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Abstract

Over the last few years, most studies and labour market policies have focused
on the competence of people seeking employment. Few studies have tackled
the issue from the point of view of employers and how policy might affect the
personnel recruitment. The aim of this article is to try to understand the im-
pact of labour policy on the processes involved in seeking personnel, with
specific reference to business organizations. After examining the strategic, or-
ganisational and environmental variables that affect the personnel recruit-
ment, the study focuses on analysing active and passive labour policies in Eu-
rope and Italy. The results that emerge highlight the fact that labour policy af-
fects certain specific aspects of the personnel recruitment: employee turnover,
an individual’s employability, outplacement, efficiency of matching between
job supply and demand, competitiveness of candidates and their productivity,
efficient allocation of job offers, crowding-out effect, degree of selectivity and
contingency of search campaigns. The article ends with a few observations
regarding the limitations of the study and future research.
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1. Introduction

Since the 1990s, policy makers have devoted increasing attention to European
labour policies for these two main reasons: 1) the need to unify various national
policies and converge towards common objectives; 2) the existence of structural
imbalances in the EU labour market. These factors have sparked an intense pe-
riod of policy definition and legislative regulation that has had a major impact

on the labour market of EU countries. European labour policies have focused on
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workers’ protections and on growth of the job market. The desire for protection
has led to protective policies aimed at guaranteeing workers’ income through
unemployment benefits and social security nets. The desire for growth has given
rise to employability policies aimed at increasing professional skills, promoting
mobility and guiding decisions regarding human resource allocation on the labour
market. Scientific studies have consequently been focused on the supply of availa-
ble jobs. Few studies have been done, as far as we have ascertained, on employers’
behaviour and on how public policies impact their recruitment' [2] [3] [4] [5].
The purpose of this article is therefore to understand the impact of labour
policies on recruitment, with a particular focus on the way businesses are orga-
nised. To this end, the article is articulated as follows. The second section identi-
fies strategic, organisational and environmental variables that influence person-
nel searches. Labour policies are a special type of environmental variable. The
third section provides a general definition of labour policies, then distinguishing
between passive policies and active policies. The fourth section illustrates how
labour policies today have evolved from a culture of garantismo (guaranteeing
certain rights of the worker) and protectionism to a culture of mobility and flex-
ible security. The fifth and sixth sections give a historical and systematic recon-
struction of active policies in Europe and Italy, which are two of the protagonists
in this historic moment of European labour-related thought. The seventh sec-
tion, finally, explains how labour policies affect recruitment. For clarity’s sake,
the effects of active and passive labour policies are discussed separately, though
the two types are intertwined and constitute two sides of the same coin. The final
section contains summary considerations on the results of the study, observa-

tions on the limits of that study and recommendations for future research.

2. The Variables That Influence Recruitment

Recruitment refers both to the decisions made and the actions taken by a com-
pany to identify, attract and discover suitable candidates for the vacant positions
identified in the business planning process. The goal of an efficient recruitment
program is not really to find a large number of candidates in general, but to ob-
tain a reasonable number of candidates consistent with the requisites of the open
positions, in a reasonable time frame and in a cost-effective manner. Recruit-
ment is therefore a process that begins by identifying the segments of the labour
market where the desired candidates can be found—in this case, we speak of re-
cruitment areas. The next stage of the process is the choice of the most appro-
priate search channel and the advertising of the vacant positions, and the process
ends with a screening of the candidates. Search-related decisions are influenced
by three kinds of variables: strategic, organisational and environmental [6] [7]
(8] [9] [10].

1

It is sufficient to go through the classification used by Eurostat for statistical purposes to demon-
strate this almost exclusive focus on supply-oriented policies; a reference to the demand side is found
only in the field of employer assistance services for selection and recruitment” [1].
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Strategic variables. Personnel search programs have different purposes and
modalities that depend on the growth strategies pursued by a company during
its life cycle to compete on various markets [11] [12] [13] [14]. In the start-up
phase, employee searches are aimed at recruiting persons capable of operating in
the core business reference model. In small companies, recruitment functions
are neglected, or outsourced, if they are indispensable. Of particular interest to
the start-up’s founder, at least in the European context, are personnel searches in
recruitment areas that have arisen as a result of labour policies aimed at sup-
porting the economic development of new businesses through tax incentives for
start-ups created by young men and women or through subsidies to
self-entrepreneurship. Particularly important at this stage is the company’s abil-
ity to attract qualified personnel, due to the low appeal the company has on the
market and the perception that it is not the ideal place to work [15] [16] [17].

In the development phase, a company can pursue two different strategies: one
aimed at internal growth and the other at external growth [6] [18] [19]. The in-
ternal growth strategy relies on internal resources (growth in production vo-
lumes and sales, product and process innovations, new markets). This phase of
the company’s life cycle requires finding, transferring or promoting people in
sufficient quantity and quality to support the growth and/or diversification
strategies of markets or products. In this case, personnel searches target several
recruitment areas due to the need to strengthen productive, managerial and staff
structures. The external growth strategy tends to avail itself of the collaboration
of other organisations through mergers, acquisitions and alliances. Recruitment
in this case must address problems deriving from: 1) the need to deal with the
staff of other organisations with which the company interacts intensively (prob-
lems of developing a common organisational culture) and 2) the need to ratio-
nalize new organisational structures in an efficient way (problems of reducing
staff and uniting departments and organisational units). Recruitment therefore
tends to address a kind of internal labour market, one that arises as a result of
the unification of personnel following corporate mergers or to exploit the op-
portunities created by labour policies in the event of company downsizing (early
retirement, outplacement, etc.).

