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EDITORIAL

While improved economic conditions and low or falling unemployment in many
OECD countries have made some in-roads into poverty rates, there are still many indi-
viduals living in poverty. Even if their physical subsistence needs can be met, their
household income does not support adequate living standards, leaving them and their
families at high risk of social exclusion. In order to minimise this risk, reducing the
incidence and persistence of poverty is a goal shared by al OECD countries.

While public policies continue to address the needs of those no longer able to
work, new strategies to tackle poverty and social exclusion are being implemented in
many OECD countries for those still able to function in the labour market.* Often,
these have the aim of promoting increased employment as a core component. This
approach is sometimes characterised as “employment-oriented social policy” and
frequently entails closer co-ordination of social and employment policy.

There are good reasons to better co-ordinate social and employment policies.
Poorly designed social policies can be a cause of structural unemployment. For
example, income transfer programmes may discourage labour supply if they offer
too-high replacement rates, if the availability rules and checks are too slack, and they
impose very high effective tax rates on earnings. The taxes which are the counterpart
of social benefits may also discourage labour demand by increasing indirect labour
costs. Accordingly, reform of the benefit/tax system to promote employment oppor-
tunities has been identified as one important orientation of the OECD Jobs Strategy
and many countries have enacted reforms in this area in recent years.

But reforms in this area may involve difficult trade-offs and policy makers must
address the following question: Will reconfiguring social policy to contribute to
improved employment performance a so contribute to better meeting one of the tradi-
tiona goals of social policy, i.e. reducing poverty and social exclusion? While the
observed aim of policy makersin many countries is to answer this question in the
positive, it rests on a number of conditions being satisfied which are often not spelt out.

An appraisal that the goals of social and employment policy are complemen-
tary, would begin with the observation that for many low-income families improved
employment and earnings prospects are the best route for achieving adequate
incomes and full integration into the broader society. It follows that better integration
of social policy with employment policy potentially could increase the effectiveness
of social policies by facilitating job placement and career development for adults in
low-income families.

*  The OECD and the United Kingdom Department of Social Security jointly sponsored a conference on
such strategiesin London in October 2000. The results of the conference are published in Opportunity for
All, joint OECD/UK Conference Report 2000, Department of Social Security, London, February 2001.

Reconciling social and employment goals

Rising prosperity has not
eliminated poverty, and OECD
countriesaim to reduce

social exclusion...

... often through strategies
oriented towards increasing
employment...

... by trying to avoid adverse
effects on labour supply/
demand.

But doing so while tackling
poverty is not easy.

Social and employment goals
can reinforce each other, since
work isthe surest source

of income...

© OECD 2000
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... but conversely measures
encouraging work could
increase poverty...

... unless designed with a good
understanding of its
underlying causes...

... for example, while poverty
isatemporary set-back for
many, for others
itisalong-term trap.

Policies should distinguish
between thoserequiring
temporary relief

and othersfacing
exclusion over

long periods.

For the latter, lack of
qualificationsand family
responsibilities are both
barriers, so family-
friendly policies

are needed.

A less optimistic appraisal would emphasise that some of the changes in socia
policy identified as potentially helpful to employment could exacerbate, rather than
ameliorate, poverty. The most obvious example is benefit reductions, whether gen-
eral (e.g. so asto maintain fiscal baance while reducing the tax wedge) or targeted
(e.g. of benefits for non-working families, so as to increase the incentives for them to
take employment). Any resulting trade-off between the objectives of social and
employment policy is, however, complex. Lower benefits may stimulate higher
employment, via a variety of mechanisms in labour and product markets, off-setting
the fall in income. Higher employment may also strengthen socia integration.

Thus, a careful analysis of the causes of poverty is required in order to design and
implement effective employment-oriented socid policies. Chapter 2 of this issue contrib-
utes to such an analysis by documenting the patterns and determinants of poverty inci-
dence, transitions and persistence, collectively referred to as “ poverty dynamics’. Despite
large cross-country differences in annual poverty rates, important sSimilarities emergein
poverty transitions and persistence. Together with recent OECD analyses of the extent
and causes of rising income inequality, the analysis in Chapter 2 helps to characterise the
changing terrain on which employment-oriented social policy must operate.

The analysis reveals the seeming paradox that poverty is smultaneoudy fluid and
characterised by long-term traps. Many poverty spells represent transitory set-backs for
persons who have adequate income over the longer term. More typically, however, per-
sons in poverty spend many years in that state and have longer-term incomes below the
poverty threshold on average (defined in Chapter 2 as |less than 50% of the median
income). In the twelve EU countries studied in Chapter 2, 59% of persons poor in a given
year in the mid-1990s (more up-to-date data are not available) had incomes over three
years that, on average, fell below the poverty threshold throughout. The corresponding
shares of this so-called “ permanent-income” poverty group were 67% in Canada and
78% in the United States. Repeat spellsof poverty help to explain the importance of long-
term poverty traps despite substantial transitions in and out of poverty every year. Evi-
dence from OECD countries shows that the mgjority of individuals who exit poverty in a
given year will re-enter it within a short time frame.

Thus, in order to be effective, employment-oriented socid policy must take account
of the large differences in the labour market histories and prospects of individuals who
are poor in any given year. When poverty is truly transitory, public interventions may
require only temporary income support, such asthat provided by unemployment benefits
and other socia insurance programmes, together with a minimal degree of employment
services. But for those caught in a poverty trap, implying alow standard of living and
socia exclusion over a prolonged period, the underlying barriers preventing them from
entering the economic mainstream have to be identified and overcome if they are to have
a reasonable chance of getting into, and staying in, work.

What are these barriers? There is much similarity across countries in terms of
the individua and family characteristics that are associated with poverty traps. Pov-
erty persistence is higher for households containing no worker, as well as for house-
holds where the head has not finished upper secondary schooling and/or those
composed of a single adult and children. In addition, poverty persistence tends to be
greater for children than for adults. Thereisa clear risk, therefore, of passing poverty
on from one generation to the next. These patterns suggest that both low earnings
potential (e.g. due to the absence of qualifications and/or valuable work experience)
and family responsibilities that prevent full realisation of potential earnings
(e.g. caring for children or elderly relatives) are important causes of long-term
poverty. The latter implies that family-friendly policies, such as the provision of



quality child care, maternity leave, child-care leave and working-hours flexibility,
have a role to play in combating poverty and facilitating mothers getting into the
labour market (Chapter 4 discusses the incidence of family-friendly policies in the
work-place and analyses their impact on employment).

A closer look at the relationship between employment and poverty dynamics
provides further guidance for how to design employment-oriented social policies. It
is important to emphasise that the overlap between work and poverty is quite high.
First, much of the time spent in poverty is associated with working households,
despite workless households being at a higher risk of poverty traps, for the simple
reason that the former represent a much larger share of the total population. Second,
the overlap between employment and poverty is increased when work over a multi-
year period is considered. Among the working-age households poor in a given year,
only 2 in 5 contained no adult worker in the EU and 1 in 5 in the United States.
However, among those who were “ permanent-income” poor over three years, the
shares without employment fell to 1in 4 and 1 in 10, respectively. This suggests that
low-paying and precarious jobs better characterise the experience of some poor
households than does continuous exclusion from the labour market.

These stylised facts about poverty transitions indicate that it is not enough to
design and implement policies that will get those at risk of a poverty trap into a job,
important as that objective is. The importance of working poverty also indicates that
an effective employment-oriented social policy needs to include transfer pro-
grammes that “top-up” earnings that are inadequate to meet family income needs as
well as measures which improve the career prospects of low-income earners. Thus,
policies which make work pay (MWP) are important elements in such a strategy, as
discussed in detail in last year’s editorial.

Importantly, an employment-oriented social policy will tend to work better in
an economy with buoyant labour demand. Hence, it isimportant that the settings of
macroeconomic and structural policies in labour and product markets are conducive
to maintain strong employment growth.

Effective active labour market policies aso have arole to play in any strategy to
assist the excluded into jobs. Even for very difficult groups, experience shows that seem-
ingly simple and low-cost interventions such as job counselling and job-search assis-
tance, coupled with the monitoring of search behaviour of benefit recipients, can help.

However, while policies can be designed to get those at-risk of exclusion into
jobs, many will be at high risk of either losing/leaving the job quickly and/or earning
too little to lift them permanently out of poverty. Hence, policy must also be con-
cerned about employment retention and skills upgrading. Unfortunately, much lessis
known about what works in these crucia areas. It is urgent that research takes them
up and provides some answers.

To effectively reduce the scourge of poverty and exclusion requires socia and
employment policies to be highly integrated, active rather than passive, and well-
tailored to specific national circumstances. It requires a combination of investmentsin
MWP policies, getting the incentives right for business and individuals to upgrade
skills, getting effective forms of employment retention assistance, family-friendly pol-
icies, policies that assist mobility out of low-pay jobs and effective active labour mar-
ket policies. These will not come chesply and need to be done in the context of prudent
budget management. But, such investments will, eventually, reduce the misery and loss
of potential that underlie the dry statistics on poverty and socia exclusion.

May 2001.
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But poverty among working
households must not be
neglected: it affects large
numbers of people...

... reinforcing the case for
policies to make work pay,
which if well designed can
simultaneously address
employment and social goals.

Such policies are likely
to be most successful
if labour demand is buoyant.

Effective active labour market
policiesalso play arolein
helping people into work.

Although lessis known about
what works, policy must
also be concerned about
job retention and skills.

An effective strategy requires
a wide range of co-ordinated
social and employment
policiesthat will not come
cheap, but will pay

off by reducing the waste

of peopl€e slives.
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Chapter 1

RECENT LABOUR MARKET DEVELOPMENTSAND PROSPECTS

Special Focus on Labour Market Policies: How the Money Has Been Spent

Summary

The special section of this chapter describes trends in public spending on labour market programmes, using the
Labour Market Programme (LMP) database developed by the OECD, and explores their relationship with the
unemployment rate. In particular, following the OECD Labour Ministerial agreement in 1992, it addresses the question,
“Have OECD governments heeded the call to put more emphasis on ‘active’ labour market programmes?’ (“active’
programmes are those designed to help the unemployed back into work, as opposed to “passive” measures concerned
with the payment of unemployment benefits and early retirement payments). It also reviews the changes in the structure
of expenditure on labour market programmes and the recent developments in policies and measuring instruments
emerging out of the experience of the past two decades.

The results show some evidence of a cautious move towards “active’ programmes, in many countries. At the same
time, experience with active labour market programmes has shown the importance of more careful design and much
greater emphasis on rigorous short- and long-term evaluation. Some relatively inexpensive policies (notably assistance
with and active encouragement of job-search) have been found to be among the most cost-effective for substantial
numbers of the unemployed and careful targeting has also been emphasised. Another widely accepted priority is to
continue to integrate active and passive labour market programmes and to improve the delivery of “passive’
unemployment and welfare benefits, so as to encourage active participation in the labour market. Thus the small shift
towards “active” programmes recorded in the data may not have fully captured the changes that have taken place in the
orientation of labour market policy.

special section which documents trends in spending on
“active” and “passive” labour market programmes
since 1985, reviews the changes in the structure of active
labour market policy expenditure, and notes some of the
recent developments in policy instruments.

I ntroduction

After ayear of particularly strong performance, eco-
nomic growth in the OECD area has been weskening since
the autumn of 2000. The 2001 growth rate is projected to be
half that of 2000, at around 2%, and the long-running reduc-
tion in unemployment is projected to come to a halt. How-
ever, the forces dampening economic growth are projected to
dissipate in the second half of 2001, leading to a growth rate .
of 2.5 to 3% over the next twelve months. Inflation is

Recent developments and prospects

expected to remain low. A.

Section | of this chapter reviews economic and
employment developments in the OECD area, paying partic-
ular attention to labour market prospects for 2001 and 2002.
It also investigates the possible existence of skilled-labour
shortages and structural change in OECD labour markets,
through an analysis of Beveridge curves. Section |l is a

Economic outlook to the year 2002

In 2000,' all OECD countries experienced posi-
tive real GDP growth. The figure for the area as a
whole was 4.1%, the highest for 12 years. Particularly
strong growth was seen in Korea, Mexico, the United
States and Ireland (at 11%, the highest in the OECD
area, see Table 1.1). However, over 2001, economic
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Table1.1. Growth of real GDP in OECD countries®®

Annual percentage change

Sharein total Average Projections
OECD GDP 1999 2000
1995 1988-1998 2001 2002
North America
Canada 32 21 45 4.7 23 32
Mexico 29 34 38 6.9 37 4.7
United States 35.0 29 4.2 5.0 17 31
Asia
Japan 13.9 2.2 0.8 17 1.0 11
Korea 29 5.6 10.9 8.8 42 55
Europe
Denmark 0.6 19 21 29 20 20
Finland 05 17 4.2 5.7 4.0 37
Norway 05 33 0.9 22 20 20
Sweden 0.8 13 4.1 36 2.8 3.0
Greece 0.6 19 34 4.1 4.0 44
Italy 55 16 16 29 23 25
Portugal 0.6 2.9 3.0 32 26 2.8
Spain 2.8 2.7 4.0 4.1 29 29
Czech Republic 0.6 -0.8 31 3.0 35
Hungary 04 45 51 51 4.7
Poland 13 4.0 4.1 38 39
Slovak Republic 0.2 19 22 2.8 3.6
Austria 0.8 25 2.8 32 23 25
Belgium 1.0 21 2.7 4.0 2.8 2.7
France 5.7 18 32 32 26 27
Germany® 8.3 2.4 16 3.0 22 24
Iceland 0.0 18 4.1 36 15 24
Ireland 0.3 6.4 9.8 11.0 7.8 7.8
Luxembourg 0.1 54 75 85 5.6 55
Netherlands 16 3.0 39 39 3.0 2.8
Switzerland 0.9 12 15 34 21 2.0
Turkey 16 4.3 4.7 7.2 4.2 52
United Kingdom 52 19 23 3.0 25 26
Oceania
Augtralia 18 34 4.7 37 20 38
New Zealand 0.3 2.0 4.0 3.0 22 3.0
OECD Europe* 39.9 22 22 35 24 2.8
EU 344 21 26 33 26 2.7
Total OECD? 100.0 2.6 32 4.1 20 2.8

. Datanot available.

a) The OECD Secretariat’s projection methods and underlying statistical concepts and sources are described in detail in “ Sources and Methods: OECD Economic Outlook”
which can be downloaded from the OECD Internet site (www.oecd.org/eco/out/source.htm).

b) Aggregates are computed on the basis of 1995 GDP weights expressed in 1995 purchasing power parities.

¢) The average growth rate has been calcul ated by chaining on data for the whole of Germany to the corresponding data for western Germany prior to 1992.

d) Averages for 1988-1998 exclude the Czech Republic, Hungary, Poland and the Slovak Republic.

Source:  OECD (2001¢), OECD Economic Outlook, No. 69, June.

growth for the OECD area is projected to slow to 2.0%,
before recovering somewhat to 2.8% in 2002. The pat-
tern varies considerably between the major OECD
regions. In the United States, the growth rate is pro-
jected to fall particularly strongly between 2000

and 2001, before recovering to slightly over the OECD
average in 2002. The weaker prospects for Japan are
expected to continue. On the other hand, the European
Union is projected to experience only a small decline
in growth.



The projections for arecovery in growth in 2002 are
based on a number of observations, and assumptions. The
interest rate reductions that have taken place, together with
some shifts towards lower tax burdens, are assumed to
combine with lower oil prices to spur aggregate demand
over the coming months. In addition, the sustained growth
in productivity in the United States over recent yearsis
taken as suggesting that such gains are durable and may
spread to other countries. Finaly, there are as yet no signs
of inflationary pressures in much of the OECD region,
leaving scope for monetary policy to support activity fur-
ther in the period ahead, if need be. However, the risks to
the outlook are considered to be on the downside, stem-
ming inter alia from the possibility of continued share
price declines, increased indebtedness in some countries,
and a deterioration in confidence.

B. Employment and unemployment

In 2000, employment growth in the OECD area
benefited from the generally strong economic growth,
to reach 1.2% (Table 1.2). It was highest in Ireland and
Spain, at a little under 5%, though negative in the
Czech Republic, Japan and Poland. With the exception
of Japan and Turkey, all OECD countries are projected
to experience positive employment growth in 2001
and 2002, although the area-wide growth rate is pro-
jected to decline to 0.6% in 2001 and 0.9% in 2002.
Following the pattern of economic growth, the pro-
jected slow-down is stronger in the United States than
the European Union.

The 2000 unemployment rate in the OECD area was
the lowest since 1990, at 6.3% (Table 1.3). The decline
since 1999 was widespread, with a full percentage point
decrease in the European Union. For the OECD area as a
whole, the outlook is for a continuation of these compar-
atively low levels. However, increases are projected for
the United States, up to the end of the projection period,
and for Japan in 2001. Decreases in unemployment rates
are projected for most of the EU member states.

C. Compensation and labour costs

For the OECD area as a whole, the growth of com-
pensation per employee in the business sector was 3.6%
in 2000, a small increase from the figure of 3.5%
observed in 1999 (Table 1.4). Countries with, or near to,
double-digit growth rates included Hungary, Ireland,
Korea, Mexico, Poland and Turkey, of which only
Hungary and Ireland experienced an acceleration in the
rate of growth. At the same time, the growth of unit
labour costs in the OECD area decelerated slightly from
1.3% growth in 1999 to 1.1% in 2000. These favourable
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developments, in the face of increases in energy prices,
have been a surprising feature of the recent business
cycle. Even in the tight labour market of the United
States, unit labour costs increased by only 1.0% in 2000,
compared with 1.6% in 1999. The projections are for a
further, small increase, to 3.8%, in the growth of average
compensation per employee for the OECD area in 2001,
before a slight reduction to 3.7% in 2002. Unit labour
costs are projected to rise more significantly, to 2.3%
in 2001, faling to 1.6% in 2002. In the United States, the
growth in unit labour costs is projected to be 3.5%
in 2001 and 1.8% in 2002.

D. Theunemployment-vacancy relation:
a Beveridge curve analysis

Over the past year, anecdotal reports of skilled-
worker shortages have increased in frequency in many
countries. Such reports have suggested skilled-labour
shortages in areas ranging from information and commu-
nication technology sectors to more traditional sectors
such as construction and agriculture.? This subsection
uses Beveridge curves (see Box 1.1), to shed light on pos-
sible labour and skill shortages in the current period,
while at the same time examining possible structural
changes in OECD labour markets. The current recovery is
compared to the previous one, where possible.®> Countries
experiencing rapid recent wage growth would naturally
be given special attention in any analysis of skill short-
ages. However, the available data generally show little
evidence of any acceleration of wages. The country expe-
riencing the strongest acceleration in wage growth in the
past year has been Ireland, where the annual growth in
compensation per employee increased from 4.0% in 1999
to 8.3% in 2000 (see Table 1.4).

Evidence of a skilled-worker shortage?

There are a number of countries where the com-
bination of unemployment and vacancy rates seen in
the current period, taken in the light of those at the end
of the previous recovery, appears to suggest tight
labour markets and the possible approach of labour and
skill shortages (see the Beveridge curves in Chart 1.1).
These include the Netherlands, Portugal, Spain and the
United Kingdom, where unemployment rates are simi-
lar or lower to those at the end of the previous recovery
but vacancy rates are higher. In addition, for the United
States, unemployment rates are lower and vacancy
rates are at similar levels. For Canada and France, both
variables are at similar levels.* Denmark is an excep-
tion: vacancies appear to have been falling at the same
time as unemployment, contrary to the pattern
observed in the previous recovery. It is noticeable that
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Table 1.2. Employment and labour force growth in OECD countries?

Annual percentage change

Employment Labour force
Level Projections Level Projections
1999 1@’8’3_';338 1999 2000 1999 1@’89_' oo 199 00 ——
(000s) 2001 2002 (0009) 2001 2002
North America
Canada 14 533 1.0 28 2.6 12 13 15722 1.0 20 18 16 14
Mexico® 18 457 30 13 34 20 25 18 950 3.0 0.7 31 22 2.6
United States 133 501 13 15 13 0.4 04 139 380 12 12 11 1.0 0.9
Asia
Japan 64 620 0.8 -0.8 -0.2 -0.1 0.2 67 793 1.0 -0.2 -0.2 0.1 0.2
Korea 20281 17 14 3.8 0.5 20 21634 22 0.8 15 0.6 18
Europe
Denmark 2708 0.0 0.9 0.8 0.6 0.5 2 856 0.0 0.8 0.3 0.6 0.5
Finland 2287 -0.9 33 17 17 16 2548| -0.1 20 12 0.9 1.0
Norway 2258 0.6 04 0.5 0.6 0.7 2333 0.6 04 0.7 0.6 0.6
Sweden 4067 | -09 22 22 16 1.0 4308 -05 12 12 1.0 0.8
Greece 3893 0.7 -0.7 12 11 14 4426 11 0.2 0.4 04 0.6
Italy 20492, -0.3 12 1.9 16 17 23162 -01 0.8 0.9 0.8 0.8
Portugal 4791 1.0 19 17 1.0 1.0 5012 0.9 12 12 11 11
Spain 13817 0.9 4.6 4.8 29 22 16 422 0.9 1.0 2.6 19 15
Czech Republic 4709 .. 23 -0.7 0.2 0.1 5163 .. 0.2 -0.7 -0.2 -0.3
Hungary 3750 .. 3.6 0.9 13 12 4035 .. 2.6 0.3 11 1.0
Poland 14757 .. -39 -1.6 0.0 0.0 17 148 .. -0.1 1.0 0.6 0.8
Austria 4011 0.7 14 1.0 0.3 0.6 4237 0.9 0.9 0.3 0.3 04
Belgium 3906 0.4 13 17 11 0.9 4283 04 0.5 -0.2 0.8 0.7
France 23222 0.3 14 24 16 15 26 146 0.5 0.7 0.6 0.5 0.9
Germany® 37942 0.4 11 15 0.9 0.8 41 370 0.6 0.3 1.0 04 0.2
Iceland 137 0.4 2.7 20 01 0.6 139 0.6 18 14 1.0 1.0
Ireland 1616 32 6.3 4.7 37 31 1711 22 4.0 33 3.2 31
Luxembourg 178 1.0 25 29 18 16 183 12 23 2.6 17 16
Netherlands 6 805 21 3.0 25 17 13 7027 17 19 17 15 14
Switzerland 3867 0.6 0.7 1.0 0.7 0.7 3966 0.9 -0.4 0.3 0.7 0.7
Turkey 21913 14 25 -3.8 -2.0 20 23687 12 34 -4.9 -15 18
United Kingdom 27 649 0.4 13 1.0 0.6 04 29428 0.2 14 0.5 0.5 0.5
Oceania
Australia 8811 15 23 29 1.0 18 9491 16 14 22 18 17
New Zealand 1751 14 15 16 1.0 1.0 1878 16 0.7 0.8 0.6 1.0
OECD Europe'¢ 208 776 1.0 13 1.0 0.8 11 229590 11 11 0.3 0.5 0.8
EU 157 385 1.0 17 20 13 12 173119 11 0.9 1.0 0.8 0.7
Total OECD*¢ 470727 12 11 12 0.6 0.9 504 438 12 0.9 0.7 0.7 0.9

.. Datanot available.
a) Seenotea)to Teblel.1.

b) Databased on the Nationa Survey of Urban Employment (see “Sources and methods: OECD Economic Outlook”, www.oecd.org/eco/out/source.htm).
¢) The average growth rate has been calcul ated by chaining on data for the whole of Germany to the corresponding data for western Germany prior to 1992.
d) Averages for 1988-1998 exclude the Czech Republic, Hungary, Poland and the Slovak Republic.

e) Countries shown.
Source:  OECD (2001¢), OECD Economic Outlook, No. 69, June.

the most recent movements of the 1990s Beveridge
curves are often inward. However, it is difficult to
determine to what extent this might be due to improved
labour market functioning as opposed to some slacken-
ing off in employment demand, leading to a fall in
vacancies.

Evidence of structural change?

An outward shift of the Beveridge curve is apparent
in Finland, France, New Zealand, Norway, Sweden and
Switzerland.” While this might be taken as a sign of
poorer labour market functioning, for Finland and
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Table 1.3. Unemployment in OECD countries®

Percentage of labour force Millions
Projections Projections
13;’;' fggs 1999 2000 1@’89_' iggs 1999 2000
2001 2002 2001 2002
North America
Canada 9.4 7.6 6.8 7.2 7.2 14 12 11 12 12
Mexico® 37 2.6 23 25 2.6 0.6 0.5 0.5 0.5 0.5
United States 58 4.2 4.0 4.6 50 75 59 5.7 6.5 7.1
Asia
Japan 2.8 4.7 4.7 49 4.8 18 32 32 33 33
Korea 2.8 6.3 4.1 4.1 4.0 0.6 14 0.9 0.9 0.9
Europe
Denmark 75 52 4.8 4.7 4.8 0.2 0.1 0.1 0.1 0.1
Finland 10.6 10.2 9.8 9.1 8.6 0.3 0.3 0.3 0.2 0.2
Norway 4.8 32 34 34 33 0.1 0.1 0.1 0.1 0.1
Sweden 54 5.6 4.7 4.1 39 0.2 0.2 0.2 0.2 0.2
Greece 9.0 12.0 11.3 10.8 10.0 0.4 0.5 0.5 0.5 0.5
Italy 105 115 10.7 10.0 9.2 24 27 25 24 22
Portugal 57 4.4 4.0 4.1 4.2 0.3 0.2 0.2 0.2 0.2
Spain 19.6 159 141 132 12.6 31 2.6 24 23 22
Czech Republic .. 8.8 8.8 84 81 0.5 0.5 04 0.4
Hungary .. 7.1 6.5 6.3 6.1 0.3 0.3 0.3 0.3
Poland .. 139 16.1 16.6 17.3 24 28 29 3.0
Slovak Republic .. 16.4 18.8 18.3 17.5
Austria 50 53 4.6 4.6 4.4 0.2 0.2 0.2 0.2 0.2
Belgium 8.6 8.8 7.0 6.8 6.5 0.4 0.4 0.3 0.3 0.3
France 109 11.2 9.7 8.6 81 28 29 25 23 22
Germany 75 83 7.8 7.3 6.8 29 34 32 31 29
Iceland 31 19 13 22 2.6 0.0 0.0 0.0 0.0 0.0
Ireland 132 56 4.3 39 39 0.2 0.1 0.1 0.1 0.1
Luxembourg 23 29 2.6 25 25 0.0 0.0 0.0 0.0 0.0
Netherlands 6.3 32 24 22 23 0.4 0.2 0.2 0.2 0.2
Switzerland 30 27 20 19 19 0.1 0.1 0.1 0.1 0.1
Turkey 7.7 75 6.4 6.9 6.7 16 18 15 15 15
United Kingdom 79 6.0 55 54 55 23 18 16 16 17
Oceania
Australia 8.6 7.2 6.6 7.4 7.2 0.8 0.7 0.6 0.7 0.7
New Zealand 7.7 6.8 6.0 5.6 5.6 0.1 0.1 0.1 0.1 0.1
OECD Europ¢ 9.2 9.1 84 81 79 17.7 20.8 194 18.8 18.3
EU 9.6 9.1 82 7.7 7.3 159 15.7 14.3 135 13.0
Total OECD* 6.9 6.7 6.3 6.3 6.3 30.5 337 315 320 322

. Datanot available.
a) Seenotea)to Teblel.1.
b) Seenote b) of Table 1.2.

c) Averages for 1988-1998 exclude the Czech Republic, Hungary, Poland and the Slovak Republic.

Source:  OECD (2001¢), OECD Economic Outlook, No. 69, June.

Sweden the explanation lies in the severe economic crises
of the 1990s, which make it difficult to compare the cur-
rent expansion with the previous one. For France, the out-
ward movement is very dlight, and the most recent figures
available can be interpreted as showing that |abour
demand is higher than at the end of the previous recovery,
while unemployment is at a similar level. It is too early to

attempt to assess the impact of the 35-hour week legisla-
tion which began to come into force in January 2000, and
which was designed to increase labour demand. Early
indications appear to suggest that sectors which moved
relatively quickly to the 35-hour week are not suffering
particularly badly from skilled-labour shortages.® How-
ever, the impact on other sectors is not yet known. For
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Table 1.4. Business sector labour costsin OECD countries*?
Percentage changes from previous period

Compensation per employee Unit labour costs
Projections Projections
13;’;' oog| 1999 2000 1{;;89_';‘338 1999 2000
2001 2002 2001 2002
North America
Canada 35 26 3.6 32 34 23 0.7 14 21 14
Mexico 214 135 12.0 9.0 7.0 214 10.4 9.4 7.0 4.7
United States 35 4.3 45 4.7 44 20 16 1.0 35 18
Asia
Japan 17 -11 0.1 0.3 04 0.3 2.4 -17 -0.7 -0.5
Korea 10.9 12.2 8.0 6.6 6.8 6.5 21 29 2.7 31
Europe
Denmark 3.7 38 38 38 39 13 2.2 11 20 19
Finland 45 31 47 45 44 0.9 0.9 0.0 19 21
Norway 4.0 5.7 45 45 4.8 17 4.8 29 33 2.8
Sweden 6.1 28 37 37 4.3 34 0.1 22 23 18
Greece 13.0 4.2 51 5.0 5.2 115 -0.4 19 17 19
Italy 53 21 29 2.6 3.0 33 13 14 15 19
Portugal 9.7 42 5.8 55 53 7.6 29 41 4.0 33
Spain 6.9 3.0 35 43 4.3 4.8 2.6 30 34 3.0
Czech Republic .. 49 7.0 7.1 6.5 .. 32 2.8 39 2.7
Hungary .. 114 13.1 18.0 11.9 .. 114 85 139 8.2
Poland .. 15.2 84 8.1 7.1 .. 54 18 3.7 2.7
Austria 3.6 16 22 27 3.0 15 -0.1 -0.3 0.5 0.8
Belgium 3.7 20 2.7 33 32 20 0.5 0.3 14 12
France 2.6 23 14 27 29 0.8 0.3 0.7 16 16
Germany® 35 0.9 13 19 23 14 0.5 -0.1 0.5 0.6
Iceland 79 45 5.7 7.0 7.0 6.1 31 38 53 5.0
Ireland 3.8 4.0 8.3 7.8 7.6 0.2 0.3 16 34 27
Luxembourg 45 3.6 49 3.6 32 .. .. .. .. ..
Netherlands 27 29 41 44 4.2 13 19 25 2.8 24
Switzerland 34 13 19 2.6 2.7 22 01 -0.6 11 13
United Kingdom 5.6 49 44 48 49 44 39 23 2.6 24
Oceania
Australia 42 24 3.0 4.0 37 21 0.1 23 29 16
New Zedland 20 24 31 37 32 14 -0.2 11 24 11
OECD Europe'¢ 45 31 37 3.6 37 27 17 13 20 19
EU 4.6 25 28 32 35 27 14 12 17 17
Total OECD
less high-inflation countries® ¢ f 3.6 2.6 3.1 3.3 3.4 19 0.9 0.7 21 14
Total OECD*¢ 44 35 3.6 38 37 27 13 11 23 16

.. Datanot available.

a) Seenotea)to Tablel.1.

b) Aggregates are computed on the basis of 1995 GDP weights expressed in 1995 purchasing power parities.

¢) The average growth rate has been calcul ated by chaining on data for the whole of Germany to the corresponding data for western Germany prior to 1992.

d) Averages for 1988-1998 exclude the Czech Republic, Hungary, Poland and the Slovak Republic.

e) Countries shown.

f) High inflation countries are defined as countries which had 10 per cent or more inflation in terms of GDP deflator on average between 1988 and 1998 on the basis of
historical data. Consequently, the Czech Republic, Greece, Hungary, Korea, Mexico, and Poland are excluded from the aggregate.

Source:  OECD (2001¢), OECD Economic Outlook, No. 69, June.

New Zealand, the shift may partly reflect the major policy  Employment Service in increasing the market penetration
reforms since 1984. Part of the shift in the Norwegian  of job vacancies.” However, it may also reflect some dete-
curve can be explained through the success of the Public  rioration in the matching of labour supply and demand.
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Box I.1. Beveridgecurves

Beveridge curves provide a useful perspective on potential skilled-labour shortages, as well as on structural changes in the
labour market. High and increasing levels of unfilled job vacancies, especially at low levels of unemployment, may denote skilled-
worker shortages and labour market tightening. If combined with sustained levels of high unemployment, they may indicate a
mismatch in the labour market between skills available and skills required. In addition, an outward (inward) shift of the curve over
time may denote a decrease (increase) in the efficiency of labour market matching. However, any analysis of the Beveridge curve
must bear in mind the deficiencies of currently available job vacancy data as indicators of unsatisfied labour demand.

Most job vacancy data are obtained from the Public Employment Service (PES). However, not all vacancies are reported to
the PES. The definitions of job vacancies and the proportion of vacancies reported to the PES vary considerably across countries.
Institutional changes may affect the proportion of vacanciesthat are notified, making it difficult to interpret both current trends and
shifts over time. One example of such an institutional change is provided by Australia, where the Commonwealth Employment
Service was shut down in May 1998 and replaced by the Job Network system, which depends on contracted employment service
providers [OECD (2001a)]. A structural change of this nature might well have a significant impact on measured job vacancies.*
Another example is the integration of information technology, including the Internet, into the delivery of labour market servicesin
a number of countries. For example, the Flemish PES office has developed a large-scale e ectronic network since 1992, which
appears to have increased the number of reported job vacancies considerably [OECD (2001b)].

While France maintains a series of new job vacancy data from its PES, changes in the method of compilation are thought
to preclude comparisons between the 1990s and the 1980s. The only consistent information is provided by surveys of
employers' reports of recruitment difficulties. For Ireland, data are avail able only on new vacancies reported to the Training and
Employment Authority (FAS) since 1985. Finally, for Canada and the United States, the best indicator of unsatisfied labour

demand is considered to be the “Help-Wanted Index”, derived from a count of hewspaper advertisements.

*  Employers may list vacancies with the “employment service” in Australia via Job Network providers or directly via the Australian Job

Search Internet site.

For Switzerland, the outward movement of the curve has
occurred alongside a rapid rise in the proportion of long-
term unemployment, adding weight to the possibility that
the outward shift signals an unfavourable structural
change in the labour market.

On the other hand, Canada, Denmark, the Netherlands,
the United Kingdom and the United States have seen an
inward shift in the Beveridge curve, suggesting increased
market adjustment efficiency and better matching com-
pared to the 1980s expansionary period. One reason for
this may be an increased emphasis on mobilising the
unemployed to fill available vacancies [Layard (2001)].
Thiswas an objective of the Canadian Employment Insur-
ance reform of 1996, the Danish unemployment insurance
reform of 1994, the Netherlands Job-seekers Employment
Act (WIW) of 1998, and the United Kingdom New Deal
of 1997. Welfare reform in the United States may have
had a similar effect for some groups of unemployed. As
most of these measures affect only unemployed individu-
als receiving benefits and, in some cases, have been intro-
duced rather recently, they cannot explain the entire shift.

However, it can be argued that policy in these countries
has been moving in the direction of “activation” for some
time and may have played a role in improving labour
market functioning over the past economic cycle.

In conclusion, a comparison of the patterns of
Beveridge curves over recent economic cycles does show
some reason for concern over possible shortages of labour
and of skilled workers. However, as noted above, thereis
little sign that any such shortages have yet been trandlated
into wage inflation. Nevertheless, the issue should by no
means be ignored. In addition, while many countries
appear to show signs of favourable structural change in
labour markets, some do not, and in general the process of
reform needs to continue. Policy initiatives to make paid
employment more financially attractive, working arrange-
ments more flexible and lower-skilled workers more pro-
ductive should help extend the employment gains of
recent years. The following section reviews spending on a
range of labour market policies across OECD countries
and regions since 1985, and discusses the latest trends in
policy development.

© OECD 2001
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Chart 1.1. Job vacancies? and unemployment (cont.)
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1. Labour market policies:
how the money has been spent

A. Introduction

The high levels of unemployment in almost all
OECD countries during the 1980s and early 1990s
entailed large increases in public spending on unemploy-
ment benefits. At the same time, considerable expenditure
was allocated to so-called “active labour market pro-
grammes” (ALMPs). Many of these ALMPs were
designed to help unemployed people find work faster.
Others aimed to foster employment growth and reduce
unemployment over the medium-term through structural
change in the labour market. In 1992, OECD Labour
Ministers agreed that “labour market programmes are
important tools for pursuing structural reform” and
endorsed a “long-term strategy for a progressive shift
from passive to active labour market measures and related
social policies’. The 1994 OECD Jobs Sudy explained
that ALMPs are “aimed at improving the functioning of
the labour market by enhancing labour market mobility
and adjustment, facilitating the redeployment of workers
[...] and, generally, enabling people to seize new job
opportunities as they arise”, adding that they are “partic-
ularly appropriate instruments for improving the pros-
pects of poorly qualified job-seekers and the long-term
unemployed”. One of the recommendations of the Jobs
Study was to “ strengthen the emphasis on active labour
market policies and reinforce their effectiveness’.

The aim of this section is to document the trends in
public spending on labour market programmes, using the
OECD Labour Market Programme (LMP) database, con-
taining data from 1985. This was first restricted to expen-
diture on selected programme categories, but was later
extended to include a limited amount of information on
numbers of participants in these programmes.

The LMP database provides a valuable instrument
for monitoring international trends in labour market pro-
gramme spending, though its l[imitations need to be
borne in mind. It is based on three principles (Box 1.2).
The first is the distinction between “passive’ pro-
grammes (taken to include early retirement schemes as
well as the payment of unemployment benefits) and
“active” programmes. The second is the importance of
targeting — witness the special categories for young people
and the disabled. The third is the separation of expendi-
ture by government “functions”, namely, the Public
Employment Service and administration, labour market
training, and subsidies to employment.

These three principles remain of great importance.
However, even as unemployment rates in most OECD
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countries have declined to the levels of the mid-1980s,
the role of ALMPs is being rethought. As a result, the
database needs to be re-developed. Two of the most
important reasons for this are: i) the blurring of the dis-
tinction between active and passive programmes, as
unemployment benefit payments are increasingly made
subject to conditions involving active participation in
the labour market and ii) the emergence of new forms
of policies, such as “Making Work Pay” policies,
which were not foreseen in the original database. Work
is now underway, in conjunction with EUROSTAT, the
Statistical Office of the European Union, to construct
an enhanced OECD database to track these policy
developments better (see Box 1.3).

The structure of this section is as follows:

. Sub-section B describes the basic patterns of LMP
expenditure, and outlines its relationship with the
unemployment rate. It addresses the question, “Have
OECD governments heeded the call to put more
emphasison active' labour market programmes?”’

. Sub-section C explores the changes in the structure
of expenditure on ALMPs.

. Sub-section D reviews some of the developmentsin
policies and measuring instruments emerging out of
the experience of the past two decades.

B. How did labour market expenditure
vary between 1985 and 19987

Chart 1.2 shows that, on average for OECD coun-
tries, the average proportion of GDP devoted to labour
market programmes varies strongly with the economic
cycle. For example, it rose from 2.1% in 1989, before the
recessionary period of the early 1990s, to 3% in 1993,
when the average unemployment rate was at its peak.®
The average over the whole period, 1985 to 1998, was
2.5% of GDP for total LMP spending, of which 0.8% was
for “active” measures.

Country detail is shown in Table 1.5. For 1998,
the highest figures, for both total LMP spending and
active spending, are seen in the Nordic countries, at
3.6% and 1.5%, respectively. Figures for the four
southern European countries tend to be lower, averag-
ing 1.6% and 0.7%, respectively, while those for the
eastern European countries are lower still, at 0.8% and
0.3%. The remaining European countries occupy an
intermediate position. Overall, spending in OECD
Europe countries tends to be higher than in other
OECD regions. The lowest figures for total spending
in 1998 are for Mexico, the Czech Republic and the
United States. The lowest figures for active spending
are for Mexico, Japan and the Czech Republic.

© OECD 2001
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Box 1.2. Main features of the OECD LM P database

The database consists of public expenditure data, beginning in 1985 for the majority of countries, supplemented by data onthe
number of participants for 10 countries from 1985 and for 16 countries from 1992. The latest year generally available for OECD
countries is 1998. The information is based on data provided annually by Member countries in respect of each of their relevant
labour market programmes, which are allocated to the appropriate category by the Member countries, in collaboration with the
Secretariat, following guidelines laid down by the OECD. All Member countries are covered, with the exceptions of Iceland, the
Slovak Republic and Turkey. However, not every country has provided data for every year. As a result, some countries have been
excluded from the analysisin this section, and a number of estimations have been made, as explained in Annex 1.A.

Public expenditure on labour market programmes is defined to include all public outlays, or outlay equivaents for relevant
purposes, both public sector consumption and transfers to individuals and enterprises. No distinction is made between central,
local government and quasi-public sources of finance, such as social insurance funded by compulsory contributions. The
emphasis is on labour market programmes, as opposed to general employment or macroeconomic policies, and so the database
includes only expenditure targeted on particular labour market groups. For example, reductions of taxes and social security
contributions are included only when they are made in respect of particular labour market groups. Payroll-tax reductions for
lower-paid workers are considered general employment policies and are not included.

Participation in ALMPs is measured, for the most part, as the inflows into the programmes, i.e. the number of persons starting
the programme over the course of the year in question. This generally corresponds to the type of data which is most readily
available. However, stock data are included for some types of programmes, including direct job creation and work for the disabled.

Definitions of the categories

1. Public Employment Services and administration includes the following services: placement, counselling and vocational
guidance; job-search courses; assistance with displacement costs; administering unemployment benefits; and al other
administration costs of labour market agencies (at central and local level) including running labour market programmes.

2. Labour market training includes both course costs and subsistence allowances and is divided into two sub-categories:
training for unemployed adults and those at risk; and training for employed adults. Special training programmes for
youth and disabled are excluded (see below).

3. Youth measures include only special programmesfor youth in transition from school to work. They do not cover young
people’s participation in programmes which are open to adults as well. The two sub-categories are: measures for
unemployed and disadvantaged youth, targeted principally on those who do not follow regular upper-secondary
education or vocational education and are unsuccessful in finding jobs; and support of apprenticeship and related forms
of general youth training, covering a variety of forms of training and work practice in enterprises.

4. Subsidised employment covers targeted measures to promote or provide employment for the unemployed and other
priority groups (but not youth and the disabled). It is divided into: wage subsidies paid to private sector firms to
encourage the recruitment of targeted workers or continued employment of those whose jobs are at risk (not including
genera employment subsidies); support of unemployed persons starting enterprises; and direct job creation (in public or
non-profit organi sations) to benefit the unemployed.

5. Measures for the disabled include only special programmes for the disabled and do not cover the total policy effort in
support of the disabled. The two sub-categories are: vocational rehabilitation; and work for the disabled.

6. Unemployment compensation includes all cash benefits to compensate for unemployment except early retirement. It
covers unemployment insurance and assistance, compensation to workers whose employers go bankrupt and special
support for various groups such as construction workers lai d-off in bad weather.

7. Early retirement for labour market reasonsis limited to special schemes under which workers receive retirement pensions
either because they are out of work or becausetheir jobs are released to the benefit of others. Disability pensions are excluded.

These main categories are defined in more detail in OECD (1990). In this section, “active” programmes are those included
in categories 1 to 5 above, while “passive’ programmes comprise categories 6 and 7.

Limitations of the data for analytical purposes
The following limitations need to be borne in mind when using the data for analysis [see also OECD (1988); OECD
(1993); Martin (2000)]:
. Potentia inconsistencies between data for different Member countries arise from institutiona differences and different
interpretations of the criteria and the categories.
. Spending on labour market programmes at regional or sub-national levelsis not always captured fully.
. Public expenditure data alone cannot encompass a country’s entire labour market policy, which aso includes many
legislative and regulatory policies. In addition, as one of the criteriais that programmes be targeted, the data exclude
genera macroeconomic policies, general tax exemptions, work-time reduction measures, and so on.

. Asthe database only refers to public expenditure, it excludes private-sector spending, for example, on programmes organised
a theindustry level and financed by specia payroll taxes, private spending on gpprenticeships, training, and so on.

. The data on participant numbers relate to annual inflows into various labour market programmes. They give no direct
information on the average length of time spent in a programme nor on the number of repeated spells.
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Chart 1.2. OECD spending on active/passive measures, 1985-19982

D Active . Passive

% of GDP

3.0 1

2.5 1

2.0

15

1.0

0.5

il

1985 1986 1987 1988 1989 1990 1991

1992 1993 1994 1995 1996 1997 1998

a) Not all OECD countries are included in the figures shown, and some missing data have been estimated by the Secretariat. See Annex 1.A for details.

Source : OECD database on Labour Market Programmes.

Chart 1.3 explores the relationship between LMP
expenditure and the unemployment rate. The first panel
shows the (unweighted) average for OECD countries.
Severa points emerge:

. Both passive and active spending rise and fall with
the unemployment rate. However, the slope of the
passive line is greater than that of the active line
— passive expenditure is more responsive than active
to changes in the unemployment rate. Thisisonly to
be expected. Active policies take some time to put
into place, while the payment of unemployment
benefits, the main component of passive pro-
grammes, does not. Moreover, benefits are usually
administered as open-ended entitlements and tend to
rise and fall automatically with unemployment.

. The relationship between passive spending and the
unemployment rate has shifted over time. For exam-
ple, at roughly the same level of the unemployment
rate, passive spending was higher in 1991 than
in 1987. However, by the end of the 1990s, again at
roughly the same unemployment rate, the proportion
of passive spending had fallen to just below the
level of 1987. The reasons for this may include a
tightening-up of the rules for eligibility in the more
recent period, a change in the composition of the
unemployed, a reduction of expenditure on early

retirement schemes and some transfer of expenditure
to active programmes (see below).

. For active programmes, the relationship between
spending and unemployment also appears to have
shifted over the recent business cycle. On average,
for OECD countries, active spending tended to rise
with the unemployment rate up to 1993, but it fell only
slightly when unemployment fell during the rest of
the 1990s. This is consistent with a continuing effort to
achieve structural reform after unemployment had
peaked [OECD (1996a)].

