Memorandum of Understanding
between
The Department of Labor -
of the United States of Amerxca
and
The European Commission
Regarding the Implementation of the
E.U./U.S. Action Plan in the Field of Employment

On December 3, 1995, the President of the United States of America, the
Prime Minister of Spain in his capacity as President of the European Council, and
the President of the European Commission signed the "New Transatlantic Agenda”

- in Madrid: One of the provisions of this Agenda is cooperation in the field of jobs
and growth. One element of this cooperanon is the establishment of a working
group on employment and labour-related issues.

- I. The Challenge ‘
The central challenge confronting both the United States and the European

Union in this field is the creation and maintenance of high rates of employment
combined with rising living standards. The agenda for the Working Group should
address itself to the fundamental question of achieving this objective, namely
ensuring that the results of economic growth are translated into the creation Of_]ObS

and widely shared prosperity.
To this end, we have today agreed to the foll owing administrative

arrangements for the operation of the Working Group.

II. The Agenda _

The E.U./U.S. Action Plan foresees the mtensxﬁcanon of the d1alogue n
particular on new forms of labour management cooperation; increased investment
in human resource’s' including in education and skills training; smoothing the
transition from school-to-work and job-to-job; active labour market policies and the
relationship between work and welfare; employment and new technologles and
encouraging entrepreneuralism.

To this end, the Working Group will, in a first phase focus notably on the

analysis of the following issues.
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Issue 1: Investments in Human Capital
In an increasingly global economy, boosting growth and productivity

must come from the promotion of knowledge-intensive activities. Ensuring
that the workforce can meet the needs of the new technologies will require
major efforts in training and retraining. The Working Group intends to
examine the effects of, and the returns to new investment in human capital.

Issue 2:  Active Labour Market Policies

Governments spend more on income maintenance or "passive” labour.
market policies than on "active" labour market policies. The Working Group
plans to examine the different types of active labour market’ measures,
compared with passive income support policies. It will analyze the effect of
labour market policy on labour market outcomes.

Issue 3: Smoothing Transitions - Improving Employability Security
and Incomes

Labour markets will function most efﬁcxently if flexibility wuhm
enterpnses and mobility in the labour market do not threaten or jeopardize
the employability or living and working conditions of employees. The
Working Group will examine ways of promoting internal and external
flexibility (mcludmg job-to-job and . school-to-work transitions) through
policies such as ‘wage subsidies, welfare/earned’ mcome support, portability

of benefits, flexible working patterns and training.

Issue 4:  Labour Management Cooperation -
" The Working Group will examine the role of employers and workers

in 1mplementmg policies that lead to widely-shared prospenty, including
investments in human capital, developing new forms of labour- management
cooperation, -the design and implementation of labour market policies and

ensuring employability.

Issue 5: Internatlonal Context
The Working Group can keep under review developments in the w1der

international context, notably work underway in the OECD and ILO as well
as the follow- up to the recent G7 conference on employment in Lille.
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V. Impleémentation

III. Compeosition
The Working Group should be mmposed of a small number of senior

officials representing the United States and the Eurowan Union designated
by the appropriate authorities on each side. The Working Group should meet
at least once-a year, alternating between Washington and Brussels. Other
occasional meetings may be held as necessary, and joint activities, such as
seminars or round tables, may be sponsored. The Working Group shoul
produce a report on the outcome of its work at least once a year.

IV. Consultations
Where it considers necessary, in order to improve the implementation

of this joint agenda, and to maximize its effectiveness, the Working Group
may invite contributions from the representatives of workers and employers

through the appropriate mebhamsms

In light of these mawoemam the Commissioner and the Secretary
are pleased t0 announce that the tirst meeting of the Working Group Wi'l be
held on this day after the signature of [H?s memorandum and expect it {0

continue to work in the spirit_of the EUUS. Transatlantic cooperation. .

ror the Department of Labor
of the
Umted States of America

For the European Commission
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Washington, May 2, 1996