In the mature stage of a company’s life cycle, the organisation tends to stabil-
ize its markets and control its operating costs by focusing resources on existing
businesses. In such a strategy, the company has an interest in maintaining and
retaining existing professional skills, and recruitment processes tend to retrace
known paths toward consolidated goals and methods. In this mature phase, the
company seeks to keep employee turnover under control to maintain a balanced
composition of personnel and thus ensure organisational stability. Policies of
staff reduction can be pursued even in the mature phase if motivated by the
technological innovation of production processes and the rationalization of or-
ganisational arrangements. This results in a company focus on downsizing and
managing outbound personnel flows.

In the phase of decline, a company pursues strategies for rationalizing and
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maintaining existing business, but on a smaller scale. Personnel policies in these
contexts are influenced by the need to surgically reduce the number of company
employees with the goal of retaining the best workers and facilitating the outflow
of less useful employees. It is also possible that in these contexts, the reduction of
staff is so necessary that management is forced to impose drastic lay-offs, in-
volving even particularly competent and productive members of the workforce.
In a crisis situation, the organisation has a strong need to manage the outflows
of personnel in a cost-effective and socially responsible way, using tools pro-
vided by labour policies (social plans and outplacement agencies, early retire-
ments, income support subsidies and the management of mobility outside the
company) [20] [21].

Organisational variables. While the strategic dynamics linked to the compa-
ny’s life cycle affect general recruitment policies, organisational analysis provides
detailed information on the professional profiles that must be found. The num-
ber and type of job vacancies is determined after carefully analysing the compa-
ny’s needs according to its strategic business plan. Job analysis, job description
for the purpose of assignment to a department, person specification and the de-
finition of workloads are management techniques that underlie the definition of
open positions on the labour market. The internal labour market, i.e. the set of
rules and people operating within a single organisation, should also be consi-
dered one of the organisational variables that influence recruitment. The legal
and organisational rules governing the internal labour market may influence re-
cruitment through pre-emption rights, obligations to re-hire previously dis-
missed workers collecting unemployment or mobility benefits, promotions and
internal transfers made on grounds of merit or legal conditions [22] [23] [24].

Environmental variables. By environmental variables is meant the set of fac-
tors outside a company that are related to the labour market. Some examples are
provided as follows. The size and quality of the job supply and demand, the
presence of efficient intermediaries, a recruitment culture that privileges tradi-
tional channels or direct relationships with the candidate rather than more in-
novative channels or the intermediation of specialized operators—these are all
factors that affect recruitment policies [25]. An excess of lesser qualified candi-
dates requires defensive and selective search campaigns while a shortage of
skilled labour would suggest campaigns should be targeted at specific recruit-
ment areas and channels. Efficient intermediaries can induce businesses to out-
source parts of the recruitment process.

Political-regulatory variables. Labour policies are a special kind of environ-
mental variable capable of influencing personnel search processes. In democratic
societies and advanced economies, the regulation of labour relations is particu-
larly important. We need only consider how employment policies regarding con-
tracts, compulsory and special placement, affirmative action in the field of equal
opportunities, retirement, social security and tax relief in favour of particular

categories of workers influence employers’ recruitment programs and decisions.
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3. Labour Policies

Labour policies are a specific area of public policy, that is, part of a set of actions
undertaken by public (and private) entities to address a collective problem. We
talk about labour policies in the same way we talk about tax, healthcare, eco-
nomic, infrastructural, scientific and many other policies [26] [27].

In the concept used internationally, labour policies are distinguished into two
groups: active and passive policies. The former serve to help people with prob-
lems in the labour market (young people, women, ethnic minorities, unem-
ployed persons and people at risk of unemployment, the unemployed who have
given up the search for a job, the disabled, the elderly, immigrants, etc.). The lat-
ter serve as support to the income of those who are without work or to facilitate
those who have a job but wish to leave it. These policies, therefore, are created to
help people with work-related problems. This restrictive definition of labour poli-
cies was the one adopted by international bodies such as EUROSTAT and OECD
until the late 1990s and it inspired parts of the EU document entitled EFuropean
Employment Strategy (EES) for the five-year period 1998-2002 [28] [29].

However, due to the change in the European socio-economic context and
market structure, public labour policies have gradually broadened their scope
and widened the sphere of interventions and potential recipients. Since 2003, the
EES has begun to deal with more economic issues such as the training of human
capital, the adaptation of the job market to technological progress and production
needs and ways to help businesses deal with international competitive pressures.

And this is not all. The greater inbound and outbound flexibility in the labour
market, the increasing precariousness of employment relationships, the frequent
business crises and the critical questioning of stable and highly protected em-
ployment relationships are all factors that have contributed to the emergence of
a new political culture that no longer sees the labour market as a static meeting
between supply and demand, but rather as a series of normal transitions from
one job to another. According to what Gazier and Gautié¢ have called Transition-
al Labour Markets, entering and exiting the labour market is not only due to the
involuntary loss of one’s job, but also to other physiological circumstances, such
as the choice whether to work full-time or part-time, the alternation between
work and study, deciding to leave an organisation voluntarily and the free choice
of the employer [30] [31] [32].