The remaining panelsin Chart 1.3 show the patterns
of change for a number of OECD country groupings; the
Nordic countries, Southern Europe,” Central and Western
Europe, North America and Oceania. The patterns for
these different areas show considerable differences. For
the Nordic countries, the proportion of spending on active
policies responds particularly strongly to arise in the
unemployment rates (presumably because active pro-
grammes are offered to arelatively high proportion of the
unemployed). In the southern European, and central and
western European countries the line for active spending
has shifted upwards noticeably. For North America, it can
be seen that spending on passive programmes was much
lower in 1998 than in 1989. Thisislinked to the fact that,
in 1996, Canada reformed its Employment Insurance sys-
tem while the United States introduced profiling of the
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Table 1.5. Spending on labour market programmes, 1985, 1989, 1993 and 1998

Total spending
(as % of GDP)

Active spending Active spending
(as % of GDP) (as % of total spending on LMPs)

1985 1989 1993 1998

1985 1989 1993 1998 1985 1989 1993 1998

Canada 2.49 2.07 2.60 1.49
Mexico .. 0.01 0.01 0.08
United States 0.79 0.62 0.79 0.42
North America®® 1.64 134 1.70 0.96
Japan 0.50 0.40 0.39 0.61
Korea .. . 0.06 0.64
Asia®? .. .. 0.22 0.62
Denmark 5.38 5.49 7.08 5.03
Finland 222 211 6.57 3.96
Norway 1.09 1.83 2.64 1.39
Sweden 2.97 217 5.73 3.92
Nordic countries>® 2.92 2.90 5.51 3.58
Greece 0.53 0.80 0.72 0.84
Italy .. .. 251 1.83
Portugal 0.69 0.72 1.74 1.60
Spain 3.14 3.18 3.83 2.25
Southern Europe®® 1.45 157 2.10 1.63
Czech Republic .. . 0.30 0.36
Hungary . . 2.76 1.01
Poland .. .. 2.45 1.00
Above countries®? . .. 1.84 0.79
Austria 1.20 1.20 1.74 1.71
Belgium 4.68 391 4.24 3.87
France 3.03 2.60 3.32 311
Germany 222 2.26 4.10 3.54
Ireland 5.04 4.17 4.64 3.44
Luxembourg 1.48 0.96 0.88 0.96
Netherlands 4.65 4.04 4.61 4.72
Switzerland 0.46 0.34 1.99 1.77
United Kingdom 2.86 153 215 0.98
Central and Western Europe®® 2.85 233 3.07 2.68
OECD Europe®? 2.60 2.33 3.50 2.69
Australia 1.72 1.04 251 1.48
New Zealand 1.54 2.66 2.40 221
Oceania® 1.63 1.85 2.46 1.84
EUaP 291 253 3.63 2.80
OECD?P 2.32 2.09 3.03 2.29

0.64 0.51 0.66 0.50 25.9 245 25.3 33.8

.. 0.01 0.01 0.07 .. 59.8 56.4 98.2
0.25 0.23 0.21 0.17 32.1 36.8 26.1 41.4
0.45 0.37 0.43 0.34 29.0 30.6 25.7 37.6

0.17 0.16 0.09 0.09 335 41.1 22.8 15.0
.. .. 0.06 0.46 .. . 100.0 717
0.07 0.27 .. .. 61.4 43.3

1.14 1.13 1.74 1.66 21.2 20.6 24.6 331
0.90 0.97 1.69 1.40 40.7 46.0 25.8 35.2
0.61 0.81 1.15 0.90 55.7 44.0 43.7 64.7
2.10 1.54 297 1.97 70.8 70.9 51.8 50.4
1.19 11 1.89 1.48 47.1 45.4 36.5 45.8

0.17 0.38 0.31 0.35 32.7 475 43.0 41.5

.. .. 1.36 112 .. . 54.2 61.1
0.33 0.48 0.84 0.78 47.3 66.9 48.2 48.6
0.33 0.85 0.50 0.70 105 26.9 131 30.4
0.28 0.57 0.55 0.73 30.2 47.1 34.7 40.2

0.16 0.13 .. .. 54.3 35.7
0.65 0.39 .. . 23.6 38.6
0.58 0.44 .. .. 23.6 44.4
0.47 0.32 .. .. 33.9 39.6

0.27 0.27 0.32 0.44 22.6 22.6 185 25.9
131 1.26 1.24 1.42 28.0 32.2 29.2 36.7
0.66 0.73 1.25 1.30 21.9 28.2 37.6 42.5
0.80 1.03 1.58 1.26 36.1 45.6 38.6 35.6
1.52 141 1.54 1.54 30.2 33.9 33.3 44.7
0.52 0.30 0.19 0.29 35.3 311 21.4 30.3
1.16 1.25 1.59 1.74 25.0 31.0 34.5 37.0
0.19 0.21 0.38 0.77 42.0 62.0 191 43.5
0.75 0.67 0.57 0.34 26.2 43.9 26.4 36.4
0.80 0.79 0.96 1.01 29.7 36.7 28.7 36.9

0.80 0.83 112 1.05 34.1 40.8 31.8 39.6

0.42 0.24 0.71 0.42 24.7 23.3 28.4 28.4
0.90 0.93 0.79 0.63 58.6 35.0 32.8 28.3
0.66 0.59 0.75 0.52 41.6 20.1 30.6 28.4

0.86 0.86 1.13 1.07 317 38.6 31.3 37.7
0.72 0.72 0.94 0.87 34.2 384 30.3 37.3

. Datanot available.

a) The averages are calculated including only those countries for which data are available for all of the years shown, and some missing data have been estimated by

the Secretariat. See Annex 1.A for details.
b) Unweighted averages.
Source: OECD database on Labour Market Programmes.

unemployed (and there were also indirect effects from the
reform of its welfare system) [see OECD (2001b)]. For
Oceania, the curve for active spending turns down sharply
after 1995, reflecting the considerable reduction in public
expenditure on active programmes in both Australia [see
OECD (2001a)] and New Zealand.

The answer to the question posed at the beginning of
this section, “Have OECD governments heeded the call to
put more emphasis on “active’ labour market programmes?”,
can thus be answered with a qualified “yes’. Between 1986
and 1998, two years of approximately equal unemployment
rates for the OECD as a whole, the proportion of LMP
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Chart 1.3. Active/passive spending and unemployment rates, 1985-19982
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Chart 1.3. Active/passive spending and unemployment rates, 1985-19982 (cont.)
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Chart 1.3. Active/passive spending and unemployment rates, 1985-19982 (cont.)
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a) The charts have been drawn on the same scale to facilitate comparisons. Not all OECD countries are included in the figures and regions shown, and
some missing data have been estimated by the Secretariat. See Annex 1.A for details.

Source : OECD database on Labour Market Programmes.
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spending alocated to active programmes rose in two-thirds
of the OECD countries and the OECD average also rose
very slightly, from 35.0% to 37.3%. There werefallsin
Finland, Japan, Luxembourg, New Zealand, Sweden and
Switzerland. However, Finland, Japan, Sweden and
Switzerland were among the few countries where unem-
ployment in 1998 was considerably higher than in 1986,
boosting the proportion of passive spending. In addition, it
must be noted that, in Australia, Ireland, the United
Kingdom and the United States, the proportion of active
spending in total LMP spending rose because of afal in
passive spending as a proportion of GDP, rather than
because of an increase in active spending.

As noted above, one of the reasons for the decline in
passive spending as a proportion of GDP is that the con-
tribution of early retirement schemes to the total of pas-
sive expenditure has tended to decline since the mid-
1980s. Data on spending on early retirement programmes
are available for only 10 countries since 1985: Australia,
Austria, Belgium, Denmark, Finland, France, Germany,
Italy, Luxembourg, and Sweden. If the period is restricted
to begin in 1992, data for Hungary, Ireland, Poland and
Portugal aso become available. As a proportion of GDP,
spending has fallen rather consistently since 1985. The
decline was from 0.5% in 1985 to 0.4% in 1992 (average

figures for the 10 countries) and from 0.4% in 1992 to
0.3% in 1998 (average for the 14 countries). Thisisin
line with concerns about the long-term costs of such pol-
icies, recent reforms in some countries (e.g. Denmark,
Finland, Germany and the Netherlands) and the move to
what has been called “active ageing” [OECD (1994,
1995, 2000a)].

C. How did the pattern of spending on active
measur es change?

Chart 1.4 shows remarkably little variation in pat-
terns of expenditure on average for OECD countries
between 1985 and 1998. The main changes are a slight
fall in the proportion of active expenditure allocated to
programmes for youth and the disabled (over a period
when the numbers of young people were falling and con-
ditions for receipt of disability benefits were being tight-
ened), and a slight increase in the proportion of
expenditure accounted for by employment subsidies.

Chart 1.5, however, brings out considerable differ-
ences across regional groupingsin 1998. Relative to other
regions, the Nordic countries devote a high percentage of
its active spending to training. A detailed examination of
the database shows that, as in other regions, the bulk of
thisis devoted to training for the unemployed and those at

Chart 1.4. Composition of active spending in the OECD area, 1985-1998
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Chart 1.5. Composition of active spending in OECD regions, 1998
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risk, rather than training for employed adults (though
Denmark is an exception here). Spending on measures in
the “youth” category has risen sharply to 39% of total
active spending, on average for the Southern Europe
countries (in 1998) compared to 6% in 1985. Expenditure
on employment subsidies now represents a particularly
large proportion of active expenditure in Japan and Korea,
aswell asin Central and Western Europe, after increases
over recent years. On average, just over half of this type
of expenditure is devoted to direct job creation, which
remains an important component of |abour market policy
in many countries. Some countries have developed more
individualised programmes, while others have incorpo-
rated skills-training [Brodsky (2000)]. For North
America, spending on programmes for youth and the dis-
abled, and on employment subsidies, all represent small
proportions of an already relatively small percentage of
GDP allocated to active programmes.

Chart 1.6 presents another viewpoint on the chang-
ing structure of expenditure, showing trends in the “par-
ticipant inflow” —the annual inflow of participants into
the various programmes. While active spending has risen
only slightly as a proportion of GDP, the participant
inflow has risen much faster: in 1998 over twice as many
people entered ALMPS as did in 1985, and around 50%

more than in 1992. This very likely reflects greater use of
“lighter” active measures, and reduced emphasis on
expensive programmes, such as long periods of training
[see OECD (1996b)].

D. New developmentsin policies and measuring
instruments

The large volume of expenditure on labour market
programmes has given rise to a number of concerns. Part
of the reason for the emphasis on active programmes has
been the perception that excessive reliance on passive
policies might lead to substantial numbers of the unem-
ployed gradually becoming detached from the labour
market. However, in addition, there has been growing
concern over the effectiveness of ALMPs themselves.
While the number of rigorous evaluations remains inade-
quate,'® those that have been undertaken suggest that
broadly-targeted programmes to tackle unemployment are
rarely effective in achieving their stated objectives for
programme participants. In addition, most measures
designed to help disadvantaged youth, whether training or
subsidies for job creation, appear to have had much less
success than hoped for [OECD (1996b); OECD (1999a);
Martin (2000)].
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Chart 1.6. OECD participant inflows into ALMPs, 1985-1998
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In response, many new ALMPs incorporate much
more careful targeting. For young people, thereis
renewed emphasis in many countries on achieving a
smooth transition from school to work as opposed to
broadly-based measures for school-leavers [OECD
(1999a) and OECD (2000b)]. Another trend is towards
greater co-ordination of labour market programmes with
each other, as well as with other economic and social
policies. For example, an emphasis on increased
co-ordination between active and passive programmes is
found in recent reforms in the Canadian Employment
Insurance system, the United States Welfare system, the
Korean welfare system (now called the “Productive
Welfare” system), and the Danish and Irish Unemploy-
ment Benefit systems; in the Swiss procedures for
“activation” of benefit recipients; in the United
Kingdom New Deal and in the French Plan d'aide au
retour & I’emploi (PARE). Finally, a number of coun-
tries have introduced innovative programmes, for
example the “Making Work Pay” policies seen in
Belgium, France, the United Kingdom and the United
States. These have elements of both social and employ-
ment policy, and are designed to support low-income

families while stimulating employment [OECD
(1999c); OECD (2000c, editorial)].

Although, as shown above, expenditure on the
Public Employment Service (PES) remains at a fairly
low proportion of total active spending in most coun-
tries, it isincreasingly seen as having a central role in
the execution and monitoring of labour market pro-
grammes. More intensive assi stance with job search has
been found to be a particularly cost-effective form of
active programme. It is inexpensive and evaluations
from several countries demonstrate positive effects
[Martin (2000)]. In addition, many countries are seeking
ways of encouraging job search by placing more rigor-
ous conditions on the receipt of benefits and monitoring
more intensively the job-search behaviour of benefit
recipients. The PES is thus seen as having an important
role in the co-ordination of active and passive measures.
A number of countries (e.g. France, Korea, the Nether-
lands, New Zealand, the United Kingdom and the United
States) have adopted “one-stop shops” and similar initi-
atives to direct job-seekers more quickly to the most
appropriate service [OECD (1999b); OECD (2001b)].!!
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Box 1.3. New measuring instruments for labour market programmes

The European Union Employment Strategy incorporates close monitoring of national labour market policy efforts. In
response, EUROSTAT has begun the construction of a new database on Labour Market Policies. This builds on the LMP
database of the OECD, adding more detailed information on the characteristics of labour market measures and on flows and
stocks of participants. Thanks to its multidimensional structure, it allows an examination of expenditure data both by type of
action and type of expenditure. It also provides data on participants both by type of policy action and by personal
characteristics. The database also contains qualitative information on programmes to allow cross-classifications of measures
according to a number of dimensions, such as the financing institution, the target group, the area of application, etc.

The methodology of the new EUROSTAT database has been developed in close co-operation with the OECD, which, in
turn, is now adapting its data collection framework to mesh with that of EUROSTAT. This will avoid unnecessary duplication
of data collection work within EU member states and will allow a more informative and coherent database to be established
across al OECD countries. However, the OECD database will remain the only source of historical data on labour market
programmes for OECD countries, and so particular care will be devoted to maintaining consistency with the existing series.

An important classification of the new database is by “type of action”, which replaces the present categorisation of
programmes. It comprises one base category: general Public Employment Services; and nine broad categories of labour market
programmes: 1) intensive counselling and job-search assistance; 2) training; 3) job rotation and job sharing; 4) employment
incentives; 5) integration of the disabled; 6) direct job creation; 7) start-up incentives; 8) out-of-work income maintenance and
support; and 9) early retirement. Another important classification, by “type of expenditure’, refers both to the ways in which
public funds are provided to target groups (e.g. periodic cash payments, goods and services, reduced social contributions, etc.)

aswell asto their direct recipients (i.e. participants in programmes, employers and service providers).

The trend towards a more active role for “passive”
policiesis aso tending to weaken the distinction between
active and passive measures that was one of the founda-
tions of the OECD database. The revised database, cur-
rently under development, is designed to accommodate
this trend, as well as to provide a basis for monitoring
expenditures on new types of policy (see Box 1.3).

Conclusions

In 1992, governments in OECD countries
announced their intention to transfer expenditure away
from “passive” programmes of unemployment benefit
payment and early retirement schemes towards “active”
programmes designed to help the unemployed back into
work. This section has shown that this intention was ful-
filled, but only to a small extent. Between 1986
and 1998, OECD unemployment rose first to record
post-war heights, and then fell back to its 1985 level.
Over the same period, the average proportion of GDP

devoted to active policies in OECD countries increased
a little while, for passive policies, it decreased. As a
result, the average proportion of labour market expendi-
ture on active programmes rose very slightly, from
35.0% in 1986 to 37.3% in 1998. However, this rise was
not seen in every country.

At the same time, experience with active labour
market programmes has shown the importance of more
careful design and much greater emphasis on rigorous
short- and long-term evaluation. Some relatively inexpen-
sive policies (notably assistance with and active encour-
agement of job-search) have been found to be among the
most cost-effective for substantial numbers of the unem-
ployed. Another widely accepted priority is to continue to
integrate active and passive labour market programmes
and to improve the delivery of “passive” unemployment
and welfare benefits, so as to encourage active participa
tion in the labour market. As a consequence, the distinc-
tion between “active’ and “passive’ programmes should
become less important in future.
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NOTES

. As esewhere in this chapter, economic growth “in 2000”
refers to estimates of the growth between mid-year 1999
and mid-year 2000.

. See for example The Economist (2001); Cordon (2001);
Dobbins (2000); Pisani-Ferry (2000); and Dunne (2000).

. The periods of growth are determined by the business cycle
peaks and troughs estimated by the OECD and the Eco-
nomic Cycle Research Institute, where possible. Unem-
ployment peaks and troughs were used in the absence of
such data for Finland, Luxembourg, the Netherlands and
New Zealand (where an intermediary peak and trough in
the 1980s has been ignored to create alonger series).

. Although the unemployment rates in France and Spain are
high relative to other OECD countries, their levels are com-
parable to those seen in the expansion periods of the 1980s.
For Spain, data between 1998Q2 and 1999Q4 have been
omitted due to a break in the vacancy data series. With
respect to Ireland, although the current level of vacancies
and unemployment cannot be compared to the previous
expansionary period, theincreasing levels of vacancies cou-
pled with signs of increasing wage pressure may indicate
the presence of labour market tightening and skilled-labour
shortages. For Germany, the curve between 1982 and 1991
refers to western Germany, and so cannot be directly
compared to the most recent expansionary period.

. There is dso a shift in the curves for Belgium and
Luxembourg. For Belgium, a major reason is likely to be
the success of the PES in increasing the proportion of job

10.

11.

vacancies notified to it, through the technological changes
mentioned in Box 1.1.

Communication from the French ministére de I'Emploi et
dela Solidarité.

Communication from the Norwegian Ministry of Labour
and Government Administration.

The emphasis in this section is on average expenditures
among OECD countries, rather than the average expendi-
ture for the OECD economy taken as a single unit. Thus all
averages quoted, both for expenditures and unemployment
rates, are unweighted, and differ from the weighted aver-
ages which may be found el sewhere. The unemployment
figures are taken, where possible, from the OECD Standar-
dised Unemployment Rates database, as these are more
suitable for comparisons, both over time and between coun-
tries, than national rates. See OECD Quarterly Labour
Force Statistics for an explanation of their construction.

The chart excludes Italy, for which data are available only
from 1992. However, for 1992 onwards, the inclusion of
Italy makes very little difference to the overall pattern.

However, there are also signs, in several countries, of
increased efforts to monitor programmes and eva uate their
results [see, for example, WZB (1997); OECD (1999c,
2000d)].

In Australia, alarge proportion of the placement function of
the PES has been contracted out to a variety of private and
community organisations [OECD (2001a)].
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Annex 1.A

Country groupingsand estimations

Tables 1.A.1 and 1.A.2 show the country groupings employed for the expenditure and participation data and indicate where
estimations were made.

Table1.A.1. Regional groupings: expenditure data

Grouping Countries Period covered ALMP forecasted/estimated values

OECD Australia, Austria, Belgium, Canada, 1985-1998 Denmark 1985; Ireland 1992-93,1997-98;
Denmark, Finland, France, Greece, Ireland, Japan 1985-86; L uxembourg 1998;
Japan, Luxembourg, Netherlands, New Portugal 1985, 1997-1998; United
Zealand, Norway, Portugal, Spain, Sweden, States 1985
Switzerland, United Kingdom and United
States

EU Austria, Belgium, Denmark, Finland, France, 1985-1998 Denmark 1985; Ireland 1992-93,1997-98;
Greece, Ireland, Luxembourg, Netherlands, Greece 1998; Luxembourg 1998;
Portugal, Spain, Sweden and United Portugal 1985, 1997-1998
Kingdom

North America Canada and United States 1985-1998  United States 1985

Asia Japan and Korea 1990-1998  Japan 1985-86

Nordic countries Denmark, Finland, Sweden and Norway 1985-1998 Denmark 1985

Southern Europe Greece, Spain and Portugal 1985-1998  Portugal 1985, 1997-1998

Eastern Europe Czech Republic, Hungary and Poland 1993-1998 Poland 1997-1998

Central and Western Europe Austria, Belgium, France, Ireland, 1985-1998  Ireland1992-93,1997-98;
Luxembourg, Netherlands, Switzerland and Luxembourg 1998
United Kingdom

Oceania Australia and New Zealand 1985-1998 -

— Not applicable.

Note: The unweighted averages shown in the tables and graphs cover only those countries for which data are available for al of the years shown.
Missing countries from OECD totals and other groupings: Czech Republic, Hungary, Italy, Korea, Mexico, and Poland (data start later); Germany (break in the
series); Slovak Republic (member since 2000); Iceland and Turkey (no data).

Table 1.A.2. Country groupings: participant inflows

Grouping Countries Period covered ALMP forecasted/estimated values

OECD 10 Australia, Canada, Denmark, Finland, 1985-1998  Australia 1998; Canada 1985, 1997-1998;
France, Netherlands, Portugal, Spain, Denmark 1985, 1988; Finland 1985;
Sweden and Switzerland Portugal 1997-1998; Sweden 1985-1986;

Switzerland 1996-1997

OECD 16 Australia, Canada, Czech Republic, 1992-98  Australia 1998; Canada 1985, 1997-1998;
Denmark, Finland, France, Greece, Hungary, Denmark 1985, 1988; Finland 1985;
Korea, Mexico, Netherlands, Portugal, Spain, Greece 1997-1998; Portugal 1997-1998;
Sweden, Switzerland and United Kingdom Sweden 1985-1986; Switzerland 1996-1997
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Chapter 2

WHEN MONEY ISTIGHT:
POVERTY DYNAMICSIN OECD COUNTRIES

Summary

Despite substantial economic growth in the OECD area during recent decades, a significant portion of the
population consists of individuals whose household income does not support living conditions considered adequate in
their country of residence. Individuals living under such conditions are typically labelled as being in poverty, even if
their physical subsistence needs can be met. Although the exact standards for assessing poverty vary from country to
country, reducing the incidence and persistence of poverty is agoal shared by all. Attainment of this goal is complicated
by the diversity of poverty experiences across individuals and countries. Many anayses of poverty focus on its level at
one or afew pointsin time. This approach provides useful information about the extent of poverty and how it differs
over time and across countries, but it typically says little about individual poverty experiences and therefore the best
approach to poverty reduction. Some individuals experience only a single, short spell of poverty, while others are caught
in a poverty trap. The shares of transitory versus persistent poverty may vary substantialy across countries, as may the
relationship of poverty persistence to personal, family, and social characteristics. The design of effective policies for
ameliorating poverty depends on a detailed understanding of these patterns and relationships.

This chapter is intended to aid in the development of national policies to reduce poverty by examining the patterns
and determinants of poverty incidence, transitions, and persistence — collectively referred to as “poverty dynamics.”
Although past work has investigated poverty dynamics across a number of OECD countries, the present work is distin-
guished by its inclusion of data for the larger number of European Union countries surveyed in the European Commu-
nity Household Panel. The empirical analysis is organised according to the length of the period for which poverty
persistence and transitions into and out of poverty can be followed, based on several available data sources. Short-run
poverty dynamics are investigated for twelve EU member states, Canada, and the United States, using three-year panels.
Longer-run poverty dynamics over a 6- to 8-year period also are analysed, albeit for asmaller number of countries (four)
for which the requisite longitudinal data could be accessed. The short and long-panel data are used for tabulations and
econometric analyses that describe the patterns of poverty dynamics and their relationships to key family and individual
characteristics. These characteristics include features of the economic and socia environment such as work attachment,
availability of earnings and other income sources, family structure, education, age, and the structure of government taxes
and transfers.

Among key findings, the analyses reveal the seeming paradox that poverty is simultaneously fluid and
characterised by long-term traps. The typical poverty spell is short and many short spells appear to represent transitory
setbacks for persons with adequate income over the longer term. However, the typical year spent in poverty is lived by
persons who experience multiple years of poverty and whose long-term incomes are below the poverty threshold on
average, even though their yearly income may periodically exceed the poverty threshold. In all countries, persistent
poverty is closely associated with the lack of workers in households and households with a single adult and children.
However, given the relatively small shares of such households in the population, much time spent in poverty is
nonetheless associated with working households or households characterised by more traditional forms of family
structure. Movements in and out of poverty are more frequently associated with changes in employment status rather
than changes in family structures, although the two are closely related. In EU member countries, but less so in the
United States, public taxes and transfers are closely related to poverty transitions and persistence. Compared to the
EU member states, poverty transitions in the United States and Canada appear more closely related to changes in family
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structure, and a greater share of total time spent in poverty in the United States is experienced by households with
substantial work attachment.

The strong relationship between employment status and poverty transitions and persistence is in line with the
general thrust of employment-oriented social policy. However, the high incidence of poverty among working households
indicates the need for policies that improve employment retention and enhance movement up job ladders for individuals
in households that exit poverty, in addition to policies emphasising job placement. The empirical analyses aso confirm
the finding of earlier studies that a more extensive welfare state reduces poverty in asingle year, but extend that finding
with evidence that these types of public transfers also tend to reduce poverty persistence. When these transfer payments

take the form of in-work benefits, they can also reinforce incentives for increased employment.

I ntroduction

Tackling the problems of poverty and social
exclusion is a high priority for OECD countries.
Among the complexities that policy makers must con-
front are the widely varying experiences of individuals
and the families to which they belong. Analysis of pov-
erty typically focuses on the poverty population at one
or a few points in time. Although useful for tracking
the broad evolution of poverty over time, such figures
obscure large differences across individuals in their
economic histories and prospects, the diversity of paths
into and out of poverty that they might face, and the
resulting differences across individuals in the length of
time spent in poverty. For some, poverty is transitory.
Other individuals, however, are in a poverty trap,
implying a low standard of living and an elevated risk
of social exclusion over a prolonged period.

Public policies assuring minimum consumption
levels and reintegration into the economic mainstream
may be desirable for all those in poverty, whether their
expected stay is short or long. However, to be effective,
policies aimed at combating poverty must be based on a
clear understanding of individual poverty experiences.
This includes accurately characterising spells of poverty
in terms of their typical duration, understanding the eco-
nomic needs and prospects of individuals at risk of pov-
erty and also understanding their likely response to
assistance. To that end, this chapter analyses the
“dynamics’ of poverty, including the duration of poverty
spells and the frequency and types of movements into
and out of poverty. This analysis is intended to provide
more comprehensive comparisons of the incidence,
intensity and persistence of income poverty across dif-
ferent OECD countries. Differences in poverty experi-
ences across population groups within individual
countries are also analysed. Finally, the determinants of
these patterns are explored, especially in so far as they
can inform the assessment of alternate policy strategies
for combating poverty.

The empirical analysis is organised according to the
length of the period for which poverty persistence and
transitions into and out of poverty can be followed.
Section | sets the stage for the empirical analysis that
follows, defining the key issues to be addressed and
describing the definitions and data sources used to mea-
sure income poverty and its dynamics. Section |1 analyses
poverty dynamics over a three-year period, the longest
time period for which longitudinal data are available for a
sizeable number of OECD countries. Even over this short
period, a dynamic view of poverty offers important new
insights. Longer-run poverty dynamics are analysed in
Section |11, albeit for a smaller number of countries for
which the requisite longitudinal data could be accessed.
This analysis sheds further light on the extent and causes
of long-lasting poverty, as well as the factors facilitating
— or impeding — durable escapes from poverty.

Main findings
The chapter’s main findings are:

. The analysis of poverty dynamics suggests an over-
all paradox: poverty is simultaneously fluid and
characterised by long-term traps. Most poverty
spells are short and many short spells appear to rep-
resent transitory set-backs for persons with adequate
income over the longer-term. However, the typical
year spent in poverty is lived by persons who expe-
rience multiple years of poverty and whose long-
term incomes are less than one-half the national
median value. Repeat spells help to explain this
apparent paradox, since most individuals who exit
poverty in agiven year will re-enter it within a short
time frame. While relatively few persons are contin-
uously poor for an extended period of time, most
individuals with poverty experience in a given year
receive a multi-year income stream that does not lift
them above poverty-level income standards on
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average. Accounting for these patterns noticeably
increases the measured persistence of poverty.

The two faces of poverty are evident in al of the
countries analysed, but their relative importance
varies. In general, countries with higher poverty
rates, as conventionally measured (i.e. with respect
to annual incomes), are also characterised by greater
poverty persistence. This means that a longer-run
view of poverty tends to accentuate, rather than
mute, international differences in poverty. In the
three-year panels, 44% of the annual-income poor in
Denmark (the lowest poverty rate country) aso had
three-year average income below the poverty line as
compared with 89% in the United States (the high-
est poverty rate country). In the longer panels, the
persistence of poverty and its concentration within
the population is greatest for the United States.
Canada, the United Kingdom and Germany exhibit
lower persistence and concentration than the United
States, although persistence and concentration are
quite high in Germany when poverty measurement
is based on income received prior to government
taxes and transfers.

The main patterns of poverty incidence and persis-
tence are robust to the use of alternative poverty
scales based on different adjustments for family size
and poverty thresholds. Adopting a higher poverty
threshold increases poverty incidence and persis-
tence, but cross-country comparisons are little
affected by the use of alternative relative poverty
scales. Adoption of an absolute poverty standard
would substantially alter cross-country compari-
sons, to the advantage of countries with high aver-
age incomes, but it is questionable whether such an
approach can be meaningfully implemented using
the datasets analysed in this chapter.

The profile of households at above-average risk of
experiencing poverty is qualitatively similar in all
countries, with the risk being elevated for house-
holds in which the head is female, young, a single
parent or has not finished upper secondary school-
ing, as well as for households in which no adult is
employed. Moreover, in most of the countries analy-
sed, children face higher risks of poverty than
adults. The concentration of poverty on the most
vulnerable groups tends to rise with the persistence
of poverty. Since the high-risk groups often repre-
sent only a small share of the total population,
lower-risk household types (e.g. those with a male
head or one or more workers) can nonetheless
account for amajority of all personsin poverty.

Many of the working-age households poor in a
given year contain no employed adults, but the over-
lap between employment and poverty is consider-
ably increased when intermittent work over a multi-
year period is considered. This suggests that low-
paying and precarious jobs better characterise the
experience of many poor households than persistent
exclusion from the labour market.

Transitions in and out of poverty are often coinci-
dent with job-related changes, such as changes in
the number of workersin a household or the number
of months worked during the year. Changes in fam-
ily structure are less frequently coincident with
these transitions. However, poverty entries associ-
ated with a decrease in the number of workers fre-
quently are due to a worker leaving the household,
rather than a continuing household member losing a
job (loss of a worker happens approximately one-
third of the time in EU member countries and nearly
two-thirds of the time in the United States). In
EU member countries, but not the United States,
changes in public transfer income play an important
rolein causing poverty transitions.

Regression anayses that control for household and
individual characteristics confirm the importance of
employment-related and demographic characteris-
tics for poverty transitions and persistence. Regres-
sions using the long-run panels reveal that
individuals most prone to poverty based on measur-
able characteristics will spend more than half of a
given 6-8 year period in poverty. Despite the impor-
tance of household and individual characteristics for
determining relative poverty risks within a country,
the regression analyses for the short-run panels
reveal substantial variation in poverty dynamics
across countries, which are little affected by control-
ling for international variation in the distribution of
these poverty-related characteristics.

Simple cross-country correlation analysis suggests
that a more extensive welfare state, as well as
directing a higher share of social spending to low-
income households, contributes to decreased pov-
erty persistence, in addition to the well-established
effectiveness of these programmes at |lowering
cross-sectional poverty. Thereis aso some evidence
that a higher share of low-paid employment in total
employment may increase poverty persistence,
while higher union density may decrease it. Interna
tional differencesin employment and unemploy-
ment rates do not appear to play much of arolein
explaining differences in poverty persistence.
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. Among the four countries for which requisite data are
available, the tax and transfer system reduces poverty
the most in Germany, followed by Canada, the
United Kingdom and the United States. This reduc-
tion is most pronounced among the retirement-age
population in each country. In the United States, gov-
ernment taxes and transfers have virtually no effect
on poverty rates among individuals in working-age
households, when evaluated using the chapter’s base-
case definition of poverty asincome less than half the
national median value. However, the anti-poverty
effectiveness of these fiscal policies would be greater
if it were evaluated using a lower poverty standard,
such asthe official US poverty line.

. Overview of the issues and empirical
approach

A. Issuesto be addressed

This chapter builds upon several recent OECD stud-
ies of income inequality and poverty, which are part of the
broad upsurge of research on these topics motivated by
concerns that economic inequality is rising. The available
evidence shows that income inequality has increased
recently in many OECD countries, with rising employ-
ment polarisation and increased earnings dispersion
accounting for an important part of this trend [Forster
(2000); Gregg and Wadsworth (1996); Nolan and Hughes
(1997)]. But national experiences are by no means uni-
form, and differences in the distribution of employment
and earnings also play an important role in explaining
international differences in overal income inequality and
the incidence of poverty in cross-sectional data [Oxley
et al. (1999); Smeeding, Rainwater and Burtless (2000)].

While most studies continue to rely on cross-
sectional data or longitudinal data for a single country,
Duncan et al. (1993, 1995) and Oxley et al. (2000) under-
took internationally comparative analysis of poverty
dynamics using longitudinal micro data. These authors
identify large, year-to-year movements into and out of
poverty for the six to eight relatively wealthy countriesin
their samples. This turnover implies that cross-sectional
poverty rates can be misleading, understating the share of
the population experiencing poverty at least once over a
multi-year period and overgtating the share of the population
that is persistently poor.

The empirical analysisin Sections |l and 111 below
examines poverty dynamics for a larger number of coun-
tries than is analysed by Duncan et al. (1993, 1995) and
Oxley et al. (2000) and looks at several issues in greater
depth. Particular attention is devoted to analysing the

links between labour markets and poverty dynamics,
because the deterioration in earnings and job security for
certain groups of workers (e.g. those with low educational
attainment) appears to have contributed to arise in the
number of the “working poor” in some OECD countries
[Keese et al. (1998); Nolan and Marx (1999); Mishel,
Bernstein and Schmitt (2001)]. A second motivation for
analysing these links is the increased emphasis that
OECD governments are placing on “employment-
oriented social policy”, that is, programmes supporting
increased employment as a core strategy for reducing
poverty and socia exclusion [OECD (2000)].

Focusing too exclusively on employment-related
events and short-run poverty dynamics, however, could
obscure the persistent nature of poverty for key popula-
tion groups. In their seminal work on this topic using
American data, Bane and Ellwood (1986) found that most
poor individuals at a point in time are in the midst of a
long spell of poverty, and that certain family structures
(such as single motherhood) greatly increase the risk of
persistent poverty. Moreover, upon exiting poverty, an
individual’s income may exceed the poverty threshold by
only a small amount, and for only a short period of time.
Accordingly, the analyses in this chapter emphasise the
persistence and cumulative impact of poverty, in addition
to its dynamics.

The ultimate purpose of the chapter is to inform
debate concerning the nature, causes and remedies for
income poverty in OECD countries. Key questions
include whether the burden of poverty is borne relatively
equally across the population or concentrated among
small subgroups. If individual poverty experiences largely
reflect transitory income variation associated with
employment instability, then policies such as unemploy-
ment benefits, job placement services and macroeco-
nomic policy may be the best remedy. On the other hand,
to the extent that poverty is concentrated among groups
that face enduring obstacles to employment — such as
workers lacking basic skills or single mothers with
children — policies such as “ second-chance” adult educa-
tion and subsidised child-care may be more effective.
Accordingly, the impacts of employment experience and
family structure on poverty dynamics are analysed in
detail. Finally, the persistence of poverty may depend in
part on the structure of tax and transfer policies, with the
possibility of dependence on transfers being a key con-
cern [Gallie and Paugam (2000); Lindbeck (1995a, b)].
Thus, a final set of questions centres on how tax and
transfer policies affect the incidence and dynamics of
poverty. In order to address these issues, three-year panel
data have been assembled for fourteen countries, along
with longer panels for a smaller number of countries.
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B. Measuring poverty and its dynamics

The unit of analysis adopted is the individual, but
each individual’s poverty status is assessed in terms of the
adequacy of the total income available to the household of
which he or sheis amember.! The primary income variable
used in the analysis is annual, disposable (i.e. after direct
taxes and public transfers) money income. In order to
adjust for family size, annual disposable incomeis divided
by the modified OECD equivalence scale.? The resulting
“equivalent” income measure is an estimate of potential
consumption for each individual in a household® and indi-
viduals are defined as being in poverty if their equivaent
disposable income falls below 50% of the median of the

distribution of equivalent disposable income in a country.
(See Box 2.1 for adiscussion of the interpretation of rela-
tive poverty measures, such as that adopted here, and how
they differ from absolute poverty measures.)

The equivalence scale and poverty threshold
adopted here are to some extent arbitrary. However, these
choices — or minor variations of them — are common in
the research literature [e.g. CBS (2000); Layte et al.
(2000a); Oxley et al. (2000)] and they facilitate compari-
son of theresultsin Sections |1 and |11 with those reported
in previous studies. Given variation across countries in
family sizes and the density of the income distribution
around the poverty threshold of 50% of median income,

Box 2.1. Relative versus absolute poverty measures

A key choice in defining poverty is specifying the income threshold below which persons are classified as being poor. This
chapter uses a relative poverty threshold, which is set at an income value equal to half the national median value. In other
words, individuals are included in the poverty population if their available income is substantially lower than that of a typical
person in their country of residence. The main alternative is to set the poverty threshold at the minimum income required to
afford an adeguate absolute standard of living. Absolute poverty standards are commonly used in the context of developing
countries. For example, the World Bank uses the concept “extreme poverty”, which is defined as having an income below
1 USD per day, a threshold thought to approximate the minimum resources required for physical survival.” Some OECD
countries also use absolute poverty measures (e.g. the official US poverty lin€). Others have adopted a relative definition, such
as 60% of average income, the standard used by Eurostat and some EU member states.

The chapter’s analysis of poverty dynamics is affected by the choice to use a relative, rather than absolute, poverty measure.
International comparisons of poverty are very sensitive to this choice when national average income values differ. Moving to an
absolute poverty measure would reduce poverty in higher income countries relative to that in lower income countries. Since
poverty persistence is positively correlated with the level of annual poverty, an absolute measure would also reduce poverty
persistence in higher income countries relative to that in lower income countries.

At apractical level, it does not appear that an absol ute poverty measure can be implemented reliably with the datasets used
in this chapter. The major difficulty is that income levels are much less comparabl e across countries than are relative incomes
within a single country [Eurostat (2000b)]. For example, income underreporting in the European Community Household Panel
(ECHP) appears to differ between countries. If PPP prices are used to convert an absolute poverty threshold into different
national currencies, poverty estimates are inflated in countries with greater underreporting. (Tabulations not reported suggest
that thisis a severe problem for severa ECHP countries.) A second difficulty is that the cash income concept available in these
datasets is not well suited for comparison of absolute living standards, because it does not account for international differences
in the provision of non-market benefits, such as public health care, housing or education. For these and related reasons
(e.g. limitations to using PPP prices to compare living standards), internationally comparative research on poverty in developed
countries almost always adopts a relative measure of poverty.

There are a so theoreticd justifications for using a relative measure of poverty when analysing the dynamics of low income
and social exclusion in developed countries. In order to participate fully in the socid life of a community, individuals may need a
level of resourcesthat is not too inferior to the norm in that community. For example, the clothing budget that allows a child not to
feel ashamed of his school attire is much more closely related to national living standards than to the strict requirements for
physical survival. Also, relative income poverty — particularly if persistent — is associated with elevated risks of deprivation
(e.g. inadequate diet and housing) and self-assessed economic stress (e.g. having troubles making ends meet or being behind on
making payments) [Layte et al. (2000b); Whelan et al. (1999)]. Finally, from a normative perspective, it may be considered unfair
for members of a community to benefit unequally from a general increase in prosperity. Such relative comparisons raise complex
socia and normative issues, but the associated relative poverty measures provide a useful construct for assessing economic
performance. However, when making international comparisons of poverty and its dynamics, it must be borne in mind that the
same relative poverty threshold (e.g. half median income) may correspond to different absolute standards of living.

*  Thefirst of seven international development goals adopted by the United Nations was to halve the share of people living in extreme poverty
between 1990 and 2015 [World Bank (2001)].

© OECD 2001



42 — OECD Employment Outlook

the cross-country comparisons and poverty dynamics may
be sensitive to the measures used. However, past research
suggests that most qualitative comparisons will not be
greatly affected [Forster (2000); Oxley et al. (1999)]. This
issue is investigated in Annex 2.B by applying aternative
equivalence scales and poverty thresholds to assess the
robustness of the main analysis results. Most of the qual-
itative results discussed in the text are quite robust across
these variations.

Because this chapter focuses on poverty dynamics,
it is especially important to define measures of poverty
that account for poverty transitions and persistence. Two
basic types of measures are used in the empirica analyses
in Sections Il and I11. Consistent with past work, various
measures of the number of years individuals remain poor,
as well as the rates at which they enter and exit poverty,
are examined. These standard measures are supplemented
by a different, relatively new concept that accounts for
income streams over longer periods than a single year.
This measure, referred to below as “ permanent-income
poverty”, is defined by averaging income levels over mul-
tiple years and comparing average income with the aver-
age poverty threshold over the same period. Individuals
whose average income falls below the average poverty
threshold are identified as “permanent-income poor”,
implying that their income stream over periods longer
than ayear (up to 8 yearsin Section I11) isinsufficient to
maintain an adequate living standard. This measure is
motivated by the permanent-income hypothesis, accord-
ing to which living standards are more closely related to
“permanent-income” (i.e. income “smoothed” over arel-
atively long period) than to income in a single year.* For
example, the income of some individuals exiting poverty
in any given year may exceed the poverty threshold by
only a small amount and for only a short period of time.’
For such an individual, if the time spent in poverty isat an
income level substantially below the poverty threshold,
the short period spent above the poverty threshold may
not indicate the attainment of alevel of purchasing power
that enables a sustained escape from poverty. In
Sections || and I11, this measure of long-term poverty is
combined with standard measures of poverty transitions
and persistence to provide a fuller analysis of the burden
of income poverty than can be achieved through use of
the annua poverty rate alone.

C. Data sources

In order to analyse these issues, longitudinal
(“panel”) data are required that allow the equivalent
household incomes of a representative sample of persons
to be followed over a multi-year period. Information
about the labour market status of all household members

isaso required, if the link between poverty dynamics and
employment and earnings is to be studied. Until recently,
longitudinal data sufficient for studying these issues have
been available for only afew OECD countries.®

Longitudinal data suitable for the anaysis of poverty
dynamics have recently become available for alarger and
more diverse group of OECD countries. The analysisin
Sections |1 and 111 is based on data from two major sources:

. The European Community Household Panel
(ECHP) provides three waves of data (reporting
incomes for the years 1993-1995) for twelve of the
fifteen EU member countries [Eurostat (1997,
2000a)].” The ECHP represents an advance in the
harmonisation and comparability of panel data from
different countries, because the participating country
surveys were developed with reference to a common
set of technical specifications.

. A research group at Cornell University has assem-
bled panel data for four countries, harmonised them
and made them available to researchers. Their
Cross-National Equivalent Files (CNEF) provide
panel data for Canada, Germany, the United
Kingdom and the United States [Burkhauser et al.
(2000)].%2 Two noteworthy features of the CNEF
data are i) they contain more waves of data
(6-19 years) than the panel available from the ECHP
and ii) they provide reliable estimates of household
income prior to direct taxes and public transfers
(i.e. “ market income”), as well as of disposable
income after accounting for taxes and transfers.

A key advantage of the ECHP data is its broad
country coverage which —in conjunction with other data
sources — enables comparative analyses of short-run pov-
erty dynamics across a broader and more diverse group of
OECD countries. In addition to the ECHP data, three-year
extracts from the longer CNEF panels for Canada and the
United States are used in the analysis of shorter-run pov-
erty dynamics, further increasing the diversity of the
country sample.

A key shortcoming of the national panels from the
ECHP is the limited number of waves. A second short-
coming is that they do not provide areliable pre-fiscal
income measure. The CNEF data are, thus, extremely
valuable for providing long panels that enable more com-
prehensive and detailed analyses of poverty dynamics,
both for pre- and post-fiscal income. In addition to
enabling poverty dynamics to be analysed over longer
periods, these data enable comparisons of the effects of
national tax and transfer systems by providing the appro-
priate income variables defined identically. The analysis
of longer-run poverty dynamicsin Section |11 accordingly
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compares results using two income variables for each
country: equivalent disposable income (“post-fisc”),

defined as income after accounting for household size,
direct taxes paid and public transfers received (i.e. the
income variable used to study short-run dynamicsin
Section I1); and equivalent market income (“pre-fisc”),
which is income after accounting for household size, but
prior to taxes and transfers. The poverty threshold for
both income variables is set at 50% of the median of the
distribution of equivalent disposable (post-fisc) income,
since the distribution of post-fisc income better reflects
prevailing consumption patterns.

International comparisons of income distribution
using cross-sectional data raise many difficulties of com-
parability that have been analysed in detail [Atkinson
et al. (1995); The Canberra Group (2001)]. Making such
comparisons using data from different longitudinal sur-
veys raises addition difficulties that have yet to be studied
nearly as extensively. Five potentially important difficul-
ties, which need to be borne in mind when interpreting the
empirical resultsin Sections |l and 111, are:

. Panel data are subject to attrition which may result
in nonrepresentative samples and, hence, biased
estimates. Attrition bias may be particularly acute
for the ECHP, since attrition rates are quite high for
some of the participating countries (the largest
example being 25% attrition between waves 1 and 2
for the United Kingdom) and the poverty population
appears to drop out of the sample at a disproportion-
ate rate in most of these countries. External valida-
tion checks are somewhat reassuring concerning the
size of resulting biases in cross-sectional estimates
of poverty incidence in waves 2 and 3 [CBS (2000);
Eurostat (2000b)], but attrition bias appears more
severe for estimates based on samples of individuals
present in all three waves of ECHP (see
Annex 2.A.). Accordingly, single-year poverty mea-
sures in this chapter generally are estimated using
independent, cross-sectional samples, while the
multi-year measures of poverty dynamics are neces-
sarily estimated using multi-wave samples. Esti-
mates based on the conditional distributions of spell
lengths and rates of poverty entry and exit may not
be as strongly affected by attrition bias as are
unconditional “headcounts” of the number of per-
sons who are poor.” Unfortunately, it is not possible
to verify that thisis indeed the case.

. Although extensive efforts have been made to har-
monise the data across countries, differences
remain since the underlying survey instruments
and data collection protocols differ. The problem
of incomplete harmonisation is probably worse for

comparisons between countries across different
data sources (e.g. between CNEF-based estimates
for Canada and ECHP-based estimates for Italy)
than for comparisons between countries from any
single data source (e.g. comparisons between
ECHP-based estimates for Germany and Portugal).
However, there appears to be significant interna-
tional differences in the extent to which household
incomes are underreported in the ECHP.!°

. Reporting errors in the income variables may cre-
ate spurious transitions into and out of poverty. It
is difficult to assess the extent to which measure-
ment error causes poverty persistence to be mises-
timated. However, the effect is likely to be smaller
for measures based on estimates of permanent-
income than for those based on year-to-year
changes in poverty status.

. The time periods used to study poverty dynamicsin
the different countries are not fully comparable. The
most important instance of non comparable time
periods is that poverty dynamics for the United
States are studied for an earlier period (i.e. the mid-
1980s-1992) than that studied for the other countries,
due to data consistency problemsin the American
data for more recent years.!! Although the periods
chosen are those for which business cycle condi-
tions in the United States approximated those in the
other countries studied, this difference means that
the results do not reflect the impact on American
poverty dynamics of recent reformsin welfare pro-
grammes and more generous in-work benefits
(i.e. expansion of the Earned Income Tax Credit).
On the other hand, the PSID data for income years
after 1992 show greater poverty incidence and per-
sistence in the United States, so that the use of these
data would reinforce the comparative results for the
United States. Exclusion of these data can be
regarded as representing a somewhat conservative
approach to the assessment of American poverty.

. The data sources and methods used here mean that
certain facets of poverty dynamics are not examined.
Very short poverty spells are missed, since poverty is
analysed at annual frequencies, and poverty among
the homeless and institutionalised populations is not
cons dered.

II. Poverty dynamics over three years

This section focuses on short-run poverty dynam-
icsin twelve EU member states, Canada and the United
States. The estimates of poverty dynamics reported
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here are based on a three-year observation window
(1993-1995 for most of the countries). Use of such a
short period implies several important caveats for the
analysis results. First, the multi-year statistics reported
may be subject to attrition bias since they are calcu-
lated from samples consisting of persons interviewed
in three consecutive waves of the corresponding panel
dataset. Second, the poverty dynamics observed over
the three-year periods analysed here may not generalise
to other three-year periods, when business-cycle condi-
tions differ.!? A final caveat concerns the truncation of
poverty spells. Total completed spell lengths cannot be
observed for persons poor in either the first or third
years of the panel, since these spells may extend
beyond the frames of the observation window. As a
result, the analysis here is better understood as pertain-
ing to the experience of poverty over a fixed, three-
year period, rather than as a full analysis of poverty
spell dynamics. The analysis of longer panelsin
Section |11 provides a richer picture of poverty dynam-
ics over alonger period, including the preval ence of
repeat spells.

A. Poverty incidence over three years

Cross-sectional poverty rates: the baseline

Chart 2.1 displays poverty rates based on annual
income data. For the EU member states, these “head-
count” rates range from alow of 4.7% of the population
in Denmark to a high of 15.3% in Portugal (values
reported in Table 2.1). The United Statesis just above the
higher end of the range, at 16%, while Canada and the
larger EU member states (France, Germany, Italy and the
United Kingdom) are in between the extremes.

