporting qualifying mental health conditions and new patterns and types of
work incapacity associated with changes in employment.

Older workers: The importance of the design and implementation of activation policies is also
evident in the deterioration and subsequent improvement in the employment rates for older
workers. In several countries, there has been a sharp movement away from policies that sought to
reduce unemployment by encouraging and facilitating early retirement. Subsequent findings show
that increases in the employment rates of 60-64 year-old males correspond closely to restrictions on
benefits for this age group, including, for example, the abolition of early retirement benefits, the
removal of extensions of unemployment benefit durations for older workers, and the reintroduction
of job search obligations for older workers on unemployment benefits.

Lone parents: The employment position of lone parents can be shaped by their treatment within
the benefit system. For example, where lone parents are expected to care for their children full time
and are not required to seek employment until their youngest child leaves school or full time
education, the employment rates can be exceptionally low in comparative terms. These low
employment rates are associated with entitlement to income-replacement benefits that do not
impose a related ‘work test’.

This unconditional benefit entitlement is further compounded by benefit disincentives, the high cost
and restricted availability of childcare services, and poor maternal and parental leave provision.

1.4  Delivering activation: institutions and employment services

Institutional context and the design and organisation of employment service delivery systems are
important factors in determining the relative effectiveness of activation strategies. One of the central
themes of major reform efforts has been how to reduce institutional fragmentation and draw
together delivery agencies so that they cooperate and work to common objectives. In some
countries, service delivery reforms have been designed to facilitate such an objective through the
introduction of what have variously been described as ‘one stop’, ‘one counter’ or ‘single gateways’
to benefits and employment services.

Another theme concerns performance management and improving the organisational efficiency and
effectiveness of the PES, as well as the delivery and content of the programmes to which it may refer
clients.

There have been many alterations to service delivery models reflecting the need for the PES to adapt
to changes in employment opportunities and unemployment rates, in ICT and the internet, and in
how people get and change jobs. These developments have been paralleled by changes made in PES
management and incentive systems. There are four regularly monitored primary indicators of PES
performance:

1 Speed of reintegration of the unemployed into the labour market, as measured by the average
duration of unemployment benefit entitlement per unemployed

2 Prevention of long-term unemployment as measured by the share of those remaining
unemployed among those who were registered as unemployment benefit recipients 13 months
previously
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3 Prevention of benefit exhaustion as measured by the share of unemployed no longer entitled to
unemployment benefits in the total number of unemployed

4 Prevention of repeated registration for benefit as measured by the share of previous
unemployed who have de-registered but re-apply for unemployment benefits within four
months

Another way of improving PES performance concerns how the government works with external
providers from whom they may already, or could, purchase services. There are a number of reasons
why ministries, the PES or other public agencies contract out employment services to external
providers:

= To complement the PES and utilise specialist skills and/or additional capacity by expanding the
pool of potential providers

= To enable public authorities to expand or reduce service delivery capacity without assuming the
long term commitments involved in public sector employment

= To reduce delivery costs, stimulate innovation in service delivery and give access to skilled staff
and services unavailable in the public sector, through the introduction of competition for
contracts

= To spur improved performance in the PES, both through competitive pressure and ‘best practice’
transfer

1.5 General conclusions on implementing activation strategies

Whilst the net impacts specifically attributed to changes in service delivery or employment
programmes may appear small, they are likely to have significant aggregate and cumulative
employment and budgetary effects. Well designed and well communicated activation strategies may
induce large effects. Most positively, decreases in long term unemployment and dependency in
countries that introduced and sustained coherent and stricter activation policies confirm that many
of those targeted can get into work with the right support and labour market conditions.

Some lessons relate to avoiding mistakes, for example, in allowing cash transfer systems to become
passive. Often, the unintended impact of such policy errors can become entrenched and it may take
up to a decade before effective activation reforms change expectations and reduce benefit caseloads.
More positive lessons concern ways in which unemployment benefits and other cash transfers can
be designed and implemented to encourage and require people who are capable of work to seek and
take jobs.

Where suitable work is available, activation measures should force people to choose between the
options of accepting a job offer and withdrawing from the labour market. Such an approach can
increase total employment and reduce the numbers of people claiming unemployment benefit who
are likely to have other options or who may already be working. There are grounds for closely
monitoring possible negative impacts of stricter conditionality especially on disadvantaged and
‘hard to engage’ clients, but such consequences can be mitigated by ensuring that sanctions are
proportionate and reasonable in duration and employment services and second-chance programmes
are accessible for people who subsequently and genuinely make themselves available for
employment again.

Where a person withdraws from unemployment benefit and labour market activity because they
meet conditions for an inactive benefit, for example, due to poor health or full time caring
responsibilities, entitlement to an appropriate inactive benefit should be facilitated. It is important,
however, that governments closely monitor interactions between unemployment and other working
age benefits. At the outset, policy makers should consider any potential impact of changed activation
requirements on other working age benefits and, where possible, consider coordinating any changes
deemed necessary.
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The purpose of ‘activating’ benefit systems is to facilitate job search and matching, shorten
unemployment durations and encourage workless people to engage in employment-focused
activities. This is likely to be more effective if the users of the system perceive increased
opportunities in any new approach at the same time as being made aware of their obligations and
the consequences for not meeting them. This involves supplementing stricter work-related
requirements and sanctions with a combination of services that include referrals to vacancies and
employment assistance, help to reduce employment barriers, and, especially where out of work
benefits remain relatively generous, incentives that ‘make work pay’.

Individuals living in poverty or at risk of poverty are less likely to have informal networks in place to
facilitate job search. They are also likely to have fewer qualifications and resources to achieve these.
Support is therefore required in the form of activation to improve the employabili