In this perspective, public policies have had to acknowledge that social condi-
tions have changed and that there is now the need to enhance protections
through a different system, called “flexicurity”, aimed at combining in the best
way possible the flexibility of employment relationships, social security and la-
bour policies. This is a policy that involves low costs and few constraints on
leaving a job, the high mobility of workers, generous benefits, the efficiency of
public and private services for employment, continuing education and incentives
and control over the re-employment of those who receive unemployment benefits.

In countries of the European Union, this policy has been implemented with very
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diversified initiatives—in the form of incentives, training, income support, job
creation, job search assistance, negotiations between government authorities and
various stakeholders and coordination between local and territorial institutions
[33] [34] [35] [36].

The framework of labour policies separated into active and passive policies is
summarized in Table 1 [37].

The various labour policies are well-summarised in the EUROSTAT docu-
ments. The European organisation classifies Labour Market Policy (LMP) into
three main categories: services, measures and support. The first category—
services—covers all activities carried out by Public Employment Services (PES)
and other publicly-funded entities, and includes the items: “public and private
employment services” and “orientation and job search assistance programs” il-
lustrated in Table 1. The second category—measures—covers a series of inter-
ventions aimed at providing people with new skills and work experience for the
pursuit of two purposes: 1) to improve their employability and 2) to encourage
employers to create and maintain jobs and hire the unemployed and other target
groups. Included in this category are the items “basic and professional training”
and all the “incentives” illustrated in Table 1. Finally, the third category—support
—covers income integration measures for those who are partially or totally un-
employed and measures to fund early retirement. These are measures classified

as passive policies [38].

4. From Passive Policies to Active Labour Policies

Passive labour policies became established in the European context following the
first systemic economic crises of the 1970s. They pursued the dual aim of ensur-

ing the income of workers at risk of unemployment and giving support to

Table 1. Labour policies.

Active labour policies Passive labour policies

Measures to ensure income support to
Measures to encourage demand and o .
o K individuals in the event of total

ensure the employability of job seekers .
or partial loss of employment

Incentives for businesses to create Maintaining the income of the
new employment and/or to unemployed, underemployed and people
maintain existing employment levels at risk of unemployment

Incentives to hire weaker segments of society

(young people, women, ethnic minorities, Early retirement schemes divided into
unemployed and people at risk of unemployment, conditional and non-conditional
the unemployed who have given up the search early retirement

for a job, the disabled, the elderly, immigrants, etc.)

Incentives for the creation of
businesses and job creation

Basic and professional training
Public and private services for employment

Orientation and job search assistance programs
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companies in crisis through subsidies, salary integration, incentives to maintain
employment in the company and support for mobility outside the company.
Passive policies were configured in Europe according to a model designed to
ensure universal coverage of unemployment through general taxation (this is
what occurred in France, Germany, the United Kingdom and the Scandinavian
countries), with the exception of Italy, which built a fairly corporatist model of
protection aimed at ensuring employees [39] [40].

Some examples of passive labour policy measures are outlined in detail in
Table 2.

Passive labour policies have by their nature a limited impact on recruitment.
In fact, personnel recruitment becomes crucial only during phases of great
company initiative, in which the organisation has the need to invest in the de-
velopment of its own structures in a prospect of growth and consolidation of its
business. For this reason, passive policies are generally present in times of crisis,
when the company needs to downsize or liquidate business activities to dismiss
redundant personnel. For the State, passive policies have always been costly and
not very beneficial in terms of rebalancing the labour market, as they do not ap-
pear to stimulate much job-seeking in those who benefit from them. After a long
period of passive policies, it was understood that the ever-increasing constraints
on public budgets and the low level of activation produced by these policies thus
required interventions capable of supporting businesses and workers in a pers-
pective of incentivisation, activation and motivation to look for jobs and be
re-hired [41].

The joint document of Confindustria and the Labour Unions issued on 1 Sep-
tember 2016 in Italy is testimony to this new awareness [42]. The social partners
understood the need to reduce passive policies and strengthen active policies in a
national context—these are the words of the document—where: 1) the labour
market shows “high unemployment rates, especially among young people, and
low employment rates”; 2) there is a need to “govern industrial transition
processes” and 3) “recent legislative reforms to social safety nets have considerably
reduced the scope of passive labour policies”, though a new system of active pol-

icies was not yet clearly defined. Active policies, in other words, were considered

Table 2. Passive labour policies.

Passive labour policies Measures

L . Partial or full unemployment subsidies—Subsidies
Maintaining the income of the | o
for temporary suspension of work—Subsidies for

unemployed, underemployed . .
. underemployment (solidarity contracts) —Compensation

and people at risk of R K .
for collective redundancies due to crisis,

unemployment ) .
business restructuring and bankruptcy

Conditional early retirement, that is, with the obligation to

. hire resources from among the unemployed and other
Early retirement schemes

social categories—Unconditional early retirement—ZEarl
divided into conditional and & Y Y

. K retirement plans in public administration—Early retirement
non-conditional early retirement K K ] K . .
plans in the private sector with state-funded incentives in a

framework of agreements between the social partners
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by the social partners as a new way to tackle labour problems in unbalanced and
competitive economies.