The standard “headcount” measure of poverty can
be supplemented by modified poverty measures, based on
the work of Sen (1976), which incorporate information on
the intensity of poverty at a point in time. Accordingly,
two additional poverty measures are reported in Chart 2.1,
namely a “partial Sen index” that multiplies the head-
count by the average percentage gap between the incomes
of individualsin poverty and the poverty threshold, and the
full Senindex, which also incorporates the Gini coefficient
for the incomes of the poor.!* The latter two indices are

Chart 2.1. Alternative single-year poverty measures,? average values for 1993-1995
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ECHP: European Community Household Panel.
Note: Countries are ranked from left to right by increasing poverty rates.
a) See text for the definition of the three poverty measures.
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b) Normalized so that the value for all countries is equal to the headcount for all countries.

c) Data refer to 1987-1989.

d) Calculated as population-weighted averages of the national figures for all ECHP countries.
Sources: ECHP, waves 1994, 1995 and 1996 for EU countries; SLID for Canada; PSID for the United States.
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Annual poverty rate®

Table2.1. Alternative poverty rates, 1993-1995

Permanent-income

Poor at least once Always poor®

d
Number of observations® poverty®
Percentages

Belgium 7515 9.8 16.0 2.8 (0.17) 5.2 (0.32)
Denmark 5710 47 9.1 0.8 (0.08) 1.8 (0.20)
France 15470 9.6 16.6 3.0 (0.18) 6.6 (0.40)
Germany 10748 121 19.2 4.3 (0.22) 8.1 (0.42)
Greece 13114 145 25.1 6.5 (0.26) 12.2 (0.49)
Ireland 10187 8.2 15.3 1.3 (0.08) 5.3 (0.35)
Italy 18 372 135 215 5.6 (0.26) 10.4 (0.48)
Luxembourg 2 467 7.8 12.7 2.2 (0.17) 5.1 (0.40)
Netherlands 10 942 7.8 12.9 1.6 (0.12) 45 (0.35)
Portugal 12 832 15.3 24.2 7.8 (0.32) 13.4 (0.56)
Spain 17 538 12.0 21.3 3.7 (0.17) 8.7 (0.41)
United Kingdom 8713 121 19.5 2.4 (0.12) 6.5 (0.34)
ECHP average® 133 608 11.7 19.2 3.8 (0.20) 7.9 (0.41)
Canada 32687 10.9 18.1 5.1 (0.28) 8.9 (0.49)
United States’ 7 325 16.0 235 9.5 (0.40) 14.5 (0.62)

ECHP: European Community Household Panel.

a) Number of persons present in all three waves of the panel data. The larger number of observations availablein the three separate cross-sectional samples was used to

calculate annual poverty rates.

b) The poverty rate is the number of individuals having equivalent household disposableincome below 50% of the median equivalent household disposable income. Thisis

ca culated separately for years 1993-1995 and then averaged.

c) Figuresin brackets show the ratio of the number of personswith the indicated poverty status to the number of persons ever poor.
d) Percentage of the sample for whom average (equivalent) income over the three years falls below the poverty line over this period, i.e. the sum of equivalent income
across the three years isless than the sum of the poverty threshold income across the three years.

e) Calculated as population-weighted averages of the figures for all ECHP countries.

f) Datarefer to 1987-1989.

Source:  ECHP, waves 1994, 1995 and 1996 for EU countries; SLID for Canada; PSID for the United States.

normalised so that their value equals the value of the
headcount for the full-pooled (all-country) sample.!*
Broad cross-country comparisons are not much affected
by moving to the more comprehensive indices, which
take account of poverty intensity, but there is a tendency
for average intensity to be higher in countries with a
higher headcount poverty rate (correlation of 0.65).
Accordingly, incorporating information on the poverty
income gap into the poverty index tends to accentuate
international differences in the estimated severity of pov-
erty (the cross-country variance for the partial Sen index
is 1.7 times larger than that for the headcount rate).

Multi-year measures of poverty incidence

Table 2.1 juxtaposes the annual headcount poverty
rate with two alternative rates incorporating basic infor-
mation on the dynamics of poverty over a three-year
period. The ECHP sample average poverty rate'® of
approximately 12% reflects the fact that nearly 20% of
the sample experienced poverty at least once
during 1993-1995. However, only about 4% of the pop-
ulation in the EU member states, or about one-fifth of
those who experience poverty at least once, are in poverty
for all three years.

The “always-poor” group is much smaller than the
“ever-poor” group in all countries, indicating that many
poverty spells are short (Chart 2.2). However, the relative
size of these groups varies due to international differences
in the persistence of poverty. The ratio of the “always-
poor” rate to the “ever-poor” rate ranges from under 10%
in Denmark and the Netherlands to 32% in Portugal and
40% in the United States (Table 2.1). The general pattern
is for spells to be more persistent in countries with higher
annual poverty rates, so that international rankings are
much the same across the three measures, but (propor-
tional) differences are substantially greater for the share
of the population poor in all three years. Finally, cross-
country comparisons of poverty incidence and persistence
are substantially different for the retirement-age popula-
tion (i.e. those living in household with a head aged
65 years or older) than for the working-age population
(Chart 2.2, Panels B and C). These differences reflect
changes in the relative importance of different income
sources (e.g. earnings and pensions) over the life course,
but the net effect can be either to increase or lower pov-
erty incidence and persistence, depending on national cir-
cumstances. In addition to breakdowns by age of the
household head, breakdowns by age of the individual also
are of interest. Probably the most important group in this
regard is children, as discussed in Box 2.2.
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Chart 2.2. Alternative multi-year poverty rates, 1993-1995%
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Note: Countries are ranked from left to right by increasing annual poverty rates for the total population, as reported in Table 2.1.
a) Poverty rates are calculated using the sample of persons present in all three waves.

b) Data refer to 1987-1989.

¢) Head of household 15 to 64 years of age.

d) Head of household 65 years or older.

Sources: ECHP, waves 1994, 1995 and 1996 for EU countries; SLID for Canada; PSID for the United States.
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Box 2.2. Child poverty

Among broad population groups whose poverty experience can be examined separately, perhaps the most important is
children. As noted by Bradbury et al. (2000), separate concern about child poverty is based on several straightforward
considerations. Children represent a country’s future, which suggests an economic basis for investment in their well-being.
Moreover, children’s vulnerability and inability to respond to market incentives argue strongly in favour of collective action and
direct transfers to maintain their living standards.

Although cross-country variation in child poverty rates has been atopic of study for sometime, it is only recently that cross-
country comparisons of the dynamics of child poverty have begun to appear. The key early contribution was Duncan et al. (1993),
which focused on families with children using data from the mid-1980s for eight countries. More recently, the various
contributionsin Bradbury et al. (2001), analyse data on child poverty in avariety of countries, from a comparative perspective.

The data used here also enable separate analyses of child poverty. Although a complete analysis is not within the scope of
this chapter, the large country sample available here can be exploited to provide highly informative basic tabulations regarding
child poverty dynamics. These tabulations are provided in the accompanying chart, which compares child poverty with adult
poverty, using the four key poverty measures from Table 2.1. The first panel compares annual poverty rates between the child
and adult populations, in each of the 14 countriesincluded in the analysis of short-run poverty dynamics. The subsequent panels
display analogous comparisons for three measures of poverty dynamics over three years: “poor at least once”, “ permanent-
income poor”, and “always poor”.

Child versus adult poverty over three years?

Annual poverty rate Poor at least once
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a) Children are persons aged 17 and younger in the first wave (each wave for the annual poverty rate).
Sources and definitions: See Table 2.1.
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Box 2.2.

Child poverty (cont.)

Points lying above the 45-degree diagonal line indicate a child poverty rate that exceeds the adult rate. The child poverty rate
exceeds the adult rate in nearly all cases. Moreover, the excess poverty risk faced by children appears to increase with a country’s
adult or overall poverty rate: the vertical distance above the diagonal line is greater for countries with higher adult poverty rates.
On the other hand, the excess poverty risk faced by children does not appear to be more pronounced for the more persistent forms
of poverty (permanent-income poverty and always-poor status). In other words, it would appear that, once poor, poverty dynamics

are similar for children and adults.

These tabulations suggest that a focus on child poverty is justified by relatively high poverty rates and average poverty
persistence experienced by the child population in most countries, in addition to broader economic and social arguments
concerning the role and position of children in society. This conclusion is reinforced by the regression analyses reported in
Sections |l and 111, which indicate that the relatively high poverty risks faced by children remain even after controlling for the

effects of related variables (such as family structure).

A “permanent-income” measure of poverty, based
on the adequacy of income averaged over the three years
of the panel,'® provides a less reassuring view of poverty
persistence than that offered by tabulations of persons
continuously poor over the period. For the ECHP coun-
tries, this measure of “ permanent-income poverty” (fina
column of Table 2.1) averages about 41% of the ever-poor
rate and 67% of conventional headcount poverty. The rel-
ative incidence of permanent-income poverty is higher in
Canadathan in the ECHP countries, and higher still in the
United States. In the latter country, permanent-income
poverty is 62% of the ever-poor rate and nearly as high as
conventional headcount poverty (14.5% versus 16%),
suggesting that a very high proportion of the persons
observed in poverty in any single year lack the financial
resources to support an adequate standard of living, at
least over the three-year horizon used here.

Chart 2.3 presents a combined view of these two
faces of poverty persistence: the relatively low risk of
being continuously poor over a multi-year period (the
lowest segment of the 100% bar) versus the greater risk
that permanent income is too low to support an adeguate
living standard, even if income periodically rises above
the poverty line (sum of the two lower segments in the
100% bars). While the permanent-income poor group is
significantly larger than the always-poor group in all
countries, the share of persons ever poor who are perma-
nent-income poor varies widely, from one in five in
Denmark to over 60% in the United States. Among per-
sons poor during part of the three-year period, but escap-
ing permanent-income poverty (the two upper segments
in the 100% bars), a large share nonetheless have very
modest incomes. For about one-third of this group,
income averaged over the three years is below 60% of
median equivalent income (third segment in the 100%
bars).!” Again, international differences are pronounced.

The share of persons ever poor with average incomes of
at least 60% of the median ranges from over 50% in
Denmark to under 20% in the United States.

B. Short-run dynamics

Entry and exit rates

Table 2.2 lists entry and exit rates from poverty (rel-
ative to the “at-risk” populations) and the average dura-
tion of poverty for spells sampled during the three-year
period. On average across all countries, about 5% of the
population not previously poor enter poverty each year.
Not surprisingly, the risk of falling into poverty tends to
be higher in countries with more poverty (correlation of
0.85). Nonetheless, much of the population appears
largely exempt from the risk of poverty in all countries.
Across the ECHP sample and in Canada, nearly two-
thirds of those entering poverty previously had an income
of at least 60% of median equivalent income, meaning
they experienced a significant year-to-year decline in
income but may have permanent-incomes significantly
above the poverty threshold.

Annual exit rates from poverty average 46% in the
ECHP, exceeding 50% in four EU member states. By con-
trast, the exit rate in Canada is about 36%, and in the
United States less than 30% of persons in poverty escape
each year. As a general pattern, the exit rate is lower in
countries with higher annual poverty rates (correlation of
—0.81), consistent with the earlier finding that lower
cross-sectional poverty is associated with less poverty
persistence. Parallel to the finding for entries, the majority
of persons exiting poverty experience significant income
gains. Equivaent income rises above 60% of the median
for 70% of poverty exiters in the ECHP sample, for 67%
of exitersin the United States, and for 62% of exitersin
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Chart 2.3. Poverty duration and 3-year average income of persons ever poor, 1993-1995 ———

B Poor 1-2 years and average income > 60% of median income
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Note: Countries are ranked by increasing rate of the always poor for the total population.

a) Data refer to 1987-1989.

b) Head of household 15 to 64 years of age.
¢) Head of household 65 years or older.
Sources: ECHP, waves 1994, 1995 and 1996 for EU countries; SLID for Canada; PSID for the United States.
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Table2.2. Grossratesof entry and exit and average duration of poverty, 1993-1995

Annud poverty rate Yearly rate of entry? Yearly rate of exit?
Average duration®
Percentages
Belgium 9.8 4.7 (71.9) 48.2 (78.8) 16
Denmark 4.7 3.1 (76.2) 60.4 (74.6) 14
France 9.6 4.6 (54.6) 46.9 (64.9) 16
Germany 12.1 5.1 (70.3) 41.1 (71.5) 17
Greece 145 6.5 (55.2) 38.8 (73.2) 18
Ireland 8.2 5.0 (62.2) 54.6 (58.9) 15
Italy 135 5.3 (60.4) 40.6 (72.0) 18
Luxembourg 7.8 3.6 (62.1) 47.4 (60.3) 16
Netherlands 7.8 4.2 (66.1) 55.7 (77.1) 15
Portugal 15.3 5.4 (55.9) 37.0 (66.0) 19
Spain 12.0 5.9 (67.3) 49.6 (70.3) 16
United Kingdom 12.1 6.0 (62.5) 58.8 (69.1) 15
ECHP average® 11.7 5.2 (63.4) 46.1 (70.2) 17
Canada 10.9 4.8 (63.2) 36.4 (62.2) 18
United States® 16.0 45 (57.3) 29.5 (66.6) 20

ECHP: European Community Household Panel.

a) Number of persons entering poverty between t and t + 1, as ashare of the population not in poverty in't, averaged over the period. Figures in brackets show the percentage of
entries for which prior equivalent incomewas a |east 60% of the median.

b) Number of poor int who exit poverty int + 1, as a share of the population in poverty in t, averaged over the period. Figures in brackets show the percentage of exits

resulting in equivalent income of at least 60% of the median.
c) Average number of years for those with poverty experience.

d) Calculated as population-weighted averages of the national figures for all ECHP countries.

e) Datarefer to 1987-1989.

Source:  ECHP, waves 1994, 1995 and 1996 for EU countries; SLID for Canada; PSID for the United States.

Canada. Lower exit rates generate longer durations, but
the short observation window means that the average
duration of poverty varies within a narrow band, from 1.4
to 2.0 years per poverty spell.

Total years in poverty and permanent-incomes
of persons ever poor

Table 2.3, Panel A provides more detailed information
about the duration of poverty than is embodied in the aver-
age duration. The left pand displays the simple spell distri-
bution, or share of totd spellslasting one yesr, two years, or
three years. Most spells are short. About half of personsin
the ECHP countries and Canada who were ever poor
during 1993-1995 experienced only a single year of poverty
(37% for the United States).'® However, as indicated in the
right pane, longer spells account for alarge share of the total
time spent in poverty: spells of three years account for over
one-third of the total time spent in poverty in ECHP coun-
tries, despite less than one fifth of the persons ever poor hav-
ing been persistently poor. Across countries, the share of all
poverty years attributable to persistently poor individuals
generally increases with the annual poverty rate (correlation
of 0.87). In the United States, 60% of the total years spent in
poverty are attributable to persons persistently poor,
compared with a share of under 20% in Denmark.

Similar conclusions are reached when the distri-
bution of permanent-income is analysed in the same
way (Table 2.3, Panel B). The majority of persons
experiencing poverty are not permanent-income poor
in most of the countries (Portugal and the United States
being the exceptions). However, a mgjority of the years
spent in poverty are attributable to the permanent-
income poor in almost all countries (only in Denmark
is the share significantly below 50%). The concentra-
tion of poverty years on the permanent-income poor
rises strongly with the annual poverty rate (correlation
of 0.96).

In sum, the descriptive analysis of three-year pov-
erty dynamics suggests an overall paradox: poverty is
both highly fluid and characterised by long-term traps.
There is much movement into and out of poverty, with
most spells being short and most of the persons who ever
enter poverty not experiencing long-term financial depri-
vation. At the same time, a significant number of people
aretrapped in long-run poverty. Although it is not unusual
for their incomes periodically to exceed the poverty
threshold, their incomes averaged over the longer term are
low. In most OECD countries, this group accounts for
over one-half of the total years spent in poverty (as
measured by annual income).



When Money is Tight: Poverty Dynamicsin OECD Countries — 51

—— Table2.3. Distribution of poverty duration and permanent income for personsever poor, 1993-1995 ——
Percentages

A. Duration of poverty

Share of total years spent in poverty attributable to persons

Share of persons staying in poverty with 1 to 3 years in poverty

Annual poverty rate

1year 2 years 3years 1year 2 years 3years
Belgium 9.8 575 25.2 174 359 315 32.6
Denmark 4.7 71.6 20.1 8.3 52.4 294 18.2
France 9.6 54.9 26.8 18.3 33.6 328 33.6
Germany 12.1 48.6 29.2 222 28.0 33.6 38.4
Greece 145 47.1 27.0 25.9 26.3 30.2 435
Ireland 8.2 59.3 324 8.3 39.8 435 16.8
Italy 135 48.8 25.0 26.2 275 28.2 44.3
Luxembourg 7.8 55.0 279 17.1 339 34.4 31.6
Netherlands 7.8 62.8 251 121 42.0 33.6 24.4
Portugal 15.3 417 26.0 32.3 21.9 27.2 50.9
Spain 12.0 55.6 271 17.3 34.4 335 32.0
United Kingdom 12.1 65.4 223 12.3 44.6 30.3 25.1
ECHP average? 11.7 53.9 26.2 19.9 324 315 36.0
Canada 10.9 47.0 24.8 28.2 26.0 274 46.7
Unites States” 16.0 36.9 225 40.6 18.1 22.1 59.8

B. Permanent income

Share of personswith three-year average
equivalent income of:

Share of total years spent in poverty attributable to persons
with three-year average equivalent income of:
Permanent-income
poverty rate

At least 50% but At least 50% but

At least 60% Less than 50% At least 60% Less than 50%
of the median less than 6(.)% of the median of the median less than 6(.)% of the median
of the median of the median

Belgium 5.2 41.8 25.7 324 304 20.4 49.3
Denmark 18 52.4 28.1 19.5 414 25.5 331
France 6.6 34.1 25.8 40.1 22.2 19.9 579
Germany 8.1 383 19.3 25 25.5 14.3 60.2
Greece 12.2 313 20.2 48.5 19.2 14.2 66.6
Ireland 5.3 30.7 34.8 345 25.1 28.1 46.8
Italy 104 30.7 21.3 48.1 18.7 15.3 66.0
Luxembourg 51 323 21.7 40.0 219 23.0 55.1
Netherlands 4.5 39.7 254 349 28.5 21.4 50.1
Portugal 13.4 25.8 18.7 55.5 14.8 12.1 73.0
Spain 8.7 35.2 24.1 40.7 23.6 18.6 57.8
United Kingdom 6.5 405 25.9 33.6 29.6 21.2 49.2
ECHP average? 7.9 357 22.9 41.4 23.7 17.3 50.1
Canada 8.9 27.8 22.8 49.4 19.6 13.6 66.8
Unites States® 14.5 18.1 20.0 61.9 11.4 10.9 7.7

ECHP: European Community Household Panel.

a) Calculated as population-weighted averages of the national figures for all ECHP countries.

b) Datarefer to 1987-1989.

Source:  ECHP, waves 1994, 1995 and 1996 for EU countries; SLID for Canada; PSID for the United States.

C. Factors associated with short-run poverty
dynamics

Poverty experience by household and work
characteristics

This subsection examines how the burden of pov-
erty — particularly permanent-income poverty — is distrib-
uted across different groups in the population. Chart 2.4

provides an overview of differencesin the relative risk of
poverty according to household characteristics (values
above 1.0 reflecting above-average risks of poverty).
These patterns are shown separately for the population-
weighted ECHP sample of countries and the United
States. In most respects, the profile of households at an
above-average risk of experiencing poverty is similar in
Europe and the United States: the risk of poverty is ele-
vated for households in which the head is female, young,
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—— Chart 2.4. Relative risks of short and long-term poverty for different population groups,?

1993-1995
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a) Ratio of the poverty rate for the specified group to that for the entire population. Groups defined in terms of characteristics at the beginning of the period.
b) Calculated as population-weighted averages of the national figures for all ECHP countries.

c) Data refer to 1987-1989.

d) Low education is less than upper secondary education, middle is completed upper secondary education, high is tertiary-level education.

e) In the ECHP, an individual is classified as "employed" in a given year if the number of months employed equals or exceeds the number of months
he spent not working. For the United States, the definition is based on having worked at least 1 000 hours in a given year.

Sources: ECHP, waves 1994, 1995 and 1996 for EU countries; PSID for the United States.

a single parent or has not finished upper secondary
schooling, as well as for households in which no adult is
employed for a significant part of the year.'’

Comparing the ECHP and United States risk pro-
filesin Chart 2.4 suggests that the association between
household characteristics and increased poverty risk is
stronger in the United States, particularly so for the risk
of being permanent-income poor or always poor. How-
ever, thisis partially due to offsetting differences in the

risk profiles of different EU member states. There is
considerable variation in demographic risk profiles
among the EU member countries, some of which reflect
poverty concentrations similar to those observed for the
United States. For example, the risk of poverty for sin-
gle-adult families with children is about double the aver-
age risk for the entire population in Germany, the
Netherlands, and the United Kingdom, as well asin the
United States (Chart 2.5). Similarly, the extent to which
low educational attainment elevates the risk of poverty is
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Chart 2.5. Relative risks of short and long-term poverty by family type,® 1993-1995
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Note: Countries are ranked in descending order by average annual poverty rate as reported in Table 2.1.

Values not reported when fewer than 30 observations are available.

a) Ratio of the poverty rate for the specified group to that for the entire population.

b) Data refer to 1987-1989.

Sources: ECHP, waves 1994, 1995 and 1996 for EU countries; SLID for Canada; PSID for the United States.

nearly as strong in many EU member states as in the
United States, while this association is virtually absent in
Germany (Chart 2.6).

These data can inform policy design by identifying
the composition of the poverty population, including sig-
nificant differences in the household characteristics
between the permanent-income poor and the short-term
poor. Table 2.B.1 (in Annex 2.B) provides country-by-
country tabulations of the distribution of the household
characteristics over the total population and four measures

of poverty intensity over three years: non-poor, poor one
year, permanent-income poor, and always poor. These
distributions reflect the combined impacts of differential
poverty risks and the demographic composition of the
total population. One important lesson that emerges is that
household types with above-average poverty rates can
nonetheless constitute a small share of the population of
concern for anti-poverty programmes. For example, per-
sons living in female-headed and single-parent house-
holds are everywhere a minority of the poverty
population, despite facing elevated risks.?® Consequently,
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Chart 2.6. Relative risks of short and long-term poverty by

educational attainment of head,#? 1993-1995
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a) Ratio of the poverty rate for the specified group to that for the entire population.
b) Low education is less than upper secondary education, middle is completed upper secondary education, high is tertiary level education.

c) Data refer to 1987-1989.

Sources: ECHP, waves 1994, 1995 and 1996 for EU countries; SLID for Canada; PSID for the United States.

in targeting anti-poverty measures it is important not to
focus exclusively on “high-risk” populations. Households
with a male head and those with one or more workers do
not show up among the high-risk groups, yet they account
for the mgjority of the permanent-income poor population
in EU member states and the United States.?!

Due to intermittent employment, the overlap
between work and poverty is larger when labour market
attachment is assessed over a multi-year period, rather
than being assessed exclusively at the beginning of the
period. Chart 2.7 contrasts the extent of “working pov-
erty” in a single year (Panel A), with the greater overlap
between employment and poverty incidence over three
years. For the working-age population, even the perma-
nent-income poor and the always poor are unlikely to live
in households in which no adult worked for pay, athough

they are more likely to report low employment levels
(e.g. intermittent or part-time employment). Thus, the
extent of working poverty appears to be greater than has
been suggested by previous research based on cross-
sectional data [Nolan and Marx (1999); OECD (1997)]
and many poor households are characterised by low-paid
or precarious employment, rather than persistent exclu-
sion from the labour market.

Analysis of differencesin poverty risk and persis-
tence for different types of households can inform policy
making in another way. Namely, these differences represent
critical evidence for understanding the factors causing pov-
erty. The analyses in the next three subsections examine
these links: documenting family- and job-related events
associated with individual poverty transitions; assessing
correlations between national measures of poverty and the
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—— Chart 2.7. Overlap between poverty and employment among working-age households,2?
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b) High level of employment is defined as at least the equivalent of one full-time, full-year worker, with two months of part-time employment considered
to equal one full-time month. In panel A, this criteria is applied for a single year, but in panels B-D, it must hold for all three years. Low level of

employment is defined as all other households with positive employment.

c) Data refer to 1987-1989.

Sources: ECHP, waves 1994,1995 and 1996 for EU countries; SLID for Canada; PSID for the United States.

economic, demographic and institutional context; and
reporting econometric models that examine poverty risk
factors and durations in a multivariate context.

Events coincident with poverty entry and exit

Family structure, job status and other individual
characteristics are clearly related to the risks of falling
into and remaining in poverty. This subsection uses the
three-year panels to analyse the relationships among tran-
sitions. Tables 2.4 (family-related events), 2.5 (job-related
events) and 2.6 (family- and job-related events) display
tabulations of the frequency with which changesin family
structure or job status are coincident with entries and exits
to and from poverty. The first two of these tables examine
these two types of events independently, while the third
takes account of the close interrelationship that often exists

between them. This events-based analysis complements
that in the previous subsection, which examined associa-
tions between household characteristics at the beginning of
the period and subsequent poverty experience.

For the ECHP countries, 25% of entries into poverty
and 15% of exits coincided with events such as marriages,
births or the establishment of a new family (Table 2.4).
Family-related events are more frequently observed in
Canada and the United States, coinciding with 41% of
entries and 31% of exits in Canada, and 37% of entries
and 27% of exits in the United States. In EU member
states as a group, Canada, and the United States, separa-
tion/divorce is the most common family-related event
associated with poverty entry, but only in Canada and the
United States is marriage associated with an important
share of exits. It is also notable that the strong majority of
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Table2.4. Frequency of family-related events associated with poverty transitions, 1993-1995

Entries

Percentage of total entries associated with:

) ) Newly
Number of No changein . » Moremembers  Lessmembers Separation/ )
observations  family structure® New born child in family® in familyd divorce® %ﬂ'li}ed Other changes
Belgium 632 83.5 - - 2.2 (4.3) a7 -
Denmark 339 61.0 - 15.6 - (7.3) 9.6 -
France 1285 72.9 (2.0) 34 31 9.1 6.8 2.7)
Germany 936 78.4 (3.0) 2.7) (1.8) 7.2 (3.0) (3.9)
Greece 1481 78.6 .7 34 48 6.9 21 (2.4)
Ireland 784 67.7 55 41 6.5 53 (2.0) (8.9)
Italy 1702 74.4 28 (0.9) 51 6.3 29 (7.5)
Luxembourg 185 68.3 - - (5.8) (8.8) - -
Netherlands 848 714 (34) 42 3.7 5.0 5.7 (6.5)
Portugal 1315 7.7 35 25 6.0 45 (2.1) 3.7)
Spain 1897 74.7 32 (15) 6.0 6.7 (2.0) (6.9)
United Kingdom 1015 74.1 41 39 3.6 85 (2.6) 3.1
ECHP average? 12 419 75.3 3.0 27 38 7.3 33 47
Canada 2182 58.8 43 16 3.7 12.6 12.9 6.0
United States” 564 62.6 8.8 25 42 10.9 8.8 23
Exits
Percentage of total exits associated with:
Number of No changein New born child® More members  Less members Marriage eﬂ'talben’g ed Other chandes
observations  family structure? in family® in familyd & family! 9

Belgium 573 90.1 (2.6) - - 3.1) - -
Denmark 262 79.3 - - (54) (7.3) - -
France 1333 85.6 (1.5) (15) 4.6 44 - -
Germany 954 88.7 - - 40 (2.2 - -
Greece 1566 81.3 (2.9) (1.7) 57 3.6 (0.7) (5.0)
Ireland 655 79.2 7.3 - 5.6 4.2 - -
Italy 2045 79.8 24 22 27 53 (2.0) (6.5)
Luxembourg 183 75.8 - - (12.5) (5.9) - -
Netherlands 684 76.4 - (1.9) 11.7 5. - -
Portugal 1696 82.4 22 18 29 (1.6) (2.0) (8.1)
Spain 2084 83.3 (0.8) 16 39 42 1.2 (5.0)
United Kingdom 1062 87.9 (1.8) (11 (2.8) 38 - -
ECHP average? 13 097 84.8 16 14 38 38 0.6 40
Canada 1980 68.5 25 17 5.2 8.9 45 8.6
United States" 698 73.0 14 29 12.2 8.1 13 13

ECHP: European Community Household Panel.

— Estimates not reported due to fewer than 10 obervations.

(Estimates based on less than 30 observations).

a) Same head, samesize.

b) No split, no change in marital status, same head, more children.

¢) Nosplit, no changein marital status, same head, more members (same number or fewer children).

d) Nosplit, no changein marital status, same head, fewer members.

e) Thereisa spouse/partner (woman) int—1and notint.

f) Split-off household and a child/other relative becomes head or spouse.

g) Calculated as population-weighted averages of national figures for all ECHP countries, except in cases where the national estimate for exactly one country has not been
reported due to fewer than 10 observations of data. In such cases, the ECHP average is calculated excluding that country.

h) Datarefer to 1987-1989.

i) Thereisa spouse/partner in the household intand not int — 1.

Sources. ECHP, waves 1994, 1995 and 1996 for EU countries; SLID for Canada; PSID for the United States.
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Table2.5. Frequency of job-related events associated with poverty transitions

Entries

Percentage of total entries associated with:

Number of Fewer Of which: Less monkt)hs Of which: d;?gg;y Other
observations workers® Head Spouse at work Head Spouse o least 10%¢
608 30.7 55.8 17.5 5.0 (54.3) - 215 42.8
339 329 57.2 36.4 11.3 (49.1) - 22.8 329
1285 215 415 39.5 11.7 67.4 (16.6) 25.7 41.2
907 24.6 36.0 353 9.0 79.3 - 315 34.9
1479 374 41.0 29.7 6.9 56.0 (23.1) 323 23.4
784 36.4 56.1 (6.1) 6.7 (32.3) (25.1) 20.2 36.6
1702 349 329 24.8 6.1 59.8 (21.0) 26.5 325
184 338 - - (13.5) (88.2) - 35.9 (16.8)
1308 47.6 43.1 25.8 4.7 73.3 - 18.3 29.5
1896 429 51.7 15.7 15.4 63.2 18.5 29.5 12.1
1015 27.0 4.1 388 7.9 74.4 - 25.2 40.0
11 507 30.3 40.2 29.1 9.2 68.6 14.9 274 331
2182 30.0 66.5 29.5 22.3 69.3 27.1 36.0 11.7
564 42.3 54.8 421 20.5 78.0 39.3 30.6 6.6
Exits
Percentage of tota exits associated with:
Number of More Of which: More monbths Of which: i ri?reg';g;y Other
observations workers? Head Spouse at work Head Spouse ot least 10%¢
553 22.7 68.0 329 10.3 (32.0) (27.4) 26.4 40.5
262 22.8 63.8 (32.7) 18.6 (55.3) - 40.5 18.1
1329 325 63.8 28.6 12.8 60.6 (11.4) 30.3 24.4
928 255 50.5 25.6 4.2 (60.0) - 316 387
1566 311 55.2 24.4 7.9 53.6 36.7 40.9 20.1
655 35.0 48.6 (7.2) 12.3 39.7 - 27.8 24.9
2038 30.4 2.7 20.7 8.7 46.8 (23.0) 30.4 305
182 18.9 (46.9) (43.4) (11.8) - - 45.4 (23.9)
1689 48.0 52.6 23.0 10.9 43.1 (11.7) 25.1 16.0
2081 41.8 66.4 16.4 14.1 62.0 15.5 337 10.5
1062 26.6 71.2 329 7.8 81.0 (18.6) 26.9 38.7
12 345 30.9 58.2 24.5 9.1 59.7 15.7 30.6 29.5
1980 29.4 72.2 29.3 23.1 77.2 36.6 35.2 12.4
698 30.5 39.6 42.3 29.8 71.9 34.1 327 7.1

ECHP: European Community Household Panel.
— Estimates not reported due to fewer than 10 observations.
(Estimates based on less than 30 observations).
a) Inthe ECHP, an individua is classified as “employed” in a given year if the number of months employed equals or exceeds the number of months he/she spent not

working. For Canada and the United States, the definition is based on having worked at least 1 000 hoursin a given year.
b) No changein the number of workers. Canadian and United States values are based on annual hours worked having changed by at least 160 in the indicated direction.
¢) Nochangein the number of workers nor in months worked.
d) Calculated as population-weighted averages of national figures for all ECHP countries, except in cases where the national estimate for exactly one country has not been

reported due to fewer than 10 observations of data. In such cases, the ECHP average is calculated excluding that country.
e) Datarefer to 1987-1989.
Source:  ECHP, waves 1994, 1995 and 1996 for EU countries; SLID for Canada; PSID for the United States.
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Table2.6. Frequency of family and job-related events associated with poverty transitions

Entries

Percentage of total entries associated with:

Largest decreasein:
Number of Changein family
observations structure Fewer workers* Earnina<® Trangfers® Capital and other Other
Ing income®
Belgium 632 16.5 20.7 18.1 333 7.2 42
Denmark 339 39.0 15.2 135 26.0 - -
France 1285 27.1 10.8 21.7 353 31 19
Germany 936 21.6 15.9 27.2 26.0 75 18
Greece 1481 21.4 25.6 29.8 8.8 9.9 45
Ireland 784 323 21.0 17.3 22.7 5.0 17
Italy 1702 25.6 214 241 23.2 39 18
Luxembourg 185 317 (15.6) 271 20.3 - -
Netherlands 848 28.6 . 375 323 - -
Portugal 1315 22.3 355 17.6 17.9 38 28
Spain 1897 25.3 30.1 224 175 41 0.6
United Kingdom 1015 25.9 16.2 175 329 58 17
ECHP average® 12 419 24.8 184 21.7 25.6 52 44
Canada 2182 41.2 9.3 26.1 16.9 6.4 0.2
United States 564 375 15.0 27.6 28 16.5 0.7
Exits
Percentage of total exits associated with:
Largest increase in:
Number of Changein family
observations structure Moreworkers® Earninas® Transfers® Capital and other Other
9 income®
Belgium 573 9.9 18.2 17.0 415 [13.4]
Denmark 262 20.7 16.3 29.2 27.6 - -
France 1333 144 26.9 224 29.6 31 3.7
Germany 954 11.3 219 26.7 32.0 [8.1]
Greece 1566 18.7 222 38.0 15.8 33 20
Ireland 655 20.8 21.7 20.6 29.9 - -
Italy 2045 20.2 23.6 29.2 24.2 [2.8]
Luxembourg 183 24.2 (10.2) 294 23.7 - -
Netherlands 684 23.6 . 33.2 41.2 - -
Portugal 1696 17.6 41.2 16.0 22.0 24 10
Spain 2084 16.7 345 30.6 15.2 [2.9]
United Kingdom 1062 12.1 205 23.7 40.3 [34]
ECHP average® 13 097 15.2 24.2 254 27.9 20 53
Canada 1980 315 15.6 255 19.6 75 04
United States® 698 27.0 19.1 36.8 38 13.2 0.1

ECHP: European Community Household Panel.
. Datanot available.
— Estimates not reported due to fewer than 10 obervations.
(Estimates based on less than 30 observations).
[Combined value for “ Capital and other income” and “ Other"].
a) Nochangein family structure.
b) No changein family structure nor in the number of workers.
c) Calculated as population-weighted averages of the national figures for all ECHP countries.
d) Datarefer to 1987-1989.
Source:  ECHP, waves 1994, 1995 and 1996 for EU countries; SLID for Canada; PSID for the United States.
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poverty transitions do not coincide with a change in
family structure in any of the countries.?

Table 2.5 lists job-related events that might cause
poverty transitions and shows that there is a strong asso-
ciation. The link appears to be particularly strong in the
United States. For example, in the United States, 31% of
poverty exits coincided with an increase in the number of
workers in the household, another 30% with an increase
in the number of months worked (with an unchanged
number of workers), and 33% with an earnings increase
of at least 10% (despite no changes in the number of
workers or months worked). A near mirror-image picture
is observed for entries into poverty, except that changes
(here, reductions) in annual months worked among the
employed is less common (21%). The principal difference
between the ECHP countries and the United Statesis that
changes in months worked among the employed much
less frequently accompany poverty transitions in the
former (6% of transitions versus 21-30%).%

Are, therefore, family-related events a less impor-
tant cause of poverty transitions than job-related events?
This issue is complex, since family- and job-related
changes can be closely related (or even two sides of the
same coin, as when divorce reduces the number of work-
ersin ahousehold). In order to probe further whether job-
related events are indeed more important than family-
related events, Table 2.6 looks at the two types of changes
in concert. A lower-bound estimate of the impact of job-
related events is produced by first identifying all house-
holds with a change in family structure and then calcul at-
ing job-related events only for the remaining subsample
(i.e. those with a stable family structure). The effect is to
substantially reduce the relative importance of changesin
the number of workers in the household, particularly for
entries into poverty (the shares falling from 30% to 18%
in the ECHP on average and, much more dramatically,
from 30% to 9% in Canada and from 42% to 15% in the
United States). In other words, in about one-half or more
of the cases in which areduction in the number of work-
ers coincides with the beginning of a poverty spell, the
precipitating event was a worker leaving the household or
arelated family event, rather than job loss by a continuing
family member.

Nonetheless, Table 2.6 confirms that year-to-year
changes in earnings often accompany poverty transitions
in households where there is no change in either family
structure or the number of workers. Earnings account for
the largest change in income in the mgjority of such tran-
sitions in the United States. Earnings changes are also
important in Canada and the ECHP countries, but public
transfer payments play an important role as well. In the
ECHP countries, changes in transfer payments account

for the largest share of the change in income for more
poverty transitions than do changes in earnings. The
importance of changes in transfers for poverty transitions
in Europe isin marked contrast to the situation in the
United States and suggests that the more extensive wel-
fare state characteristic of most European countries
affects poverty dynamics, in addition to its well-
documented effect in lowering the cross-sectional inci-
dence of poverty [Forster (2000); Smeeding et al. (2000)].
Canada is somewhat of an intermediate case, with the
contribution of transfers lying between that in the EU and
in the United States. Interestingly, in the EU, Canada, and
the United States, reductions in transfer payments are
nearly as important for poverty entries as are increases in
transfer payments for exits.

Correlates of cross-country differences in poverty

The preceding analysis demonstrates significant dif-
ferences in short-run poverty dynamics, both across pop-
ulation groups within countries and across OECD
countries. However, more sophisticated statistical tools
are required to characterise this variation adequately and
better identify the underlying causal relationships. This
and the following subsections present some components
of such an analysis. The preceding analysis identified a
number of individual demographic and labour market fac-
tors that should be incorporated into an econometric anal-
ysis of poverty dynamics. However, that analysis provides
only partial guidance asto the macro factors that may aso
account for international differencesin poverty dynamics
and need to be taken into account. The cross-country cor-
relations reported in Table 2.7, which are based on aggre-
gate data for the fourteen countries referred to in the
preceding analyses, help identify such factors.?*

Consistent with public transfer payments playing an
important role in poverty status, all seven measures of
poverty incidence and persistence are strongly negatively
correlated with the two measures of social spending gen-
erosity and the measure of the extent to which this spend-
ing is targeted to low-income households (13 of 14 of
these correlations are statistically significant despite the
small sample size). Several other factors are also identi-
fied as potentially affecting the overall extent of poverty.
Higher GDP per capitais significantly correlated with
lower poverty intensity in a single year, while a higher
share of low-educated adults is correlated with higher
poverty intensity. However, neither factor is significantly
related to poverty persistence. By contrast, the share of
low-paid in total employment (as well as its persistence)
is positively correlated with all four measures of poverty
persistence, but this correlation is statistically significant
only for the ratio of permanent-income poverty rate to the
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Table2.7. Correlations of national measures of poverty with measures of the economic,

demographic and institutional context
ECHP countries, Canada and the United States

Panel A. Poverty measures correlated with employment and unemployment

Employment/ Employment/ Share of working-age Standardised Unemployment rate  Unemployment rate
Poverty measures population ratio, population ratio, households with unemployment for men for women
total women no employment rate aged 25t0 54 aged 25t0 54
Single-year measures
Poverty rate -0.068 -0.103 -0.418 0.021 -0.106 0.011
Intensity -0.227 -0.284 -0.369 0.050 -0.184 0.154
Sen index -0.108 -0.151 -0.485* 0.016 -0.154 0.043
Three-year measures
Permanent-income poverty -0.102 -0.142 —0.556** 0.005 -0.135 0.019
Ratio of permanent-income
to single-year poverty -0.266 -0.293 —0.591** 0.073 -0.036 0.090
Ratio of aways poor
to ever poor 0.149 0.106 —0.559** -0.233 -0.359 -0.197
l-exitrate 0.012 -0.029 -0.476 -0.193 -0.321 -0.137
Panel B. Poverty measures correlated with wage setting and social expenditure
Share of general
overnment transfers
Average cumulative Public social ?eceived by the three Grossrartegsl?g?nm
Poverty measures Low-pay share yearsinlow-paid Union density expenditure as % pottom dgcilgs of unemployment
employment of GDP the|ncomed|§tr| bution benefits
for the working-age
population
Single-year measures
Poverty rate 0.365 0.830** —0.551* -0.638** -0.452 -0.820**
Intensity 0.027 0.243 -0.362 -0.358 -0.582* -0.512*
Sen index 0.270 0.686 —0.506 -0.610** —0.554* -0.767**
Three-year measures
Permanent-income poverty 0.384 0.712 -0.532* —0.685** -0.562* -0.737**
Ratio of permanent-income
to single-year poverty 0.484* 0.530 —0.614** —0.705** -0.541* —0.598**
Ratio of aways poor
to ever poor 0.294 0.584 —0.400 —0.577** -0.507 —0.546**
l-exitrate 0.314 0.434 —0.405 —0.553** -0.598* -0.521*

Panedl C. Poverty measures correlated with income distribution and population characteristics

Share of population

) Income Gini Income Gini Incidence 25 to 64 years of age
Poverty measures GDP per capita coefficient coefﬂq ent Dgpendency of lone-parent not havi?lwg finiﬁw?a%
in PPPs for total population for workmg—age ratio for 1990 families upper secondary
population education
Single-year measures
Poverty rate -0.304 0.836** 0.823** 0.001 -0.001 0.264
Intensity -0.424 0.436 0.439 -0.232 -0.221 0.472
Sen index -0.348 0.813** 0.801** -0.04 -0.048 0.372
Three-year measures
Permanent-income poverty -0.334 0.822** 0.807** -0.031 -0.100 0.375
Ratio of permanent-income
to single-year poverty -0.285 0.728** 0.750** -0.039 -0.219 0.439
Ratio of aways poor
to ever poor 0.027 0.571* 0.572* -0.242 0.190 0.111
l-exitrate 0.041 0.559* 0.579* -0.234 0.134 0.123

*  Significant at the 10% level.

** Significant at the 5% leve.

Source: Employment and unemployment measures: OECD (2000), Employment Outlook; L ow-pay share: OECD Earnings Structure Database; Average cumulative years in low-
paid employment: OECD (1997), Employment Outlook, Chapter 2; Union density: OECD (1997), Employment Outlook, Chapter 3; Public socid expenditure: OECD Socia
Expenditure Database; Replacement rates: OECD (1999), Benefit Systems and Worf Incentives; GDP per capita: OECD Analytical Database; Gini coefficients: Forster, M.F.
(2000); Dependency ratio and incidence of lone parent families: OECD (20004); Education measure: OECD (2000), Education at a Glance: OECD Indicators.
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annual poverty rate. This measure of poverty persistence
also fals significantly as union density rises, perhaps due
to the association between higher unionisation and wage
compression[OECD (1997)]. No significant correlations
are found between aggregate employment and unemploy-
ment rates on the one hand and any of the poverty mea-
sures on the other. This demonstrates that some of the
strong associations found at the micro-level, such as that
between higher household employment and a lower risk
of poverty, may be weaker at the macro level. More
sophisticated statistical techniques are used in the next
subsection to simultaneously account for micro and
macro factors affecting poverty dynamics.

Econometric models

To further explore the relationship between short-
run poverty and related characteristics, econometric mod-
els of poverty transitions are estimated using the three-
year panel data. The intent of these models is two-fold.
First, multivariate techniques are used to better isolate the
independent effects of different variables affecting pov-
erty transitions. The variables controlled for are measured
in the first year of the sample only, and they include age
of the individual and the household head, the head’s edu-
cational attainment, number of workers in the household,
family structure, and country (the exact list is provided in
Table 2.8). The second aim is to assess the extent to
which international differences in the distribution of these
characteristics account for the cross-country differences
in poverty dynamics documented earlier in this section.

The models are estimated using maximum likeli-
hood for a logit specification, which is commonly used to
model the effects of explanatory variables on an outcome
variable that has only two possible discrete outcomes.?
Equations are estimated over the entire pooled (all coun-
try) ECHP sample, for three separate dependent variables:
the incidence of poverty exits, the incidence of perma-
nent-income poverty among the sample of individuals
ever poor, and the incidence of “aways poor” among the
sample of individuals ever poor. These dependent vari-
ables were chosen to provide a concise assessment of the
effects of the independent variables (including country
effects) on both dynamics and short-term persistence. The
estimated coefficients are then used to form predicted
probabilities of the different outcomes for individuals
defined by specified combinations of characteristics.

The results of these analyses, in Table 2.8, indicate
large and significant effects of the explanatory variables
on the measured poverty outcomes. The magnitude of
these effects are measured by listing the predicted proba-
bility for an individual with the specified characteristics,

relative to the predicted probability for the reference per-
son (see the table notes for the definition of the reference
person). In general, the measured characteristics substan-
tially affect the exit probability and probabilities of long-
term poverty, with some variation in the effects across the
different outcomes. The exit rates are affected most by the
education of the household head, whereas the probability
of permanent-income poverty and always-poor status are
affected most by the number of workers in the household
at the start of the three-year period. In the extreme, a child
in a family with a low education head and no workers
faces an exit probability that is about 14 percentage points
(27%) lower and probabilities of permanent-income pov-
erty and always-poor status that are 27 percentage points
(73%) and 21 percentage points (148%) higher than the
reference person. Somewhat surprisingly, however, indi-
viduals in households consisting of a single adult with
children have significantly higher exit probabilities and
lower probabilities of long-term poverty than an individual
in a reference family (two adults with children).?

As indicated by the estimated country effects at the
bottom of the Table 2.8, the measured poverty outcomes
vary substantially across countries. Controlling for related
characteristics has little effect on the estimated country
effects: the correlations between the unconditional (unad-
justed) country effects and the conditional (regression-
adjusted) country effects are high, ranging from 0.80
to 0.95 across the three outcomes listed. Conditional on
individual characteristics, Denmark, Ireland and the
United Kingdom exhibit high poverty exit rates and low
rates of permanent poverty, and Portugal and Italy exhibit
low exit rates and high rates of permanent poverty. Cor-
relations between the regression-adjusted country effects
and the macro variables analysed in the previous section
are similar to those reported in Table 2.7, suggesting that
some of these variables affect poverty dynamics in ways
that are not mediated by the individual and household
variables controlled for in these regressions.

[I1. Poverty dynamicsover longer periods

A. Data

Longer-run poverty dynamics are now examined
using data from the Cross-National Equivalent Files
(CNEF). These files include data from the Canadian Sur-
vey of Labor and Income Dynamics (SLID), the German
Socio-Economic Panel (GSOEP) the British Household
Panel Survey (BHPS), and the United States Panel Study
of Income Dynamics (PSID). Eight-year panels were con-
structed covering income years 1985-1992 for the United
States and 1990-1997 for Germany and the United
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Table2.8. Estimated impact on poverty persistence over threeyearsof individual

and family characteristics and country of residence’ (ECHP countriesonly)
Percentage rates implied by multivariate logistic regressions®

Exit rate (annual) Permgnent-income Always poor given
poor given ever poor ever poor
@ 2 ©)
Refer ence per son® 50.3 37.1 14.4
Age of person (reference person = working age)
Child (lessthan 18 years) 45.0%** 42.9%** 17.6%**
Retirement age (older than 65 years) 52.8* 33.4%** 13.1
Age of head (reference per son = 31-50 years)
Young adult (30 years or younger) 55.0%** 33.3*** 12.0%**
Older working age (51-65 years) 51.5 35.5* 136
Retirement age (older than 65 years) 46.4%** 36.9 14.8
Education of head (reference per son = medium)
Low (lessthan upper secondary degree) 43.7%** 46.8*** 20.8x**
High (tertiary degree) 57.0%** 30.5%** 12.7*
Number of workersin household (reference person = one)
None 48.3*** 48.4%** 21.8x**
Two or more 52.4* 23.7*%** 9.3%**
Family structure (reference per son = two adults with children)
Single adult, no children 45.4%** 36.7 16.9***
Two adults, no children 52.4* 30.8%** 12.6%**
Single adult with children 52.9*%* 31.8x** 12, 1x**
Other family types 53.3*%** 355 13.0%**
Extreme case”
Child in family with low education head and no workers 36.8*** 64.1%** 35.7x**
Country (reference person = ECHP average)
Belgium 54.0* 25, 2%x* 11.0%**
Denmark 66.5%** 17.0%** 5.0%**
France 51.6 34.0%* 125
Germany 40.2%** 44.6%** 20.5%**
Greece 45.3*** 4] 4x** 18.0%**
Ireland 62.1%** 24 5% ** 4.1x**
Italy 44.8*** 42, 1x** 20.7%**
Luxembourg 54.6 31.9 11.3
Netherlands 54.9** 48.9*** 15.8**
Portugal 39.6%** 51.3*** 24, 9***
Spain 53.6*** 33.8%** 12, 1%**
United Kingdom 64.4%** 27.7%** 7.7%x*
Number of observations 30081 26 256 26 256
Log likelihood —20051.7 -17073.4 -13031.0
Likelihood ratio test for all coefficients [Chi-square (24)] 1094.0%** 1937.3*** 1797.3***
Likelihood ratio test for country effects [Chi-square (11)] 626.1*** 772.5%** 954.1%**
Relative variation of adjusted country effects® 1.04 1.27 116
Correlation of adjusted and unadjusted country effects’ 0.95 0.80 0.91

ECHP: European Community Household Panel.

* ** and *** denote differences from the reference person that are statistically significant at 10%, 5% and 1% levels respectively.

a) Characteristics measured in the first sample year.

b) Fitted probabilities from logistic regression models estimated by maximum likelihood using data for 1993-1995.

c) The reference person is a working-age adult living in a family with two adults and children. The household contains one worker and its head has a medium-level
education and i s between the ages of 31 and 50 years. The reference person is allocated across ECHP countries according to their population wei ghts.

d) The extreme case differsfrom the reference person by the characteristics indicated.

e) Ratio of the coefficient of variation for the adjusted country effects to the coefficient of variation for the unadjusted country effects.

f) Unadjusted country effects are cross-country differences in mean values of the three poverty measures. Adjusted country effects are differences in the fitted poverty
measures for a reference person as defined in note c).

Sources: ECHP, waves 1994, 1995 and 1996.
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Kingdom; the data for Canada were limited to a six-year
panel covering income years 1993-1998.

The choice of sample years was dictated by several
practical considerations. Primary among these was the
comparability of the results in terms of panel duration and
economic conditions during the analysis years. As noted
earlier, the American PSID data are available through
income year 1996. However, due to changes in survey pro-
cedures and data processing delays, the data for income
years 1993-1996 are not fully comparable to data from the
earlier years. As aresult of these PSID data issues,
a1990s American panel that is comparable to the German
and British panelsis not feasible. To the extent that poverty
dynamics in the United States changed between the 1980s
and 1990s, this may pose problems of comparability. How-
ever, tabulations from the US Census Bureau and other
sources suggest that the poverty rate was not that different
in the United States between the late 1980s and the mid to
late 1990s, which suggests that using American data from
the earlier period is not too problematic.?”

Asnoted earlier, household income data in the CNEF
files are available in “pre-fisc” and “post-fisc” forms. Pre-
fisc (market) income is income prior to the payment of
direct taxes or receipt of public transfers. Post-fisc (dispos-
able) income refers to income net of direct taxes paid and
public transfers received. This latter variable provides an
income definition that is essentially identical to the ECHP
income variable. For both income variables, household size
and associated economies of scale in consumption are
incorporated by dividing income by the OECD modified
equivalence scale. Individuals are identified as being in
poverty if their family’s equivalent disposable income falls
below 50% of the median of the distribution of equivalent
disposable income in their country of residence. The same
threshold, based on the distribution of equivalent dispos-
able income, is used to define the poverty line for calcula
tions involving disposable and market income. The CNEF
files dso provide detailed information on employment and
family characteristics, which are exploited below.

B. Poverty incidence and duration

Table 2.9 displays poverty rates and the incidence of
permanent-income and short-term poverty, with separate
panels for the total population and individuals in working-
age and retirement-age households.?® In general, post-fisc
poverty is lowest in Germany, followed by Canada, the
United Kingdom, and the United States.>” The impact of
the tax and transfer system is quite large in Germany and
Canada. In Germany, for the population as a whole, the
poverty rateis higher by about a factor of three when mar-
ket (pre-fisc) income is used compared with disposable
(post-fisc) income. Most of this difference arises within

the German retirement-age population: the annual average
poverty rate is higher by afactor of ten when the pre-fisc
measure is compared with post-fisc income. Poverty in
the United Kingdom and the United States also is higher
when measured in pre-fisc terms than in post-fisc terms,
although the difference for these two countriesis not as
pronounced as it is for Germany and Canada. In the
United States, the tax and transfer system has almost no
effect on poverty rates for individuals in working-age
households. However, for individuals in retirement-age
households, public redistribution reduces poverty morein
the United States than in the United Kingdom. Despite the
substantial redistributional effects of public taxes and trans-
fers for retirement-age househol ds, poverty rates based on
post-fisc income are higher for individuals in retirement-
age households than for individuals in working-age
households in all of these countries except Canada.

Table 2.9 also indicates that the incidence of poverty
is high in the United Kingdom and the United States, with
about 30-40% of the population experiencing at least one
year of poverty during the 8-year panel, depending on
which income measure is used. Poverty incidence is
lower in Canada and Germany, although these countries
exhibit an especially high incidence of poverty among
individuals in retirement-age households based on the
pre-fisc income measure.

The final two columns of Table 2.9 provide an initial
indication of the extent of poverty persistence in the four
countries. In general, the share of “dways-poor” individuals
relative to the average annual poverty rateislow in Germany
and the United Kingdom, although not when using the pre-
fisc income measure in Germany. The share of “always-
poor” individuals is higher in the United States and Canada
than in the other two countries. Using the post-fisc income
measure, the ratio of “aways poor” to the annual poverty
rate ranges from a low of about 15% in the United Kingdom
to a high of 27% in the United States. Perhaps most striking
is the high incidence of permanent-income poverty relative
to the average annual poverty rates in all four countries. The
number of individuas whose long-term average incomefalls
below the average poverty threshold is about 45% to 100%
as large as the number of poor individualsin a given yesr,
depending on the country and theincome measure used. This
indicates the importance of developing measures of poverty
persistence that incorporate income streams accruing over
periods longer than one yesr.

Table 2.10 displays entry and exit rates from poverty,
with separate panels for individuals in working-age and
retirement-age households. These rates are calcul ated asthe
incidence of transition relative to the “at risk” population.
In general, higher poverty rates are associated with higher
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—— Table2.9. Alternative poverty ratesin thelonger panels: Canada, Germany, the United Kingdom ——
and the United States

A. Total population

Permanent-income

Annual poverty rate? Poor at least once Always poor
Number of individual€ poverty Yo poverty®
Percentages

Canada, 1993-1998

Post-fisc 29883 11.5 23.8 3.0 8.3

Pre-fisc 29 883 24.7 38.3 12.7 20.6
Germany, 1990-1997

Post-fisc 5491 9.6 174 1.0 4.1

Pre-fisc 5491 27.7 38.8 12.9 19.9
United Kingdom, 1990-1997

Post-fisc 8179 15.1 312 2.2 9.8

Pre-fisc 8179 20.1 48.4 2.7 12.4
United States, 1985-1992

Post-fisc 6243 16.8 34.0 4.5 12.5

Pre-fisc 6243 21.0 38.2 7.6 16.0

B. Working-age population®

Permanent-income

Annual poverty rate® Poor at least once Always poor
Number of individuals* povery v poverty®
Percentages

Canada, 1993-1998

Post-fisc 24 803 12.4 25.0 3.3 9.0

Pre-fisc 24 803 19.8 328 8.1 14.9
Germany, 1990-1997

Post-fisc 4301 9.4 175 0.9 4

Pre-fisc 4301 16.1 24.9 3.3 7.3
United Kingdom, 1990-1997

Post-fisc 6441 14.7 30.4 24 9.6

Pre-fisc 6441 18.3 47.4 21 10.7
United States, 985-1992

Post-fisc 5137 15.7 339 3.9 119

Pre-fisc 5137 15.9 33.0 4.8 12.0

C. Retirement-age population

Annual poverty rate” Poor at least once Always poor Permanent-income

Number of individual€ poverty®
Percentages

Canada, 1993-1998

Post-fisc 3650 6.9 12.7 0.4 2.7

Pre-fisc 3650 54.3 68.1 45.0 56.6
Germany, 1990-1997

Post-fisc 982 9.9 16.4 1.6 4.7

Pre-fisc 982 67.9 84.3 50.2 66.8
United Kingdom, 1990-1997

Post-fisc 1397 15.1 33.9 2.0 11.5

Pre-fisc 1397 24.6 52.3 52 19.8
United States, 1985-1992

Post-fisc 863 18.8 38.6 85 175

Pre-fisc 863 39.1 68.8 24.2 40.0

a) Number of persons present in all waves of the panel data. The larger number of observations availablein the separate cross-sectional samples for each year was used to
caculate annual poverty rates.

b) The poverty rate isthe number of individuals having equivalent household disposable income below 50 per cent of the median equivalent household disposable income.
Thisiscalculated separately for each year and then averaged.

c) Percentage of the sample for whom average (equivalent) income falls below the average poverty line over the indicated period i.e., the sum of equivalent income is less
than the sum of the poverty threshold income.

d) Datarefer to Great Britain only.

e) Head of household 15 to 64 years of age (throughout the panel).
Head of household 60 years or older (throughout the panel).

Source:  Canada: SLID; Germany: GSOEP; United Kingdom: BHPS; United States: PSID.
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—— Table2.10.

Grossrates of entry and exit and average duration of poverty: Canada, Ger many,

the United Kingdom, and the United States

A. Working-age population®

Annud poverty rate

Yearly rate of entry®

Yearly rate of exit®
Average duration®

Percentages

Canada, 1993-1998

Post-fisc 124 4.5 337 2.6

Pre-fisc 19.8 5.0 241 31
Germany, 1990-1997

Post-fisc 94 2.7 450 1.9

Pre-fisc 16.1 34 249 2.6
United Kingdom,® 1990-1997

Post-fisc 147 53 345 23

Pre-fisc 183 9.1 39.0 2.0
United States, 1985-1992

Post-fisc 15.7 51 30.0 25

Pre-fisc 15.9 5.0 26.8 25

B. Retirement-age population

Annud poverty rate

Yearly rate of entry®

Yearly rate of exit®

Average duration®
Percentages

Canada, 1993-1998

Post-fisc 6.9 2.2 51.4 18

Pre-fisc 54.3 10.5 6.0 4.9
Germany, 1990-1997

Post-fisc 9.9 24 39.0 22

Pre-fisc 67.9 17.2 6.4 54
United Kingdom,® 1990-1997

Post-fisc 151 6.2 342 22

Pre-fisc 24.6 10.4 30.0 24
United States, 1985-1992

Post-fisc 18.8 6.4 17.9 3.0

Pre-fisc 39.1 14.1 114 38

a) Head of household 15 to 64 years of age (throughout the panel).

b) Number of persons entering poverty between t and t + 1, as a share of the population not in poverty in t, averaged over the period.
¢) Number of poor int who exit poverty int + 1, as ashare of the population in poverty int, averaged over the period.

d) Average length of poverty spellsfor spells of positive duration (years).
e) Datarefer to Great Britain only.
f) Head of household 60 years or older (throughout the panel).

Source:  Canada: SLID; Germany: GSOEP; United Kingdom: BHPS; United States: PSID.

entry rates, lower exit rates, and corresponding longer
average duration. The main exception to this pattern is
found for individuals in working-age households in the
United Kingdom based on pre-fisc income (Panel A, sixth
row). For example, the annual poverty rate for this group
is somewhat higher than the corresponding rates (post-
fisc and pre-fisc) for the same group in the United States.
However, the entry and exit rates for this group in the
United Kingdom are high and the average duration of
poverty is low compared to the corresponding figures for
the United States. This finding suggests that poverty
based on the market income distribution is a more transi-
tory phenomenon in the United Kingdom than in the United
States. The impact of direct taxes and transfer payments on

poverty dynamics also varies, particularly for the working-
age population. For this group, post-fisc poverty is less
persistent than pre-fisc poverty in Canada and Germany,
about equally persistent in the United States, and
somewhat more persistent in the United Kingdom.

Table 2.11 provides a breakdown of spell durations
similar to that from Table 2.3 for the ECHP data, for the
working-age and retirement-age popul ations. However,
given the longer time span of the CNEF files, the poverty
spells here are divided into more duration categories. In
addition, the measure of duration is a standard spell-based
measure, rather than a person-based measure: spells are
defined as continuous time spent in poverty (with multiple
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—Table2.11. Poverty spell durationsfor personsever poor: Canada, Germany, the United Kingdom ———
and the United States

Percentages

A. Working-age population®

Annual Share of poverty spellslasting:” Share of total years in poverty for spells lasting:”
poverty rate
1year 2to3years 4to6years 7to8years 1year 2to3years 4to6years 7to8years

Canada, 1993-1998

Post-fisc 124 59.3 29.1 116 - 221 285 495 -

Pre-fisc 19.8 52.3 30.6 17.1 - 154 23.0 61.7 -
Germany, 1990-1997

Post-fisc 9.4 65.4 21.3 7.8 55 339 24.9 19.2 22.0

Pre-fisc 16.1 44.7 317 12.6 11.0 16.9 27.4 225 332
United Kingdom,® 1990-1997

Post-fisc 14.7 48.7 314 117 8.3 214 31.6 224 24.5

Pre-fisc 18.3 58.0 275 9.1 5.4 29.3 32.0 20.3 18.4
United States, 1985-1992

Post-fisc 15.7 46.3 28.4 14.4 10.9 18.7 26.4 24.8 30.1

Pre-fisc 159 452 29.3 12.7 12.8 17.7 26.3 21.2 34.8

B. Retirement-age population®
Annual Share of poverty spellslasting:® Share of total yearsin poverty for spells lasting:”
poverty rate
1year 2to3years 4to6years 7to8years 1year 2to3years 4to6years 7to8years

Canada, 1993-1998

Post-fisc 6.9 72.1 23.0 4.9 - 395 305 30.0 -

Pre-fisc 54.3 26.5 23.0 50.5 - 34 6.8 89.8 -
Germany, 1990-1997

Post-fisc 9.9 60.1 231 10.0 6.8 279 24.4 227 25.0

Pre-fisc 67.9 18.6 15.4 14.4 51.6 35 7.0 131 76.5
United Kingdom,® 1990-1997

Post-fisc 151 52.7 27.6 13.6 6.0 232 28.9 28.6 19.3

Pre-fisc 24.6 49.8 27.1 14.2 9.0 20.0 25.9 27.1 27.0
United States, 1985-1992

Post-fisc 18.8 48.3 19.9 13.6 18.2 154 15.0 20.8 48.8

Pre-fisc 39.1 36.0 21.9 12.2 29.9 9.0 131 151 62.8
— Not applicable.

a) Head of household 15 to 64 years of age (throughout the panel).

b) Poverty spell duration measured as consecutive years in poverty (individuals may have repeat spells).

c) Datarefer to Great Britain only.
d) Head of household 60 years or older (throughout the panel).

Source:  Canada: SLID; Germany: GSOEP; United Kingdom: BHPS; United States: PSID.

spells possible per person), rather than total years spent in
poverty for each person (as in the earlier analyses of short-
term poverty). The left-side pandl, which decomposes spells
by duration, indicates that most spells are of short duration in
all four countries. Spells of one year account for about 35-
65% of all spells (excluding severa figures for the retire-
ment-age population). In generd, higher poverty ratesimply
a greater incidence of long spells.

Despite the high share of short spells among total
spells, the right-side panel of Table 2.11 shows that the
total amount of time spent in poverty is quite heavily
weighted towards long spells. Using the pre-fisc
income measure for individuals in working-age house-
holds (Panel A), about one-third of the total time spent
in poverty in Germany and United States is spent in

spells of 7-8 years. The corresponding share for post-
fisc income is only slightly lower in the United States,
but falls to approximately one-fifth in Germany. In
Canada, about half or more of the total time in poverty
is spent in spells of 4 to 6 years (the upper limit in the
SLID panel).

C. Long-term poverty transitions and repeat spells

In analyses above, a “ permanent-income’ measure
of poverty was used, based on smoothing yearly income
receipts over periods longer than a year. This measure
serves the dual purpose of averaging out transitory
income fluctuations and accounting for the poverty gap,
or amount by which income falls short of the poverty
threshold. As such, the permanent-income poverty measure
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provides a more accurate indication of the burden of per-
sistently low income than do standard measures based
purely on yearly income.

The permanent-income poverty measure also relates
to the incidence of repeat spells. Using a standard spell-
based measure of poverty experience, an individual who
isin poverty for 3 years, out for 1 year, and then back in
for 4 years would be recorded having two spells of pov-
erty, lasting 3 and 4 years. However, this pattern suggests
persistent poverty in living standards over the entire
period. To fully understand the persistence of poverty, an
assessment of the incidence of repeat spellsis necessary.
Alternatively, one can examine “permanent exits’ from
poverty, defined as a poverty exit in ayear that is not fol-
lowed by a return spell of poverty.

Table 2.12 displays tabul ations of (total) yearly exits,
repeat spells, and permanent exits. The second column of
the table displays standard exit rates, as defined in
Table 2.10. In order to allow repeat spells to be observed,
the sample for estimation of these rates is restricted to
years 2-4 of each country panel (and years 2-3 in Canada,
for which only six years of data are available). Exits fol-
lowed by repeat spells are thus possible during 6 years of
the 8-year panels, and choosing the first three measured
exit years allows for asignificant number of repeat spellsto
occur.3? The third column of Table 2.12 lists the incidence
of repeat spells, which are calculated as a share of exitsin
each year of this restricted sample. The final column lists
the permanent exit rate, as defined in the preceding
paragraph, calculated as a share of individuals in poverty.

The results in Table 2.12 indicate that less than one-
half of exits from poverty are permanent in the sense that
they do not result in areturn to poverty within arelatively
short time frame. Probably the most striking finding is the
uniformity of this result across countries and the two
income measures. For the three countries with 8-year pan-
els, among individuals exiting poverty in a given year,
about 55% to 65% of individuals from working-age
househol ds and about 65% to 85% of individuals from
retirement-age households will return to poverty within 3
to 6 years. The incidence of repeat spellsis more limited
in the Canadian panel, but thisis largely due to this
panel’s shorter length. Thus, as the final column of the
table indicates, the share of the poverty population whose
income prospects improve significantly from one year to
the next is quite low. For example, within the working-
age population in each country, only 10% to 20% of the
poverty population in each year leaves poverty without
returning within the next 2 to 6 years.

The importance of repeat spells, as documented in
Table 2.12, suggests that the burden of poverty is best

understood by focusing on total time spent in poverty
rather than consecutive years. The tabulations displayed in
Table 2.13 illustrate this point by comparing poverty dura-
tion figures based on these alternative measures of dura-
tion, using the post-fisc income measure. In general,
measuring poverty duration as total years per person rather
than continuous spell lengths increases the average dura-
tion dightly for Canada but about a year for the three other
countries, for which 8-year panels are available; this repre-
sents a substantial increase relative to a continuous-spell
average of about 2 to 3 years. Thefinal two columns of the
table show that the share of poverty durations of 4 years or
more is substantially higher when poverty duration is mea
sured as total years per person rather than continuous spell
lengths. The impact of repeat spells on total years would be
even greater if alonger period were analysed.

Using the continuous spell measure of poverty,
Table 2.14 provides information on how the burden of
poverty is distributed across individuals in households
with different degrees of employment attachment or dif-
ferent family structures. The sampleis again restricted to
individuals from working-age households, and post-fisc
income is used. The characteristics are defined in the first
year of the panel. The results indicate that the burden of
poverty —as measured by average poverty rates, average
time in poverty, and the share of total time spent in
poverty —falls heavily on households with no worker and
households with a single adult and children present. For
example, the share of total time in poverty accounted for
by households consisting of asingle adult with childrenis
about two to three times as great as that group’s popul a-
tion share in each of the four countries. Some important
variation is evident across countries, however. Compared
to the other three countries, a much larger proportion of
poverty time in the United States is accounted for by indi-
viduals from families with one of more workers at the
start of the panel: 77.4% in the United States, versus
48.0% in Canada, 58.1% in Germany and 49.5% in the
United Kingdom. This result suggests that poverty is a
greater problem among working families in the United
States, and that policies to lift the earnings prospects of
low-paid workers may be more effective there than in
Canada, Germany or the United Kingdom.

D. Econometric models of expected duration
and permanent-income poverty

The preceding analyses have identified important
relationships between household and individual character-
istics and the expected duration and severity of poverty
experiences. In addition, the results in Tables 2.12-2.13
indicated that due to the incidence of repeat poverty spells,
poverty persistence is better represented by total timein
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—— Table2.12. Repeat poverty spellsand permanent exits:? Canada, Ger many, the United Kingdom ——
and the United States

A. Working-age population®

. d .
Number of observations Y(:‘>ar|(?;:)exnsD Repe?;)s)pells Yearly per(lj;)e;nent exits®
Canada, 1993-1998
Post-fisc 5597 34.8 43.8 19.6
Pre-fisc 9879 24.2 39.2 14.7
Germany, 1990-1997
Post-fisc 506 420 57.0 18.1
Pre-fisc 982 24.7 50.9 12.1
United Kingdom,’ 1990-1997
Post-fisc 2603 333 55.9 14.7
Pre-fisc 2629 34.2 66.6 114
United States, 1985-1992
Post-fisc 2528 29.8 52.8 14.1
Pre-fisc 2251 29.6 59.6 12.0

B. Retirement-age population?

. d .
Number of observations Yearl(z% ()exn§ Repe?;)s)pells Yearly per(lj;)e;nent exits®
Canada, 1993-1998
Post-fisc 405 525 24.0 39.9
Pre-fisc 4263 6.4 54.2 29
Germany, 1990-1997
Post-fisc 154 40.6 64.9 14.3
Pre-fisc 1766 7.0 83.8 11
United Kingdom,” 1990-1997
Post-fisc 578 37.0 70.6 10.9
Pre-fisc 1005 322 74.8 8.1
United States, 1985-1992
Post-fisc 455 19.0 77.8 4.2
Pre-fisc 977 12.4 83.1 21

a) Figurestabulated based on first half-sample; see text for explanation.
b) Head of household 15 to 64 years of age (throughout the panel).

c) Calculated as a share of the population in poverty.

d) Calculated as a share of exits.

e) Exits not resulting in a repeat spell, cal culated as a share of the population in poverty.

f) Datarefer to Great Britain only.
g) Head of household 60 years or older (throughout the panel).

Source:  Canada: SLID; Germany: GSOEP; United Kingdom: BHPS; United States: PSID.

poverty (including the incidence of permanent-income pov-
erty) than by the more standard measure of continuous pov-
erty duration. To further identify the relationships between
key characteristics and the persistence of poverty, multi-
variate regression models are estimated. These analyses
complement the short-panel regression analyses by provid-
ing information regarding how the modelled characteristics
affect expected poverty duration over longer periods. The
sample periods are the same as those used for the preceding
long-panel analyses, which included eight-year panels for
Germany, the United Kingdom, and the United States, and
a six-year panel for Canada.

The models estimated are ordered logit models for
total time in poverty, and bivariate logit models for the

incidence of permanent-income poverty. Ordered models
are used to estimate the relationship between a set of
explanatory variables and an outcome variable whose val-
ues can be represented as a limited number of discrete
integers. These integer categories represent the realised
categorical outcomes for an unobserved continuous
(latent) variable, with higher integer values corresponding
to higher values of the latent variable. In the context of
total years in poverty, the latent variable can be thought of
as cumulative time in poverty, with the realised values
corresponding to observed years in poverty. The depen-
dent variable used here includes zero years in poverty asa
separate category, thereby ranging in value from zero to eight
(six for Canada). The estimated coefficients indicate the
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Table2.13. Distribution of continuous spells and total timein poverty: Canada, Ger many,

the United Kingdom and the United States
Post-fisc income

A. Working-age population?

Share of total yearsin poverty for periods of:
Average duration®

1year 2to 3years 410 6 years 7 to 8years

Canada, 1993-1998

Continuous spells® 2.6 221 285 495 -

Total time* 2.8 12.2 283 59.6 -
Germany, 1990-1997

Continuous spells°® 1.9 339 24.9 19.2 22.0

Total time* 2.8 14.6 27.1 29.6 28.7
United Kingdom,® 1990-1997

Continuous spells® 23 214 316 224 24.5

Total time* 34 8.1 22.7 359 334
United States, 1985-1992

Continuous spells® 25 18.7 26.4 24.8 30.1

Total time* 35 8.6 184 346 384

B. Retirement-age population
Share of total yearsin poverty for periods of:
Average duration®
1year 2to 3years 410 6 years 7to 8years

Canada, 1993-1998

Continuous spells® 18 395 30.5 30.0 -

Total time* 2.0 277 34.9 374 -
Germany, 1990-1997

Continuous spells® 2.2 279 24.4 22.7 25.0

Total time 33 9.2 19.5 37.3 34.0
United Kingdom,® 1990-1997

Continuous spells°® 22 232 289 28.6 19.3

Total time* 36 7.3 215 386 326
United States, 1985-1992

Continuous spells® 29 154 15.0 20.8 48.8

Total time 41 5.7 16.1 235 54.8
— Not applicable.

a) Head of household 15 to 64 years of age (throughout the panel).

b) Average number of yearsin poverty for those with poverty experience.

c) Poverty spell duration measured as consecutive years in poverty (individuals may have repeat spells).
d) Poverty duration measured astotal years in poverty during the period.

e) Datarefer to Great Britain only.

f) Head of household 60 years or older (throughout the panel).

Source:  Canada: SLID; Germany: GSOEP; United Kingdom: BHPS; United States: PSID.

effects of the explanatory variables on the probability of
observing an outcome in categories indexed by higher
rather than lower integer values. Because zero years in
poverty is included as a separate category, the estimated
coefficients indicate the effects on poverty incidence and
poverty duration. The estimated coefficients are then
used to predict expected total yearsin poverty for indi-
viduals with different characteristics. The incidence of
permanent-income poverty is modelled using a bivariate
logit model similar to that used for the regression anal-
yses of short-run poverty, and the estimated coefficients
are used to fit probabilities of permanent-income pov-
erty for individuals defined by specified combinations of

characteristics. The explanatory variables are identical
to those used in the regression analyses from the short-
run panels: age of the individual and household head,
the head’s educational attainment, number of workersin
the household, family structure, and country. Both
models are estimated using maximum likelihood.?!

Panels A-D of Table 2.15 list the regression results
for Canada, Germany, the United Kingdom, and the United
States, respectively. The results largely confirm those from
the short-panel regression analyses of exit rates and the
probabilities of permanent-income poverty and always-
poor status, as displayed in Table 2.8. Individuals who are
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Table2.14. Poverty ratesand timein poverty by work and family characteristics®®
Working-age population,® post-fisc income

Sample share Annua poverty rate 'L\i\éegg?lzgynge Shairﬁ (;L\tl(;tgl y;' me
Canada, 1993-1998 100.0 10.6 29 100.0
Work attachment
No worker 145 38.6 38 51.9
One worker 41.2 8.6 25 33.2
Two workers or more 43 33 20 14.8
Family type
Single adult, no children 5.6 20.1 39 10.2
Two adults, no children 19.2 5.0 23 9.3
Single adult, children 104 230 33 224
Two adults, children 60.8 9.2 2.8 52.9
Other 40 13.1 26 5.2
Germany, 1990-1997 100.0 6.0 2.8 100.0
Work attachment
No worker 7.4 34.0 34 42.0
One worker 57.6 51 27 48.7
Two workers or more 35.0 1.6 1.6 9.4
Family type
Single adult, no children 11.9 10.3 31 20.4
Two adults, no children 11.2 34 29 6.4
Single adult, children 9.7 18.3 33 29.6
Two adults, children 62.1 37 23 38.0
Other 51 6.7 24 5.7
United Kingdom,’ 1990-1997 100.0 12.9 34 100.0
Work attachment
No worker 13.7 47.1 48 50.5
One worker 2.2 11.4 2.8 37.1
Two workers or more 4.2 0.0 23 12.4
Family type
Single adult, no children 4.1 124 34 4.0
Two adults, no children 15.7 53 29 5.9
Single adult, children 9.6 35.6 44 26.9
Two adults, children 68.6 11.6 32 62.0
Other 21 8.0 22 1.2
United States, 1985-1992 100.0 14.5 35 100.0
Work attachment
No worker 6.4 54.5 54 24.6
One worker 48.8 16.2 35 54.4
Two workers or more 4.8 7.0 2.6 21.0
Family type
Single adult, no children 9.5 137 31 89
Two adults, no children 12.3 6.5 31 53
Single adult, children 1.4 36.4 47 294
Two adults, children 65.5 12.4 33 55.4
Other 14 11.1 21 1.0

a) Characteristics defined at the beginning of the period.

b) Sample restricted to persons present in all waves.

¢) Head of household 15 to 64 years of age (throughout the panel).
d) Average number of years for those with poverty experience.

e) Shareof total timein poverty by individual s with the indicated characteristics; figures sum to 100% across work or family type categories.

Datarefer to Great Britain only.

Source:  Canada: SLID; Germany: GSOEP; United Kingdom: BHPS; United States: PSID.

children and are from families in which the head is young,
has low educational attainment, is single, and in which
there are few workers face more years in poverty and a
greater probability of permanent-income poverty than do
other individuals. The number of workers in the family has

the most pronounced effect on the poverty outcomes listed.
In contrast to the short-panel anayses, however, individu-
alsin families headed by a single adult with children face
significantly higher poverty risks than do individualsin
two-parent families. Children face greater risks of poverty
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Table2.15a. Estimated effectsof individual and family characteristicson total time

in poverty and the probability of permanent-income poverty: Canada, 1993-19982
Estimates from multivariate regressions

Expected total timein poverty Permanent-income poor
(years)® (probability as percentage rate)®

Refer ence per son? 05 6.3
Age of person (reference person = working age)

Child (lessthan 18 years) 0.6** 6.6

Retirement age (older than 65 years) 0.5 6.3
Age of head (reference per son = 31-50 years)

Young adult (30 years or younger) 0.7%** 7.6*

Older working age (51-65 years) 0.5 6.0

Retirement age (older than 65 years) 0.2%** 3.0r**
Education of head (reference per son = medium)

Low (lessthan upper secondary degree) 0.8*** 11.3%**

High (tertiary degree) 0.3*** 4.1x**
Number of workersin household (reference person = one)

None 1.7x** 30.3x**

Two or more 0.3*** 2.4%%*
Family structure (reference per son = two adults with children)

Single adult, no children 0.6* 6.8

Two adults, no children 0.3*** 1.9%**

Single adult with children 0.8*** 8.1**

Other family types 0.7*** 6.5
Extreme cases®

Child in family with young single head 1.Qxx* 10.1%**

Child in family with young single head, head low education, no workers in family 3.5%** 57.8***
Number of observations 20431 20431
Log likelihood -16 326.8 -4539.3

* ** and *** denote differences from the reference person that are statistically significant at 10%, 5% and 1% levels respectively.

a) Characteristics measured in the first sample year.

b) Based on fitted probabilities from an ordered logit model of total years spent in poverty (0 to 6), estimated by maximum likelihood.

c) Fitted probabilities from alogit model estimated by maximum likelihood.

d) The reference person is a working-age adult living in a family with two adults and children. The household contains one worker and its head has a medium-level
education and i s between the ages of 31 and 50 years.

e) The extreme cases differ from the reference person by the characteristics indicated.

Source:  SLID.
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Table 2.15b. Estimated effects of individual and family characteristicson total time

in poverty and the probability of permanent-income poverty: Germany, 1990-19972
Estimates from multivariate regressions

Expected total timein poverty Permanent-income poor
(years)® (probability as percentage rate)®

Refer ence per son? 0.2 12
Age of person (reference person = working age)

Child (lessthan 18 years) 0.2%** 2.0

Retirement age (older than 65 years) 0.1* 15
Age of head (reference per son = 31-50 years)

Young adult (30 years or younger) 0.4%** 23

Older working age (51-65 years) 0.1* 0.6

Retirement age (older than 65 years) 0.1* 0.4**
Education of head (reference per son = medium)

Low (lessthan upper secondary degree) 0.4%** 3.4x*

High (tertiary degree) 0.2%** 0.4*
Number of workersin household (reference person = one)

None 0.9%** 6.5%**

Two or more 0.1%** 0.1
Family structure (reference per son = two adults with children)

Single adult, no children 0.2 19

Two adults, no children 0.1%** 0.7

Single adult with children 0.4%** 4.0%**

Other family types 0.2 0.7
Extreme cases®

Child in family with young single head 1.1%** 11.8%**

Child in family with young single head, head low education, no workers in family 4. 7x** 68.3***
Number of observations 5490 5490
Log likelihood -3736.3 —697.6

* ** and *** denote differences from the reference person that are statistically significant at 10%, 5% and 1% levels respectively.

a) Characteristics measured in the first sample year.

b) Based on fitted probabilities from an ordered logit model of total years spent in poverty (0 to 8), estimated by maximum likelihood.

c) Fitted probabilities from alogit model estimated by maximum likelihood.

d) The reference person is a working-age adult living in a family with two adults and children. The household contains one worker and its head has a medium-level
education and i s between the ages of 31 and 50 years.

e) The extreme cases differ from the reference person by the characteristics indicated.

Source:  GSOEP
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Table 2.15c. Estimated effects of individual and family characteristics on total time

in poverty and the probability of permanent-income poverty: United Kingdom,? 1990-1997°
Estimates from multivariate regressions

Expected total timein poverty Permanent-income poor
(years)® (probability as percentage rate)?

Refer ence per son® 0.7 49
Age of person (reference person = working age)

Child (lessthan 18 years) 1.Qx** 7.5%%*

Retirement age (older than 65 years) 0.8 9.8x*
Age of head (reference per son = 31-50 years)

Young adult (30 years or younger) 1.5x** 11.0%**

Older working age (51-65 years) 0.6** 2.7x**

Retirement age (older than 65 years) 0.4*** 1.5x**
Number of workersin household (reference person = one)

None 2.5x** 35.4%**

Two or more 0.3*** 1.0%**
Family structure (reference per son = two adults with children)

Single adult, no children 0.6* 48

Two adults, no children 0.3*** 1.5x**

Single adult with children 1.1x** 54

Other family types 0.3*** 0.8%**
Extreme cases’

Child in family with young single head 2.gx** 17.7%**

Child in family with young single head, no workersin family 5.6*** 69.6%**
Number of observations 8127 8127
Log likelihood -8 695.2 -1743.0

* ** and *** denote differences from the reference person that are statistically significant at 10%, 5% and 1% levels respectively.

a) Datarefer to Great Britain only.

b) Characteristics measured in the first sample year. Data include no information on the househol d head's educational attainment.

c) Based onfitted probabilities from an ordered logit model of total years spent in poverty (0 to 8), estimated by maximum likelihood.

d) Fitted probabilities from alogit model estimated by maximum likelihood.

€) The reference person is a working-age adult living in a family with two adults and children. The household contains one worker and its head is between the ages of
31 and 50 years.

f) The extreme cases differ from the reference person by the characteristics indicated.

Source:  BHPS
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Table 2.15d. Estimated effects of individual and family characteristicson total time

in poverty and the probability of permanent-income poverty: United States, 1985-19922
Estimates from multivariate regressions

Expected total timein poverty Permanent-income poor
(years)® (probability as percentage rate)®

Refer ence per son? 11 8.3
Age of person (reference person = working age)

Child (lessthan 18 years) 1.5%** 14.4%**

Retirement age (older than 65 years) 12 8.8
Age of head (reference per son = 31-50 years)

Young adult (30 years or younger) 2.0x** 16.6%**

Older working age (51-65 years) 0.8*** 6.3

Retirement age (older than 65 years) 0.7x** 52
Education of head (reference per son = medium)

Low (lessthan upper secondary degree) 2.5x** 25.5%**

High (tertiary degree) 0.5x** 2.7%x*
Number of workersin household (reference person = one)

None 2.9%** 32.9%**

Two or more 0.6%** 3.3F**
Family structure (reference per son = two adults with children)

Single adult, no children 11 79

Two adults, no children 0.5x** 2,9%**

Single adult with children 1.8x** 17.1%**

Other family types 11 3.4*
Extreme cases®

Child in family with young single head 3.5%** 45.5%**

Child in family with young single head, head low education, no workers in family 7.0 ** 94.5%**
Number of observations 6143 6143
Log likelihood -6 825.4 -1561.7

* ** and *** denote differences from the reference person that are statistically significant at 10%, 5% and 1% levels respectively.

a) Characteristics measured in the first sample year.

b) Based on fitted probabilities from an ordered logit model of total years spent in poverty (0 to 8), estimated by maximum likelihood.

c) Fitted probabilities from alogit model estimated by maximum likelihood.

d) The reference person is a working-age adult living in a family with two adults and children. The household contains one worker and its head has a medium-level
education and i s between the ages of 31 and 50 years.

e) The extreme cases differ from the reference person by the characteristics indicated.

Source:  PSID.
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in general in all four countries, although the effect is small
in Canada and Germany. The table also lists poverty risks
for individuals with combinations of characteristics that all
increase the risk. The first extreme case —a child in afam-
ily with a young single head — combines adverse demo-
graphic characteristics, which leads to a substantial net
increase in poverty risk. The inclusion of earnings-related
characteristics in the final row —head's education and the
number of workers in the household — is associated with
especially large increases in poverty risks. In each of the
four countries, an individua defined by the complete set of
extreme (poverty-inducing) characteristicsis very likely to
spend more than half of the sample period in poverty and
faces a risk of permanent-income poverty that is greater
than 50%. In the United States, such an individua islikely
to spend 7 of the 8 sample yearsin poverty and aimost cer-
tainly face along-term living standard that is below the
poverty threshold on average.

Conclusions

The chapter’s analysis of poverty dynamics suggests
an overall paradox that has important implications for
policy making: poverty is both fluid and characterised by
long-term traps. Most poverty spells are short and many
short spells appear to represent transitory set-backs for
persons with adequate income over the longer-term. How-
ever, the typical year spent in poverty is lived by persons
who experience multiple years of poverty — often as a
consequence of repeat spells— and whose long-term
incomes are less than one-half the national median value.
While relatively few persons are continuously poor for an
extended period of time, many of those observed in pov-
erty in agiven year are permanent-income poor. Although
the two faces of poverty are evident in all of the countries
analysed, countries with higher poverty rates as conven-
tionally measured (i.e. with respect to annual incomes),
are also characterised by greater poverty persistence.
Anti-poverty programmes need to reflect this fundamental
heterogeneity within the poverty population, while also
taking account of differences in national starting points.

Family structure, job status and other individual char-
acteristics are clearly related to the risks of falling into and
remaining in poverty. These relationships can inform pol-
icy design, but it is important to distinguish between tran-
sitions in labour market and demographic status that are
associated with poverty transitions, and enduring labour
market and demographic statesthat are associated with per-
sistent poverty. For example, although job loss and gain
appear to be associated with many poverty transitions,
female headship and low education appear to be more
strongly associated with persistent poverty. A complicating

factor is that countries differ significantly in the extent to
which poverty —especially persistent poverty —is concen-
trated on these “high-risk” groups, dueto variations in both
the strength of the association between these characteristics
and poverty risks and the sizes of these groups relative to
the total population. One important lesson that emerges is
that household types with above-average poverty rates can
nonetheless constitute a small share of the population of
concern for anti-poverty programmes. For example, per-
sons living in female-headed and single-parent househol ds
are everywhere a minority of the poverty population,
despite facing elevated risks. Consequently, in targeting
anti-poverty measures it is important not to focus exclu-
sively on “high-risk” populations. Households with a male
head and those with one or more workers do not show up
among the high-risk groups, yet they account for the major-
ity of the permanent-income poor population in
EU member states, Canada and the United States.

The empirical analyses show that changes in
employment status are associated with many poverty tran-
sitions and that the extent to which the working-age poor
— including the permanent-income poor — work is consid-
erably increased when intermittent work over amulti-year
period is taken into account. Thisisin line with the gen-
eral thrust of employment-oriented social policy, but aso
suggests that these policies should not be limited to the
objective of placing poor adults into jobs. Many of the
poor hold low-paid jobs or cycle between short-lived jobs
and non-employment, rather than being continuously
excluded from the labour market. Accordingly, an effec-
tive employment-oriented social policy should also pur-
sue the objects of insuring income adegquacy among
working households, improving employment retention
among poverty exiters, and helping low-paid workers to
move up job ladders. As regards income adeguacy, the
empirica analysis confirms the finding of earlier studies
that a more extensive welfare state, as well as directing a
greater share of social spending to low-income house-
holds, reduces poverty in a single year, but extend that
finding with evidence that these types of public transfers
also t end to decrease poverty persistence. When these
transfer payments take the form of in-work benefits, they
can also reinforce incentives for increased employment.
Much less is known about how to improve employment
retention or minimise low-pay traps [Freedman (2000)].
M easures targeted directly at low-income individuals in
low-paid or precarious jobs, such as access to training,
clearly deserve attention, but indirect measures encourag-
ing high levels of labour demand and better paying jobs
may also make an important contribution to an overall
strategy to ameliorate poverty.
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NOTES

1. This approach is standard in the research literature across the surveys. Observations corresponding to the low-

[see Oxley et al. (2000) and the sources cited there]. Study-
ing poverty dynamics at the level of individuals has two
advantages. The first advantage is normative: when assess-
ing the extent of poverty, larger families receive greater
weight than smaller families. The second advantage is ana-
lytical: the poverty status of individuas can be traced over
time, whereas it is often unclear how to define changes over

States. For these files, the CNEF staff have analysed and
recoded key variables to provide consistent definitions

income oversample for the United States and the foreign
oversample for Germany were excluded from the analyses
presented here. Note that the BHPS data do not include
Northern Ireland and that country references to the United
Kingdom in Section 11 of this chapter should be understood
asreferring to data for Great Britain only.

A ; ; . 9. Thiswill be the case if attrition affects the short-term poor
time in the poverty status of family units when family about as strongly as the persistently poor. A priori, it is not
structure changes (e.g. through marriage or divorce). clear which group would be the most difficult to track. The

. This scale was introduced by Hagenaars et al. (1994) and former are undergoing important changes in their economic
allocates a weight of 1.0 to the first adult in the household, status, which may be associated with events such as mar-
aweight of 0.5 to all additional household members aged riage and migration that reduce the probability of successful
14 years and over, and aweight of 0.3 to all children under re-interview. However, the latter will tend to be under
the age of 14 years. greater economic stress, which may interfere with continuing

. Household equivalised income has severa potentially survey participation.
important limitations as an estimate of potential consump- 10. Among the ECHP countries, underreporting of incomes
tion. First, it implicitly assumes that household resources appears to be greater in several southern countries. For this
are shared equally among all members of the household. and additional reasons, Eurostat (2000b) cautions against
Second, no account is taken of consumption not requiring making international comparisons of income levels estimated
market purchases, such as publicly funded consumption from the ECHP.

(e.g. health care or educational services available free of 11 Ajthough the American data are available through income
charge to all citizens) or consumption based on transfers year 1996, the data for income years 1993-1996 are based
made within extended families. on the PSID early-release files. These require more pre-

. Two limitations of the permanent-income poverty measure analysis and cleaning than the final-release PSID files. In
should be noted. First, families may not always be able to addition, the PSID switched to telephone and computer-
insulate current consumption levels from temporarily low aided survey techniques beginning in survey year 1993
incomes, even if income averaged over multiple years (income year 1992), which may have affected the pattern of
appears to be adequate. Second, the empirical analysis in income reporting. Examination of the PSID data revealed
this chapter uses simple averages of income over 3- to that the variance of income and measured poverty rates
8-year periods to estimate permanent income. A fuller anal- increased sharply beginning in the first year of the early-
ysis would adopt a longer time horizon, incorporate time release files (income year 1993), which suggests lack of
discounting and differentiate between predictable and panel comparability across the final-release and early-release
unpredictable changes in income. files.

. Using a long panel from the United States, Stevens (1999) 12. Inall of the sample countries, business-cycle conditions are
found that many individuals who exit poverty undergo roughly similar during the periods considered, correspond-
repeat spells within arelatively short time frame. Ing to an economic expansion.

. For example, Oxley et al. (2000) andysed datafor only six, ~ 13. See Sen (1976) for discussion. Letting H = the headcount
relatively high-income OECD countries: Canada, Germany, (percentage of the population in poverty), | = the percent-
the Netherlands, Sweden, the United Kingdom and the age average poverty income gap, and G = the Gini
United States. coefficient for incomes of the poor, the Sen index Pis:

o . ) . P=HI[l + (1-1)G].

. Audtriajoined the ECHP in the second wave and Finland in ) ) o .

the third wave. Sweden does not participate in the ECHP. 14. Without this normalisation, the units of measurement of the
) partial and full Sen indices would not be comparable to that

. The underlylng_ surveys are the Survey on Labour a_nd of the headcount poverty rate.

Income Dynamics (SLID) for Canada, the German Socio- ) .
Economic Panel (GSEOP) for Germany, the British House- 15 The ECHP averages are calculated as population-weighted
hold Panel Survey (BHPS) for the United Kingdom, and the averages of theindividual country figures.

Panel Study of Income Dynamics (PSID) for the United 16. More precisdly, the “permanent-income poverty” rate is

defined as the share of individuals whose average income in
the three years is below the average of the poverty thresholds
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in the three years. In more formal terms, such a measure
also would account for the extent of inflation during the
sample period; however, auxiliary tabulations verified that
in practice accounting for inflation has only a small impact
on measured permanent-income poverty. Also, the perma-
nent-income approach to consumption and well-being
accounts for discounting based on interest rates, under the
assumption that capital markets enable unconstrained bor-
rowing and lending by households. This assumption may be
problematic for households at risk of poverty.

Eurostat has adopted 60% of median equivalent disposable
income as its primary poverty threshold.

There is a slight imprecision here in speaking of “spell
durations”, since some of the persons with two years of
poverty may have had two one-year spells during the three-
year period (i.e. in the first and third years). Furthermore,
completed spell lengths are underestimated because no
adjustment is made for either left or right truncation bias.

For simplicity, household characteristics are measured at
the start of the period (i.e. 1993 for the ECHP countries and
Canada and 1987 for the United States). Some of these
characteristics can change over the course of the three-year
period, as is emphasised in the next subsection, which anal-
yses the links between changes in family- and job-related
characteristics and changes in poverty status.

These two groups do, however, account for over 40% of the
aways poor in the United States. Thereis, of course, con-
siderable overlap between the two groups.

There is considerable variation among the ECHP countries
in the overlap between employment and poverty. In five of
these countries (Belgium, Denmark, France, Ireland and the
United Kingdom), amajority of the permanent-income poor
are members of households in which no adult worked for a
major part of 1993.

The sharp differences between the figures tabulated using
the ECHP and those for Canada and the United States,
using the CNEF, may be due in part to differencesin survey
design. For example, the ECHP may not track families that
split as closely asthe PSID and SLID. Auxiliary tabulations
indicated similar overall rates of family structure change in
the ECHP and CNEF samples for countries present in both
samples (Germany and the United Kingdom), although the
CNEF shows more family structure changes associated
with poverty transitions for those countries.

It is possible that this difference is due — at least in part —to
differences between the ECHP and the PSID and SLID in
the survey questions used to estimate annual months
worked. Employment tabulations from the ECHP are based
on information concerning months spent on different activi-
ties, whereas employment tabulations from the PSID and
SLID are based on a variable measuring hours worked.

The motivation for identifying relevant macro factors is not
simply that of correct model specification in the economet-
ric analysis of the micro-data. It is also possible that indi-
rect policies, such as enhancing the overall employment

25.

26.

27.

28.

29.

31

rate in a country, might be an important component of a
comprehensive anti-poverty strategy.

The independent variables are measured as indicator
(“dummy™) variables that take the value O or 1. Although
other functional forms (most notably the probit) also are
commonly used to estimate such models, the estimation
results for dependent variables with expected values that do
not lie close to 0 or 1 (such as those here) are relatively
insensitive to functional form. Maddala (1983), Chapter 2,
discusses estimation of logit and related models.