5. Active Labour Policies in Europe

Active labour policies are not new in Europe, but in recent years, they have had
gained new impetus in the continent’s economical and political context. Active
policies have a rather long history that developed in three periods after the
Second World War [43].

The first post-war period, dating from the 1950s to the 1960s, featured a few
experiences in Sweden based on the doctrines of two trade union economists,
Gosta Rehn and Rudolf Meidner. During this period, the labour market, not on-
ly in Sweden but also in the rest of Europe, was characterized by shortages in the
work force and by recovering economies. The key objective was the development
of human capital through training policies and incentives for labour mobility
from traditional low productivity sectors to more innovative and growing in-
dustry sectors. These policies were very much appreciated by employers who
quickly realized that they were faced with an ever-growing need for qualified
workers who could fit into modern production processes.

In the second period, from the first half of the 1970s to the early 1980s, the
first phenomena of mass unemployment began to appear. The key objective was
employment growth. During this period, there was a sharp increase in pub-
lic-sector employment, while employment in the private sector remained stable;
moreover, there was new interest in policies to activate the demand for jobs
through job creation initiatives, working with passive policies that could guar-
antee the income of those who were expelled from production processes.

In the third period, from the second half of the 1990s to the present day, more
evolved active policies were defined. For part of this period, there was economic
growth in the OECD countries and an excess of labour supply poorly suited to
the demand. The key objective became the activation of both labour demand and
supply through a system of incentives and employment assistance (guidance and
training, tax credits, conditional subsidies, employment services, counselling, job
search assistance, etc.).

A comparison between five countries (the UK, Germany, France, Italy and
Sweden) in the period 1993-2005 underscores the presence of rather diverse
programs, due to the political, institutional and cultural context of the individual
states, but all had the objective of increasing people’s chances of entering and
re-entering the labour market [40].

Table 3 summarizes the framework of active policies in Europe [43].

The first group of policies—incentives—positively or negatively impacts the
behaviours of those receiving the incentives. This goal can be achieved in a va-
riety of ways, for example by reducing the size and duration of the benefits, by
linking the benefits to participation in certain employment programs or by im-
posing sanctions. These policies have spread widely throughout Europe and in

particular in English-speaking countries [44].
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Table 3. Active labour policies in Europe.

Active labour policies

Incentives

Employment services

Employability

Human capital

Objective

Encourage employment
and discourage
unemployment or
underemployment

Remove obstacles to
employment and facilitate
first entry and/or return
to the labour market

Keeping people who lose their
jobs employable—Minimizing
the depletion of human
capital due to unemployment

Improve the chance of finding
work by increasing the skills of

Measures

Tax receivables—Employment
subsidies—Time limits on receiving
incentives—Reduction of
benefits—Contingent

benefits programs—Sanctions

Job brokerage and placement
services—Counselling—Job
search programs—Recruitment
services for businesses

Direct job creation in the public
and non-profit sectors—Training
programs not strictly related

to the job that has been lost

Basic education
(university, language studies,
computer science, etc.)—Vocational

those who lose their job training (apprenticeship, continuing

education, work-study programs, etc.)

The second group of policies—employment services—is based on measures
aimed at removing barriers to employment and facilitating first entry and return
to the labour market. These include a series of measures that help people to es-
tablish contacts with potential employers. They are especially aimed at the
long-term unemployed, to those who have never had a job and to weaker seg-
ments of the labour market. They are very common in Scandinavian and Eng-
lish-speaking countries [45] [46].

The third group of policies—employability—is aimed at maintaining working
capacity through direct job-creation opportunities in the public and non-profit
sectors (social utility workers (LSU) and public utility workers (LPU), mobility
from the private sector to the public sector) or participation in training programs
not necessarily related to the job that has been lost. These policies were wide-
spread in continental Europe between the 1980s and early 1990s [47] [48] [49].

The fourth group of policies—human capital—aims principally to raise the level
of education of those who have had little schooling or are professionally obsolete
by intervening with basic education and vocational training. Historically common
in Scandinavian countries, they have spread throughout Europe [50].

As mentioned above, the European context today is characterized by policies
of flexicurity. These have varied across Europe. In Scandinavian countries,
working relationships have had moderate flexibility (few inbound and outbound
constraints, reduced working hours, wage flexibility, contractual simplification,
mobility outside the company), income support during transition periods and
active policies. In the United Kingdom, there has been a high degree of flexibility
in working relationships, less social security, but also greater mobility due to more
sustained demand. In the countries of continental Europe (France, Germany, the

Netherlands), there has been a moderate degree of flexibility and efficient social
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safety nets and active policies. Mediterranean countries have been characterized
by widespread forms of flexibility, duality in the labour market (due to unequal
job protection mechanisms for different generations and categories of workers)
and less effective active policies [51]. The perspective ultimately pursued by
flexicurity is to reach a balance of labour policies that minimizes costly passive
welfare policies on the one hand and extends cheaper and more empowering ac-

tive policies on the other® [52].