The above-average poverty rates of single-parent families
in Chart 2.4 appear to result from their typically lower
employment.

Tabulations from the United States Current Population Sur-
vey Annual Demographic Supplement indicate that the
United States poverty rate was about three-fourths of a
point to a point higher on average during income
years 1993-97 than it was during income years 1985-89.
See Dalaker (1999) for official US Census Bureau tabulations,
or Daly and Valletta (2000).

For the longer panels, working-age households are defined
as those where the head is under 65 and retirement-age
households as those where the head is 60 or older. Because
these age restrictions are imposed throughout the sample
frame, some observations do not appear in either sub-sam-
ple. The age cut-offs were chosen to distinguish between
the two sub-samples as clearly as possible while maintaining
reasonabl e behavioural assumptions.

Except for the annual poverty rate, which is calculated
based on individuals present in the eight separate cross-sec-
tion samples, these calculations are restricted to individuals
present in all eight waves of the panels. Due to sample attri-
tion, the annual poverty rates are lower when the sample is
restricted to individuals present in all waves, with the dif-
ference being especially large for Germany (see the results
in the second column of Table 2.14). For Germany and the
United States, the annual poverty rates reported here are
close to those reported in Oxley et al. (2000), based on a
similar sample period. However, the annua poverty rate for
the United Kingdom reported in Oxley et al. is higher than
that reported here. This difference may arisein part because
the income data for the United Kingdom used by Oxley
et al. did not account for tax payments, whereas the data for
the United Kingdom used here account for direct taxes
based on the methodology described in Bardasi et al.
(2999).

Repeat spells become more likely as the sampling window
lengthens. Note that restricting the sample to exits occur-
ring in thefirst three years means that the exit rates reported
in column 2 of Table 2.12 differ slightly from those in
Table 2.10.

Greene (1997, Chapter 19) describes estimation of the ordered
logit model. A probit specification also could be used, but the
results are unlikely to be sensitive to this choice.

© OECD 2001



78 — OECD Employment Outlook

Annex 2.A

External validation of poverty estimatesfrom theECHP data

Section |.C noted a number of potentially serious data qual-
ity problems that could bias the chapter’s analysis of poverty
dynamics. Severd of these issues are assessed here through com-
parison of annual poverty rates estimated using the ECHP data
and estimates derived from other data sources. Eurostat has spon-
sored external validation studies of the ECHP which find that
annual poverty rates calculated from the second wave are reason-
ably similar to estimates calculated using the poverty definition
and data source preferred by national statistical authorities, in four
of the five countries for which data were available [CBS (1999,
2000)]. Table 2.A.1 presents additional comparisons along these
lines, which are based on arelatively consistent poverty definition
and which shed light on the extent of attrition bias that results
from analysing personsin al three waves of the ECHP.

Comparison of the first two columns of Table2.A.1 pro-
vides evidence that attrition is a significant problem in the
ECHP. Annual poverty rates calculated using the three waves as
independent cross-sectional samples are higher in most of the
countries than those calculated for personsin all three waves.
Attrition bias appears to be largest in the United Kingdom,
where annual poverty calculated for the longitudinal sampleis
2.6 percentage points lower than the cross-sectional estimate.
The United Kingdom is also the country with the highest sample
attrition rates, especially between the first and second waves.

Disproportionate attrition among the poverty population appears
to be less pronounced in the other ECHP countries and com-
pletely absent in Greece and Portugal. As noted in the text,
annual poverty rates reported in the body of the chapter are
always calculated using each wave of the panel as an indepen-
dent cross-sectional sample so as to avoid attrition bias. The
multi-year measures of poverty dynamics are necessarily esti-
mated using longitudinal samples. However, they need not be
affected by attrition bias in the same way as are estimates of
annual poverty since what matters here are differences in attri-
tion rates between persons experiencing poverty. When CNEF
data for Germany and the United Kingdom are used to calculate
estimates of three-year poverty dynamics analogous to the
ECHP estimates reported in Section |1, the estimates differ
somewhat, but most qudlitative patterns remain (e.g. the United
Kingdom 4till has below-average poverty persistence compared
with other countries having a similar level of annual poverty).

Columns 3 and 4 of Table 2.A.1 report cross-sectiond annual
poverty rates from two aternative data sources, namely, the OECD
questionnaire on distribution of income [Forster (2000)] and the
L uxembourg Income Study (LIS) [Smeeding et al. (2000)]. The
main vaue of these comparisonsisto gauge the reliability of the net
household income variable in the ECHP relative to that availablein
aternative data sources that have been more extensively evaluated

Table2.A.1. Alternative annual poverty rate estimates for the ECHP country sample?

ECHP data for 1993-1995° Alternative data sources
) OECD questionnaire on
Separate cross-sectiondl Personsin all three waves distri but?on of household L uxembourg | naome Study
samplefor each year ) L1y
incomes®

Belgium 9.8 85 7.8 55
Denmark 47 41 5.0 7.1
France 9.6 9.0 75 74
Germany 121 111 94 75
Greece 145 15.0 13.9
Ireland 8.2 7.6 11.0
Italy 135 12.7 14.2 13.9
Luxembourg 7.8 6.9 .. 39
Netherlands 7.8 6.4 6.3 79
Portugal 153 15.4 .
Spain 12.0 11.5 .. 104
United Kingdom 121 9.5 10.9 13.2

ECHP: European Community Household Panel.

a) Poverty rates defined as per cent of persons having equivalised househol d income below 50% of the median value.

b) Separate poverty rates were calculated for each year and then averaged.
c) Valuesfor either 1994 or 1995.
d) Valuefor asingleyear in the 1990s.

Source:  ECHP, waves 1994, 1995 and 1996; Férster (2000), Table 5.1; Smeeding et al. (2000), Table A-1.
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or contain larger samples. It should be noted, however, that only in
the LIS does the definition of net household income include near-
cash, public benefits, and the methods used to estimate direct taxes
paid by households differ considerably across the three data
sources. The poverty rate estimates based on the two alternative
sources differ somewhat, both with respect to each other and with
respect to estimates based on ECHP data. However, there does not
appear to be any uniform bias in ECHP poverty rates, since they
can be higher or lower than those from the other two sources. Fur-
thermore, the overall ranking of countries is quite consistent across
the different data sources.

Several implications follow for the chapter’s andysis of pov-
erty dynamics. First, estimates of the level of annual poverty are
quite sensitive to the choice of data source and the precise definition
and methods used to measure net household income. (This sensitiv-
ity is greatly magnified if a common, absolute poverty lineis used
in dl countries.) Second, the larger cross-country differencesin
poverty rates calculated using the ECHP appear, nonetheless, to be
qualitatively informative. Finally, very little can be said about
whether ECHP data accurately reflect poverty dynamics, condi-
tiona on having experienced poverty. Evaluation of the quality of
these estimates remains as an important topic for future research.
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Annex 2.B

Robustness of poverty estimates across alternative

equivalence scales and income thresholds

Table 2.B.1 presents tabulations for six key measures of
poverty incidence and persistence, using four alternative defi-
nitions of poverty. The first column presents estimates using
the chapter’s base-case definition. Columns 2-4 present esti-
mates calculated using different equivalence scales and income
thresholds. These results are useful for assessing the robust-
ness of the empirical results in Sections I1-111. Using the
square-root equivalence scale to adjust for family size, as has
been done in several recent OECD studies [Forster (2000);
Oxley et al. (1999, 2000)], produces estimates that are very
close to those obtained using the modified OECD equivalence
scale. By contrast, varying the poverty threshold substantially

alters the level of poverty, since setting a higher income
threshold causes more persons to fall below it. Poverty persis-
tence also tends to increase with the poverty threshold. None-
theless, the qualitative results that have been emphasised in the
chapter’s analysis prove quite robust to variations in the pov-
erty threshold. When the poverty measures in Table 2.B.1 are
correlated across two different thresholds, the average correla-
tion is nearly 0.95 and almost all of the correlations
exceed 0.90. In other words, international comparisons of rela-
tive poverty incidence or persistence are little affected by these
variations in how poverty is defined. The profile of persons
most at risk of poverty issimilarly robust.



When Money is Tight: Poverty Dynamicsin OECD Countries — 81

Table2.B.1. Robustness of poverty estimates across different equivalence scales
and incomethresholds, 1993-1995

50% median income,
square root
equivalence scale

® @ ©) @

50% median income,
OECD equivalence scale

40% median income, 60% median income,
OECD equivalence scale  OECD equivalence scale

Belgium Annual poverty rate 9.8 9.0 51 15.8
Poor at |least once 16.0 14.9 9.1 235
Always poor 2.8 25 11 5.8
Permanent poor 5.2 50 20 10.6
Entry rate 47 43 2.8 6.9
Exit rate 48.2 495 56.8 408
Denmark Annual poverty rate 47 4.7 24 9.1
Poor &t |east once 9.1 9.2 4.7 15.9
Always poor 0.8 0.7 0.1 2.6
Permanent poor 18 21 0.9 54
Entry rate 31 31 17 53
Exit rate 60.4 64.4 72.8 46.5
France Annual poverty rate 9.6 8.6 49 16.4
Poor &t |east once 16.6 15.1 9.4 257
Always poor 3.0 25 0.8 7.3
Permanent poor 6.6 55 23 12.8
Entry rate 4.6 42 2.6 6.7
Exit rate 46.9 49.9 62.8 358
Germany Annual poverty rate 121 11.6 7.8 17.2
Poor &t |east once 19.2 18.4 12.9 26.1
Always poor 4.3 4.0 2.2 7.1
Permanent poor 8.1 7.7 4.2 13.0
Entry rate 51 48 35 7.0
Exit rate 41.1 420 47.1 354
Greece Annual poverty rate 145 14.0 10.3 20.6
Poor at |least once 251 24.3 18.7 33.2
Always poor 6.5 5.9 4.0 10.7
Permanent poor 12.2 11.2 7.6 185
Entry rate 6.5 6.1 45 8.7
Exit rate 38.8 415 42.8 334
Ireland Annual poverty rate 8.2 8.4 39 185
Poor &t |east once 15.3 15.9 7.2 29.8
Always poor 13 2.0 0.3 7.8
Permanent poor 53 53 17 15.9
Entry rate 5.0 44 2.6 7.7
Exit rate 54.6 50.7 55.6 37.9
Italy Annual poverty rate 135 1.7 8.6 20.6
Poor &t |east once 215 18.9 14.6 30.9
Always poor 5.6 4.3 2.8 10.3
Permanent poor 104 8.0 55 17.0
Entry rate 53 4.6 35 74
Exit rate 40.6 44.3 49.2 341
Luxembourg Annual poverty rate 7.8 8.0 37 15.6
Poor at |least once 12.7 12.9 6.4 229
Always poor 2.2 29 0.9 7.2
Permanent poor 51 49 16 12.4
Entry rate 3.6 34 20 53
Exit rate 474 452 54.7 342
Netherlands Annual poverty rate 7.8 75 47 13.0
Poor at |east once 12.9 12.1 81 20.1
Always poor 16 16 0.7 4.3
Permanent poor 45 44 17 9.3
Entry rate 42 38 2.7 58
Exit rate 55.7 53.7 59.7 441
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Table2.B.1. Robustness of poverty estimates across different equivalence scales
and income thresholds, 1993-1995 (cont.)

50% median income,
square root
equivalence scale

® @ ©) @

50% median income,
OECD equivalence scale

40% median income, 60% median income,
OECD equivalence scale  OECD equivalence scale

Portugal Annual poverty rate 153 15.6 10.0 21.6
Poor at |least once 242 23.7 17.2 321
Always poor 7.8 8.3 38 124
Permanent poor 134 13.7 7.4 19.7
Entry rate 54 49 39 75
Exit rate 37.0 335 47.0 30.0
Spain Annual poverty rate 12.0 1.4 7.5 19.2
Poor &t |east once 21.3 20.6 14.2 31.0
Always poor 37 35 19 8.3
Permanent poor 8.7 7.8 44 15.7
Entry rate 59 5.7 4.1 8.3
Exit rate 496 51.1 56.0 39.7
United Kingdom Annual poverty rate 12.1 12.2 59 194
Poor &t |east once 195 19.4 109 28.2
Always poor 24 2.7 0.5 6.3
Permanent poor 6.5 6.7 18 131
Entry rate 6.0 5.7 34 8.1
Exit rate 58.8 56.0 74.1 436
ECHP average Annual poverty rate 11.7 11.0 6.9 18.1
Poor at |least once 19.2 18.1 12.2 217
Always poor 3.8 35 17 7.7
Permanent poor 79 7.2 37 14.0
Entry rate 52 49 33 7.3
Exit rate 46.0 47.2 54.4 374
Canada Annual poverty rate 109 11.8 6.1 171
Poor at |least once 18.1 19.1 11.7 25.6
Always poor 51 55 21 9.5
Permanent poor 8.9 9.7 4.6 15.2
Entry rate 48 5.0 35 6.3
Exit rate 36.4 35.2 46.1 282
United States Annual poverty rate 16.0 16.5 10.4 222
Poor &t |east once 235 23.8 16.5 304
Always poor 9.5 10.0 54 14.3
Permanent poor 145 14.9 8.8 21.2
Entry rate 45 4.6 37 6.1
Exit rate 295 27.8 35.1 232

ECHP: European Community Household Panel.
Source:  See Table 2.1.
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Annex 2.C

Characteristics of the non-poor, 1-year poor
and 3-year poor: detailed table

Table 2.C.1 provides detailed information on the demographic characteristics, work attachment and educational attainment of
persons never poor, poor one year, permanent-income poor, and poor three years during 1993-1995.
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—Table2.C.1. Characteristics of the non-poor, shorter-term poor and longer-term poor, 1993-1995————

Household characteristics®

Head gender

Head age

Work
attachment®

Family type

Education
level® of head

Head gender

Head age

Work
attachment®

Family type

Education
level® of head

Head gender

Head age

Work
aitachment®

Family type

Education
level® of head

Man
Woman

Lessthan 30 years old
31to 50 yearsold
51to 65 yearsold
Above 65 yearsold

No worker

One worker

Two workers

More than two workers

Single adult, no children
Two adults, no children
Single adult, children
Two adults, children
Other households

Low
Middle
High

Man
Woman

Lessthan 30 years old
31to50 yearsold
51to 65 yearsold
Above 65 yearsold

No worker

One worker

Two workers

More than two workers

Single adult, no children
Two adults, no children
Single adult, children
Two adults, children
Other households

Low
Middle
High

Man
Woman

Lessthan 30 years old
31to 50 yearsold
51to 65 yearsold
Above 65 yearsold

No worker

One worker

Two workers

More than two workers

Single adult, no children
Two adults, no children
Single adult, children
Two adults, children
Other households

Low
Middle
High

Belgium Denmark France
Poor Permanent- Poor Permanent- Poor Permanent-
Totd Non-poor  at least income Always Totd Non-poor  at least income Always Totd Non-poor at least income Always
population poor population poor population poor
once poor once poor once poor
85.1 86.6 715 74.8 69.2 87.6 88.4 79.2 69.3 (67.8) 86.6 87.8 80.1 76.6 75.8
149 134 225 252 30.8 124 1.6 20.8 30.7 (32.2 134 122 19.9 234 242
105 105 10.7 10.9 (9.9) 142 134 228 (31.8) (28.7) 135 125 18.4 191 151
56.0 575 47.9 414 436 555 57.1 40.4 357 - 54.9 56.6 45.8 45.6 459
19.2 189 20.6 20.4 (15.8) 17.2 175 134 [325] - 18.6 18.2 20.7 21.0 19.9
143 130 20.7 274 30.6 131 120 234 i (26.2) 130 126 15.0 14.4 191
244 195 49.1 62.1 63.9
279 226 56.2 67.6 765 216 18.8 494 724 86.1
33.2 333 32.8 28.2 179 30.2 30.1 31.2 (20.3) - 38.6 383 39.8 334 337
36.8 416 [1.0] - - 426 454 148 - - 34.9 398 10.0 35 -
21 24 i - - 5.6 57 (4.6) - - 22 25 11 11 -
10.3 9.4 14.8 171 16.9
1.5 11.0 14.0 19.9 237 153 13.6 32.3 478 (48.8)
19.9 19.7 21.0 22.0 19.7 26.3 26.6 235 (125) - 20.2 20.7 175 13.6 157
8.1 75 115 (7.6) (7.2) 54 55 4.1) - - 6.8 6.1 10.1 125 136
56.8 57.9 50.8 [50.6] [49.4] 515 52.8 39.4 374 (42.4) 58.5 59.6 52.8 52.0 475
37 39 @7 : ! 14 15 - - - 4.3 42 4.9 4.8 6.4
39.8 36.1 59.4 71.9 72.8
35.9 333 50.7 62.4 64.7 257 24.3 40.5 50.0 (73.6)
324 326 316 272 251 394 39.6 37.7 336 - 40.2 419 31.0 219 219
85.1 86.6 715 74.8 69.2 34.9 36.2 217 (16.4) - 20.0 219 9.6 6.1 (5.3)
Germany Greece Ireland
Poor Permanent- Poor Permanent- Poor Permanent-
Total Non-poor  at least income Always Totd Non-poor  at least income Always Total Non-poor  at least income Always
population poor population poor population poor
once poor once poor once poor
86.2 87.9 79.1 80.6 84.2 90.6 91.5 88.1 85.8 81.6 85.9 86.7 815 80.4 70.6
138 121 209 194 158 94 85 1.9 142 184 141 133 185 19.6 (29.4)
12.2 11.0 17.3 14.2 132 9.8 10.2 8.6 6.3 40 150 147 16.1 174 (12.4)
48.8 49.2 46.9 53.5 53.6 518 55.3 415 355 26.3 56.6 55.2 64.4 64.2 61.6
258 265 229 20.4 19.8 258 253 274 26.6 215 18.2 191 131 116 (11.0)
13.2 133 12.9 118 134 126 9.3 25 316 423 10.2 11.0 6.3 6.9 (15.0)
24.0 201 40.7 37.1 39.0 185 141 317 39.9 52.4 284 228 59.1 55.9 811
39.2 40.1 355 36.9 312 519 50.5 56.1 534 432 445 46.2 35.0 40.8 (18.9)
318 344 20.8 223 26.6 258 30.8 10.7 5.6 [4.4] 214 245 4.3 - -
5.0 55 3.0 37 32 38 4.6 16 (10) : 57 6.5 15 - -
138 134 15.6 12.8 116 54 4.6 8.1 109 158 6.5 7.0 35 (3.9) -
24.3 259 17.4 149 16.5 148 12.7 21.0 249 315 76 83 38 (5.0) -
51 38 10.5 10.0 (7.0) 48 5.0 4.1 4.0 31 9.2 82 15.0 9.6 (23.3)
52.1 525 50.7 56.0 611 581 61.8 47.0 40.2 29.3 67.0 66.2 715 70.8 62.1
4.8 45 6.0 6.3 (38) 16.9 159 19.8 20.0 20.4 9.7 103 6.2 10.8 -
2.7 215 276 239 223 582 50.2 82.3 917 96.2 54.6 52.3 67.9 62.3 834
48.3 482 48.7 49.0 449 236 272 12.8 6.6 27 314 318 28.7 35.4 -
29.1 303 237 272 328 18.2 226 4.8 (16) 11 141 159 34 (2.3) -
Italy Luxembourg Netherlands
Poor Permanent- Poor Permanent- Poor Permanent-
Total Non-poor  at least income Always Totd Non-poor  at least income Always Total Non-poor  at least income Always
population poor population poor population poor
once poor once poor once poor
87.7 88.3 85.7 88.0 88.3 89.4 90.4 81.9 787 76.2 87.2 89.0 75.2 70.2 754
123 117 143 120 117 10.6 9.6 18.1 213 (23.8) 12.8 11.0 248 29.8 (24.6)
10.2 9.9 11.2 10.2 127 123 1.9 155 (16.8) - 13.2 117 235 272 29.0
50.6 513 48.1 51.1 50.6 55.9 55.1 61.7 537 61.4 55.8 56.9 48.6 46.4 440
26.0 254 28.4 29.0 281 205 213 148 (15.6) - 17.7 176 18.2 20.1 [27.0]
132 135 12.3 9.7 8.6 11.3 1.8 (8.0) (13.9) - 132 137 9.7 (6.3) :
20.7 180 30.9 311 332 188 17.7 26.6 414 (47.6)
431 399 54.5 575 58.0 454 44.0 545 46.2 52.4
29.9 348 121 10.7 79 304 322 [18.8] - -
6.3 73 26 (0.8) (0.9) 55 6.1 : - -
6.8 6.7 71 4.7 (36) 94 95 8.7) - - 131 126 16.8 20.7 (26.9)
143 16.0 78 4.8 36 19.8 20.7 135 (19.9) - 26.3 281 13.2 6.4 (7.0)
6.0 6.1 55 57 73 49 45 81) - - 51 42 118 14.2 -
60.0 58.6 64.9 717 734 51.6 51.1 55.7 57.7 56.4 54.8 54.6 56.1 54.4 57.0
130 125 14.7 131 121 142 143 140 (10.9) - 0.7 05 21 4.3) -
60.1 55.3 78.7 84.7 86.5 517 495 66.9 64.0 52.3 184 170 28.0 317 247
30.9 344 17.7 121 109 294 30.7 20.4 275 [47.7] 60.5 59.9 64.4 63.8 [75.3]
8.9 103 37 32 (26) 189 19.8 128 (85) ! 211 230 76 4.5) :
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— Table2.C.1. Characteristics of the non-poor, shorter-term poor and longer-term poor, 1993-1995 (cont.) —

Portugal Spain United Kingdom
Poor Permanent- Poor Permanent- Poor Permanent-

Totd Non-poor  at least income Always Totd Non-poor  at least income Always Totd Non-poor at least income Always

population once poor poor population once poor poor population once poor poor
Head gender Man 88.2 90.0 82.5 815 81.0 87.9 88.0 87.3 87.9 83.6 84.9 88.0 725 66.9 62.7
Woman 1.8 100 175 185 19.0 121 120 12.7 121 16.4 151 120 275 33.1 37.3
Head age Lessthan 30 years old 100 10.7 78 45 3.6 131 126 148 120 13.6 15.2 141 19.9 228 16.9
31to50 yearsold 52.8 54.6 47.4 485 475 511 50.7 52.5 581 55.1 515 52.9 45.7 454 46.6
51 to 65 yearsold 253 258 235 24.3 257 247 24.2 26.8 252 26.7 195 208 141 105 91
Above 65 yearsold 1.9 89 21.2 2.7 232 1.1 125 59 47 45 13.7 122 20.2 213 273
Work No worker 16.4 83 418 476 49.9 237 18.9 414 49.2 50.0 245 176 531 65.5 68.8
attachment®  Oneworker 32.7 31.0 383 39.9 405 487 487 487 458 457 321 313 35.4 30.7 26.7

Two workers 37.7 451 14.7 10.8 72 237 278 85 41 4.3 37.0 436 9.8 [3.] -

More than two workers 131 15.6 52 @7 (24) 39 4.6 13 (0.8) ) 6.4 75 (16) ) -
Family type  Single adult, no children 37 23 8.0 9.0 109 38 4.2 23 23 (35) 1.3 9.8 17.4 18.1 257
Two adults, no children 11 9.7 15.3 17.7 170 11.2 123 72 51 (4.4) 239 256 16.9 150 178
Single adult, children 6.8 6.0 9.3 8.2 6.8 6.5 6.2 78 6.9 95 78 6.0 155 18.1 146
Two adults, children 60.9 63.8 51.6 487 49.9 62.5 61.3 67.1 713 68.9 52.5 538 475 46.2 [418]

Other households 175 181 15.8 16.5 154 159 16.0 15.6 144 13.6 45 49 27 (2.6) i
Education Low 86.4 831 96.5 97.0 97.9 66.8 62.4 83.0 87.0 88.2 41.0 375 55.4 65.1 705
level® of head Middle 77 9.2 28 [3.0] 121 142 153 10.3 9.2 76 33.2 331 34.0 28.9 [205]

High 59 76 0.7) . ) 19.0 24 6.6 38 4.3 258 295 10.7 6.0 )

All ECHP countries Canada United States?
Poor Permanent- Poor Permanent- Poor Permanent-

Total Non-poor  at least income Always Total Non-poor  at least income Always Total Non-poor at least income Always

population once poor poor population once poor poor population once poor poor
Head gender Man 86.7 88.1 80.7 80.5 80.9 87.2 90.0 79.7 75.9 64.2 82.2 875 76.1 60.2 537
Woman 133 119 19.3 195 191 128 10.0 20.3 242 35.8 17.8 125 239 39.8 46.3
Head age Lessthan 30 years old 126 119 15.8 145 130 146 134 184 173 257 170 130 30.7 35.3 299
31to50 yearsold 51.7 52.7 475 49.9 49.1 63.2 64.0 61.0 62.6 53.7 50.7 537 42.6 38.3 381
51 to 65 yearsold 2.7 228 224 219 221 184 183 181 180 195 194 212 15.4 145 103
Above 65 yearsold 130 127 14.2 138 158 38 4.2 25 22 11 130 122 11.2 119 217
Work No worker 233 18.6 42.6 46.4 417 191 12.6 35.6 518 67.6 18.0 134 18.0 231 54.6
attachment®  One worker 39.6 389 42.3 419 40.0 399 40.9 39.1 376 271 420 414 47.2 53.6 36.5
Two workers 321 36.8 13.0 10.2 11.0 358 40.6 20.2 9.8 52 35.1 394 30.6 20.6 8.7
More than two workers 5.0 57 21 15 12 53 59 52 0.8 0.1 5.0 58 4.2 27 0.2
Family type  Single adult, no children 9.8 9.3 12.0 11.2 118 6.5 57 7.0 9.9 153 131 11.0 21.2 16.0 227
Two adults, no children 19.6 208 14.2 118 128 243 26.3 20.7 130 7.0 212 242 13.2 9.9 81
Single adult, children 6.3 55 9.8 9.8 838 101 78 16.6 189 278 10.0 6.4 12.2 29.1 295
Two adults, children 56.5 56.8 55.2 58.1 581 54.3 55.5 495 522 445 54.0 56.6 50.9 44.0 391
Other households 78 75 8.8 9.0 8.6 49 4.7 6.2 6.1 54 17 18 26 11 0.6
Education Low 431 395 58.9 65.1 66.4 304 215 355 46.7 545 17.7 119 231 41.0 50.1
level® of head Middle 355 36.9 29.8 252 228 157 158 148 133 184 35.8 352 42.6 38.1 343
High 213 237 113 9.7 10.8 539 56.8 49.8 40.0 271 46.5 52.9 34.4 20.9 15.6

ECHP: European Community Household Panel.
Datanot available.

—  Estimates not reported due to fewer than 10 observations.

(Estimates based on less than 30 observations).

[Combined value for the two categories].

a) Characterigtics defined at the begining of the period.

b) Inthe ECHP, anindividual isclassified as“employed” inagiven year if the number of months employed equals or exceeds the number of months he spent not working. For Canada and the United
States, the definition is based on having worked at least 1 000 hoursin agiven year.

c) Low education isless than upper secondary education, middle is completed upper secondary education, high istertiary level education.

d) Datarefer to 1987-1989.

Source: ECHP, waves 1994, 1995 and 1996 for EU countries; SLID for Canada; PSID for the United States.
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Chapter 3

THE CHARACTERISTICSAND QUALITY
OF SERVICE SECTOR JOBS

Summary

The share of employment in services continued to rise in virtually all OECD countries over the 1990s, approaching
nearly three-quarters of all jobsin several countries. This has coincided with significant change in the types of jobs
being created. In several countries, the incidence of part-time and temporary work rose and, in some, there was a decline
in job stability. A few countries also experienced along-run rise in earnings inequality. These developments have led to
a vigorous debate about the quality of service sector jobs. Therefore, this chapter explores the relationship between
changes in employment by sector and changes in the characteristics and quality of the jobs that are being created.

Jobs vary considerably across sectors when compared in terms of the incidence of part-time and temporary work
arrangements, average length of job tenure, and the incidence of training. But there is aso a striking variation in these job
characteristics across countries and over time. Thefact that differencesin employment structures account for relatively little
of this variation suggests that other factors play an important role. These factors include various institutional settings such
asthe strength of employment protection legislation, the degree of collective bargaining coverage, the existence of statutory
wage floors, etc., as well as the digtribution of worker characteristics within each country by age, gender and sKill level.

Comparisons of job quality based on measures of working conditions, job satisfaction and pay, reveal no simple
dichotomy between the goods-producing sector and the service sector. Good jobs are not primarily located in the former
and bad jobsin the latter. Jobs in hotels and restaurants generally rank poorly across arange of job quality measures. On
the other hand, jobs in the goods-producing sector are more likely to be associated with poor working conditions than in
many service industries and with lower levels of job satisfaction.

A number of key findings emerge from the analysis of employment levels and growth by wage level. First, the
higher overall employment rate in the United States than in most other OECD countries cannot be solely attributed to a
“surplus’ of low-paying service jobs; in most instances, it has more high-paying service jobs as well. Second, while
strong growth in service sector employment in the United States over the 1990s was accompanied by some growth in
low-paid jobs, a much larger expansion took place in jobs in relatively high-paying occupations and industries. Third,
Europe experienced slower growth in employment at all wage levels, but with considerable variation across countries.
As in the United States, employment grew fastest in high-paying jobs in most European countries.

The configuration of policies that will be appropriate for each country in terms of addressing issues of job quality
will depend on its initial situation. Countries with a relatively high incidence of jobs involving low pay and poor
working conditions can provide income supplements for low-paid workers and can seek to reduce differencesin
entitlements between workers in “standard” and “non-standard” jobs. Ultimately policies are required which encourage
individuals and firms to invest more in skills acquisition. On the other hand, for countries wishing to improve their
employment performance, the solution is not simply to stimulate job creation in poorly-paid service sector jobs but to
implement a broad range of policies designed to stimulate employment more generaly.
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I ntroduction

As documented in last year’s chapter on the service
economy [OECD (2000)], the share of employment in
services continued to risein virtually al OECD countries
over the 1990s, approaching nearly three-quarters of all
jobs in several countries. This has coincided with a num-
ber of significant changes in the types of jobs that are
being created which has led to a vigorous debate about
the quality of service sector jobs. In many countries, the
incidence of part-time and temporary work has risen over
time [OECD (1996, 1999)] and, in some, there has been a
declinein job stability [OECD (1997)]. A few countries have
also experienced along-run rise in earnings inequality, most
notably in the United States [OECD (1996)].

Last year's chapter on services also included a sec-
toral analysis of the characteristics of workers by age, gen-
der and educational attainment. This chapter is mainly
concerned with the characteristics of jobs as such, and how
they have been affected by the shift in employment from
manufacturing to services. Of course, both job and worker
characteristics are intimately related. In fact, perceptions
about job quality are likely to be strongly influenced by
how well workers are matched with their job. That is, on
the extent to which ajob’s skill requirements, working
arrangements, pay and hours of work correspond to the job-
holder’s own sKills, preferences and expectations. Thus, the
same job may be considered bad by one worker but good
by another worker. This interrelationship between the char-
acteristics of workers and the characteristics of their jobs
means that any measure of job quality needs to be inter-
preted with caution before a job can be classified as being
either “bad” or “good”. For example, a part-time job may
involve either a voluntary or involuntary choice and so
in-and-of itself is neither a good nor a bad job.

Given these difficulties in measuring job quality, the
main purpose of this chapter is not simply to identify poor
jobs as such, and where they are found, but to explore
more generally the relationship between changesin the
distribution of employment by sector and changes in the
types of jobs that are being created. There are anumber of
questions that the chapter seeks to answer. Are there sys-
tematic differences in the types of characteristics that are
associated with jobs in each sector? How has the growth
of service sector employment contributed to differences
over time and across countries in the characteristics and
quality of jobs? Is there a trade-off between job quality
and employment performance?

As a starting point, the first section surveys the cur-
rent structure of goods-producing and service sector jobs
according to a number of objective job characteristics,
including the incidence of part-time and temporary work,

average job tenure and the incidence of training. It then
examines the extent to which differences in these job
characteristics between countries and over time can be
explained by variations in the distribution of employment
by sector. As discussed in the section, there are a number
of potential problems in using these job characteristics as
proxy measures of job quality. Therefore, job quality is
measured more directly in Section |l based on the percep-
tions of jobholders themselves of their working condi-
tions and job satisfaction. Using these measures, the
quality of jobs is compared between sectors, but within
countries. A complementary and perhaps broader way of
measuring job quality isto simply look at how much ajob
pays. Section 11 first examines earnings differentials by
sector. Thisis followed by a comparison across countries
of employment levels and job growth in terms of whether
jobs are low-paid, medium-paid or high-paid. The final
section draws together the main results and considers
some implications for policy.

Main findings
The chapter’s main findings are:

. The incidence of part-time work is substantially
higher in the service sector than in the goods-
producing sector, but the incidence of temporary
work is more uniform across both sectors. Average
job tenure varies considerably within the service
sector, but on the whole is somewhat lower than in
the goods-producing sector. The incidence of con-
tinuing vocational training, on the other hand, is
higher in the service sector, especially in the
producer and socia service sectors.

. Differences in employment structure appear to
account for only a small part of the large variation
across countries and over time in the overall inci-
dence of part-time and temporary work and in aver-
age job tenure. Other factors, such as institutional
settings and workforce characteristics, would appear
to be more important in accounting for this variation.

. Comparisons of job quality based on measures of
working conditions, job satisfaction and pay, revea
no simple dichotomy between the goods-producing
sector and the service sector. Each has both good
and bad jobs and the ranking of sectors, both at the
broad sectoral level and at a more detailed level,
varies according to which measure of job quality is
used. Within the service sector, however, some jobs
in the personal services sector are consistently of
poorer quality than jobs in either the goods-
producing sector or the rest of the service sector. On
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the other hand, agricultural and construction jobs
often have poorer working conditions as well.

. The United States has a higher overall employment
rate than in many other OECD countries not just
because it has a higher proportion of its working-
age population employed in poorly-paid service sec-
tor jobs. It also has a higher proportion employed in
service jobs that are well paid on average.

. Job growth in most countries over the1990s,
including the United States, took place principally
in high-paying service sector jobs rather than low-
paying ones. However, despite strong growth in
some countries, Europe as a whole experienced
slower employment growth than the United States at
all wage levels.

. The implications for policy will depend on the ini-
tial situation of countries. Countries with a high
incidence of poor quality jobs need ultimately to
focus on measures to improve education and train-
ing. In other countries, where there is more of acon-
cern to improve employment performance the
solution is not simply to increase the provision of
low-wage service jobs, but to lower barriers to job
creation more generally.

. Part-time work, temporary work,
job tenure and training

A. Sectoral classification

The analysis in this section uses the same sectoral
classification as was used in last year’s chapter on ser-
vices [OECD (2000)]. Nine broad sectors are identified
comprising 21 sub-sectors. The correspondence between
these sectors and the ISIC rev. 3 and NACE rev. 1 codes
is shown in Table 3.A.1. This classification was also used
for the analysis of earnings differentials by sector in
Section |1. However, due to data constraints, it was not
possible to use this same classification uniformly
throughout the chapter. Therefore, for the analysis of
working conditions, job satisfaction and employment by
wage levelsin Sections Il and 111, the sectoral breakdown
is based primarily on industries at the one-digit level
according to ISIC rev. 3.

B. Incidence of part-time and temporary work

The rise in the number of “atypical” or “non-
standard” jobs, such as part-time and temporary jobs, has
been of particular concern for several commentators who
have seen this trend as a sign of adecline in job quality
[e.g. Letourneux (1998); Mishel et al. (2001)]. But, as

pointed out in OECD (1999), it is not always clear that
part-time jobs are necessarily inferior to full-time jobs.
Only a minority of all part-time workers appears to be
working part-time involuntarily, and, while part-time
workers earn less on average than full-time workers in
most countries, this can be partly accounted for by lower
average skill levels or non-pecuniary advantages. In the
case of temporary jobs, they may serve as a useful entry
point into more permanent work for younger and less-
skilled workers. Nevertheless, some part-time and tempo-
rary jobs are particularly badly paid and involve poor
working conditions with limited career prospects.! Soiitis
of interest to see whether these types of working arrange-
ments tend to be concentrated in the same sectors in dif-
ferent countries and whether they are particularly
prevalent in the service sectors.

On average across OECD countries, part-time
work is a much more common form of working arrange-
ment in the service sector than in the goods-producing
sector (Chart 3.1, Panel A).2 This pattern is observed in
all countries, except Korea, although the gap between
the two sectors varies considerably from country to
country (Table 3.B.1). In general, the incidence of part-
time work is highest in personal services followed by
social services. In several countries, part-time work
accounted for more than one-third of all jobs in personal
services in 1999 (and just over one-half in the Nether-
lands). At a more detailed level, part-time work in most
countries tends to be most common in domestic services
followed by education, recreation and cultural services,
hotels and restaurants, other personal services and health
services. The incidence of part-time work also tends to
be relatively high in retail trade but this is offset within
the distributive services by lower rates in wholesale
trade and in transport and communication. Within the
good-producing sector, part-time work is only relatively
common in the agricultural sector.

How well do these sectoral differences in the inci-
dence of part-time work correlate with the rate of invol-
untary part-time work in each sector? Data for the
United States indicate that if anything the correlation
may be negative rather than positive [Meisenheimer 11
(1998)]. For example, the rate of involuntary part-time
work (i.e. asa proportion of all part-time employment in
each sector) was 34% in manufacturing but only around
17% in the service sector as a whole. Thus, a higher
incidence of part-time employment in one sector than
another may not necessarily indicate that the proportion
of all workersin that sector who are working part-time
involuntarily is also higher.

Temporary jobs are more evenly spread across both
the goods-producing and service sectors (Chart 3.1,
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A.Incidence of part-time jobs, 1999
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C. Average job tenure, 1999
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Chart 3.1. Various job characteristics by broad sector, OECD average?

B. Incidence of temporary jobs, 1999
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a) For each sector, each job characteristic is shown as a ratio to the average value across all sectors. The countries included in the OECD average for each
measure are shown in Tables 3.B.1-3.B.4, as well as the year the data refer to in those instances where data for 1999 in Panels A-C were not available.

Sources: See Tables 3.B.1-3.B.4.

Panel B). Within the goods-producing sector, temporary
work appears to be a particularly common form of work
arrangement in agriculture and construction, but some-
what less common in manufacturing. Within the service
sector, the incidence of temporary work in the personal
services sector is well above the national average in all
countries (Table 3.B.2). Within personal services, tem-
porary work is a particularly common form of work

arrangement in recreational and cultural services and in
hotels and restaurants. It is also mostly above the
national average in social servicesin most countries,
boosted by arelatively high incidence in education, mis-
cellaneous social services and health. As for part-time
work, the incidence of temporary work also tends to be
relatively high in retail trade, but somewhat lower in the
other distributive service sectors.
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Interpreting these differences across sectors and
countries is complicated by the fact that temporary
employment potentially covers a range of different types
of work arrangements. In addition to employment under a
fixed-term contract, temporary employment can include
seasonal and casual work and working under contract for
a temporary work agency. These different types of
arrangements may not all imply the same degree of pre-
cariousness. Moreover, countries differ in their coverage
and definitions of these arrangements.

These differences will not only affect the overall inci-
dence of temporary work across countries but also itsrela-
tive incidence across sectors within countries. For example,
around 23% of employees in Australia considered them-
selves to be casual workers in 2000 but only around 4%
reported that they were working under a fixed-term con-
tract employment (Table 3.B.2).> Compared with a higher-
than-average incidence of casua employment in the dis-
tributive and personal services sector, the incidence of
fixed-term employment is below average in both sectors,
considerably so in the distributive service sector. The rela
tive incidence of fixed-term contracts is also considerably
lower in agriculture and manufacturing than the incidence
of casual work. For France, the incidence of temporary
agency working in the first half of 1999 was only 3% com-
pared with an incidence of 14% under a more inclusive
measure of temporary employment. In contrast to the pat-
tern for al forms of temporary employment, the relative
incidence of temporary agency working is substantially
lower in the service sector and much higher in the
goods-producing sector, especialy in manufacturing.

C. Jobtenure

Another aspect of jobs concerns job stability as cap-
tured by average job tenure. Thisis typically measured by
the length of time workers have been in their current job or
with their current employer, and so refers to continuing
spells of employment rather than to completed spells.
There are a number of factors that suggest that there is
probably a positive relationship between tenure and job
quality. First, earnings tend to be positively correlated with
average job tenure even after controlling for other factors
affecting earnings differentials. Second, involuntary job
loss often entails a loss of earnings not only because of lost
income during a period of unemployment but also because
earnings may be subsequently lower in a new job. There-
fore, al other things equal, jobs with higher turnover will
tend to be associated with greater job insecurity. But again,
this indicator needs to be interpreted with caution. Not all
short-tenure jobs reflect conditions that are imposed by
employers, they can also reflect the preferences of jobhold-
ers themselves and may be compensated for by higher rates

of pay. Moreover, previous OECD work found little direct
relationship between job tenure and job insecurity —arise
in perceptions of job insecurity had not generally been
matched by a decline in job stability [OECD (1997)]. It
was suggested that this might partly be because job tenure
isinfluenced by job insecurity itself, and, that while job sta-
bility may not have changed much, the consequences of job
separation may have worsened.

Average tenure is somewhat lower in general in the
service sector than in the goods-producing sector
(Chart 3.1, Panel C). This pattern holds for all countries,
but with a much larger gap between the two broad sectors
occurring in Greece, Australia and Switzerland
(Table 3.B.3). Average job tenure is particularly low in
personal servicesin all countries. In social services, on
the other hand, it is on par or higher in most countries
than in manufacturing. At a more detailed level, job ten-
ure tends to be highest (and higher than in manufacturing)
in public administration, communications and education.
It is lowest in domestic services, hotels and restaurants
and in business and professional services. Within the
good-producing sector, average tenure tends to be rela-
tively low in the construction industry and relatively high
in agriculture and in public utilities.*

D. Training

The incidence of continuing vocational training
provides a rough indicator of opportunities for career
development and advancement. In fact, thisis one of the
few indicators of job quality where service jobs consis-
tently come out ahead of jobs in the goods-producing
sector (Chart 3.1, Panel D). On average, across the
countries shown in Table 3.B.4, the probability of a
worker receiving continuing vocational training during a
given period of time is ailmost one-fifth higher than the
national average for workersin services and around one-
third lower for workers in the goods-producing sector.
Within the service sectors, the incidence of training is
highest in producer and social service sectors and lowest
in the distributive and personal services sectors. But
even for these latter two sectors, the incidence of train-
ing in at least one of the sectors is higher than in
manufacturing in the majority of countries.

These results for training might at first seem some-
what anomalous given the results for some of the other
characteristics of jobs. Part-time work is much more prev-
alent in the service sector than the goods-producing sec-
tor, and yet there is evidence that part-time workers
typically receive less training on average than full-time
workers[OECD (1999)]. Average job tenureis also some-
what lower and job turnover higher in services than in
goods production. Given that, all other things equal, the
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pay-off to firm-specific training will be lower for an
employer when labour turnover is relatively high, this
would tend to lower the incidence of training in the ser-
vice sector relative to the goods-producing sector. The
fact that more training occurs per employee in the service
sector than the goods-producing sectors suggests that the
gap between the two sectors is probably even higher for
workers with similar characteristics.

There are a number of possible reasons for this
result. These include the relationship between training
and educational attainment and the sectoral impact of
technological change. Thereisin genera a positive
association between educational attainment and the inci-
dence of training [OECD (1999)]. As workers in the ser-
vice sector have a higher level of educational attainment,
on average, than those in the goods-producing sector
[OECD (2000)], this would partly explain the higher
incidence of training in the service sector. A related rea-
son may be the greater retraining requirements imposed
by technological change on some sectors than on others.
For instance, the incidence of working with computers
and other forms of information technology (IT) appears
to be higher in certain service sectors (notably in the
producer service sectors and for government workers in
the social service sector) than in manufacturing.” Thus,
the IT revolution may require more frequent and wide-
spread retraining to take place in these service sectors
than in manufacturing.®

Table 3.1.

E. Accounting for country differences
in job characteristics

Sectoral differences in part-time and temporary
work and in average job tenure partly reflect differences
in the average characteristics of workersin each sector.
For example, part-time work is considerably more com-
mon among women workers in general than among men,
irrespective of the sector they each work in. Average ten-
ure also tends to be lower for younger workers and
women than for older workers and men. Therefore, it is of
some interest to examine the extent to which job quality
and worker characteristics are correlated across sectors.

In Panel A of Table 3.1, correlation coefficients are
shown between various aspects of jobs and characteristics
of workers when measured separately in each of nine
broad sectors and pooled across countries.” Each measure
of job quality (incidence of part-time and temporary work
and average job tenure) is shown as aratio of its value for
each sector divided by the national average. This is done
in order to abstract from country differences in the abso-
lute levels of these measures. The question being asked
here is to what extent sectoral, rather than country, varia
tionsin job quality are related to sectoral differencesin
worker characteristics.

Not surprisingly, the incidence of part-time and tem-
porary work tends to be higher in sectors that have a
higher-than-average proportion of workers that are
women and younger workers. The incidence of part-time

Correlates of sectoral and country differencesin variousjob characteristics, 1998

Correlation coefficients®

Part-time incidence

Temporary incidence Average job tenure

A. Correlationsacross countriesand 9 sectors®

Gender 0.79** 0.25* —0.33**

Age 0.34** 0.30** —0.60**

Education 0.01 0.43** 0.12

Occupation —0.48** 0.14* 0.46**

Part-time incidence 1

Temporary incidence 0.42%* 1

Average job tenure —0.28** 0.06 1
B. Correlationsacross countries only©

Employment sharein services 0.53** -0.32 —0.55*

a) ** and* mean statistically significant at 1 % and 5 % levels respectively.

b) Gender, age, education and occupation refer to the proportion of all workers in each sector tha are, respectively: women; aged less than 25; low-skilled (ISCED 0-2);
and blue-collar workers (ISCO 6-8). In order to abstract from country differences in levels, each of these variables and the job characteristic measures have been
normalised by dividing the value for each sector by the corresponding national value for al sectors. The nine sectors correspond to the sectoral breakdown shown in

Chart 3.1 and Tables 3.B.1-3.B.3 (see Annex 3.A for further details).

¢) The employment share in services refers to the share of service sector employment in total employment. The other variables are as defined as in Panel A but refer to

national averages and to levelsrather than to ratios.

Source:  EU countries, European Labour Force Survey (data supplied by EUROSTAT); for the United States, OECD estimates based on microdata from the Current Popu-
lation Survey (outgoing rotation group file and, for temporary workers, contingent workers supplement); and for the other countries, data supplied by national

statistical authorities based on their national labour force surveys.
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work is negatively correlated with the incidence of blue-
collar work (which can be partly attributed to a higher
incidence of blue-collar work among men than among
women) but is not correlated with the level of educational
attainment. Temporary work, on the other hand, appears
to be more common in sector with arelatively high pro-
portion of workers with few educational qualifications.
Average job tenure tends to be lower in sectors that
employ relatively more women and youth and higher in
sectors employing relatively more blue-collar workers.
However, apart from the relationship between part-time
work and gender and between tenure and age, the size of
the correlation coefficients indicates that the characteris-
tics of workers shown in Table 3.1 account for less than
one-half of the variation across sectors.

The resultsin Panel A of Table 3.1 also indicate to
what extent variations in different job characteristics
tend to be associated within the same sectors. Sectors
with a high incidence of part-time work tend to be asso-
ciated with a high incidence of temporary work and, to a
lesser extent, with lower average job tenure. However,
there does not appear to be any association across sec-
tors between the importance of temporary work and
average job tenure.

Of course, the characteristics of workersin each sec-
tor will reflect both labour supply and demand factors.
Workers with different characteristics will have different
preferences with respect to the sector they wish to work in
and the type of working arrangements. There are likely to
be differences across sectors in the skill requirements of
firms and in their needs with respect to flexibility in hiring
and firing. Ingtitutional factors will in turn affect both these
labour supply and demand decisions. Disentangling the
separate influence of these factors in accounting for sec-
toral differencesin various job characteristicsis not simple.