6. The Active Labour Policies in Italy

Active employment policies in Italy have developed over the last twenty years in
a series of legislative measures named for their best-known promoters (the Treu
Package, the Biagi Reform, the Fornero Reform and the Jobs Act of the Renzi
Government).

The Treu Package (Law no. 196/97) was part of a broad decentralization of
Italian governmental administration that began with the Bassanini regulations
and continued with the reform of Title V of the Constitution [53]. The Treu Law
(Legislative Decree no. 469/97) decentralized the functional positioning of the
Regions and Provinces, which until then had been centralized and monopolized
by the State’s national administration, and, more generally, all active labour pol-
icies, based on the principle that there can be no effective market management
without a proper reading of the professional needs and job demands of the vari-
ous local territories. Legislative Decree no. 181/2000 introduced some basic
principles for the exercise of employment services by the Regions, also estab-
lishing a few standards that must be guaranteed by public entities.

The Biagi Reform (Law no. 30/03 and Legislative Decree no. 276/03) intro-
duced further provisions to regulate the organisation of the labour market and
intermediation between supply and demand, liberalizing and further decentra-
lizing the implementation of active policies. A few small autonomous measures
and other measures in execution of the previous regulations were then put in
place, characterizing the following decade up until 2011.

The Fornero Reform (Law no. 92/2012) for the first time established Essential
Levels of Performance (LEP) for employment services by intervening on the
coordination between active and passive policies. The reform seems to have fa-
voured policies to help the unemployed return to the labour market, but has also
shown a certain disinterest for the quality of re-employment of those who re-
ceive unemployment benefits [54].

With the Jobs Act of the Renzi Government, it can be said that active labour
policies in Italy entered, at least at the formal level, the stage of their maturity

(Law no. 183/14). The law and its implementing decrees were intended to ensure

’In Italy, spending on passive policies still represents the largest share of overall expenditure on la-
bour policies, growing from €20.2 billion in 2011 to €23.9 billion in 2012. Spending on active policies
grows for the first time in 2008 (from €4.9 to 5.6 billion, with an increase percentage-wise of just un-
der 14 percent) but this, however, is mainly due to a growth in employment incentives. In percentage
terms, in 2012, the active component of labour policies represented 19 percent of total policies and
passive policies stood at 81 percent.
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that the benefits of the LEPs were perceived throughout the country and that
there was consistent performance of the administrative functions associated with
them; to this end, the National Agency for Active Labour Policies (ANPAL)

(Legislative Decree no. 150/15) was established and assumed the responsibility

for coordination and implementation of policies at the national level [55]. The
picture that emerges is illustrated and presented separately for active and passive
policies in Table 4 and Table 5.

Table 4. Active labour policies in Italy.

Active labour policies
Public employment services

Orientation and individualized
job search assistance

Professional training

Incentives for hiring

Incentives to making job
positions permanent

Incentives to maintain
employment levels

Benefits at the local level or
regarding specific
professional categories

Inclusion of disabled people and
other disadvantaged categories

Direct job creation

Incentives for self-employment

Incentives for small businesses
aimed at increasing employment

Equal opportunities

Continuous training

Implementation of educational
and professional training
obligations

European Social Fund (ESF)

Measures

Investments in the establishment and upgrading of the
employment centre system

Training programs and assistance in the search
for a first job or a new job

Training programs to provide the professional
skills required by the labour market

Incentives for hiring in the form of social security,
tax and salary-related relief

Transformation of fixed-term contracts into indefinite-term
contracts in the private sector—Transforming short-term
contracts into long-term contracts in local public agencies,
in public education, hiring social utility workers (LSU) and
public utility workers (LPU) with long-term contracts

Incentives for hiring people receiving income
supplements or unemployment benefits

Incentives for hiring women and persons over 50 living
in disadvantaged areas or employed in a profession or
in an economic sector characterized by marked gender
disparities-Incentives for employment in Southern Italy

Social security and salary-related benefits or relief
for hiring people with disabilities or in execution
of a court sentence or in prison

Social utility workers (LSU) and public utility workers (LPU)
or mobility from the private sector to the public sector

Incentives for starting a business based on the various
types of target categories (young people, women,
persons over 50, disadvantaged categories)

Incentives for hiring and/or starting a business
envisaged by national and regional legislation

Positive actions to promote the participation of weaker
segments of society in the labour market (training, access
to employment, careers, inclusion in certain work sectors)

Financing business, sectoral and individual training plans
and “vouchers” provided by the Regions pursuant to

Art. 9 of Law no. 236/93 and Art. 6 of Law no. 53/00
Funding programs for compulsory education through
the school system, vocational training and apprenticeship
(Article 68, Law no. 144/99)

Systematic actions in the field of training and education
Actions in the field of education co-funded by the ESF
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Table 5. Passive labour policies in Italy.

Passive labour policies Measures

Income supplements to persons partially or totally suspended
Unemployment benefits from employment (classified in Italy as CIG, CIGS)
or unemployed (NASPI, ASD], etc.)

Early retirement measures contingent on the hiring of
unemployed persons and other social categories—Unconditional
. early retirement measures—Early retirement plans in the

Early retirement . e . K
Public Administration—State-sponsored early retirement
plans in the private sector in a framework of

agreements between the social partners

As can be seen, Italian labour policies are formally in line with European poli-
cies, as they are subject to convergence with EU standards due to common eco-
nomic policy and statistical harmonisation. There are, however, elements of di-
vergence with the best European experiences due mainly to two factors: spend-
ing on active policies and the organisation of employment services [56].