Country comparisons can provide some useful
information on thisissue. In fact, there are substantial dif-
ferences across countries that need to be accounted for.
For example, in 1999, the overall incidence of part-time
employment ranged from a low of under 6% in the Czech
Republic to a high of just over 30% in the Netherlands
(Table 3.B.1). A similar variation across countries can
also be observed for the overall incidence of temporary
work and to a lesser degree for average job tenure
(Tables3.B.2 and 3.B.3). If demand factors alone are
driving sectoral differencesin various job characteristics
then country differences in employment structure would
tend to account for much of this variation across countries
at the economy-wide level.

At abroad level, there is a reasonably strong and
positive correlation across countries between the overall

incidence of part-time work and the overall employment
share in the service sector (Table 3.1, Panel B). Average
job tenure also tends to be lower in countries with a
higher employment share in services.

A deeper andysis of country differences in employ-
ment structures at a more detailed sectoral level (i.e. for the
21 sectors shown in Annex 3.A) can be carried out within a
simple shift-share framework. The results are reported in
Chart 3.2. For each job chracteristic, the overall difference
between each country and the (weighted) average for all
countries at the economy-wide level isfirst calculated. This
difference is then decomposed into “between”, “within”
and “interaction” effects.® The first effect reflects differ-
ences in employment structure between each country and
the “average” country, while the second reflects differences
between countries in each job characteristic for the same
sectors. The third effect captures the effect of interactions
between both differences in employment structure and in
each job characteristic.

In the case of part-time work, differences in
employment structure (“between” effects) account for a
relatively small proportion of the overall differencein
incidence between each country and the “average” coun-
try. If each country had the same structure as on average
across al countries, but all else was unchanged, then the
overall incidence of part-time employment would change
by one percentage point or lessin all countries except the
Czech Republic and Germany. Most of the difference
between countries appears to stem from the “within”
effect, i.e. the incidence of part-time work tends to be uni-
formly higher or lower across all sectors in one country
than in another.

A similar result is also recorded for the incidence of
temporary employment. Again, the “between” effect
accounts for around one percentage point or less of the
overall difference between each country and the “aver-
age” country. In the case of average job tenure, the
“between-sector” effect in some countries accounts for a
significant part of the overall difference in tenure across
countries, but even so the contribution is ailmost always
much smaller in magnitude than that of the “within-
sector” effect. For example, job tenure for women is
almost 4.5 years higher in Greece than on average in other
countries. Of this, differences in employment structure
account for just over one year whereas differences within
each sector account for almost two years. In contrast,
average job tenure for both men and women in the United
States is well below the average for other countries, but
again thisis mainly accounted for by lower average job
tenure in all sectors rather than because it has a higher
employment share in services.
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Chart 3.2. Accounting for differences across countries in various job characteristics?
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a) For each job characteristic, “total” refers to the difference between each country and the (weighted) average for all countries at the economy-wide level;
“between” refers to the contribution of differences in employment structure; and “within” refers to the contribution of differences across countries within
each sector. Countries have been ranked by the size of the overall difference for each job characteristic. The data refer to 1999 for all countries, except
Austria (1995 for average job tenure) and the Czech Republic and Canada (1998 for all measures).

Sources: See Tables 3.B.1-3.B.3.
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F.  Changesover timein part-time, temporary work
and job tenure

The anaysis has concentrated on a snapshot of var-
ious job characteristics at a point-in-time. As such, it can-
not provide answers to questions such as whether the
growth of employment in the service sector has contrib-
uted to changes in these characteristics or not. For
instance, the incidence of part-time work is generally
much higher in the service industries than in the goods-
producing industries. However, a shift of jobsinto the ser-
vice sectors need not necessarily lead to, or account for, a
rise in the part-time employment share at the level of the
whole economy. If the incidence of part-time work fallsin
all sectors, the overall share may also fall despite a com-
positional shift of employment into sectors with a
higher-than-average incidence of part-time work.

A more dynamic perspective on the relationship
between changes over time in the sectoral distribution of
employment and changes in various job characteristics
can be provided by using the same type of shift-share
analysis as was used to account for differences across
countries. The results are reported in Chart 3.3. As before,
changes over time in the overall share of part-time, tem-
porary employment and average job tenure can be decom-
posed into “between”, “within” and “interaction” effects.’
If employment shifts into the service sector were the prin-
cipal reason for observing changes at the economy-wide
level, the between-sector contribution would tend to be
much greater than the within-sector contribution.

In the case of part-time employment (Chart 3.3),
there has been a substantial rise in its incidence in sev-
eral countries. For example, in Australia, Belgium,
Ireland and Japan it has risen by over 5 percentage
points. Employment shifts between sectors have tended
to push up the overall incidence of part-time work in all
countries except Japan, Korea, the Netherlands and
Spain. But this has been by less than one percentage
point in all countries, except for Australia. Changes
within sectors generally account for a much larger pro-
portion of the overall change.

The rise in the share of temporary jobs in total
employment has been less pronounced in most countries
than the rise in the part-time employment share, except
for substantial rises in Belgium, France and Spain. In all
cases, between-sector effects account for less than one
percentage point of the overall change in the temporary-
employment share. Where the temporary-employment
share has risen significantly, the within-sector effect
largely dominants the between-sector effect.

In the case of average job tenure, no consistent
trends over time emerge. Job tenure rose in some coun-
tries and fell in others, although women in most of the
countries shown in Chart 3.3 did experience rising tenure.
In virtually all countries, and particularly for men,
employment shifts between sectors have had a negative
but small impact on average tenure. In contrast, changes
in average job tenure within sectors have generally had a
positive impact, especially for women.

To summarise, differences in employment struc-
ture appear to account for only a small part of the vari-
ation across countries and over time in average job
tenure and the overall incidence of part-time and tempo-
rary employment. Thus, general institutional, economic
and social changes that tend to affect all sectors have
probably been more important factors rather than the
shift of employment out of goods production and into
services. These include the strength of employment pro-
tection legislation, the degree of collective bargaining
coverage, the existence of statutory wage floors, etc., as
well as the distribution of worker characteristics in
terms of age, gender and skill level.

II. Working conditions
and job satisfaction

A. Working conditions

The various job characteristics described so far provide
only very indirect measures of job quality. Asan dternative
to these indirect measures, more direct measures are pro-
vided by surveys of working conditions. In these types of
surveys, jobholders are typically asked a number of ques-
tions about various aspects of their working conditions cov-
ering the work environment, the nature of the tasks
performed in the job, the degree of job autonomy, etc. These
surveys can potentialy provide a useful insight into differ-
ences across sectors in the types of job tasks being performed
and whether they involve relatively poor or relatively good
working conditions.!® However, it is not evident how to
derive an aggregate measure of job quality from the poten-
tidly wide array of information on working conditionsthat is
available. Moreover, not al countries have these types of
surveys, and there can be large differences in the type of
questions that are asked in those that do.

In order to minimise these potential problems, the
analysis mainly draws upon the results of the European
Survey on Working Conditions [European Foundation
(1997)], which provides a useful source of comparable
data for European Union countries (see Box 3.1).
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a) For each country, “total” refers to the change over time for each job characteristic at the economy-wide level; “between” refers to the contribution of
shifts in the employment structure; and “within” refers to the contribution of changes within each sector. Countries have been ranked by the size of the
overall change in each job characteristic.

b) The data refer to: 1992-1998 for Korea and New Zealand; 1992-1999 for Germany, Italy and Switzerland; 1995-1999 for Austria; 1987-1998 for Canada;
1993-1998 for the Czech Republic; 1984-1998 for Japan; and 1987-1999 for all other countries.

¢) The data refer to: 1992-1999 for Germany, Italy and Switzerland; 1995-1999 for Austria; 1993-1998 for the Czech Republic; 1984-1998 for Japan; and
1987-1999 for all other countries.

d) The data refer to: 1992-1998 for Canada; and t01992-1999 for all other countries.

Sources: See Tables 3.B.1-3.B.3.
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Box 3.1. Measuring working conditions

The European Survey on Working Conditions is specifically designed to monitor working conditions as perceived by
respondents. The second survey was conducted in each of the fifteen countries of the European Union at the end
of 1995/beginning of 1996 in close collaboration with Eurostat and National Statistical Offices. A fairly small, but
representative, sample of the employed population aged 15 and over was surveyed. Around 1 000 persons were interviewed in
each country (500 in Luxembourg, 2 000 in Germany). The survey is described in more detail in European Foundation (1997).

A wide range of information on working conditions is available from the survey. For the purposes of this study, nine key
aspects of poor working conditions have been identified and the incidence of workers reporting each aspect has been cal cul ated.
The definition of each type of working condition is described below and the relevant survey question upon which it is based is
given in parenthesis.

Unpleasant working conditions. For between one-half to al of the time, exposed in main job to at least one of the
following: vibrations from hand tools or machinery; loud noise; high or low temperatures; breathing in vapours, fumes, dust or
dangerous substances; handling dangerous products; or radiation such as X rays, radioactive radiation, welding light or laser
beams (Question 14a-g).

Unpleasant work tasks. For between one-half to all of the time, main job involves at least one of the following: painful
or tiring positions; carrying or moving heavy loads; short repetitive tasks; repetitive hand or arm movements; or wearing

personal protective equipment (Question 15a-€).

Monotonous work. Main job involves monotonous tasks (Question 23f).
Not in a secure job. Persons replying that they do not have a secure job (Question 20f).
Working antisocial hours. Usually work at least once a month either at night or on Sundays or work shifts or irregular

hours (Questions 18a, b and 19).

Limited working-time flexibility. Cannot take a break when wanted and not free to decide when to take holidays or days

off (Question 20b, c).

Limited work autonomy. Not able to choose or change either the order of tasks, work methods or work speed

(Question 22a-c).

No additional benefits. Over and above their statutory entitlements, do not receive any of the following additional
benefits: sick child leave; maternity leave; parental leave; or child day care (Question 30a-d).

Work-related health problems. Absence of 5 days or more over the past 12 months due to health problems caused by

main job (Question 32).

Broad differences in working conditions between the
goods-producing sector and the service sector are shown
for each EU country in Table 3.2. The same information is
shown at a more detailed sectoral level for the EU as a
wholein Chart 3.4. In both the table and the chart, the data
refer to the percentage of workers that report experiencing
aparticular type of working conditions. Higher values indi-
cate less favourable working conditions.

In Table 3.2, no clear-cut distinction emerges
between the two sectors. Nevertheless, there are several
areas where working conditions appear to be distinctly
less favourable in the goods-sector than in the service sec-
tor, but none where the opposite is true. In almost all
countries, jobs in the goods-producing sector appear to be
more likely to be associated with unpleasant working con-
ditions or work tasks than in the service sector. On aver-
age for the EU, they also appear to offer less work
autonomy. However, this result does not hold for all indi-
vidual EU countries. For the other aspects of working

conditions, apart from “antisocial” hours of work, they
also appear to be less favourable on average in the EU in
the goods-producing sector than in the service sector. But
these differences are either relatively small and/or do not
hold for every country.

Within the service sector, the hotel and restaurant
and transport and communications sectors stand out as
generally having less favourable work conditions than
other service industries (Chart 3.4). Working conditions
in these two sectors also tend to be as bad as or less
favourable than in the goods-producing sector. For
instance, a higher proportion of workers in these sectors
report working “antisocial” hours and having no addi-
tional benefits than do workers in manufacturing. The
prevalence of jobs involving unpleasant work tasks,
monotonous work, limited work autonomy or limited
working-time flexibility is also roughly similar. In addi-
tion, the proportion of workers not feeling secure in their
jobs is higher in the hotel and restaurant sector than in
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Table 3.2.

Working conditionsin Europe by broad sector, 1995/962

Percentage of workers in each sector experiencing each type of working condition

Unpl (?(a)?j?:i \(/)vr:)Srk| ng Unpleasant work tasks Monotonous work Working antisocial hours Li mnefrlj ;Vi%ri‘l(iltr;/g-“ me
Goods- ) Goods- ) Goods- ) Goods- ) Goods- )
producing Sszrcvtg:re producing S;;L;e producing zzrc\g)cre producing i:’t'(;e producing i:’t'(;e
sector sector sector sector sector
Austria 62 29 72 52 34 27 23 22 60 52
Belgium 41 22 66 50 35 36 27 20 50 55
Denmark 46 26 62 48 46 36 21 23 26 40
Finland 58 29 74 66 57 41 44 39 31 46
France 62 36 79 65 55 45 17 24 40 42
Germany 52 20 66 42 41 29 19 17 69 54
Greece 83 43 84 70 58 59 27 28 38 49
Ireland 52 28 65 53 52 55 25 27 37 45
Italy a4 33 63 57 41 42 15 19 33 38
Luxembourg 53 24 61 40 42 34 32 18 37 39
Netherlands 50 27 74 63 41 28 21 23 46 47
Portugal 59 32 79 66 47 40 17 29 41 40
Spain 65 36 79 62 63 60 16 22 47 58
Sweden 58 26 70 a7 37 23 24 17 25 43
United Kingdom 53 38 72 65 66 67 23 28 40 39
European Union 55 30 71 57 49 44 19 22 48 46
Limited work autonomy Work-related health problems Not in asecure job No additional benefits®
Goods-producing Sarvice sector Goods-producing Sarvice sector Goods-producing Sarvice sector Goods-producing Sarvice sector
sector sector sector sector
Austria 54 49 13 7 14 11 21 13
Belgium 43 34 9 5 15 21 35 24
Denmark 37 30 3 3 15 12 53 41
Finland 41 45 10 5 24 26 56 50
France 50 41 5 5 40 34 36 33
Germany 64 49 12 8 19 10 18 14
Greece 42 51 8 4 40 28 31 18
Ireland 42 45 2 1 14 11 34 26
Italy 52 42 2 3 21 16 25 18
Luxembourg 59 42 7 5 9 12 34 18
Netherlands 32 35 8 7 19 15 27 18
Portugal 45 35 11 5 30 34 24 17
Spain 60 43 6 5 26 25 36 29
Sweden 40 42 4 5 25 28 75 80
United Kingdom 40 39 3 3 23 19 30 27
European Union 52 43 7 5 24 20 29 25

a) SeeBox 3.1lintext for definition of each type of working condition. A higher value indicates less favourable working conditions.

b) Datarefer to wage and salary earnersonly.

Source:  OECD estimates based on microdata from the Second European Survey on Working Conditions (1995/96).

manufacturing, although the proportion is lower than in
agriculture and construction. At the other end of the scale,
workers in financia intermediation appear to have some
of the most favourable working conditions, closely fol-
lowed by workers in public administration, and in real
estate and business activities.

In Table 3.3, averages are presented across the nine
different aspects of working conditions as a convenient
way of summarising broad differences in poor working

conditions across sectors. The absolute value of the inci-
dence of each working condition does not in itself convey
any information about the comparative value that workers
themselves place on these working conditions. Therefore, it
would be meaningless to simply average these absolute val-
ues across the different types of working conditions. Instead,
two dternative methods of averaging are presented. The first
consgts of calculating the ratio of the incidence of each type
of working condition in each sector to the overall incidence
for all sectors and then averaging these ratios. The second
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Chart 3.4. Working conditions in Europe by sector, 1995%°

Percentage of workers in each sector experiencing each type of working condition

Unpleasant working environment

Unpleasant work tasks

Monotonous job

70 90 60
60 80 55
0 0 e
20 50 40
10 40 35

12 3 45 6 7 8 9 10 11 1

Not in a secure job

2 3 456 7 8 91011 1

Working antisocial hours

2 3 45 6 7 8 910 11

Limited working-time flexibility

123 45 6 7 8 9 10M1 1

Limited work autonomy

2 3 45 6 7 8 910M1 1

No additional benefits®

2 3 45 6 7 8 91011

Work-related health problems

12 3 456 7 8 910M1 1

1. Agriculture (A+B)
2. Mining & manufacturing (C+D)
3. Electricity, gas, water (E)

4. Construction (F)
5. Wholesale & retail (G)
6. Hotels & restaurants (H)

2 3 456 7 8 91011 1

7. Transport & communications (1)
8. Financial intermediation (J)
9. Real estate & business activities (K)

2 3 45 6 7 8 910 11

10. Public administration (L)
11. Other services (M-Q)

a) See Box 3.1 in text for definition of each type of working condition. A higher value indicates less favourable working conditions.

b) The dashed line in each chart represents the average across all sectors.
c) Data refer to wage and salary earners only.

Source: OECD calculations based on results from the Second European Survey of Working Conditions.

consists of ranking sectors for each type of working condi-
tion separately and then ranking the average of these ranks.
Both types of averaging implicitly assign an equal weight to
each type of working condition. In reality, of course, they
will be valued differently and these valuations will differ
across workers. Nevertheless, these averages provide a use-
ful way of summarising whether sectors can be distinguished
between those with generally more favourable working con-
ditions and those with generaly less favourable conditions.

As it turns out, both procedures produce similar
results. On average, the risk of facing poor working
conditions appear to be lower in many service sectors
than most goods-producing sectors, particularly in
financial intermediation, real estate and business activ-
ities and public administration. The least favourable
conditions appear to be in hotels and restaurants, agri-
culture, construction, manufacturing and transport and
communications.
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Table 3.3. Averages across a range of working conditionsin Europe by sector, 1995/962

Average of ratios® Ranking of ranks®
Goods-producing sector 112 ..
Agriculture (A + B) 123 11
Mining and manufacturing (C + D) 1.09 8
Electricity, gas, water (E) 1.07 5
Construction (F) 115 10
Ser vice sector 0.93 .
Wholesd e and retail (G) 0.90 6
Hotels and restaurants (H) 1.26 9
Transport and communications (1) 114 7
Financid intermediation (J) 0.71 1
Real estate and business activities (K) 0.85 2
Public administration (L) 0.86 3
Other services (M — Q) 0.93 4

. Datanot applicable.

a) Thedatarefer to averages across nine different aspects of working conditions (see text and Box 3.1). A higher value indicates |ess favourable working conditions.
b) Simple average of the ratio for each type of working conditions of the incidence in each sector relative to the average incidence for all sectors.

c) Ranking of the average rank for each sector based on its value for each type of working conditions.

Source:  OECD estimates based on microdata from the Second European Survey on Working Conditions (1995/96).

It is difficult to compare these results with those for
other countries outside of the EU because of differences
in the way each country gathers information on working
conditions. In one study for Canada, the average number
of arange of monetary and non-monetary benefits that are
received by employeesin each sector is reported [Statis-
tics Canada (1998)]. In 1995, employees in public admin-
istration, finance and communications received
considerably more benefits on average than employeesin
the manufacturing sector while employeesin retail trade,
hotels and restaurants and other personal services sectors
received considerably fewer. Employees in other service
sectors received either asimilar or dightly small number
of benefits on average than in manufacturing but far more
than in agriculture and construction. The results were
based on the 1995 Survey of Work Arrangements. The
non-monetary benefits include working a regular daytime
schedule (or other schedule by choice), being in a perma-
nent job, having access to flexitime and stating a prefer-
ence for working the same hours for the same pay rather
than fewer hours for less pay or more hours for more pay.
The monetary benefits include being covered by various
pension and health plans and entitlements to paid sick
leave and paid vacation.

For the United States information is available on the
prevalence of flexitime and shift work [Beers (2000)].
In 1997, flexitime arrangements were generally more
prevalent in all broad service sub-sectors than in goods-
producing sectors, apart from agriculture. A less clear dis-
tinction emerges in the case of shift work and other non-
regular daytime schedules where the prevalence of these
arrangements is much higher in several service sectors,

such as hotels and restaurants, transport and other
personal services, than in the manufacturing sector.

B. Job satisfaction

Another way of trying to measure job quality more
directly isto simply ask people whether they are satisfied
with their jobs or not. However, considerable care is
required in interpreting the results of this type of subjec-
tive measure in the context of international comparisons.
There can be subtle differences between countries in the
way guestions about job satisfaction are asked and inter-
preted. There are also likely to be systematic country dif-
ferences in the way people respond to these types of
subjective questions. Even within the same country, it is
not entirely clear what precise aspect of job quality is
being captured by questions about job satisfaction. Being
satisfied with one’s job may be an important benefit of a
job but answers to questions about job satisfaction are
probably also reflecting the extent to which a range of
expectations about pay, working conditions and career
prospects are realised in practice.!"

Bearing in mind these qualifications, the relative
degree of job satisfaction by sector is reported in
Table 3.4 according to the results of the European Work-
ing Conditions Survey (EWCS) and the European Com-
munity Household Panel (ECHP) Survey. Two measures
are shown. Thefirst is the average of satisfaction scores
reported in each sector (higher values indicate greater sat-
isfaction). However, a simple average of ordinal valuesis
implicitly assigning the same weight to each possible
response when there is no reason to believe that a score
of 4 indicates twice as much satisfaction as a score of 2.
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Table 3.4. Job satisfaction in Europe by sector, 1994-1996

European Survey on Working Conditions® European Community Household Panel®

Qvgﬁagfiﬁéi Proportion very satisfiedd Q‘gﬁg‘;‘lﬁ'ﬂ( Proportion very satisfied?
Goods-producing sector 3.03 26.2 421 11.6
Agriculture (A + B) 2.86 22.8 4.03 134
Industry (C + D + E) 3.07 272 4.25 11.3
Construction (F) 3.03 255 419 115
Service sector 3.18 348 441 14.8
Wholesal e and retail (G) 3.09 315 4.23 12.9
Hotels and restaurants (H) 3.07 24.6 411 12.0
Transport and communications (1) 3.09 27.9 4.28 109
Financid intermediation (J) 3.18 35.2 447 141
Real estate and business activities (K) 321 37.8 4.46 15.1
Public administration (L) 3.27 395 450 14.3
Other services (M —Q) 324 38.1 4.49 17.1
All sectors 3.12 31.6 4.33 13.8

a) Thedatarefer to replies to question 36 of the survey: On the whole are you very satisfied, fairly satisfied, not very satisfied or not at al satisfied with your main job?
b) The datarefer to the variable PK 001 of the survey: satisfaction with work or main activity. The level of satisfaction is scored as 1 for not satisfied through to 6 for fully

satisfied. Only replies from persons in employment were taken into account.

c) Weighted average of job satisfaction scores (i.e. 1 for least satisfied category, 2 for the next level of satisfaction and so on).

d) Proportion of workers reporting highest level of job satisfaction.

Source:  OECD estimates based on microdata from the Second European Survey on Working Conditions (1995-1996) and the 1994-1996 waves of the European Commu-

nity Household Panel Survey.

Therefore, the second measure shows the proportion of
workers in each sector reporting the highest level of sat-
isfaction. The results are fairly similar across the two sur-
veys and suggest that, on average across EU countries,
job satisfaction tends to be higher in the service sector
than in the goods-producing sector. However, this is not
uniformly the case throughout the service sector. Workers
in hotels and restaurants report relatively low levels of
satisfaction while the highest levels are reported in real
estate and business activities, public administration and
other social and personal services. Workers in transport
and communications also report relatively low levels of
job satisfaction.

To some extent these sectoral differencesin job sat-
isfaction may reflect compositional differencesin the
characteristics of workers. All other things equal, there is
some evidence that women tend to report higher levels of
job satisfaction than men and that there is a U-shaped
relationship between age and job satisfaction [Clark
(1997); Clark and Oswald (1996)]. Therefore, a more
detailed analysis is required of whether these sectoral dif-
ferences remain once allowance is made for differences
across sectors in the composition of employment according
to various worker characteristics.

In Table 3.5, the results are shown of regressing
reported levels of job satisfaction from the two surveys
against sector of employment, as well as against various

other job and worker characterigtics that are likely to influ-
ence job satisfaction.'? The coefficients on the sector vari-
ables are reported relative to manufacturing. A positive
coefficient for a particular sector indicates that, all other
things equal, job satisfaction is higher in that sector. It
could be argued that job characteristics such as part-time
and temporary status, average job tenure, firm size, earn-
ings and, possibly, occupation, should not be included in
the regression since they also represent different aspects of
job quality. However, it is interesting to examine whether
there are sectoral differences in other unobserved factors
that are associated with job satisfaction. Therefore, the
regression results in Table 3.5 are shown both with and
without controls for these job characteristics.

Both the ECHP and EWCS results in Table 3.5
(Model 2) suggest that, after controlling for a range of
worker characteristics (and unobservable factors affecting
cross-country differences), job satisfaction tends to be
higher in most other sectors than in manufacturing. This
is broadly in line with the results in Table 3.4. Interest-
ingly enough, the ECHP results also suggest that, even
after controlling for sectoral differencesin arange of job
characteristics (Model 1), there are still other aspects of
jobs which are associated with lower levels of job satisfac-
tion in manufacturing than in other sectors. However, these
differences are less important than when only worker char-
acteristics are controlled for. These unobserved aspects of
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Table 3.5. Job satisfaction by sector, controlling for job and worker char acteristics®
European Community Household Panel European Survey on Working Conditions
Model 1° Model 2¢ Model 1° Model 2¢
Agriculture (A + B) 0.03 -0.11 -0.10 -0.16
Mining and/or e ectricity, gas and water (C/E) 0.08 0.11 0.07 0.22
Construction (F) 0.03 -0.02 -0.15 -0.1
Wholesa e and retail (G) 0.02 0.03 -0.07 0.03
Hotels and restaurants (H) -0.05 -0.05 0.03 -0.01
Transport and communications (1) 0.01 0.04 0.00 0.08
Financid intermediation (J) 0.05 0.15 -0.03 0.12
Real estate and business activities (K) 0.05 0.09 -0.02 0.20
Public administration (L) 0.15 0.22 0.18 0.34
Other services (M — Q) .. .. 0.12 0.28
Education (M) 0.21 0.31
Health and social work (N) 0.25 0.30
Other social and persond services (O — Q) 0.05 0.01
Controls for worker characteristics Yes Yes Yes Yes
Controlsfor job characteristics Yes No Yes No
Controlsfor fixed country effects Yes Yes Yes Yes
Number of observations 77377 81788 10 080 11489

. Datanot available.

a) For the questions on job satisfaction and the possible replies see Table 3.4. The coefficients reported in the table are the results of an ordered probit regression where the
dependent variable is the job satisfaction score of each individual. The independent variables include variables for sector of employment (with manufacturing as the
reference sector) and other job characteristics (earnings— ECHP only, occupation, part-time status, permanent status, firm size, average job tenure). Variablesfor various
worker characteristics (gender, education — ECHP only, marital status, presence of dependent children) and for country and year (ECHP only) effects are also included. A
positive coefficient indicates that relative to the manufacturing sector job satisfaction is higher all else equal and vice versa. All reported coefficients are significant at the

1 per cent level.
b) Full model with all job and worker characteristics included.

¢) Reduced mode without any variable for job characteristics, apart from sector of employment.
Sources. OECD estimates based on microdata from the Second European Survey on Working Conditions (1995/96) and the 1994-1996 waves of the European Community

Household Panel Survey.

jobs are probably related to the results reported earlier
on working conditions that showed poorer conditions in
manufacturing in a number of dimensions than else-
where. The EWCS results are somewhat different in that
after controlling for both job and worker characteristics,
job satisfaction appears lower in a number of service
sectors than in manufacturing. However, unlike the
ECHP, the EWCS does not contain information on edu-
cation and earnings and so these characteristics could
not be controlled for.

I11. Pay levels as a measure of job quality

Another important job characteristic that may be
more directly linked to job quality isthe rate of pay that is
associated with a job. Invariably, studies of earnings dif-
ferentials find that rates of pay are highly correlated with
the level of skill required in the job, whether measured by
formal educational qualifications, tenure in the job and
overall work experience or by more direct measures in
terms of knowledge requirements and the complexity
involved in carrying out the job.' Within the same sector
more highly-paid employees tend to have better working

conditions than lower-paid employees in the sense of
working in less physically demanding or noisy jobs
and/or with greater autonomy in their work schedules.
This suggests that better quality jobs can be proxied by
those with higher pay.'

While knowing what a job pays may be a useful
way of assessing job quality, there are a number of poten-
tia problems with comparing earnings across sectors and
countries (see Box 3.2). In order to improve comparabil-
ity, earnings are reported as hourly earnings for all work-
ers, when available, otherwise to earnings of full-time
workers only. To the extent possible, the earnings data for
the European countries are drawn from harmonised
sources such as the European Structure of Earnings Sur-
vey and the European Community Household Panel.
Earnings differentials across sectors are also shown rela
tive to earnings of manufacturing workers, as earnings
data for this sector are available in all countries. Never-
theless, not all of the various problems of comparability
can be fully resolved, and the reported results should only
be taken as providing a broad indication, as opposed to
precise estimates, of differences across sectors and
countries in earnings differentials.
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Box 3.2. Comparing ear nings differentials across countries

International studies of earnings differentials usualy need to confront a number of problems concerning data comparability.

First, there are substantial differences across countries in the way earnings are defined and in the way the data are
collected. The earnings data may or may not include overtime pay and other regular and irregular bonuses. These components
of pay can differ in importance both across countries and sectors.

Second, not all countries regularly collect earnings data on individuals (as opposed to total wage and salary
payments) across all sectors of the economy. This is often the case for countries relying on establishment surveys or
administrative data as their main source of earnings data. Information is often lacking for public administration,

education, health and other social and personal services.

Third, not al countries report earnings data on an hourly basis. This can hamper comparisons across sectors. A sector with a
relatively high incidence of part-time work will tend to record relatively low earnings if earnings are measured on a weekly,
monthly or annual basis, irrespective of whether hourly rates of pay are high or not in that sector.

Findly, different survey instruments are used to collect earnings data. Administrative data and establishments surveys tend to
report more accurately both earnings and hours paid for than household surveys, but their sectoral coverage can be limited, small
firms are sometimes excluded and they may not cover very low-paid workers for other reasons. The coverage of household surveys
tends to be better but at the cost of greater reporting error with respect to earnings, hours worked and sector of employment.

A. Overall earnings differentials across sectors

Table 3.6 provides a summary of earnings differen-
tials across sectors relative to manufacturing. For those
countries for which earnings data are available covering
all sectors, average earnings in the service sector are
slightly higher or around the same as in the goods-
producing sector in most countries. The main exceptions
are Australia and the United States. In Australia earn-
ings for full-time workers are substantially higher in the
service sector than in the goods-producing sector. In
contrast, relative earnings for American service workers
are substantially lower."

Within the goods-producing sector, average earn-
ings tend to be highest in electricity, gas and water and
lowest in construction and agriculture. Within the ser-
vice sector, jobs in producer services record the highest
average earnings in most countries followed by social
services. Average earnings are lower in distributive ser-
vices than in manufacturing in most countries, with the
notable exceptions of Portugal and Italy, and lower still
in personal services.'®

B. Thedistribution of jobs by broad wage levels

So far the distribution of earnings in each sector has
been ignored. The level of average earnings may be the
same in any two sectors, but with a very different disper-
sion of earnings. Consequently, one sector may have a
higher incidence of low-paying jobs and/or higher inci-
dence of high-paying jobs than in the other sector. One
way to take account of sectoral differences in earnings

distribution is to divide up sectors by occupational
groups. It isthen possible to look at how the earnings of
similar groups of workers in terms of occupational status
vary across sectors and countries although of course this
ignores the dispersion of earnings within these occupa-
tional groups. In the following analysis, employment in
each country has been divided up into 13 sectors
(see Table 3.7) and into a number of broad occupations
varying from 4 to 7 according to sector. In total, some
76 separate sector/occupation categories are identified
(see Table 3.C.1). These categories are then ranked on the
basis of average hourly earnings for workers in each cat-
egory in 1995 and assigned to three groups (low, medium
or high paid) of equal size on the basis of employment
shares (see Annex 3.C for further details).!”

In Table 3.7, the sectoral composition of jobsin
each of these three wage groups is shown for the EU and
the United States (a breakdown by occupation as well is
provided in Tables 3.C.1 and 3.C.2 for the EU countries
and 3.C.3 for the United States). In both economies, the
service sector accounts for the lion's share of low-paid
jobs, but it also accounts for a large majority of high-paid
jobsaswell. Thisis hardly surprising as the service sector
accounts for a large majority of all jobs. In fact, in both
economies, the service sector accounts for a higher share
of high-paying jobs than its share of al jobs. Service-
sector jobs are somewhat over-represented in low-paying
jobs but only in Europe and only by a small amount. In
both economies, service sector jobs are under-represented
in medium-paying jobs, especially in Europe.'®
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Table 3.6. Earnings differentials by sector of employment?
Ratio of average earnings in each sector to average earnings in manufacturing
Goods-producing sector Service sector
Agricullture, Mining Manufac- Bledtricity, Construc- Producer Distributive  Personal Social
Total hunting andl turing gasand tion Total services services services services
and forestry quarrying water supply
A. Data based on partial coverage of sectors®
Austria . . 1.08 1.00 1.32 1.05 . 1.01 0.93
Belgium . . 0.92 1.00 1.37 0.85 . 1.13 0.91
Denmark . . 1.30 1.00 1.27 1.02 . 1.18 0.98
Finland . . 0.88 1.00 111 0.99 . 1.09 0.97
France . . 1.07 1.00 1.18 0.94 . 1.06 0.87
Greece . . 1.15 1.00 1.26 . . . 0.89
Italy . . 0.99 1.00 1.36 1.09 . 131 121
Luxembourg . . . 1.00 . 0.80 . 1.15 0.86
Netherlands .. .. .. 1.00 1.26 0.99 .. 0.96 0.91
Portugal . . 1.22 1.00 2.39 1.05 . 214 1.46
Spain . . 1.29 1.00 1.45 0.84 . 1.18 0.91
Sweden . . 1.13 1.00 1.14 1.02 . 1.08 0.97
United Kingdom .. .. 1.29 1.00 131 1.03 . 1.15 0.85
B. Data based on complete coverage of sectors®

Australia 1.08 0.95 1.39 1.00 3.08 1.14 1.32 1.42 112 0.94 1.43
Canada 1.03 0.79 134 1.00 1.47 1.08 0.98 1.04 0.89 0.71 117
Czech Republic 1.02 0.81 1.19 1.00 1.25 1.04 1.07 1.37 1.06 0.93 0.93
France 0.97 0.69 1.16 1.00 1.30 0.85 1.02 1.22 0.95 0.73 1.03
Hungary 0.96 0.69 1.27 1.00 1.37 0.76 1.04 1.44 1.02 0.66 1.00
Netherlands 1.00 0.80 147 1.00 1.32 0.99 0.99 1.02 0.90 0.84 111
New Zealand 0.96 0.77 1.10 1.00 1.24 0.92 0.97 112 0.87 0.79 1.05
Poland 1.07 1.01 1.64 1.00 1.32 1.06 1.04 1.35 1.04 0.97 0.95
Switzerland 0.98 0.80 1.00 1.00 1.08 0.91 1.00 1.13 0.93 0.80 1.04
United States 0.98 0.60 1.10 1.00 1.26 0.94 0.91 111 0.83 0.61 1.00

.. Datanot available.

a) Thedatain Panel A refer to: 1994 for France; 1996 for Sweden; and 1995 for all other countries. The datain Panel B refer to: 1999 for Hungary, the Netherlands and the
United States; and 1998 for all other countries. The data refer to hourly earningsfor all countries except for Australia, France (Panel B), Hungary and Poland where they
refer to weekly or monthly earnings for full-time employees only.

b) The data exclude establishments with less than 10 employees.

¢) Thedatafor Hungary and Poland exclude establishments employing less than, respectively, 5 and 6 employees.

Source:  For Panel A, the data were provided by EUROSTAT based on the European Structure of Earnings Survey. For Panel B, except for the United States, the data were
provided by each country’s national statistical authority based on the following sources: national labour force surveysfor Australia, Canada, France, New Zealand
and Switzerland; and national establishment surveys for the Czech Republic, Hungary, the Netherlands and Poland. For the United States, the data are OECD esti-
mates based on microdata from the Current Population Survey (Outgoing Rotation Group file).

At amore detailed sectoral level, low-paid jobs tend
to be concentrated in wholesale and retail trade and in
hotels and restaurants. These sectors account for just over
two-fifths of all low-paid jobs in the EU and just under
one-third in the United States. In both economies, the rel-
ative risk of being in alow-paying job is particularly high
for workers in hotels and restaurants (and wholesale and
retail trade in Europe) and agriculture. There is substantial
similarity between the EU and the United States in the
relative incidence of high paying jobs by sector.

In general, America shows a greater clustering of
both low-paid and high-paid jobs into fewer indus-
try/occupation categories than is the case in Europe
(Tables 3.C.1 and 3.C.3). This may reflect a narrower
earnings distribution in most Europe countries than in the

United States, which results in a broader spectrum of cat-
egories being included in each wage group. It may also
simply reflect the fact that there is considerable diversity
across countries in the relative ranking of pay by industry
and occupation. As can be seen in Table 3.C.2, while
there is some consistency across European countries in
the types of jobs that are classed as being high-paid, there
is greater diversity for low-paid jobs.

C. Employment rates by wage level

Last year’s chapter on services [OECD (2000)]
pointed to a considerable gap in overall employment rates
(i.e. the proportion of the working-age population in
employment) between the United States and Europe
which could mainly be accounted for by a much larger
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— Table 3.7. Sectoral distribution of jobs by wage level in the European Union and in the United States, 19992 —
Percentage of all jobs at each wage level (low/mediunvhigh)| Incidence of pay at each wage level (low/medium/high)
in each sector in each sector relative to the overall incidence
Low paid Medium paid High paid Low paid Medium paid High paid
Industries (I SIC-Rev. 3) EU USA EU USA EU USA EU USA EU USA EU USA
Goods-producing sector 26.4 266| 540 315, 219 201, 08 1.0 16 12 0.6 0.8
Agriculture (A + B) 11.3 6.9 23 0.0 04 05| 25 2.7 0.5 0.0 0.1 0.2
Mining and utilities (C + E) 0.0 0.0 12 18 22 28| 00 0.0 1.0 12 19 18
Manufacturing (D) 10.4 175| 346 14.3 16.2 135| 05 12 17 0.9 0.8 0.9
Construction (F) 4.6 2.2 159 154 31 32| 06 0.3 2.0 23 04 0.5
Service sector 73.6 734| 460 68.5 78.1 799 | 11 1.0 0.7 0.9 12 11
Wholesd e and retail (G) 30.6 17.9 6.4 28.8 9.1 45| 20 11 04 17 0.6 0.3
Hotels and restaurants (H) 10.2 14.6 0.8 4.0 15 00| 25 24 0.2 0.6 04 0.0
Transport and communications (1) 35 0.0 6.4 10.1 8.0 66| 06 0.0 11 1.9 13 12
Financia intermediation (J) 0.1 0.0 37 6.7 6.3 79| 00 0.0 11 14 18 16
Real estate and business activities (K) 6.1 10.6 6.8 2.2 12.0 19.7| 0.7 0.9 0.8 0.2 14 18
Public administration (L) 21 0.0 6.2 3.0 121 24| 03 0.0 0.9 17 17 14
Education (M) 33 7.6 25 04 14.3 152 | 05 0.9 04 0.1 21 19
Health and socia work (N) 7.5 15.3 10.8 3.6 9.7 141| 08 14 12 0.3 1.0 12
Community, socia and persond (O+P+Q) 10.2 7.3 24 9.6 51 95| 17 0.8 04 11 0.9 11
Total 1000 100.0| 1000 100.0| 100.0 100.0| 1.0 1.0 1.0 1.0 1.0 1.0

a) For each country, jobs (i.e. employment in 76 industry/occupation cells) are ranked on the basis of average hourly earnings in 1995 and then placed into three groups of
equal size in terms of employment shares. The EU data are weighted averages of all EU countries except Luxembourg and Sweden.
Sources. OECD calculations based on datafrom the European Community Househol d Panel Survey and the European Labour Force Survey for Europe and on data from the
Current Population Survey (Outgoing Rotation Group file) for the United States.

service sector in the United States. The fact that employ-
ment rates in some low-paying personal services sectors
are much higher in the United States than on average in
Europe, has prompted some calls for measures to expand
employment in these sectors in Europe. But to what
extent can the overall employment gap be accounted for
by a deficit of low-paid jobs in Europe?

To answer this question, jobs for each country were
again classed into three broad wage groups (low, medium
and high). Jobs (i.e. industry/occupation cells) in every
country were assigned to the same wage group as the
equivalent job in the United States based on its wage and
employment structure for 1999. Thus, the comparison
becomes one of looking at jobs that are low-, medium- or
high-paying by American standards and seeing whether
employment in these jobs relative to the working-age
population is higher or lower in other OECD countries
than in the United States. The issue is whether the higher
employment rate in the United States relative to many
other countries principally occurs in jobs that are poorly
paid by American standards.

Asit turns out, America has ajob “surplus’ relative
to most countries, not just in low-paying jobs but equally
in high-paying jobs. This can be seen in Table 3.8 which
shows the difference in employment rates between the

United States and the European Union by sector and
broad wage level, and in Chart 3.5 which makes the same
comparison by wage level only but for a wider range of
OECD countries.'” In 1999, the overall employment rate
gap between the United States and EU countries was
13.7 percentage points. Around 7.5 percentage points can
indeed be accounted for by higher American employment
in relatively low-paying jobs. However, almost
8 percentage points of the overall gap can also be
accounted for by higher American employment in rela-
tively well paid jobs. The United States actually appears
to have a small job “deficit” in medium-paid jobs. These
results should perhaps not be too surprising. Earnings ine-
quality in the United States is generally much higher than
in most European countries, with alarger gap in earnings
relative to median workers both for high-paid and low-
paid workers [OECD (1996); Bardone et al. (1998)]. In
combination with its higher overall employment rate, this
implies that America must have relatively more jobs than
Europe at both ends of the wages scale.

It can also be seen from Table 3.8 that these differ-
ences in employment rates at each wage level are not
evenly spread across the sectors. Within services, higher
American employment rates in low-paying jobs in whole-
sde and retail trade and in hotels and restaurants account
for over 4 percentage points of the US-EU gap.? Outside
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of these sectors, higher United States employment ratesin
well-paid jobs are fairly evenly spread across the business
and social service sectors, except for public administra-
tion where there are relatively fewer jobs overall in the
United States than in Europe.

Within the EU average, there are some individual
country differences in the size of the jobs deficit com-
pared with the United States and its distribution by sec-
tor (Chart 3.5 and Table 3.C.4). The overall jobs deficit
is particularly large in Italy and Spain (between 23 to
24 percentage points compared with a gap of
13.7 percentage points for the EU as a whole). It is non-
existent in Denmark and relatively small in Sweden, the
Netherlands and the United Kingdom. However, the
same broad patterns generally hold in each country, as
for the EU as a whole, with respect to comparisons of
employment rates at each wage level. Thus, a higher
overall employment rate in the United States than in
most European countries cannot be solely attributed to
the fact that it has generated far more low-paying ser-
vice jobs. The United States has also been more success-
ful at generating jobs in relatively high-paying
occupations in both the goods-producing and service
sectors, although this is true to a much lesser extent in
Finland, the Netherlands and the United Kingdom.

Outside of the EU, the United States actually has a
jobs deficit in comparison with Switzerland, but only in

medium-paid jobs. It has a particularly large jobs surplus
in comparison with Hungary, almost as large as in
comparison with Italy and Spain.

D. Employment growth by wage level

Looking into employment growth by wage level can
help to throw some light on at |east two important issues.
First, it helps to answer the question as to whether the
expansion of the service sector has been accompanied by
growth in low-paid jobs. Second, it can help to clarify
whether there is any obvious trade-off between the quantity
and quality of jobs in terms of comparing employment
performance across countries.

As already seen (Section I11.A), the extent to which
service sector jobs are low paid in comparison with
goods-producing jobs varies both across the different ser-
vice sub-sectors within countries as well as across coun-
tries for the service sector as awhole. Employment shares
have risen fastest in most countries in the producer and
social service sectors [OECD (2000), Table 3.C.1], and
these sectors appear to pay relatively well on average
(Table 3.6). This may suggest that in most countries rela-
tively high-paid jobs have expanded at a faster pace than
low-paying ones. Whether this is the case or not will also
depend on the extent to which job growth (job declines)
have been greater (smaller) in higher-paying jobs within
each sector than low-paying ones. Therefore, in the

Table 3.8. The US-EU employment rate gap by wage level and sector, 19992
Percentage points

Wage level
Industries (I SIC-Rev. 3) Low paid Medium paid High paid All wage levels
Goods-producing sector 0.0 -2.6 11 -16
Agriculture (A + B) -0.8 0.0 -0.9
Mining and utilities (C + E) .. 0.2 0.3 0.4
Manufacturing (D) 0.7 2.4 0.4 -13
Construction (F) 0.2 -0.4 0.4 0.2
Ser vice sector 75 0.8 6.9 15.2
Wholesa e and retail (G) 23 15 -0.6 32
Hotels and restaurants (H) 19 0.4 .. 22
Transport and communications (1) 0.1 0.0 0.3 0.3
Financia intermediation (J) .. 0.5 1.0 16
Real estate and business activities (K) 0.4 0.7 2.2 33
Public administration (L) .. -16 -14 -3.0
Education (M) 1.0 -0.5 14 19
Health and social work (N) 13 -1.0 23 26
Community, social and personal (O + P+ Q) 0.5 1.0 16 31
Total 75 -1.8 7.9 13.7

. Not gpplicable (i.e. no broad occupations in the US for the given industry have average earnings at the given wage level).
a) For each country, jobs (i.e. employment in 76 industry/occupation cells) are assigned to the same broad wage groups as the equivalent job in the United States. For the
United States, jobs arefirst ranked on the basis of average hourly earningsin 1999 and then placed in one of three wage groups (Iow, medium, high) of equal size in terms

of employment shares.

Source:  OECD estimates based on data from the European Labour Force Survey for Europe and on data from the Current Population Survey (Outgoing Rotation Group

file) for the United States.
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following analysis, the same methodology is used asin
Section I11.B to classify jobs by broad wage levels (low,
medium, high) based on each country’s own structure of
wages and employment in 1995. Employment changes
over time are then traced out for each group of jobs.?!

In the case of the United States, it can be seen that
employment growth over the period 1989 to 1999 has
been much more substantial in jobs that are relatively
high-paid on average than in jobs that are low or medium
paid on average (Chart 3.6, Panel A).22 Thisresult is
broadly similar to the results reported in 1lg (1996) and
I1g and Haugen (2000), although both studies found that
employment growth in low-paying jobs was faster than
for medium-paying ones.??

Of course, it is possible that this picture underesti-
mates the extent to which low-wage employment has
risen in the United States. Earnings inequality has risen
substantially over time in the United States [OECD
(1996)], and there may have been arise in earnings dis-
persion for individual workers within each of the indus-
try/occupation categories underlying this analysis. It
could be, therefore, that a growing proportion of workers
in each broad wage group isin fact receiving relatively
low wages. This possibility can be examined by looking

Chart 3.5. Employment rate gap between the United States and other OECD countries

at the proportion of all workers who earn either below
two-third of median hourly earnings (i.e. low-paid work-
ers) or more than one-and-a-half times median earnings
(i.e. high-paid workers). The results in Chart 3.6
(Panel B) suggest that the incidence of low pay has fallen
slightly over the 1990s matched by stability or a small
rise in the incidence of high pay.

The distribution of job growth in other OECD coun-
tries over the 1990s by broad wage levels can also be car-
ried out using the same methodology. The results are
shown in Chart 3.7.24

The European pattern of job growth by wage level
has been similar to one for the United States. In both,
there has been more substantial growth in jobs that are
relatively high-paid on average than in those categories
that are low- or medium-paid on average.?” This pattern
holds for most EU countries and for Switzerland.2® However,
with the notable exceptions of Ireland, the Netherlands and
Spain, job growth in Europe has been slower at all wage
levels than in the United States. In general, these results
suggest that neither in the United States nor in European
countries has a disproportionate part of growth in service
sector employment been occurring in jobs that are on
average low-paid.””

by wage level, 1999?

Percentage points

O Low paid O Medium paid

@ High paid

B All wage levels

a) For each country, jobs (i.e. employment in 76 industry/occupation cells) are assigned to the same broad wage groups as the equivalent job in the US.
For the US, jobs are first ranked on the basis of average hourly earnings in 1999 and then placed in one of three wage groups (low, medium, high) of
equal size in terms of employment shares. The data refer to 1998 for Australia, the Czech Republic, Hungary and New Zealand. Individual countries are
ranked in ascending order by the size of their overall employment rate gap with the United States.

Sources: OECD estimates based on data from the European Labour Force Survey for EU countries, the Current Population Survey (Outgoing Rotation
Group file) for the United States and national labour force surveys for other countries.
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Chart 3.6. Employment trends in the US by wage level, 1989-1999

A. Employment growth in low-, medium- and high-paying jobs (1989 = 100)2

1989 1990 1991 1992 1993 1994 1995 1996 1997 1998

Low wages ======= |\ledium wages High wages

B. Incidence of low pay and high pay (%)?

15

1989 1990 1991 1992 1993

Low-pay

1994

1995 1996 1997 1998

a) Jobs (i.e. employment in 76 industry/occupation cells) have been ranked on the basis of hourly earnings in 1995 and then placed into three groups

of equal size in terms of employment shares.

b) The incidence of low pay (high pay) refers to the proportion of all workers earning less than (more than) two-thirds of (one-and-a-half times)

median hourly earnings.

Source: OECD calculations based on data from the Current Population Survey (Outgoing Rotation Group file).

Conclusions

There are systematic differences across sectorsin
some job characteristics such as in the incidence of part-
time work, in average job tenure and in the incidence of
training. However, it is not clear that this can be ascribed
to innate differences between jobs in the service sector
and those in the goods-producing sector. Even within the
service sector there is considerable variation in these job

characteristics. There is aso considerable variation across
countries and over time at the economy-wide level, and
little of this variation appears to be accounted for by
country differences or within-country shifts in the
distribution of employment by sector.

More direct measures of job quality also fail to reveal
any simple dichotomy between the goods-producing sector
and the service sector; good jobs are not primarily located
in the former and bad jobsin the latter. Service sector jobs
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Chart 3.7. Employment growth by wage level in OECD countries, 1993-19992
1993 = 100
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a) For each country, jobs (i.e. employment in 76 industry/occupation cells) are ranked on the basis of average hourly earnings in 1995 and then placed into
three groups of equal size in terms of employment shares. The growth in employment in the same jobs at each level is then calculated. The EU averages
exclude Austria, Finland, Luxembourg, Portugal and Sweden. Countries are ranked in ascending order by their overall growth in employment.

Sources: OECD estimates based on data from the European Community Household Panel Survey and the European Labour Force Survey for EU
countries, the Swiss Labour Force Survey for Switzerland and on data from the Current Population Survey (Outgoing Rotation Group file) for the United

States.

cover the entire spectrum of job quality in terms of work-
ing conditions, job satisfaction and pay.?® Jobs in hotels
and restaurants and in some other personal services sec-
tors score poorly across a range of job quality measures
while those in financial services and in public administra-
tion generally score quite highly. On the other hand, agri-
cultural and construction jobs often have poorer working
conditions as well. But this high degree of heterogeneity
across sectors also reflects the range of job quality within
each sector.Within each sector, jobs with poor working
conditions and low pay co-exist with those having good
working conditions and high pay. Ultimately, what a job
pays is more closely linked to occupation rather than to
sector. Managers and professional workers in almost all
sectors have jobs that are high paid on average while
workers in elementary occupations generally have jobs
that are low paid on average.

There also does not appear to be any simple trade-
off between job quality and employment performance.
While the United States has a higher proportion of its
working-age population employed in low-paying jobs
than in most other OECD countries, it also has a higher
proportion employed in high-paying jobs. Moreover, the

continued growth of service sector employment in all
countries over the 1990s has not been driven by an expan-
sion of low-paid jobs. In most countries, including the
United States, employment grew more rapidly in high-
paying jobs than in low-paying or medium-paying ones.
The configuration of policies that will be appropri-
ate for each country in terms of addressing issues of job
quality will depend on its initial situation. On the one
hand, for those countries with arelative high incidence of
jobs involving low pay and poor working conditions, a
range of options exist. Low wages can be propped up with
income supplements. The entitlements of part-time and
temporary workers or workers in small firms can be
reviewed in relation to the entitlements of full-time and
permanent workers and workers in larger firms. But these
measures need to be balanced against the risk of reducing
job opportunities for less-skilled and less-experienced
workers. Ultimately, policies are required which encour-
age individuals and firms to invest more in skills acquisi-
tion. On the other hand, for countries wishing to improve
their employment performance, the solution is not simply
to stimulate job creation in poorly-paid service sector jobs
but to implement a broad range of policies designed to
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stimulate employment more generally. This may involve
reviewing barriers to employment for low-skilled workers
such as high labour costs as aresult of high statutory min-
imum wages and/or high social security charges. But it
will also depend on improving product-market competi-
tion, stimulating entrepreneurship more generally and

achieving sustained economic growth. In either case, it is
difficult to lay the blame on either too many low-quality
service sector jobs or too few. The quality and quantity of
jobs in the service sector depend on institutional settings
and labour market policies that affect employment in all
Sectors.
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NOTES

1. For example, in March 2000, a significantly higher propor-

tion of temporary workers than permanent workers in the
EU reported being exposed to a range of poor working con-
ditions. These included carrying heavy loads, working in
painful positions, working at high speed, making repetitive
movements, having no control over the pace of work or not
having received training, etc. [Merllié and Paoli (2001)]. In
some countries, hon-wage benefits for part-time workers
are lower than for full-time workers even on a pro rata
basis, and the incidence of job-related training for part-tim-
ers appears to be lower than for full-timers even after con-
trolling for a range of job and worker characteristics
[OECD (1999)].

. Country differences in the overall incidence of part-time and
temporary work will be affected by how these characteristics
are measured. In order to improve the comparability of the
results, part-time work in this study is not based on self-
assessment, but is defined for most countries as usua weekly
hours of work of less than 30 hours. There are some national
differences in the way permanent versus temporary jobs are
defined [OECD (1996)]. This may limit somewhat the com-
parability of the overall incidence of temporary work, but
should affect less the comparisons of the relative incidence of
temporary work in different sectors.

. See Murtough and Waite (2000) and Campbell and Burgess
(2001) for a more detailed examination of the different
types of working arrangements in Australia and the
characteristics of the workersinvolved.

. These data on average tenure can be heavily influenced by
arelatively small number of workers with long tenure.
Some sectors may record a high turnover of labour, but nev-
ertheless have a core group of workers who remain in the
same job for a considerable length of time. In this case,
average job tenure will still tend to be quite high but will
mask considerable job instability and job insecurity for
some groups of workers. However, when the incidence of
jobs with short-term tenure (of less than 12 months) and
with long-term tenure (10 years and over) is measured (not
shown), the sectoral patternis by and large very similar to
the pattern observed for average job tenure, i.e. short-tenure
jobs are more prevalent in sectors with low average job ten-
ure, and long-tenure jobs are more common in sectors with
high average job tenure.

. According to the Second European Survey of Working
Conditions [European Foundation (1997)], the proportion
of EU workers in 1995 whose job involves working with
computers at least half of the time, in financial intermedia-
tion, real estate and business activities, and public adminis-
tration was, respectively, 68, 42 and 32% compared with
26% in manufacturing.

©

©

10.

11.

12.

13.

14.

Goux and Zamora (2001) report for France that computer
training courses accounted for just over a quarter of all training
courses that were paid for by enterprisesin 1999.

. Occupation is shown in Table 3.1 asaworker characteristic.

It could be argued that it is more a characteristic of a
worker’s job. Nevertheless, it is interesting to seeto what
extent other aspects of jobs are correlated with occupation.

If s refers to the overall incidence of part-time or tempo-
rary employment or to average job tenure in country ¢ and
s?to the average for all countries then the difference (8 — <)
can be decomposed into the following three components:

3 (- xs 1)
3 (S xeh @

Y- x(Si-s) (g

i
where i refers to sector i and e refers to the employment
share in sector i. The interaction effect turns out to be gen-
erally quite small and so is not separately shown in
Chart 3.2.

The decompostion is the same as in note 8, except s* and €*
here refer to job quality and the employment share, respec-
tively, for the same country in the earlier period. As before, the
interaction effect is not separately shown in Chart 3.3 sinceitis
generaly quitesmall.

There is some element of subjectivity involved in these
questions about working conditions that may affect com-
parisons across countries. For example, what constitutes
“monotonous tasks” may not be precisely defined and may
instead rely on each respondent’s judgement about what
this means.

See Clark (1997).

An ordered probit regression model was used in each case
with controls for country and year effects in addition to
controls for various worker and job characteristics.

The importance of these more direct measures of skill for
explaining variations in wages across jobs is shown in
Pierce (1999).

One potential problem with using pay as a proxy for job
quality israised by the theory of compensating differentials.
This theory suggests that for similar jobs in terms of skill
requirements, those jobs with poorer working conditions,
e.g. dirtier or involving a more intense rhythm of work, will
be compensated by higher rates of pay than those with bet-
ter working conditions. In other words, based on pay alone,
the job with poorer working conditions may well be classed
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15.

16.

17.

18.

19.

20.

21

as being a better quality job than the one with better work-
ing conditions. However, even in this case, the higher level
of pay may itself be a source of extra “utility” in terms of
conferring greater social status, say, than a lower-paid job
and so may still be correctly indicating a better quality job. It
is not clear how important these compensating differentials
are in practice. In a recent American study by Pierce
(1999), a negative rather than a positive wage premium is
reported for jobs that were physically more demanding than
other jobs that were identical in other observable respects.
However, the same study does report a positive wage pre-
mium for jobs involving greater work risks. But both these
dimensions of jobs account for only avery smal part of the
overall variation in wages across jobs. Other factors appear
to be much more important such as the knowledge required
for carrying out a job, and the complexity involved, as well
as aworker’s occupation and industry of employment.

Germany isnot shown in Table 3.6 as hourly earnings data at
adetailed level for the service sector are not generadly avail-
able. However, using a mixture of microcensus and social
security data for Germany, Freeman and Schettkat (2001)
suggest that inter-industry wage differentials are quite Similar
in both western Germany and the United States.

The much higher level of average earnings in Portugal and
Italy in the distributive service sector relative to the manu-
facturing sector may be due to the fact that the data for
these two countries are based on an establishment survey
which excludes establishments with less than
10 employees. These excluded establishments will typically
have lower-than-average earnings in comparison with
larger establishments.

A similar exercise has been carried out for the United States
by Ilg (1996) and Ilg and Haugen (2000) using
90 industry/occupation categories.

It should be remembered that these comparisons are
based on average wages for industry/occupation cells
and so do not refer to wages of individual workers. For
instance, some workers may have a low wage despite a
relatively high average wage for all workers in the same
industry/occupation class as them.

As in the preceding analysis, 76 separate industry/occupa-
tion cells are identified. However, for every country, these
cells are assigned to the same broad wage groups as the
equivalent cell in the United States based on its wage and
employment structure for 1999. The results appear to be
relatively insensitive to the year chosen to categorise jobs
by broad wage groups. Similar results are obtained
using 1995 instead of 1999 as the reference year. It should
be recalled, however, that because of difficultiesin compar-
ing sectoral and occupational data across countries, these
results should not be taken as precise estimates but as indi-
cating broad differences between the United States and
other OECD countries.

The results of detailed case studies of differences in
employment structures in retail between France and the
United States are reported in Jany-Catrice and Baret (2001).

There are a number of limitations that should be borne in
mind when interpreting the results of this analysis. First,
some employment changes within each group may be due
to spurious fluctuations in the reported industry/occupation
cell that a person is working in. However, unless there have

22.

23.

24.

25.

26.

27.

been major changes in the underlying survey (such asin its
methodology, design or industry/occupation classifica-
tions), this should not affect longer-run trends. Second, the
anaysis uses a fixed reference year to classify jobs by wage
level but these broad wage differentials between jobs may
change over time which may shift the composition of these
wage groups. But this should not greatly affect the anaysis
over ardatively short time span.

The actual increase in employment for each broad grouping
should be only taken as an indication of the order of magni-
tude of job growth rather than as a precise estimate. There are
various dtatistical breaks, notably in 1990 and 1994, because
of the introduction of new population benchmarks and other
changes in the survey methodology underlying the data.
However, while these breaks affect absolute levels, they are
lesslikely to have affected the relative difference between the
three broad groupsin terms of job growth.

The methods used in both studies and in this chapter to
class jobs by wage level are broadly comparable. However,
there are a number of differences that may account for the
divergence in some of the results between these studies and
the chapter. One important difference is that in these studies
jobs were classed on the basis of weekly earnings rather
than hourly earnings. Thus, many part-time workers were
classed as low paid irrespective of their hourly rate of pay.
Another difference is that the breakdown of jobs by indus-
try and occupation in these studies is also somewhat finer
than the one used in this chapter.

The data refer to job growth over the 6-year period
between 1993 and 1999. Comparable European data on
employment by industry and occupation are generally
not available prior to 1993.

A similar pattern of higher-than-average employment
growth in more skilled occupations and in high-education
sectors is reported for EU countries by the European
Commission (2000). A similar finding for Australiais also
reached in the Joint Governments' Submission (2001)
based on an analysis of average earnings and total hours
worked by very detailed occupations. They find that
from 1986 to 2000 growth was consistently strongest in
high-paid jobs. Over the period 1986-1995, this was fol-
lowed by growth in low-paid jobs and, over the
period 1996-2000, by growth in medium-paid jobs.

Gubian and Ponthieux (2000) obtain a somewhat different
result for France. They find that the employment share of low-
skilled jobs rose dlightly between 1994 and 2000, following a
substantial decline since at least 1984. They link this small
improvement to the various measures taken since 1993 to
lower employer socia security charges for low-paid workers.
Their study, however, is not directly comparable with the
results of the analysis used in this chapter since they classify
jobs by occupation only rather than using wage levels to rank
jobs and a classification of jobs by both sector and occupation.
Moreover, their study examines job growth for employees only
and they are looking a a more restrictive group of low-skilled
workers, accounting for under 25% of employees
between 1994 and 2000. In this chapter, on the other hand,
employment growth is examined for all workers, and the low-
paid group accounts for roughly one-third of the total .

Freeman and Schettkat (2001) provide a long-run comparison
of job growth in the United States and western Germany over
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the period 1970 to 1995. They aso find that job growth in the
United States mainly took place at both the low and high ends
of the wage scale whereas for Germany there was a slight
decline in low-wage jobs, a stagnation in high-wage jobs and
modest growth in jobs just below the mean wage. They also
dismiss the conjecture that service sector employment growth
has been concentrated in low-wage industries. Finaly, they are
unable to find much evidence linking the different patterns of

28.

employment growth between the United States and Germany
with differences in wage structures and changes in relative
wages by sector.

Meisenheimer Il (1998) reaches a similar conclusion for
the United States based on a comparison across sectors of
pay, employee benefits, job security, occupational
structure and occupational safety.

© OECD 2001
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Annex 3.A

Sectoral classification

For the data on part-time and temporary work, job tenure, and sub-sectors and the ISIC rev. 3 and NACE rev. 1 codes (at
training and earnings (Table 3.6 only), the sectord classification the 2-digit level) is shown in Table 3.A.1. Elsewhere the sectora
isthe same aswas used in last year’s chapter on services [OECD breakdown is primarily based on industries at the one-digit level
(2000)]. The correspondence between these nine broad sectors ~ according to ISIC rev. 3.

Table 3.A.1. Definition of sectorsused in analysis of part-time and temporary employment,
job tenure and training

Sector ISIC rev. 3INACE rev. 1
Agriculture, hunting and forestry 01, 02, 05
Mining and quarrying 10to 14
Manufacturing 15t0 37
Electricity, gasand water supply 40t0 41
Construction 45
Producer services
Business and professional services 71t0 74
Financial services 65, 67
Insurance 66
Real estate 70
Distributive services
Retail trade 50, 52
Wholesale trade 51
Transportation 60 to 63
Communication 64
Per sonal services
Hotels and restaurants 55
Recreational and cultural services 92
Domegtic services 95
Other personal services 93
Social services
Government proper 75, 99
Health services 85
Educational services 80

Miscellaneous socid services 90to 91
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Annex 3.B

Job characteristics by sector and country: detailed tables

The data corresponding to Chart 3.1 at an individua country level are shown below in Tables 3.B.1-3.B.4.

Table 3.B.1. Relativeimportance of part-time employment by sector, 1999?

Ratio of incidence of part-time employment in each sector to average incidence for all sectors

Goods-producing sector Service sector Incidence

in per cent

Total A%t%';;re’ M;?dng Manpfac— EI;;r;%y, Cor}struc- Total Prodluoer Didtri putive Perspnal Soqid All sectors

andforestry  quarrying turing water supply tion services services services services

Australia® 0.49 0.90 0.10 0.38 0.15 0.49 1.18 0.87 1.18 1.48 1.24 26.2
Austria 0.50 0.81 0.79 0.48 0.21 0.33 1.28 1.35 1.28 1.62 1.12 12.3
Belgium 0.27 0.57 0.16 0.26 0.21 0.22 1.30 0.64 0.73 1.39 1.90 20.1
Canada® 0.51 0.97 0.18 0.47 0.11 0.47 1.21 0.99 111 1.81 1.15 18.7
Czech Republic® 0.58 0.89 0.10 0.65 0.45 0.31 1.37 1.19 1.21 151 1.57 5.7
Denmark 0.49 0.78 .. 0.52 0.37 0.28 1.22 0.81 1.17 241 1.22 15.3
Finland 0.57 1.33 1.01 041 0.06 041 1.23 1.15 1.10 2.22 1.10 9.4
France 0.33 0.91 0.13 0.27 0.19 0.24 1.29 0.79 0.69 2.18 1.67 14.7
Germany 0.50 0.79 0.15 0.53 0.28 0.34 1.30 1.20 1.22 1.65 1.30 17.2
Greece 0.64 1.16 0.07 0.28 0.00 0.31 1.24 0.47 0.34 1.23 2.74 79
Ireland 0.34 0.61 .. 0.29 0.19 0.28 1.36 0.72 1.12 1.94 1.70 18.3
Italy 0.44 0.88 0.21 0.38 0.26 0.34 1.34 0.95 0.64 1.59 211 11.9
Japan© 9 0.88 1.76 .. 0.79 0.80 0.63 1.07 1.06 0.98 1.35 1.06 235
Korea ¢ 1.15 1.88 0.19 0.58 0.18 1.46 0.90 0.63 0.64 0.93 1.67 6.8
Luxembourg 0.36 111 .. 0.27 0.58 0.34 121 0.75 0.79 2.05 1.55 12.1
Netherlands 043 0.83 0.32 0.44 0.28 0.21 1.10 0.73 1.00 1.64 1.25 30.5
New Zealand® 0.57 0.98 0.10 0.43 0.24 0.44 121 0.94 1.09 1.66 1.28 235
Norway® 0.52 0.92 0.27 0.53 0.30 0.32 1.17 0.69 1.01 1.46 1.37 26.4
Portuga 0.98 2.95 . 0.29 0.28 0.26 1.02 0.87 0.57 1.95 0.96 9.4
Spain 041 0.86 0.24 0.38 0.28 0.17 1.36 1.34 0.86 2.85 0.99 79
Sweden 0.53 1.48 .. 0.45 0.20 0.36 1.18 0.83 1.05 1.68 1.30 16.2
Switzerland 0.51 0.90 . 0.48 041 0.37 1.21 0.84 0.89 1.48 1.59 25.9
United Kingdom 0.34 0.74 0.11 0.33 0.26 0.29 1.25 0.78 1.21 1.94 1.34 22.9
United States 0.37 1.27 0.10 0.26 0.15 0.37 1.22 0.80 1.17 2.18 1.13 12.9
OECD averagef 0.53 1.10 0.25 0.42 0.27 0.38 1.22 0.89 0.96 1.76 143 16.5

.. Datanot available.

a) Part-time employment refers to usual weekly hours of work of less than 30, except where noted otherwise.

b) Part-time work refers to employed persons whose usual and actua weekly hours of work are less than 35.

c) 1998 instead of 1999.

d) Part-time employment refers to actual weekly hours of less than 35. Sanitation services and activities of membership organisations (ISIC-Rev. 3 sectors 90 and 91) are
included in personal services instead of social services.

e) Part-time employment includes persons who usually work between 30 and less than 37 hours per week and who declare themselves to be working part-time.

f) Unweighted average of countries shown in table.

Source:  EU countries, European Labour Force Survey (data supplied by EUROSTAT); for the United States, OECD estimates based on outgoing rotation group microdata

from the Current Population Survey; and for the other countries, data supplied by national statistical authorities based on their national labour force surveys.
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Table 3.B.2. Relative importance of temporary employment by sector, 19992

Ratio of incidence of temporary employment in each sector to average incidence for al sectors

Goods-producing sector Service sector Incidence

in per cent

Agriculture, - Mining Manufac- Blectrity, Construc- Producer Distributive Personal Socia All sectors

Total hunting and turing gesand tion Total sarvices  sarvices  services  services
and forestry quarrying water supply

Australia® 0.75 1.98 0.08 0.54 0.25 1.04 1.07 0.83 131 1.77 0.68 233
Australia® 0.54 0.38 2.09 0.39 1.83 0.45 1.13 0.88 0.29 0.89 2.25 4.2
Austria 1.06 1.55 0.73 0.85 0.82 1.55 0.97 0.69 0.96 1.87 0.81 79
Belgium 0.71 1.80 1.25 0.72 0.56 0.50 112 0.91 0.52 2.35 1.38 10.3
Canada® 0.91 3.03 0.72 0.53 0.65 1.94 1.04 0.96 0.73 1.32 1.20 11.8
Czech Republic® 0.79 0.98 0.62 0.83 0.69 0.62 1.19 1.00 0.80 1.25 1.65 6.0
Denmark 0.97 253 . 0.69 0.65 141 1.01 0.59 0.77 1.58 121 10.1
Finland 0.79 1.72 0.84 0.63 0.31 1.10 1.09 0.73 0.70 143 1.40 18.2
France 0.96 1.52 0.18 0.89 0.52 1.16 1.02 0.83 0.80 1.21 1.18 14.0
France® 2.00 0.25 0.85 2.10 0.76 2.32 0.45 0.52 0.63 0.17 0.11 3.0
Germany 0.92 1.97 0.63 0.76 0.83 1.19 1.05 0.85 0.86 1.36 1.20 12.7
Greece 1.07 2.98 0.44 0.66 0.23 1.97 0.97 0.74 0.66 2.58 0.65 13.0
Ireland 0.69 1.02 1.35 0.53 0.48 1.05 1.15 0.69 1.01 231 1.01 49
Italy 0.99 371 0.30 0.63 0.50 1.40 1.01 0.86 0.87 1.88 0.93 9.9
Japan® ¢ 0.72 1.97 . 0.64 0.24 0.86 1.15 0.94 111 1.81 0.84 11.4
Luxembourg 0.56 2.16 . 041 0.00 0.75 112 0.83 111 1.53 121 33
Netherlands 0.71 1.86 0.45 0.73 0.55 0.39 0.89 0.79 0.85 2.38 0.67 12.0
Norway 0.71 1.64 0.34 0.63 0.91 0.69 1.09 0.61 0.73 143 141 10.6
Portugal 0.91 1.69 0.95 0.65 0.64 141 1.07 1.14 1.02 1.48 0.91 18.7
Spain 1.24 1.87 0.64 0.87 0.44 1.88 0.86 0.76 0.92 1.22 0.66 32.7
Sweden 0.57 1.28 0.26 0.52 0.15 0.74 1.16 0.86 0.84 1.96 1.30 13.9
Switzerland 0.85 1.97 . 0.61 0.99 1.34 1.06 0.84 0.84 1.48 121 11.7
United Kingdom 0.72 1.46 0.76 0.60 1.07 1.00 1.10 0.98 0.60 1.57 1.42 6.8
United Statesf 0.81 2.46 0.60 0.50 0.72 141 1.06 1.18 0.53 1.16 1.38 45
OECD average? 0.84 1.96 0.62 0.66 0.55 1.15 1.06 0.85 0.84 1.68 1.10 12.2

.. Datanot available.
a) Thedatarefer to wage and salary workers only.

b) The data for the first row for Australia refer to workers who are not entitled to paid holiday leave and/or paid sick leave and who considered themselves to be casual
workers. These dataare not strictly comparable with the data for the other countries as they include a substantial proportion of workers who appear to bein an “ ongoing”

job with no fixed finishing date. The data for the second row refer to workers with afixed-term contract. In both cases, the data refer to 2000.

c) 1998 instead of 1999.
d) Thedatarefer to temporary work agency employment only.

€) Sanitation services and activities of membership organisations (ISIC-Rev. 3 sectors 90 and 91) are included in personal services instead of social services.

f) The data for the United State refer to “contingent” workers i.e. al workers who expect their work will end in the near future for economic (as opposed to personal)

reasons.

g) Unweighted average of countries shown in table, including first row only for Australiaand France.

Source:  For Australia, ABS, Employment Arrangements and Superannuation, April to June 2000, Cat. No. 6361.0; EU countries, European Labour Force Survey (data sup-
plied by EUROSTAT) and, for France (second row), “Le Travail Temporaire au Premier Semestre 2000 : Nouvelle Accélération”, Premiéres Informations,
DARES, No. 08.1, February, 2001; for the United States, OECD estimates based on microdata from the “contingent workers’ supplement to the Current Popula-
tion Survey; and for the other countries, data supplied by national statistical authorities based on their national labour force surveys.
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Table 3.B.3. Sectoral differencesin averagejob tenure, 19997

Ratio of average tenure for each sector to average tenure for all sectors
Goods-producing sector Service sector Leve
; - Electricity, (years)
Total Aﬁ;ﬁr:ml#;re, M;rr11|dng Manyfac— gas anotiy Con;truc— Total Prodpcer Distri putive Perspnal Sogial All sectors
and forestry quarrying turing water tion Services  services  services  services
supply

Australia? 1.22 1.72 1.20 111 1.66 1.10 0.92 0.80 0.87 0.78 1.16 6.9
Austria® 112 1.65 1.30 1.01 151 0.90 0.92 0.93 0.88 0.76 1.03 10.6
Belgium 1.02 1.27 1.04 1.04 1.37 0.83 0.99 0.88 0.97 0.80 1.09 11.7
Canada® 1.13 1.74 111 1.04 1.70 0.91 0.94 0.83 0.90 0.61 121 8.1
Denmark 1.07 154 0.97 1.01 1.54 0.97 0.97 1.00 0.94 0.71 1.02 85
Finland 1.13 1.53 1.16 1.09 171 0.77 0.93 0.85 0.95 0.69 1.01 10.1
France 1.09 1.33 1.35 1.09 144 0.90 0.96 0.87 0.92 0.63 112 11.2
Germany 1.07 1.33 1.61 111 1.38 0.83 0.96 0.88 0.94 0.69 1.08 10.3
Greece 1.28 1.84 0.90 0.83 1.13 0.92 0.81 0.76 0.82 0.56 0.95 133
Ireland 1.14 1.98 1.42 0.88 1.98 0.79 0.92 0.75 0.90 0.56 1.24 94
Italy 0.97 1.27 112 0.93 1.28 0.85 1.02 0.93 1.01 0.76 1.16 12.1
Luxembourg 1.16 1.65 1.43 1.37 1.40 0.74 0.95 0.82 0.93 0.73 1.10 10.9
Netherlands 1.20 1.62 1.39 1.12 1.73 111 0.93 0.81 0.86 0.74 1.10 9.6
Portugal 111 1.93 0.82 0.90 1.14 0.61 0.90 0.73 0.91 0.74 1.03 11.8
Spain 1.02 1.39 1.13 1.08 1.48 0.62 0.99 0.91 0.97 0.70 1.23 10.1
Sweden 111 1.48 1.48 1.06 1.47 1.04 0.96 0.79 0.92 0.61 1.10 11.5
Switzerland 1.25 1.88 1.49 1.14 1.04 1.06 0.90 0.84 0.96 0.81 0.92 9.4
United Kingdom 117 1.78 1.27 111 1.46 1.15 0.94 0.85 0.87 0.68 112 8.3
United States® 1.19 0.88 1.48 1.28 1.88 0.85 0.94 0.79 0.91 0.59 1.18 6.7
OECD averagef 1.13 157 1.25 1.06 1.49 0.89 0.94 0.84 0.92 0.69 1.10 10.0

a) Thedatarefer to employees, except for Canada and Australia where they refer to all personsin employment.
b) The datarefer to 2000 and are OECD estimates. The original datarefer to the distribution of employed persons by tenure intervals. Average tenure has been calculated by
using the mid-point of each closed interval and assuming a mid-point of 27.5 years for the group with tenure of 20 years and over.

c) Thedatarefer to 1995.

d) Thedatarefer to 1998.

e) Thedatarefer to 2000.

f)  Unweighted average of countries shown in table.

Source:  For Australia, ABS, Labour Mobility, Australia, August 2000, Cat. No. 6209.0; EU countries, European Labour Force Survey (datasupplied by EUROSTAT); for the
United States, OECD estimates based on microdata from the “ Job Tenure” supplement to the Current Population Survey; and for the other countries, data supplied
by national statistical authorities based on their national labour force surveys.
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Table 3.B.4. Relativeimportance of continuing vocational training by sector, 19972

Ratio of incidence of training in each sector to average incidence for al sectors

Goods-producing sector Service sector Incidence

. L Electricity, in per cent

T Agncullture, Mining Manufac-  gas anotiy Construc- Producer Distributive Personal Social All sectors

otal hunting and ) . Total ) ) . :
and forestry quarrying turing water tion services  services  services®  services®
supply

Austria 0.72 0.43 0.47 0.80 1.38 0.45 1.13 1.21 0.94 0.69 1.43 79
Belgium 0.58 0.38 1.80 0.55 1.69 0.44 1.19 1.48 0.75 0.90 1.38 34
Denmark 0.60 0.15 0.91 0.65 1.43 0.39 117 1.28 0.74 1.06 1.35 184
Finland 0.70 0.67 0.28 0.77 1.00 041 1.14 1.53 0.71 0.97 1.30 18.0
France® 0.49 0.24 0.84 0.57 0.75 0.22 121 111 0.58 0.86 1.74 19
Germany 0.71 0.47 0.50 0.73 1.40 0.62 1.18 1.27 0.62 0.93 1.64 42
Greece 0.68 0.00 0.34 0.63 1.25 0.00 121 1.69 0.71 0.42 1.63 0.7
Hungary 0.50 0.21 0.48 0.56 0.79 0.33 1.32 211 0.78 0.94 1.64 4.2
Iceland 0.62 0.32 0.00 0.62 1.72 0.77 117 1.25 0.80 0.83 1.42 14.0
Ireland 0.77 0.22 0.82 0.86 1.20 0.59 111 1.52 0.60 0.55 1.46 6.6
Italy 0.46 0.20 0.58 0.50 121 0.25 1.33 1.17 0.74 0.65 1.87 38
Luxembourg 0.63 0.00 0.00 1.02 0.00 0.07 1.16 1.84 0.72 0.43 121 25
Netherlands 0.88 0.59 1.62 0.91 1.26 0.77 1.05 1.40 0.83 0.89 1.07 14.9
Norway 0.82 0.19 121 0.83 1.32 0.74 1.06 1.12 0.81 0.66 1.27 11.7
Portugal 0.38 0.11 0.77 041 0.59 0.31 1.36 2.24 0.68 0.40 1.85 32
Spain 0.38 0.22 0.00 0.46 1.08 0.21 134 1.37 0.61 0.79 2.10 31
Sweden 0.92 0.77 0.61 0.93 1.61 0.75 1.03 1.14 0.82 0.76 1.14 18.3
United Kingdom 0.71 0.37 0.93 0.69 1.61 0.67 111 1.12 0.65 0.73 154 14.2
OECD average® 0.65 0.31 0.66 0.70 121 0.46 1.18 1.46 0.74 0.74 1.49 8.8

.. Datanot available.

a) Theincidence of training refers to the proportion of employees aged 25 to 54 who had undertaken training in the past 4 weeks, where training refers to education or
training for areason other than secondary or initia vocational training.

b) Including sanitation services and activities of membership organisations (ISIC-Rev. 3 sectors 90 and 91).

c) Excluding sanitation services and activities of membership organisations (ISIC-Rev. 3 sectors 90 and 91).

d) Thedatarefer to current training, while the reference period used by the other countriesis any time during the previous 4 weeks.

e) Unweighted average of countries shown in table, excluding France.

Source:  European Labour Force Survey (data supplied by EUROSTAT).
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Annex 3.C

Employment by wage level: sources, methods

and supplementary tables

This annex describes in more detail how the distribution
of employment by wage level was calculated, and gives the
sources and definitions for the underlying data. It also contains
supplementary tables on the industry and occupationd distribu-
tion of employment by wage level (corresponding to Table 3.7)
and on the employment rate gap by wage level and industry
between the United States and individual OECD countries
(corresponding to Table 3.8 and Chart 3.5).

Methodology

The same methodology was used for al countries for which
the distribution of employment by wage level was estimated.

First, the same 76 separate industry/occupation cells were
identified for each country. These cells are based on ISIC and
ISCO breakdowns at the one-digit level (see Table 3.C.1 for
details). Some further aggregation of industries and occupations
was required because of the relatively small sample size of the
European Community Household Panel (used for EU countries),
which meant that hourly earnings could not be calculated for
some industry/occupation cells at the one-digit level.

For the analysis of the growth and distribution of employ-
ment by wage level, average hourly earnings were then calcu-
lated for each cell using hourly earnings data for each country
for 1995. The analysis of the employment rate gap between the
United States and other OECD countries uses the US wage
structure to rank jobs by wage level and so hourly earnings data
were calculated for 1999 for the United States only.

Finally, cells were assigned to one of three groups (low
paid, medium paid and high paid) of roughly equa size in terms
of employment shares. This was carried out by cumulating total
employment in ascending order from low wage cells to high
wage cells. A cell was assigned to a higher broad wage group if
the difference between the cumulated running total and either
one- or two-thirds of total employment accounted for more than
half of the employment in that cell. Thus, employment at each
broad wage level corresponds to roughly athird of total employ-
ment for the year used to rank cells by their average hourly
earnings, but is greater or less than this in other years.

Sources and definitions

For the total employment data, the sources are the Euro-
pean Labour Force Survey for the EU countries (as provided by
Eurostat), the Current Population Survey for the United States (as

estimated by the OECD based on microdata from the Outgoing
Rotation Group file) and national labour force surveys for the
other countries (as provided by the national authorities). For
some countries and for some years, either the industry or occu-
pation of arelatively small proportion of employed persons was
unknown. In these cases, an iterative procedure was used to
assign these persons to an industry/occupation cell based on the
proportions of persons in each industry and occupation for
which this information was known. In the case of Ireland,
employment by industry was available for 1999 but not by occu-
pation. Therefore, this split was estimated based on the
industry/occupation split in 1997.

For the data on hourly earnings data, the sources are the
European Community Household Panel (ECHP) for the
EU countries (as estimated by the OECD based on microdata from
the ECHP), the Current Population Survey for the United States (as
estimated by the OECD based on microdata from the Outgoing
Rotation Group file) and the Swiss Labour Force Survey for Swit-
zerland (as provided by the Swiss national statistical office).

For the United States, hourly earnings refer either to hourly
earnings of employees paid by the hour or to usual weekly earn-
ings of employees divided by their usua weekly hours of work. In
all cases, the data refer to gross earnings. A number of adjust-
ments to the data were made as suggested by Mishel et al. (2001).
Individual observations were discarded where hourly earnings
were either below $0.5 or above $100 in terms of 1989 CPI-U-
X1 dollars and where reported usual weekly hours of work were
outside of the range 1-99. Earnings were also imputed for the
relatively small number of observations affected by top coding.

For the EU countries, hourly earnings refer to net monthly
earnings (net only of social security contributions in the case of
France) divided by usual weekly hours of work. In order to par-
tially correct for possible spurious earnings observations and
because of small sample sizes, the earnings data were derived by
averaging across the 1994, 1995 and 1996 waves of the ECHP.
The 1994 and 1996 data were deflated to 1995 wage levels by
dividing through by the overall growth in average hourly
earnings between these years and 1995.

For Switzerland, hourly earnings are calculated by divid-
ing gross annual earnings by 52 and then by usua weekly hours
of work. Individual observations were discarded where hourly
earnings were either below CHF 2 or above CHF 200.
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Table 3.C.1. Employment shares by wage level in the European Union, 19992
Percentage of all jobs at each wage level (low/medium/high) in each industry/occupation cell
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L ow-paid jobs
Agriculture (A + B) 0.2 0.2 0.3 10.7 1.3
Mining and utilities (C + E) 0.0 0.0 0.0 0.0 0.0 0.0
Manufacturing (D) 0.0 0.0 0.0 0.8 51 0.0 44 104
Construction (F) 01 04 0.9 0.9 17 0.6 46
Wholesale and retail (G) 0.0 19 57 144 4.0 16 29 30.6
Hotels and restaurants (H) 0.8 0.1 0.2 75 16 10.2
Transport and communications (1) 0.0 0.0 0.1 0.2 0.0 2.7 0.5 35
Financia intermediation (J) 0.0 0.0 0.0 0.1 0.1
Real estate and business activities (K) 0.0 0.0 11 0.7 0.3 04 37 6.1
Public administration (L) 0.0 0.0 0.6 01 0.3 0.1 11 21
Education (M) 0.0 0.0 0.3 12 18 33
Health and socia work (N) 0.0 0.0 12 49 15 75
Community, social and persona (O + P+ Q) 0.0 0.7 0.3 42 0.6 05 38 10.2
Total 10 32 95 339 113 6.2 183 0.9 15.7 0.0  100.0
Medium-paid jobs
Agriculture (A + B) 01 0.0 01 20 23
Mining and utilities (C + E) 0.0 0.2 04 0.2 04 12
Manufacturing (D) 0.0 04 41 08 152 141 0.0 34.6
Construction (F) 0.0 0.6 13.6 0.6 0.3 0.9 15.9
Wholesale and retail (G) 0.0 2.6 11 05 21 0.1 0.1 6.4
Hotels and restaurants (H) 04 0.1 0.2 0.0 0.1 0.8
Trangport and communications (1) 0.0 0.0 3.6 04 0.5 14 0.6 6.4
Financia intermediation (J) 0.0 0.0 3.6 0.1 37
Real estate and business activities (K) 0.0 22 3.6 0.1 0.9 0.0 0.0 6.8
Public administration (L) 0.0 01 2.6 18 0.8 0.3 0.7 6.2
Education (M) 0.0 14 0.8 0.1 0.3 25
Health and socia work (N) 0.0 59 12 2.7 1.0 10.8
Community, social and persona (O + P+ Q) 0.0 0.2 12 0.1 0.3 0.1 0.5 24
Total 05 136 185 63 337 166 22 48 35 04  100.0
High-paid jobs
Agriculture (A + B) 04 0.0 0.0 0.0 04
Mining and utilities (C + E) 05 04 0.7 0.3 0.2 22
Manufacturing (D) 8.0 6.4 18 0.0 0.0 0.0 0.0 16.2
Construction (F) 22 0.2 0.6 0.0 0.0 0.0 31
Wholesale and retail (G) 83 0.8 0.0 0.0 0.0 0.0 0.0 9.1
Hotels and restaurants (H) 14 0.1 0.0 0.0 0.0 15
Trangport and communications (1) 2.0 19 13 0.1 0.5 21 0.0 8.0
Financia intermediation (J) 22 2.7 13 0.0 6.3
Real estate and business activities (K) 89 31 0.0 0.0 0.0 0.0 0.0 12.0
Public administration (L) 43 44 18 13 0.1 0.1 0.0 121
Education (M) 12.6 15 0.2 0.0 0.0 14.3
Health and socia work (N) 6.8 2.8 0.1 0.0 0.0 9.7
Community, social and persona (O + P+ Q) 34 13 04 0.0 0.0 0.1 0.0 51
Total 612 258 55 14 19 23 0.1 16 0.0 02  100.0

a) For each country, jobs (i.e. employment in 76 industry/occupation cells) are ranked on the basis of average hourly earnings in 1995 and then placed into three groups of
equal size interms of employment shares. The data are weighted averages of all EU countries except L uxembourg and Sweden.
Sources: OECD estimates based on data from the European Community Household Panel Survey and the European Labour Force Survey.
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Table 3.C.2. Location of jobs by wage level in the European Union, 1995
Number of countries (out of a maximum of 13) in each industry/occupation cell by wage level
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Low-paid jobs
Agriculture (A + B) 3 4 9 12 28 54
Mining and utilities (C + E) 0 0 0 1 1 2
Manufacturing (D) 0 0 1 8 2 0 12 23 25
Construction (F) 1 1 2 4 9 5 22 28
Wholesale and retail (G) 0 1 8 12 9 10 12 52 57
Hotels and restaurants (H) 5 4 8 13 12 42 66
Transport and communications (1) 0 0 1 3 1 5 6 16 18
Financia intermediation (J) 0 0 5 5 10
Real estate and business activities (K) 0 0 4 10 5 6 13 38 42
Public administration (L) 0 0 2 1 2 3 6 14 15
Education (M) 0 1 3 10 9 23 35
Health and social work (N) 0 0 2 9 7 18 28
Community, social and persona (O + P+ Q) 0 1 2 12 6 6 1 38 42
Total 9 12 31 78 27 34 69 14 45 1 320 32
Asaper cent of maximum possible cases 5 7 26 67 26 37 76 27 69 8 32
Medium-paid jobs
Agriculture (A + B) 4 5 4 1 14 27
Mining and utilities (C + E) 0 1 6 5 5 17 26
Manufacturing (D) 0 2 10 5 11 13 1 42 46
Construction (F) 0 4 9 9 3 8 33 42
Wholesale and retail (G) 0 6 5 1 4 3 1 20 22
Hotels and restaurants (H) 4 7 4 1 16 25
Trangport and communications (1) 0 0 6 6 6 6 6 30 33
Financia intermediation (J) 0 1 8 5 14 27
Real estate and business activities (K) 0 6 9 2 7 3 27 30
Public administration (L) 0 2 6 6 9 7 5 35 38
Education (M) 0 5 9 3 4 21 32
Health and social work (N) 0 7 10 4 6 27 42
Community, social and persona (O + P+ Q) 0 2 9 1 7 5 2 26 29
Total 8 48 68 28 59 46 18 25 17 5 322 33
Asaper cent of maximum possible cases 5 28 58 24 57 51 20 48 26 38 33
High-paid jobs
Agriculture (A + B) 6 4 0 0 10 19
Mining and utilities (C + E) 13 12 7 8 7 47 72
Manufacturing (D) 13 1 2 0 0 0 0 26 29
Construction (F) 12 8 2 0 1 0 23 29
Wholesale and retail (G) 13 6 0 0 0 0 0 19 21
Hotels and restaurants (H) 4 2 1 0 0 7 11
Trangport and communications (1) 13 13 6 4 6 2 1 45 49
Financia intermediation (J) 13 12 5 3 33 63
Real estate and business activities (K) 13 7 0 1 1 4 26 29
Public administration (L) 13 1 5 6 2 3 2 42 46
Education (M) 13 7 1 0 0 21 32
Health and social work (N) 13 6 1 0 0 20 31
Community, social and persona (O + P+ Q) 13 10 2 0 0 2 0 27 30
Total 152 109 18 1 18 1 4 13 3 7 346 35
Asaper cent of maximum possible cases 90 64 15 9 17 12 4 25 5 54 35

Notes and sources. See Table 3.C.1.
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Table 3.C.3. Employment share by wage level in the United States, 19992
Percentage of all jobs at each wage level (low/medium/high) in each industry/occupation cell
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Low-paid jobs
Agriculture (A + B) 0.0 0.2 04 6.4 6.9
Mining and utilities (C + E) 0.0 0.0 0.0 0.0 0.0 0.0
Manufacturing (D) 0.0 0.0 0.0 0.0 00 148 2.7 175
Construction (F) 0.0 0.0 0.0 0.0 22 0.0 22
Wholesale and retail (G) 0.0 0.0 9.7 0.0 0.0 32 51 17.9
Hotels and restaurants (H) 0.0 0.0 18 11.0 18 14.6
Trangport and communications (1) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Financia intermediation (J) 0.0 0.0 0.0 0.0 0.0
Real estate and business activities (K) 0.0 0.0 52 18 0.0 11 25 10.6
Public administration (L) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Education (M) 0.0 0.0 4.0 16 20 7.6
Health and socia work (N) 0.0 0.0 48 8.6 19 15.3
Community, social and persona (O + P+ Q) 0.0 0.0 4.0 0.0 0.0 0.8 2.6 7.3
Total 0.0 02 294 229 00 199 151 04 122 00 1000
Medium-paid jobs
Agriculture (A + B) 0.0 0.0 0.0 0.0 0.0
Mining and utilities (C + E) 0.0 0.0 0.0 0.7 10 18
Manufacturing (D) 0.0 0.0 42 05 9.6 0.0 0.0 14.3
Construction (F) 0.0 0.3 125 16 0.0 10 154
Wholesale and retail (G) 0.0 34 00 199 55 0.0 0.0 28.8
Hotels and restaurants (H) 39 0.1 0.0 0.0 0.0 4.0
Trangport and communications (1) 0.0 0.0 33 0.0 0.0 55 13 10.1
Financia intermediation (J) 0.0 0.0 6.5 0.2 6.7
Real estate and business activities (K) 0.0 0.0 0.0 0.0 22 0.0 0.0 22
Public administration (L) 0.0 0.0 24 0.2 0.0 0.1 0.3 3.0
Education (M) 0.0 04 0.0 0.0 0.0 04
Health and socia work (N) 0.0 3.6 0.0 0.0 0.0 3.6
Community, social and persona (O + P+ Q) 0.0 0.0 0.0 85 11 0.0 0.0 9.6
Total 39 7.8 99 292 309 7.2 16 83 0.2 10  100.0
High-paid jobs
Agriculture (A + B) 05 0.0 0.0 0.0 0.5
Mining and utilities (C + E) 12 0.2 14 0.0 0.0 2.8
Manufacturing (D) 10.5 3.0 0.0 0.0 0.0 0.0 0.0 135
Construction (F) 32 0.0 0.0 0.0 0.0 0.0 32
Wholesale and retail (G) 45 0.0 0.0 0.0 0.0 0.0 0.0 45
Hotels and restaurants (H) 0.0 0.0 0.0 0.0 0.0 0.0
Trangport and communications (1) 3.0 12 0.0 04 19 0.0 0.0 6.6
Financia intermediation (J) 4.8 31 0.0 0.0 7.9
Real estate and business activities (K) 15.1 47 0.0 0.0 0.0 0.0 0.0 19.7
Public administration (L) 17 0.3 0.0 0.0 04 0.0 0.0 24
Education (M) 15.2 0.0 0.0 0.0 0.0 15.2
Health and socia work (N) 141 0.0 0.0 0.0 0.0 14.1
Community, social and persona (O + P+ Q) 8.7 0.8 0.0 0.0 0.0 0.0 0.0 9.5
Total 825 134 0.0 04 37 0.0 0.0 0.0 0.0 00 1000

a) Jobs (i.e. employment in 76 industry/occupation cells) are ranked on the basis of average hourly earningsin 1995 and then placed into three groups of equal sizein terms
of employment shares.
Source:  OECD estimates based on data from the Current Population Survey (Outgoing Rotation Group file).
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Table 3.C.4. Employment rate gap between the United Statesand other OECD countries
by wage level and sector, 19992
Percentage points
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Low paid
Goods-producing sector -0.1 -13 15 29 -16 -15 -0.1 12 -49 -05 -3.1 -0.1 27 23 -37 -7.7 -18 -0.7 05 1.7
Agriculture (A +B) -14 24 05 -17 -06 24 08 00 -78 20 36 -10 06 07 37 -71 20 -03 22 09
Mining and utilities (C + E) .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. ..
Manufacturing (D) 14 09 06 -14 09 05 02 09 26 12 14 07 20 13 02 01 07 -09 23 06
Congruction (F) 00 02 04 01 -01 03 05 03 03 02 08 02 01 04 02 06 04 05 03 01
Service sector 49 6.7 9.1 106 22 81 6.7 85 107 114 72 112 82 6.1 65 49 83 19 56 4.0
Wholesale and retail (G) 05 19 25 31 20 35 24 22 32 35 24 33 25 13 14 21 25 26 18 16
Hotelsand restaurants (H) 15 06 28 18 24 19 24 22 12 24 09 20 21 20 14 09 14 21 18 14
Transport and communications (1) -01 00 -01 01 02 01 01 01 01 OO O1 O1 00O OO -09 02 01 00 -03 00
Financid intermediation (J) .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. ..
Red estate and business activities (K) 00 02 06 09 02 01 01 O5 11 09 07 09 05 00 02 06 02 03 02 02
Public administration (L) .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. ..
Education (M) 07 14 12 08 08 09 08 14 16 07 09 13 15 14 10 04 15 06 12 01
Headlth and social work (N) 19 18 14 31 35 10 04 15 29 27 19 30 18 05 28 19 26 48 05 03
Community, socid and personal (O+P+Q) 02 06 08 09 05 09 06 07 06 12 04 06 -02 10 07 -11 00 11 03 05
Total 48 54 106 76 05 65 6.7 97 58 109 4.1 11.1 109 85 28 -27 65 12 60 57
Medium paid
Goods-producing sector -03 52 04 -74 25 -14 04 54 -14 36 -22 -30 08 -05 05 -90 -13 -0.1 -46 -1.5
Agriculture (A +B) .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. ..
Mining and utilities (C + E) -01 01 02 04 02 01 02 01 01 03 01 02 02 02 01 02 02 02 02 01
Manufacturing (D) 02 40 -03 51 -20 -17 -07 43 17 41 24 34 00 -07 06 68 -11 04 -35 -14
Congtruction (F) -04 13 05 -19 -07 01 00 -13 02 08 01 03 -10 -01 00 24 -05 01 -14 02
Service sector -29 22 20 10 -18 15 -01 00 37 37 17 14 -16 -13 02 35 53 0.1 -87 -0.7
Wholesale and retail (G) -05 05 27 15 07 15 27 13 21 19 14 00 25 12 14 13 23 10 -15 14
Hotelsand restaurants (H) 00 02 01 06 05 05 03 04 -01 07 -03 09 04 02 00 02 01 07 05 02
Transport and communications (1) -05 10 -02 -11 04 -03 01 02 -01 06 -05 05 -03 05 11 09 03 -08 -06 -07
Financia intermediation (J) 03 05 01 11 06 09 07 02 08 13 01 08 09 09 05 09 08 14 -01 01
Red estate and business activities (K) o1 06 11 13 09 11 05 07 13 13 03 10 11 03 02 11 12 03 04 -02
Public administration (L) -3 -09 27 -09 -12 -07 24 -10 17 -10 11 21 -28 -12 -10 -19 -12 04 -14 -16
Education (M) -01 -08 -03 -06 -05 -02 -12 -07 -01 -03 00 -02 -06 03 -08 -08 -01 06 -17 04
Headlth and social work (N) o4 -16 -01 09 36 -19 11 20 01 -07 08 -06 -10 30 02 04 06 -21 -30 -06