With regard to spending, the share of Italian GDP spent on these policies in
the period 1996-2011 has always been lower than the European average, with
marked differences between Italy and the Scandinavian and continental Euro-
pean countries. The distance from the European averages is, however, consider-
ably less if the item “expenditure on employment services” is excluded. That is to
say that while spending on active policies in Italy is lower, but not much lower,
than the European average, spending on the implementation of these policies is
indeed quite far from European standards [57].

With regard to the organisation of employment services, the inadequacy of
employment services is consistent with the underfunding of the implementation
policies. Moreover, professionalism, performance evaluation systems and skills
allocation appear inadequate to the proposed labour policy objectives. The pro-
fessional skills required to implement active policies are more highly qualified,
entrepreneurial and creative than the bureaucratic administrative skills used to
put passive policies to work. This demand for new professional skills would re-
quire incisive re-qualification and training of staff and a different approach to
the demand for jobs, and this is decisive for the success of active policies [58].
Employment Centres should also be evaluated on the basis of the precise per-
formance indicators established by the Jobs Act, such as the reduction in the av-
erage length of unemployment, service delivery times and the amount of inter-
mediation in bringing together job supply and demand. And finally, as far as the
allocation of duties is concerned, it is worth recalling that before the Fornero
and Renzi reforms, a very decentralized model of active policy implementation
was used, in which the Regions were the principal actors. However, the Regions
proved to be ineffective in coordinating labour policies due to a certain disinter-
est in reducing spending on subsidies and social safety nets so as to increase

spending for active policies, for the sole reason that in the Italian system, passive
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spending is supported by the central government and not by the Regions. This
organisational scheme should be altered in the direction of unitary coordination
and the empowerment of regional structures, as has been implemented for years
in countries such as France, Germany and the United Kingdom, where coordi-

nation between active and passive policies has worked best [59] [60].

7. The Impact of Labour Policies on Recruitment

The distinction between active and passive work policies is now coming under
scrutiny, as we have seen in the previous pages, and labour policies tend to be
viewed as a unitary interplay of measures in a broader perspective of flexicurity.
For the sake of clarity, however, we consider it useful to maintain this distinction
in order to examine in greater detail the effects that labour policies produce on

recruitment.

7.1. The Impact of Passive Policies

Passive policies have a highly unique impact on recruitment. In principle, they
are policies designed to protect the income of employers in times of business
contraction, when the company has an interest in favouring the outflow of staff.
For this reason, the passive policies that have the greatest impact on recruitment
are those related to early retirement, unemployment benefits and outplacement.

Employee turnover. One way to reduce redundancies, commonly used in
certain political circumstances (social pressure), legislative circumstances (per-
missive regulations) and business circumstances (high average age of staff, mer-
gers and acquisitions, re-engineering, downsizing, etc.), is early retirement. Early
retirement measures may range from specific measures in favour of certain cat-
egories of workers and/or enterprises—for the purpose of supplementing any
missing social security contributions at the expense of the State or private par-
ties—to the obligatory creation of so-called “solidarity funds” by the social part-
ners’ [61] [62].

Early retirement measures may be provided in the form of obligations or in-
centives to protect workers who are dismissed by the company but who are still
young enough to seek full-time employment or to encourage the replacement of
older workers with other categories (young people, minorities, workers collect-

ing mobility benefits, protected categories, etc.)* [63]. Early retirement plans

’Let us highlight two cases. The Montepaschi di Siena (MPS) redundancy plan, which calls for a
transition from 25,200 workers (full time equivalents) in 2016 to 22,600 in 2019 (A = 2,600). Of these,
2,450 should go into early retirement with the support of the banking sector’s “solidarity” fund, 450
due to normal employee turnover and 300 new people should be hired. Telecom Italia’s redundancy
plan for voluntary early retirement (pursuant to Article 4 of the Fornero Law). On the basis of cur-
rent legislation, the trade unions have agreed that the company will pay, monthly, through the na-
tional social security institute (INPS) and for the next four years, the pension accrued at the time of
leaving based on the worker’s social security contributions.

“Bill no. 700/08, proposed by Senator Giorgio Roilo, provided for measures to re-hire over 45 work-
ers through incentives in the form of tax relief, tax credits, deductions from taxable income and pro-
fessional redeployment initiatives.
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affect employee turnover. On the one hand, the employer benefits from these
kinds of measures as they reduce the cost of labour and enhance the income
statement. Moreover, incentives may be established to encourage the replace-
ment of retiring staff with equivalent but less economically-demanding workers,
for example when firms tend to hire low-paid young people and reduce the
number of older workers with higher labour costs.

Employability. Unemployment benefits are policy measures that have been
pursued and practised in Europe since States began to bear the burden of the
economic and social damage caused by recurring business crises. A system of
social safety nets establishes measures to maintain the income of people who are
unemployed, underemployed or at risk of losing their jobs in all European
countries. In Italy (and elsewhere), these policies have over time assumed diver-
sified forms of income support (CIG, CIGS and in derogation, “solidarity” funds
and contracts), mobility outside the company and unemployment benefits
(NASPI, ASDI). Passive policies impact recruitment processes when rules are in
place that establish recruitment priorities and obligations to re-hire workers re-
ceiving lay-off benefits or mobility allowances. They also impact recruitment to
the extent they are accompanied by interventions aimed at promoting the rein-
tegration of people into the labour market. In Italy, both the Fornero Reform
and the Jobs Act have moved in this direction. The Fornero Reform introduced
New Unemployment Aid Instruments (ASPI) with the aim of strengthening the
links between economic protection and policies to favour the activation of un-
employed people’.

The Jobs Act introduced new rules to the labour market based on the prin-
ciples of active policies, among which we find: 1) a clear distinction between in-
come support and unemployment benefits; 2) the level and duration of subsidies
proportionate to the seniority of the worker; 3) support in moving from one job
to another through intensive and personal assistance. The reforms’ impetus to-
wards active policies pursues the goal of creating employability, that is, a per-
son’s readiness to work on the labour market. Employers can only benefit from
these policies, as they will lead them to interact with candidates who are in prin-
ciple well-oriented job-seekers who are aware of their skills, economically moti-
vated and professionally up-to-date. In other words, employable [64].

Outplacement. The Decree implementing the Jobs Act of 20 February 2015 in
Italy introduced provisions for outplacement contracts. This regulation facili-
tates the reintegration of dismissed workers or workers at risk of unemployment
through a process that involves: analysis of the employability of the person, par-
ticipation in vocational training and retraining programs, attribution of a finan-
cial sum in the form of a voucher, intensive assistance in seeking new employ-
ment and the acceptance of professionally- and economically-suited job offers in
line with the person’s work history [65].

Meaning of acronyms: CIG (Temporary Unemployment Compensation). CIGS (Extraordinary
Temporary Unemployment Compensation. NASPI (New Social Insurance for Employment). ASDI
(Unemployment Benefit).
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In Europe, recruitment assistance policies have long been at work in countries
such as France, Germany, Belgium, the Netherlands, Spain and Scandinavian
countries, albeit with very different rules and procedures, which include finan-
cial aid, facilities and services in support of businesses and workers, the active
involvement and empowerment of employers and workers, preventive redep-
loyment actions designed to anticipate business crises, public service experi-
ments and the concerted participation of different stakeholders (local authori-
ties, employment centres, training bodies, private labour agencies, employers’
and trade unions) [66].

Available data from the AISO show a substantially stable redeployment mar-
ket with few variations over the years. From 2008 to 2015, the average number of
redeployed workers was around 6577, of an average total of 8000 people assisted
per year, with a rate and average relocation time of 82% and 6 months, respec-
tively [67]. This trend could begin to grow thanks to recent legislative action,
greater awareness of the law, the new attitude of the social partners towards ac-
tive policies and a general framework aimed at disincentives for passive policies.

There are various effects of outplacement on recruitment. A survey by
ACF-Europe, conducted on a sample of almost 100 decision makers working in
the field of human resources in Germany, has identified three significant effects:
1) avoiding legal action related to company downsizing plans; 2) giving a sign of
social responsibility to the employees who remain in the company; 3) giving
dismissed workers a demonstration of fairness [68]. But there are also others: 4)
the presence of incentives and concessions to employers who hire workers regis-
tered in mobility, unemployed or income support lists and enrolled in out-
placement programs; 5) programs to actively assist workers expelled from pro-
duction processes before retirement age to remain employed until they reach
that age®; 6) the assisted management of company employee turnover; 7) in-
creasing or maintaining employer branding in the labour market; 8) managing
the company’s redundancy at lower net costs; 9) better relations with stakehold-
ers (trade unions, local administrations and communities); 10) flexibility in staff

sizing policies’.
7.2. The Impact of Active Policies

There are not many studies on the impact of active policies on recruitment in
the literature. The study of Calmfors et al based on the Swedish political and
economic experience is particularly interesting for this article [69]. The effects
that active policies have on recruitment are identified by those authors as fol-

lows.

The agreement dated 17 May 2010 between ABI (Italian Banking Association) and AISO (Italian
Outplacement Society Association) provided for professional redeployment services for redundant
workers in the banking sector.

’Law no. 223/91 (art. 5, par. 5) for example, as opposed to other countries in Europe, imposed lower
redundancy costs on Italian employers who reduced staff and made use of redundancy redeployment
initiatives. The Fornero Reform of 2012 cancelled this favourable norm, which the Jobs Act then
restored.
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Efficient matching of supply and demand. Active policies related to em-
ployment services produce a more efficient matching of job supply and demand
in terms of timing and the quality of the parties involved. The participation of
job seekers in labour market training and search programs, the strengthening of
the role of agencies and company recruitment services all favour, in principle,
the mutual knowledge and awareness of the employers and applicants. In an ef-
ficient system of intermediation, the employer may be motivated to publicize
vacant positions so as to minimize the use of informal search channels that do
not always provide the best results in terms of the qualifications of the person
hired® [25]. Accelerated matching of supply and demand and the publicizing of
vacancies will also help fast-growing companies to find the people they need
quickly, and in the quantity and of the quality suitable to the production
processes to be carried out [70].

Competition between candidates. Active policies aimed at increasing em-
ployability and human capital encourage participation in the labour market and
increase competition among the candidates as more and more prepared and
up-to-date people compete for a constant number of vacant positions. In tight
labour markets, the competition effect might play a lesser role. It has been found
that policies aimed at increasing employability are more suitable in areas where
the number of vacant positions is increasing than in those where higher unem-
ployment rates are present.

More productive job seekers. Active policies based on human capital forma-
tion tend to increase the potential productivity of job seekers. This could affect
the minimum acceptable salary of candidates who are aware of their greater
production capacity and could increase their economic demands by raising the
amount below which they would no longer be willing to accept a job proposal.

Efficient allocation of job offers. The first active employment policies in
Sweden were aimed at promoting the mobility of a small workforce from de-
clining industrial sectors with low productivity to growing and high-productivity
sectors. In the presence of policies aimed at stimulating inter-sectoral mobility,
employers in growing and driving sectors will find themselves with a higher
number of job candidates and, inevitably, a diminished impact on minimum ac-
ceptable salaries (which may tend to diminish) and potential productivity
(which could increase as a result of good training), while firms in declining sec-
tors tend to find difficulties in filling job positions.

Crowding-out effect. As in all business initiatives induced by economic and
regulatory benefits, incentives can disrupt the regular labour demand—that which

would exist when an employer is in need of personnel for his/her production

8According to data from the Excelsior survey conducted on 100,000 Italian companies, the direct
knowledge of candidates was appreciated by companies in general, growing 9.7% between 2010 and
2014. The most noticeable decline regarded the channel “reporting acquaintances and suppliers”,
which decreased from 11.9% in 2010 to 6% today. The use of specialized operators also decreased,
down from 8.5% to 6.1% in the same period (though it tends to increase significantly in proportion
to the size of the company), as did traditional channels such as printed advertisements. This is a sign
of the still common lack of trust in public and private intermediaries.

DOI: 10.4236/ajibm.2017.710082

1151 American Journal of Industrial and Business Management


https://doi.org/10.4236/ajibm.2017.710082

R. Ingrassia

needs and there are no incentives for hiring. An incentive-based work policy can
distort normal company recruitment processes. Therefore, thorough attention is
required of employers and policy makers. The former should assess whether
their business is economically viable even in the absence of those incentives. The
second should assess whether incentive-based employment policies can truly
stimulate entrepreneurial activity and long-term productive investment in a
given territory.

More selective and more contingent search campaigns. Active policies
provide for incentives to hire particular categories of people (classified according
to age, place of residence, gender, ethnicity, professional characteristics, personal
circumstances, etc.) with no limits placed on the time and place. Recruitment
incentives affect business decisions, as business always pay great attention to
ways to reduce labour costs. Given a certain framework of incentives, personnel
search campaigns must become more targeted and selective in order to use in-
formation and channels that make it possible to contact a large number of po-
tential beneficiaries. Consider, also, that certain people with certain socio-de-
mographic and professional characteristics—young people, unemployment ben-
efit recipients, graduates—need to be registered with accredited public or private
programs or agencies in order to be hired, otherwise certain incentives are not
applicable’® [71].

8. Conclusions and Future Research

Labour policies in Europe and Italy now generate more selective and transparent
recruitment processes than in the past because they must take into account the
impact, constraints and induced opportunities created by the many different
policy measures. They are more selective because the range of labour policies
requires the capacity to discern and classify different categories of desired can-
didates in the light of the administrative measures involved. They are more
transparent because the measures themselves may require a certain degree of
formalization of recruitment initiatives, such as the advertising of vacant posi-
tions with certain contractual conditions, the mandatory registration with public
and private intermediaries and the disclosure of business data and projects to
public authorities to obtain access to the measures. The employer, therefore,
must be prepared to establish priorities and make evaluations and contingent
choices during the recruitment process. This renders the employee search
process more critical and requires more sophisticated professional skills on the

°To get an idea of the maze of employment incentives in Italy, see the Anpal Guide. It is a 79-page
document continuously updated by the Agency. The guide attempts to orient workers in the jungle
of employment incentives throughout the country. The intervention areas are: (1) the incentives to
hire and set up a business based on of the type of recipients; (2) the incentives provided by the na-
tional programs of ANPAL-Servizi Spa (formerly Italia-Lavoro Spa) carried out in collaboration with
the Regions and Autonomous Provinces; (3) the incentives for hiring and new enterprise provided
for by regional laws; (4) notices and tenders by the Regions and Autonomous Provinces for incen-
tives funded by the European Social Fund and by the European Regional Development Fund
2014-2020.
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recruiter’s part.

In this context, scientific research should focus on exploring the relationships
between specific measures and their effects on personnel search decisions using
a wide range of empirical survey instruments such as employer opinion surveys,
actual search behaviour statistics, interviews with human resource managers,
thematic focus groups and rigorous methods to analyse the impact of regulation.
The limits of this study can be found in the pioneering nature of the topic itself.
As we noted in the introduction, few studies have been carried out on how la-
bour policies impact the behaviour of companies in their recruitment. A great
deal of empirical and theoretical research remains to be done on a subject that is

crucial for the success of new labour policies.
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