Community, socid and personal (O+P+Q) -1.3 12 14 01 13 07 04 09 14 12 11 12 01 10 -14 12 12 07 -06 10
Total -32 -74 24 -65 -43 0.1 -05 -54 23 0.1 -05 -15 -24 -19 -03 -55 39 0.0 -13.3 -2.2
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Table 3.C.4. Employment rate gap between the United Statesand other OECD countries
by wage level and sector, 19992 (cont.)
Percentage points
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High paid
Goods-producing sector 22 14 10 -15 06 05 16 -01 33 14 12 25 29 -04 16 21 27 04 -03 -04
Agriculture (A +B) o1 00 00 01 00 OO O1 O1 O1 02 01 00O 01 -10 012 00 00O 01 00 -01
Mining and utilities (C + E) 02 02 03 09 03 03 03 01 02 03 04 04 04 04 05 02 04 03 02 03
Manufacturing (D) 16 06 03 06 02 -10 05 -06 24 13 07 16 20 01 06 17 18 -06 -11 -06
Congtruction (F) 04 06 04 01 05 02 07 03 06 05 00 O5 04 02 05 02 05 06 05 00
Service sector 38 80 33 82 29 25 85 69 84 100 74 112 30 -1.1 1.7 115 105 32 14 1.1
Wholesale and retail (G) 00 -10 13 -02 -09 09 -05 02 24 02 -02 09 04 -12 -17 -10 09 -02 07 -16
Hotelsand restaurants (H) .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. ..
Transport and communications (1) 02 04 -02 01 04 04 00 03 05 02 07 06 02 02 04 06 06 02 -01 00
Financid intermediation (J) 08 15 11 12 07 15 11 11 15 11 12 12 -19 01 10 16 15 08 04 05
Red estate and business activities (K) 08 32 26 27 06 12 23 24 33 38 22 31 24 03 07 37 36 03 02 06
Public administration (L) -08 19 09 -16 -14 -11 -11 27 04 -11 -05 06 -14 24 -16 07 -06 -15 -16 -11
Education (M) 05 13 -02 17 04 09 20 19 11 11 11 12 10 O1 O5 23 16 06 12 06
Headlth and social work (N) 13 29 06 30 23 00 29 26 29 31 11 28 27 11 21 29 26 16 19 10
Community, socid andpersonal (O+P+Q) 08 15 15 15 15 12 17 14 19 17 18 21 07 12 11 20 20 14 09 10
Total 60 94 43 67 35 20 101 68 11.7 11.3 86 137 59 -14 33 136 132 36 1.1 0.7
All wage levels
Goods-producing sector 1.8 -51 29 -119-36 -35 1.1 43 -3.0 -27 40 -05 49 14 -26 -145 04 04 -45 -03
Agriculture (A +B) -14 24 05 -18 06 24 06 01 -77 21 36 -10 07 04 38 -71 20 -02 22 08
Mining and utilities (C + E) 01 04 06 -13 05 04 05 03 03 06 05 05 06 07 06 04 06 05 05 04
Manufacturing (D) 31 26 05 -71 31 22 01 40 33 -16 -02 -11 40 06 02 50 15 -18 23 -14
Congtruction (F) 00 05 14 -17 -04 07 12 06 11 15 -07 10 -05 05 03 -28 04 11 06 00
Service sector 5.7 124 144 19.7 33 1211 15.1 155 228 250 163 238 96 3.7 85 199 240 52 -1.7 45
Wholesale and retail (G) 00 14 39 44 18 42 45 33 29 56 36 41 46 13 11 25 40 34 04 14
Hotelsand restaurants (H) 16 08 28 24 29 25 27 26 11 30 06 28 25 22 14 10 15 28 23 17
Transport and communications (1) -03 -05 05 -13 09 08 02 05 05 04 03 12 -05 02 -01 17 11 06 -10 07
Financid intermediation (J) 11 10 13 22 13 24 18 13 23 24 12 20 28 10 15 25 23 22 05 06
Red estate and business activities (K) 09 40 43 49 17 22 30 36 57 60 31 50 40 00 11 54 50 09 00 06
Public administration (L) 21 28 35 26 —26 -18 -35 37 —21 22 -16 —28 —43 36 26 25 -18 —20 —29 -27
Education (M) 12 20 07 19 08 17 15 26 26 14 21 23 20 12 07 19 30 06 08 04
Headlth and social work (N) 37 31 19 53 49 -10 22 22 59 50 37 52 36 -14 51 53 58 53 06 07

Community, socid and personal (O+P+Q) -03 33 37 25 34 28 27 30 39 41 34 39 06 32 04 21 32 32 06 25
Total 75 74 173 78 -03 8.6 162 11.1 198 223 123 233 145 52 58 54 237 48 -62 42

Not gpplicable (i.e. no broad occupations in the US for the given industry have average earnings at the given wage level).

a) For each country, jobs (i.e. employment in 76 industry/occupation cells) are assigned to the same broad wage groups as the equivalent job in the United States. US jobs
are first ranked on the basis of average hourly earningsin 1999 and then placed in one of three wage groups (low, medium, high) of equal size in terms of employment
shares. The datarefer to 1998 for Australia, the Czech Republic, Hungary and New Zealand.

Source:  OECD estimates based on data from the European Labour Force Survey for the EU countries, the Current Population Survey (Outgoing Rotation Group file) for

the United States and national labour force surveysfor the other countries.
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Chapter 4

BALANCING WORK AND FAMILY LIFE:
HELPING PARENTSINTO PAID EMPLOYMENT

Summary

This chapter |ooks at the work/family balance from a labour market viewpoint, complementing other OECD work on
“family-friendly” socia policies and early childhood education and care. The main policy concern addressed is that of
encouraging a higher participation by mothersin paid employment. Thisisimportant to maintain their labour market skills,
to ensure adequate resources for families and women living by themselves, and to make further progress towards gender
equity. In addition, the skills of mothers will be increasingly needed in the labour market as the population of working age
in most OECD countries begins to shrink. The chapter notes the probable relevance of the work/family relationship to
fertility —the low fertility rates seen in most OECD countries will exacerbate shortfalls in labour supply if they continue.

Thefirst part of the analysis documents changes in parental employment patterns. It shows that employment rates of
mothers have increased rapidly over recent years, closing the gap with those of fathers. However, the increase has been
concentrated on better-educated women, while rates of less-well-educated women have stagnated. A section on preferences
for part-time employment shows its considerable attraction for mothers in many countries, despite the comparatively low
levels of earnings and training it generally brings. Measured in terms of the earnings of men and women, the incentive for
women to engage in paid employment has increased somewhat in recent years. However, a considerable gender wage gap
remains. Many writers have linked this to the continuing imbalance in unpaid work and child-care carried out inside
households, which the chapter documents using newly-available data from time-use surveys.

The policy analysis in the second part of the chapter concentrates on two main areas. tax-benefit policies; and what
are commonly known as work/family reconciliation policies— policies for child-care and for maternity and child-care leave.
In addition, there is a section on voluntary family-friendly arrangements in firms, a topic which has been relatively
underdevel oped at the international level. The general approach isto develop summary indicators for each policy area.
These are brought together at the end of the chapter and compared with the employment rates observed in different OECD
countries. The international perspective leads to a number of findings of policy relevance. In countries with relatively well-
developed systems of work/family reconciliation policies, women tend to have higher employment rates in their thirties
(when their employment is most likely to be affected by child-rearing and child-care). This applies both to maternity leave
and to formal child-care policies for very young children.

I ntroduction

This chapter examines the work/family balance
from a deliberately restricted viewpoint — that of its
impact on the numbers of parents, particularly mothers,
in paid employment. This is not, of course, the only
point of view that can be taken. Other relevant work is
undertaken in the OECD work programmes on “Fam-
ily-Friendly Social Policies” and “Early Childhood
Education and Care” (see www.oecd.org/els/social/ffsp
and www.oecd.org/el s'education/ecec).

Increasing the employment rates of mothersis
important for many reasons. The skills of women are
increasingly needed in paid employment to face the chal-
lenge posed by the likely long-term shrinkage in the pop-
ulation of working age. Higher employment rates of
mothers will help to ensure adequate resources for
families, including lone-parent families, most of which
are headed by women. Unless mothers maintain contact
with the labour market their skills will tend to atrophy. In
addition, an increase in the proportion of women in
employment is necessary to respond to the increasing
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demand for the independence and fulfilment that paid
employment can bring to women, and to make further
progress towards gender equity.

Getting the work/family balance right is, in turn, a
vital for increasing the employment rates of mothers.
Mothers cannot be expected to enter paid employment in
sufficiently large numbers unless there are appropriate
financia incentives to encourage them to do so, and unless
parents can ensure adequate care for their children. Many
parents wish to look after their children for some time
themselves after child-birth. This needs to be accommo-
dated in ways which strengthen family life and the sharing
of household tasks and child-care activities between family
members, and yet encourage and equip parents to move
back into productive and fulfilling careers in paid employ-
ment when they are ready to do so. The challenge is to
achieve more flexibility in career patterns in ways which
both build human capital and encourage longer and deeper
involvement by women in paid employment.

The work/family balance is also important for
longer-term trends in population and labour supply. The
likely shrinking of the population of working age in most
OECD countries will become all the stronger and more
difficult to arrest, if birth rates continue at their currently
low levels. Fertility rates, measured according to conven-
tional indicators of current trends, are below replacement
level in all OECD countries. In some they are barely half
that level. With the exception of only avery small number
of countries, the trend has been for successive cohorts of
women entering the labour force to have higher employ-
ment rates, but fewer children. While the reasons for this
are still not clearly understood, it is plausible that
improvements in the work/family balance could help to
increase both current employment rates and fertility rates.

A large number of government policies affect the
work/family balance. However, this chapter will concen-
trate on examining two key areas: i) the impact of tax-
benefit policies at average levels of earnings; and ii) what
are commonly known as work/family reconciliation poli-
cies—policies for child-care and leave for parents to look
after their own children. They will be examined primarily
from the point of view of their impact on the labour
supply of parents.

The contribution of firms to the work-family balance
is often forgotten, and yet isvital. It is a the level of the
firm that the details of the reconciliation are worked out. In
the worst cases, firms may discriminate against family
members, or even deny them their rights under legislation.
Long hours of work, which have become part of the culture
of many companies, deny parents, particularly fathers, the
opportunity of sharing in the upbringing of their children

and work against gender equity. On the other hand, many
firms have introduced so-called “family-friendly arrange-
ments’, going beyond existing legislation, which are
designed to help employees with family responsibilities
balance the different parts of their lives. The chapter looks
at what isknown about the incidence of these practices, and
the extent to which firms' voluntary arrangements might
complement those in national legislation.

A full evaluation even of this restricted range of pol-
icies, and of their interactions both with each other and
with other policies, is not possible in the current state of
knowledge and data. The main approach followed is to
develop a set of summary indicators for the various poli-
cies mentioned above, and compare them with the actual
levels of parental employment. In line with this, the infor-
mation is presented according to country groupings.
These follow the main geographical regions of the
OECD: North America; Asia; Europe; and Oceania
(Australia and New Zealand). Within OECD Europe,
there are a number of sub-groups, drawing on the work of
Fouquet et al. (1999), whose classification is based on the
form of the social protection regime; the importance
given to the family as a social institution; and the work
patterns of women. Their groups comprise the “Nordic”
countries of Denmark, Finland, Iceland, Norway and
Sweden; the “Southern Europe” group of Greece, Italy,
Portugal and Spain; the “Central” group of Austria,
Germany and the Netherlands; and Ireland and the United
Kingdom. In addition, the tables group together the Czech
Republic, Hungary, Poland and the Slovak Republic; and
the remaining three European Union countries: Belgium,
France and Luxembourg.

The first section of the chapter documents the current
state of parental employment in different OECD countries,
noting the preferences expressed by families for different
employment patterns and the changing balance of unpaid
work within families. The next two sections discuss the
impact of tax-benefit policies, and work/family reconcilia-
tion policies, respectively. Thisis followed by a discussion
of the contribution of firmsto the work/family balance. The
comparison of policy indicators and national outcomes in
Section V is followed by the Conclusions. Box 4.1 docu-
ments the relationship between employment rates and
fertility rates outlined above.

Main findings
The main empirical findings are as follows:

. Employment rates of women, and of mothers with
young children, have increased in aimost all coun-
tries over the past ten years. They remain highest in
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Box 4.1. Trendsin fertility and trendsin employment

The trend towards higher female employment rates has occurred at a time when fertility rates have been falling in most OECD
countries. According to L esthaeghe and Willems (1999), many economic theories of fertility link the two trends together. One school
notesthat increases in the employment rates and relative earnings of women have increased the opportunity costs of child-bearing.
Another argues that high and rising consumption aspirations encourage both members of couple families to remain in full-time paid
employment. The two theories are not inconsistent and both can be used to explain the delay in first births and lower fertility. In
addition, owing to the lower stability of unions, potential mothers are facing an increased risk of becoming single parents, with the
economic and socia disadvantages this often brings. However, Murphy (1993) has argued that the causality may lie partly in the other
direction —efficient modern contraceptive technology allows most women to avoid unwanted or unexpected pregnancies and engage
more fully in the labour market. Other schools connect both changes in fertility and changes in employment to an increased emphasis
on individual autonomy. Findly, some writers have pointed to theimportance of cultural differences between countries, asreflected in
their family employment patterns. Fertility levelsin OECD countries have remained high mainly in countries where a major
proportion of births occur outside marriage. These also tend to be countries where the employment levels of women are relatively high
[Coleman (1999); Chesnais (1996); McDonald (2000); Esping-Andersen (1997); OECD (1999a)].

Chart 4.1. Trends in employment and trends in fertility, selected OECD countries
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a) Data for Australia, Ireland, New Zealand and the United Kingdom are based upon cohorts aged 25-34 and 35-44; data for Finland concern those aged
30-34 and 35-44; data for Italy concern those aged 30-39 and data for Switzerland refer to cohorts aged 25-39.

b) The data shown cover the 1945 to 1963 cohorts, except for Austria, 1959-1963; Belgium, 1948-1962; Denmark, 1948-1963; Greece, 1950-1963; Ireland,
1949-1962; Italy, 1945-1961; Japan, 1945-1962; Luxembourg, 1948-1963; New Zealand, 1951-1962; Sweden 1952-1963; Switzerland, 1956-1963 and the
United Kingdom, 1951-1963.

Sources: European Demographic Observatory; Statistics Canada for the CFR data; and OECD employment database.
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Box 4.1. Trendsin fertility and trendsin employment (cont.)

Trends in fertility can be measured by the completed fertility rate (CFR), the average number of births born to a “ cohort”
of women, who were themselves born in the same year. Indicators of the level of fertility at amoment in time, such as the total
fertility rate (the sum of the age-specific fertility rates for a single year) are strongly affected by the timing of births. This makes
them an unreliable indication of trends in fertility. The CFR can be caculated precisely only for women who have reached the
end of their child-bearing years. Strictly speaking this implies that precise estimates are only available for women born at |east
50 years ago. However, areatively small proportion of births occur after age 35, and very few after age 40, so that reasonably
precise estimates of the CFR can currently be made for cohorts of women born up to 1960-1963.

Chart 4.1 compares the pattern of change in the CFR with the employment rate of women. Each arrow shows the change
from the 1945 cohort to the 1963 cohort, unless otherwise stated. The horizontal axis shows estimates of the CFR supplied by
the European Demographic Observatory and Statistics Canada. The vertical axis shows an estimate of the employment rate of
the cohort in their thirties, when the impact of child-bearing on female employment tends to be at its peak [OECD (1988)].

The general pattern is a movement upwards and to the left —falling fertility and rising employment rates. Thisis particularly
marked for the Southern European countries and Ireland. Sweden and Finland show relative stability —a small fdl in the CFR, and a
dight decline in the employment rate. Examination of data for the full set of cohorts between 1945 and 1962 shows that L uxembourg
and the United States are the only countries where recent cohorts have achieved both an increase in completed fertility rates and an
increase in employment rates compared with earlier cohorts.

Comparing changes in the CFR and the employment rate between the 1950 and 1962 cohorts (the longest period for which
consistent data are available for 15 countries) reveals that countries with larger increases in the employment rate tend to have
larger falls in fertility (the correlation is -0.6). Among the main outliers are Japan, with a strong decline in fertility and little
increase in the employment rate (Italy presents a similar pattern over a shorter time period) and the Netherlands, where the
strong increase in the employment rate has been accompanied by arelatively small fall in completed fertility.

According to L esthaeghe (2000), recent developments in the number and timing of births suggest that completed fertility has
been continuing to decline at a moderate pace throughout Europe and Oceania, with the exception of a dight and “probably
temporary” recovery in Denmark, and sharp fallsin Sweden, Ireland, the Czech Republic, Hungary, Poland and the Slovak Republic.

the Nordic countries; they are comparatively low in  «

some of the Southern European countries, Korea,
Mexico and Turkey.

With the exception of the United States and
Luxembourg, rises in female employment rates
have occurred at the same time as declines in the
completed fertility rate. There has been a tendency
for countries with larger increases in female
employment rates to show larger declines in the
completed fertility rate.

The proportion of smaler households —single people
under 60, childless couples, and lone-parent families—
has tended to increase in most OECD countries over
the past fifteen years. The proportion of households
with two or more children has falen. In some countries
this reflects a substantial increase in the proportion of
women choosing to remain childless.

Employment rates of mothers with a child under 6,
while still well below those of fathers, are rising
rapidly —the gap is closing at the rate of one per-
centage point per year, on average. Employment
rates of well-educated mothers are far higher than
those of less-well educated mothers in almost all
countries, and the gap istending to rise everywhere.

In the European Union, around half of mothers with
a child aged under 6 in employment work part-time.
Most, but not all, of those not working would like to
move into employment during the next few years,
but many would choose to work part-time (of rela
tively long hours). Families with children under 6
considering themselves “well-off” work longer total
hours than those who are “just managing”, but both
types would prefer to reduce their paid hours, to a
similar level.

Child-care and other unpaid household work are
still unequally shared among partners, even when
mothers are employed on a full-time basis in the
labour market. There is some evidence of increasing
involvement of fathers in child-care and other
household tasks. However, this may be offset, in
some countries, by the increase in the proportion of
lone-parent families, mainly headed by women.

Most OECD countries have moved towards systems
of separate taxation of earnings of couples, partly in
order to reduce disincentives to work for partnersin
couple families. However, part of this change has
been offset by tax reliefs and benefits granted on a
family basis.
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. Increases in formal care arrangements in amost all
countries have led to a little over a quarter of chil-
dren under three being in formal child-care, on
average for OECD countries, though thereis consid-
erable variation between them. The coverage for
children between three years old and the mandatory
school age averages three-quarters, with much less
variation between countries.

. Increases in entitlement to maternity and child-care
leave have occurred in almost al countries, with the
maximum |leave now available exceeding one year
in at least eighteen countries. There are, however,
large variations between countries, as regards the
duration of benefits, and the degree of remuneration
of maternity leave. Paternity leave and child-care
leave reserved for fathers have been introduced in a
number of countries in the past decade. However,
with some notable exceptions, such as public sector
arrangements offering full earnings replacement,
fathers take-up ratesremain low.

. Many firms have introduced “family-friendly”
arrangements to supplement legal provisions, though
few have introduced a very large range of such
arrangements. Employersin countries with the highest
legal provision are least likely to provide such arrange-
ments. However, the reverse is not true — voluntary
arrangements by employers do not compensate for low
levels of legal provision. In dl countries, thelikelihood
of a family-friendly work environment increases with
the size of the firm and the skillslevel of the employee,
and is greater in the public sector.

. There is a positive relationship across countries
between indicators of policies designed to improve
the work/family reconciliation, on the one hand, and
women’'s employment rates, on the other.

. Parental employment patterns
A. Trendsin paid employment

Changes in parental and, particularly, mothers’
employment patterns over the past decade have occurred
against the background of considerable changes in family
structure (Table 4.A.1).! The numbers of couple families
with three or more children, and often two or more chil-
dren, have decreased. In some countries, there has been a
rapid increase in the numbers of couple families with no
children, reflecting an increase in the proportion of
women who choose to remain childless [Coleman
(1999)]. In three of the Southern European countries
(Portugal is the exception), the data reflect the growing
numbers of women who have only one child. Virtually al

countries have seen a growth in lone-parent families,
though the rise in the Southern European countries has
been small. In addition, there has been alarge increase in
the proportion of people under 60 living on their own.

Table 4.1 shows the employment rates of parents, in
particular mothers, in couple families and lone-parent
families.? It isrestricted to families with children under 6,
for a number of reasons. While not all mothers with a
child under 6 will wish, or indeed be able to take up paid
employment, it is important that there is a sufficiently
high employment rate for this group, because of the dan-
ger of loss of contact with the labour market, and decline
in human capital. While not shown in the table, for sev-
eral countries, the employment rates of mothers with a
child under 6 are close to, or even higher than those with
achild over 6. This is because women with children
under 6 tend to be younger, and younger cohorts tend to
have higher employment rates.

While the employment rate of mothers is much lower
than that of fathers (54%, on average for the countries
shown, as compared with well over 90% for fathers), the gap
has been closing quite rapidly, at around one percentage
point per year over the past decade. The increase is
accounted for by gainsin the high and medium educational
groups. While the employment rate of mothersin the highest
education group has now reached 70%, that in the lowest
group has tended to stagnate at under 40%.> The employ-
ment rate of lone-parents (the vast majority of whom are
women) is slightly higher, on average, than mothers in cou-
ple families. However, it shows considerably more veriation,
with particularly low figuresin Ireland, Portugal, the
Netherlands and the United Kingdom.

Table 4.2 shows trends in two family types: couple
families with at least one child under 6 years old, and lone
parents with a child under 6. The proportion of couple
families of the “single breadwinner” type can be seen to
have fallen considerably between 1989 and 1999 (roughly
the same change can be seen for couple families with
children aged 6 or over). The main reason for this decline
stems from increases in the proportion of families with
two full-time earners, though many countries have also
seen considerable increases in the proportion of families
with a full-time earner and a part-time worker. In line
with the results reported in Table 4.1, there has been com-
paratively little change for families where neither partner
has more than a comparatively low level of education.
However, even for this group, the single breadwinner
family represented less than half of all couple familieswith
a child under 6 in 1999. Changes for lone-parents have
been relatively small, though over half of lone parents with
a child under 6 were in paid employment (often full-time)
in 1999.
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Table 4.1. Employment ratesin families® with child(ren) aged under 6, 1989 and 1999

Percentages
Employment rates in coupl e families
d ? Proportion of Employment rate Employment rate
Mothers by education level® Employment rate parents who are (.)f al women of al mothers
of lone-parents without children . .
Parents : : Mothers lone-parents aged 20-60 with child under 6
High Medium Low
North America
Canada® 1999 78.1 80.7 72.9 484 70.0 68.3 12.7
1989 76.1 77.3 65.5 46.7 64.3 64.6 10.4 .. ..
United States 1999 77.4 .. .. .. 60.6 67.7 24.6 85.2 61.5
1989 74.6 .. .. .. 55.7 475 21.6 79.9 54.0
Japan® 2000 .. . .. .. 333
1990 .. . .. .. 35.9
Europe
Finland 1998 74.2 .. .. .. 57.7 64.9 16.8 .. 58.8
1995 68.4 .. .. .. 53.8 329 18.7 .. 53.3
Norway® 1999 .. 82.6 69.8 457 .. .. .. .. 72.8
1991 .. 80.8 63.1 433 .. .. .. .. 65.3
Sweden’ 2000 .. . .. .. .. 64.6 .. .. 77.8
1990 .. . .. .. .. 85.9 .. .. 86.6
Greece 1999 713 69.4 41.0 334 48.4 63.2 29 43.2 48.6
1989 68.3 59.1 34.2 32.0 41.4 66.5 29 40.4 415
Itay 1999 68.0 69.4 52.8 26.1 449 72.2 39 43.1 457
1989 67.6 .. .. .. 40.7 65.5 3.6 38.0 41.3
Portugal 1999 80.6 92.5 85.8 63.7 70.2 829 51 62.0 70.6
1989 75.1 90.3 74.8 56.3 59.1 68.1 4.3 49.2 59.0
Spain 1999 65.9 59.6 40.7 26.8 415 64.9 22 41.4 418
1989 58.7 534 337 233 29.5 62.8 19 30.6 29.8
Poland 1999 68.2 .. .. . 49.5 333 4.6 63.0 47.6
1994 67.5 .. .. .. 475 37.2 51 58.1 49.9
Ireland 1997 64.5 62.3 475 238 455 35.2 10.0 58.3 444
1989 52.4 46.1 29.4 131 25.8 20.6 59 50.6 253
United Kingdom 1999 75.1 70.3 60.3 32.2 61.3 36.8 21.8 74.3 55.8
1989 66.5 58.9 46.0 39.2 453 275 133 70.8 427
Austria 1999 78.9 72.6 65.7 545 65.7 76.1 9.0 62.0 66.5
Germany 1999 70.9 62.4 50.1 28.7 51.4 49.7 10.3 67.3 51.1
1991 69.3 56.7 48.7 37.2 49.4 62.0 10.6 65.0 42.6
Netherlands 1999 77.8 71.0 62.8 40.8 62.3 38.7 6.6 67.9 60.7
1989 61.8 .. .. .. 325 227 6.7 52.9 317
Belgium 1999 68.9 84.7 70.2 42.6 718 49.2 9.1 58.3 69.5
1989 75.8 73.0 65.0 38.9 57.8 40.9 59 43.8 56.7
France 1999 72.9 72.2 54.9 29.0 56.8 51.6 8.7 64.7 56.2
1989 719 .. .. .. 52.2 60.8 7.0 60.6 52.6
L uxembourg 1999 70.4 55.3 445 42.1 46.1 74.1 57 59.5 474
1989 66.7 42.6 35.1 345 35.9 59.1 39 439 36.6
Australie® 2000 .. .. .. .. 48.0 30.2 .. .. 45.0
1990 .. . .. .. 44.1 .. 42.3

.. Datanot available.

a) Theinformation isrestricted to families with no-one over 60. Children are defined as being under 20 and adults as 20 and over. Multi-family-households were excluded.
b) "High" meanstertiary level, "Medium" is secondary level, "Low" isunder secondary level.

¢) For households with or without child(ren).

d) Mothers aged 25-54, children under 7. Data refer to February of the year.

e) Databy education level refer to al mothers of children under 6.

f) Mothers aged 25-54.

g) Datarefer to householdswith children aged under 5.

Sources. Secretariat calculations on the basis of data supplied by EUROSTAT and national authorities.
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Table4.2. Trendsin employment patternsin key family types, all education levels
Percentages

Couplefamilieswith a child under 6

Proportion with man full-time, Proportion with man full-time, Proportion with man full-time, Proportion with neither man nor
woman full-time woman part-time woman not working woman working
1984 1989 1994 1999 | 1984 1989 1994 1999 | 1984 1989 1994 1999 | 1984 1989 1994 1999
United States 263 323 337 365| 156 183 192 186 | 443 388 335 352 54 3.7 50 26
Greece 263 345 376 414 45 4.9 32 42 | 610 557 526 473 54 26 35 34
Italy 333 339 313 326 3.7 4.7 6.3 95| 579 537 517 475 26 40 6.5 6.3
Portugal® 56.0 543 607 35 53 5.9 351 301 259 20 3.7 24
Spain® .. 248 243 310 . 33 40 6.9 .. 632 534 521 .. 57 128 58
Ireland® 114 169 254 296 3.6 53 96 114 | 670 566 431 418 | 151 165 148 109
UnitedKingdom 7.3 132 157 195 | 225 307 331 384 | 548 445 338 294 | 131 80 124 7.0
Austria® .. 386 290 .. 216 307 .. 307 301 . 28 35
Germany .. 233 206 209 .. 194 216 263 .. 444 471 416 .. 34 54 5.9
Netherlands® 3.0 . 35 42 | 151 .. 379 478 | 674 .. 415 315 8.2 . 6.9 35
Belgium 370 373 371 266 | 109 187 222 277 | 434 371 311 190 58 50 5.6 48
France 359 419 334 313| 119 161 167 197 | 442 358 365 351 41 20 6.6 6.6
Luxembourg 242 229 267 265 84 104 130 166 | 645 632 544 516 18 14 29 24
Poland 357 360 4.6 59 432 398 7.3 8.2
L one-parent families (women) with achild under 6
Proportion with woman Proportion with woman Proportion with woman
working full-time working part-time not working

1984 1989 1994 1999 1984 1989 1994 1999 1984 1989 1994 1999

United States 33.8 36.0 338 48.9 10.3 9.5 10.3 16.8 55.9 54.6 55.9 34.4

Greece 435 417 45.2 50.9 8.0 49 38 84 48.6 53.4 51.0 40.7

Italy 535 52.8 47.1 58.7 53 6.4 12.2 10.8 411 40.8 40.6 30.5

Portugal® 56.4 56.1 75.7 44 8.0 5.7 39.2 35.9 18.6

Spain® .. 56.4 39.7 50.2 . 47 8.9 11.4 .. 38.9 514 38.5

Ireland® 6.7 133 12.9 15.5 40 41 6.2 18.6 89.3 82.6 81.0 65.9

United Kingdom 5.9 7.2 9.1 12.5 12.6 16.4 16.8 21.7 814 76.4 74.0 65.8

Austria® . 55.6 435 .. 22.7 31.2 . 21.7 25.2

Germany .. 39.1 274 24.0 . 20.3 20.3 239 .. 40.6 52.3 52.1

Netherlands® 32 . 44 6.0 9.9 .. 21.9 315 86.9 . 73.6 62.5

Belgium 30.7 24.9 264 22.1 16.1 9.9 15.9 244 53.2 65.3 57.7 53.5

France 51.3 55.8 37.7 34.9 11.0 11.8 138 141 377 324 484 51.0

Luxembourg 63.8 51.6 49.0 52.3 11.5 24 6.7 19.7 24.8 46.0 4.4 27.9

Poland 294 27.8 9.4 5.6 61.2 66.7

Data not available.

1986 instead of 1984.
1987 instead of 1984.
1997 instead of 1999.
1995 instead of 1994.
1985 instead of 1984.

Sources. Secretariat calculations on data from the European Labour Force Survey, and national data.

A number of surveys have sought to measure the
preferences of families for different employment patterns.
With appropriate caution, the results can be useful for
assessing the way in which families would most like to
arrange their work/family balance. A recent, and particu-
larly detailed source of this type of information is provided
by the Employment Options of the Future (EOF) survey
carried out in European Union Member States' in 1998 (see
Annex 4.B for details). Table 4.3, containing Secretariat

calculations based on the survey micro-data, shows current
and preferred employment patternsfor couple familieswith
achild under 6. While there are considerable differences
between countries, in every casg, if preferences were to be
realised, there would be a move away from the single
earner family, towards the dual earner type. On average,
the incidence of dual-full-time-earner families and full-
time-plus-part-time families would both increase by around
ahalf. However, there are still a number of countries where
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Table 4.3. Actual and preferred employment patter ns by full-time and part-time working*
Couple families with child under 6

Percentages
Manfull-time/ Manfull-timd Man full-time/ Other Total
woman full-time woman part-time woman not employed

Finland

Actual 49.3 6.4 328 115 100.0

Preferred 80.3 8.6 10.2 0.8 100.0
Sweden

Actual 51.1 13.3 249 10.7 100.0

Preferred 66.8 222 6.6 4.4 100.0
Greece

Actual 122 7.9 36.1 138 100.0

Preferred 65.6 10.6 9.4 14.4 100.0
Italy

Actual 349 11.8 433 10.0 100.0

Preferred 50.4 277 10.7 11.2 100.0
Portugal

Actual 74.5 47 18.7 2.2 100.0

Preferred 84.4 8.0 4.0 36 100.0
Spain

Actual 25.6 6.3 56.9 11.2 100.0

Preferred 59.7 11.6 19.7 9.0 100.0
Ireland

Actual 30.8 18.7 37.0 135 100.0

Preferred 311 2.3 8.1 185 100.0
United Kingdom

Actual 24.9 31.9 328 104 100.0

Preferred 21.3 41.8 133 23.6 100.0
Austria

Actual 19.1 28.2 48.1 45 100.0

Preferred 35.6 39.9 39 20.7 100.0
Germany

Actual 15.7 231 52.3 89 100.0

Preferred 32.0 29 5.7 194 100.0
Netherlands

Actual 4.8 54.8 337 6.7 100.0

Preferred 5.6 69.9 10.7 138 100.0
Belgium

Actual 46.0 19.4 27.3 7.3 100.0

Preferred 54.8 28.8 134 30 100.0
France

Actua 38.8 14.4 38.3 84 100.0

Preferred 52.4 21.9 141 11.7 100.0
Luxembourg

Actua 235 27.0 49.1 0.4 100.0

Preferred 275 29.9 124 30.2 100.0
Unwelghted average

Actual 344 19.1 379 85 100.0

Preferred 477 29.0 10.2 132 100.0

a) EU and Norway, 1998.

Sources. Secretariat calculations on the basis of microdata from the Employment Options of the Future survey. See Annex 4.B for details.

10% or more couples said they preferred the “male
breadwinner model”. It is noticeable that preferences for
increased part-time working tend to be relatively low in
Sweden and the Southern European countries. While
Sweden pioneered the movement of women into
employment, often through part-time employment, there

is now a substantial interest among mothers in moving
from part-time employment to full-time employment, as
shown by more detailed flows data, not presented in
Table 4.3. In most of the Southern European countries,
part-time employment is still relatively under-devel-
oped, and may not be seen as a viable option by some
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women. For Canada, Marshall (2001) finds that volun-
tary part-time workers represent 73% of part-time
employment, and that part-time workers report consider-
ably more satisfaction with the balance between work
and home than do full-time workers.

As well as asking about preferences at the current
point in time, the EOF asked about the preferred employ-
ment patterns of couples, currently with a child under 6,
in five years time. On this basis, European Foundation
(2000) finds a considerable interest in increased part-time
working among mothers over the medium-term. For the
European Union as awhole, if preferences were realised,
the proportion of mothers working would rise to around
85% but all but 2% of the increase would be due to part-
time working.” The main interest is in part-time working
of relatively long hours — in the 20-25 hours a week range
[Atkinson (2000)].

The EOF also suggests that many couples with chil-
dren under 6 would prefer shorter working hours
(Table 4.4). Respondents in such families were asked to
state the hours that they would currently like to work
themselves, and the hours that they would like their part-
ners to work, if they had a free choice, but taking into
account the need to earn a living. At the same time, they
were asked to give an appreciation of the financia state of
their household, by selecting one of three categories: “well-
off”, “just managing” and “having difficulties’.® The num-
ber responding that they were having difficulties was only
6%, on average, for the countries shown. Hours of work for
“well-off” couples tend to be longer than those of couples
saying that they are “just managing”. However, both would
like to reduce their hours and their preferred hours tend to
be similar: well-off couples would prefer to reduce their
hours more than those who are just-managing.” In addition,
couples in countries where average hours are longer tend to
prefer larger reductions in hours.®

B. Reative earnings of mothers

Expected earnings are an important determinant of
the decision to return to work. Women's average earnings
are lower than men'sin al OECD countries, sometimes by
a large amount, as shown in Chart 4.2, though the differ-
ence has been tending to decline dightly in most countries.’
The largest gap is for Japan and Korea, the smallest
for France, Belgium and Denmark (on the basis of
the 1995 figures). The gap between the earnings of fathers
and mothers of young children tends to be wider that the
overall male/female gap, for a number of reasons. First,
mothers are more likely to work in part-time jobs, where
wages tend to be lower. Second, fathers of young children
tend to work longer hours than other men, and earn higher
wages. Third, some employers may discriminate against

mothers on the grounds that they expect them to have lower
commitment to their jobs, as discussed further below.
Indeed, in some Anglo-Saxon countries, the wages of
mothers with children are found to be lower than those of
other women working in similar jobs [Harkness and
Waldfogel (1999); Joshi et al. (1999); Waldfogel (1993,
1998a, 1998b)]. However, Datta Gupta and Smith (2000)
find this does not apply in Denmark (they suggest the reason
is that generous maternity/parental benefits are taken by vir-
tually all Danish mothers, resulting in potential discrimina-
tion againgt mothers being transferred to women in genera).

C. Child-care and unpaid work time of women
and men

A number of writers have linked the differences
between mothers' and fathers' employment rates and earn-
ings to the balance of the time spent in household and caring
activities. Traditionally, the fact that mothers tend to spend
more time than fathers in child-care and unpaid household
work was explained in terms of their assumed comparative
advantages in the two spheres [Becker (1965); Gronau
(1973)]. Recent modds of the alocation of resources within
households draw on bargaining theories, some assuming that
partners co-operate, others that they compete [see Persson
and Jonung (1997); Merz and Ehling (1999)]. In these mod-
els, individual (potential) earnings can be a determinant of
the intra-household allocation of time. The differences
between the earnings of men and women, stemming partly
from discrimination against women, may thus be seen as
perpetuating unequal gender divisions of household and car-
ing activities [Joshi (1998); Bauer (1998); Beblo (1999)].
Lower labour market wages by women lead to lower incen-
tives for women to engage in paid employment, which in
turn lead to relaively high levels of unpaid work, and lower
wages [Hersh and Stratton (1994)]. In addition, Lommerud
and Vagstad (2000) argue that employers’ expectations that
mothers will invest relatively heavily in their child-care role
result in mothers, and potential mothers, having to meet
tougher promotion standards than fathers, again tending to
confirm the traditional pattern of specialisation.

Table 4.5 presents evidence about the distribution of
paid and unpaid work by men and women in couple house-
holds with children under 5,'° drawn from time-budget sur-
veys harmonised by a team of researchers co-ordinated by
Essex University, United Kingdom [see Fisher (2000a
and 2000b) for a description]. The figures for women are
disaggregated according to the employment status of the
woman (housewife; or in paid employment, part-time or
full-time). Those for men relate to all men in couple house-
holds. Child-care is defined strictly, comprising: feeding
children; dressing them; changing them; bathing them; and
giving them medication; while unpaid work is defined
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Table 4.4. Average hoursworked and preferred hours, according
to perceived financial situation of household,? EU and Norway, 1998
Total hoursin couple families aged 20-50 years® with a child under 6

Perceived financial situation Hoursworked at present time Hours worked (preferences) Chtgng:ee;w ;r%fj :;ﬁed Peﬁ??;ﬁsggg;tﬂlm
Denmark

Well off 73 62 -1 80

Just manage 60 51 -9 18
Finland

Well off 72 56 -16 64

Just manage 60 41 -19 34
Norway

Well off 68 60 -9 70

Just manage 58 51 -7 28
Sweden

Well off 70 58 -12 69

Just manage 59 45 -14 27
Greece

Well off 65 50 -16 30

Just manage 64 47 -17 37
Italy

Well off 62 50 -12 32

Just manage 55 45 -10 58
Portugal

Well off 78 57 -21 21

Just manage 68 61 -7 62
Spain

Well off 61 48 -13 20

Just manage 46 38 -8 68
Ireland

Well off 66 53 -13 28

Just manage 55 37 -18 67
United Kingdom

Well off 66 50 -16 29

Just manage 60 45 -15 63
Austria

Well off 67 58 -9 64

Just manage 59 48 -1 33
Germany

Well off 62 49 -13 52

Just manage 55 45 -10 42
Netherlands

Well off 58 47 -1 82

Just manage 47 37 -10 16
Belgium

Well off 67 55 -12 64

Just manage 58 52 -7 34
France

Well off 61 49 -12 32

Just manage 60 49 -11 55
L uxembourg

Well off 56 48 -8 73

Just manage 58 49 -9 26
Unweighted aver age

Well off 66 53 -13 51

Just manage 58 46 -11 42

a) Theinformation about preferred hours is derived from questions about a “free choice” of hours by the respondent and his’her partner, “taking into account the need to
earn your living”. The financial perceptions are responses to the question, “ Taking into account the income that the members of your household receive from different
sources, would you say that your household is financially well off, that you just manage or that you have difficulties?”

b) More precisely, the respondent to the survey was aged between 20 and 50.

c) The proportion of respondentsindicating “difficulties” is not shown. It was under 10% in all countries except France, Greece, Portugal and Spain.

Source:  Secretariat calculations on the basis of microdata from the Employment Options of the Future survey. See Annex 4.B for details.
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a) Defined as the difference between median male earnings and median female earnings, as a proportion of male median earnings, except for Portugal and
Hungary where the mean is used. Earnings are defined on an hourly basis, except for some countries where the comparison is restricted to full-time workers.

Source: OECD earnings database.

relatively broadly (Annex 4.B provides further details).!!
Paid work includes working in a family enterprise (which
explains why “housewives’ report some paid work) and is
averaged over the year, including weekends and paid leave
(this explains why the figures may appear low).

The figures in Table 4.5 suggest the following, for
the countries shown:

. Full-time working mothers spend just over twice as
much time on average as fathers on child-care
(housewives spend over three times as much).

. Full-time working mothers spend about twice as
much time on other unpaid work as fathers (house-
wives spend around two and a half times as much).

. On average, the total of paid and unpaid work is high-
est for women in full-time work, at around 10 hours
per day, one hour more than the average for men as a
whole. The lightest burden, in this sense, is borne by
housewives. Women working part-time have an
average total of around nine and a half hours.

The evidence from countries with surveys repeated
on areasonably consistent basis (Australia, Canada and
the United Kingdom) suggests that the amount of time
men spent in child-care and other unpaid household
work increased relative to that of full-time employed
women in Australia and Canada between the mid-eighties
and the end of the nineties. In addition, the time men
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Table 4.5. Time spent on child care and unpaid work by women

and men in couple families with a child under 5
Average time per day

Ratio of women'stime to
Men (average for all men) Women in full-time (paid) work men’s, women in full-time
(paid) work
Total paid Total paid
Paidwork  Child care Other unpaid and unpaid | Paidwork Child care Other unpaid and unpaid Total paid
time time Child care  and unpaid
time
hours minutes hours hours hours minutes hours hours
Canada 1986 7.0 53 18 9.6 . 88 34 10.3 17 1.07
Canada 1992 6.0 68 23 94 6.0 109 32 111 16 117
Canada 1998 6.3 89 24 10.3 5.9 124 3.0 11.0 14 1.07
United States 1985 6.9 42 21 9.6 3.7 108 43 9.7 2.6 1.01
United States 19952 6.2 33 20 8.7 49 62 33 9.1 19 1.05
Denmark 1987 7.2 28 19 9.5 54 55 31 94 20 0.99
Finland 1987 6.1 45 21 8.9 39 125 3.6 9.5 2.8 1.07
Sweden 1991 6.4 70 25 10.1 39 130 39 10.0 19 0.99
Italy 1989 6.6 36 12 84 42 96 4.8 10.6 2.7 1.26
United Kingdom 1983 & 1987 5.7 a4 20 84 . .. . .. . .
United Kingdom 1995 6.3 87 17 94 35 120 54 10.9 14 1.16
United Kingdom 1999 49 0] 16 8.0 .. .. .. .. .. ..
Austria 1992° 6.9 28 17 9.1 47 62 48 10.5 22 1.16
Germany 1992 6.1 59 25 9.5 41 124 4.2 10.3 21 1.09
Netherlands 1985 5.2 48 21 8.1 17 115 4.3 79 24 0.98
Australia 1987 6.7 50 18 9.3 35 148 38 9.8 3.0 1.05
Australia 1992 6.2 62 20 9.3 41 206 34 10.9 33 1.18
Australia 1997 6.1 56 20 9.0 6.0 101 29 10.6 18 1.18
Unwel ghted average
most recent year
for each country shown 6.3 53 20 9.1 44 98 37 10.1 21 1.10
Housewives Women in part-time (pai d) work
Padwork  Childcare  Other unpaid dTL?;?')aIPg't‘ijme Padwork  Childcare  Otherunpad JS;?');?S‘S -
hours minutes hours hours hours minutes hours hours
Canada 1986 0.6 169 51 85 .. . . ..
Canada 1992 0.5 193 49 8.6 39 139 35 9.7
Canada 1998 0.7 218 4.7 9.1 31 143 38 9.3
United States 1985 0.6 158 5.0 8.2 .. .. . ..
United States 19952 0.1 106 44 6.2 3.6 93 31 8.3
Denmark 1987 0.6 87 54 75 41 41 41 8.9
Finland 1987 04 181 44 7.8 24 131 43 8.9
Sweden 1991 0.3 261 51 9.7 32 118 49 10.1
Italy 1989 0.2 120 7.0 9.2
United Kingdom 1983 & 1987 0.2 141 52 7.8 .. . . ..
United Kingdom 1995 0.0 205 4.7 8.1 31 154 42 9.8
United Kingdom 1999 04 202 37 74 2.7 193 38 9.6
Austria 1992° 0.5 116 6.7 9.1 32 66 54 9.7
Germany 1992 0.1 175 58 8.8 22 142 5.0 9.6
Netherlands 1985 0.2 147 49 7.6 23 120 44 8.6
Australia 1987 0.1 219 51 8.9 27 154 44 9.7
Australia 1992 0.1 227 4.7 85 22 189 43 9.7
Australia 1997 0.5 169 55 8.8 29 137 4.6 9.7
Unwelghted average
most recent year
for each country shown 0.3 164 53 84 3.0 130 4.3 9.4

. Datanot available.

é) For 1992-94, the data for the United States relate to all parents, including single parents.

b) Thedatarelateto all familieswith children.

Source: Data provided by Dr. Kimberly Fisher, Essex University (see Annex 4.B for details).
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spent in child-care has tended to increase in dl the coun-
tries.'? However, these figures apply only to men in couple
families, and exaggerate the increase in the amount of
child-care carried out by men. An increasing proportion of
children are in lone-parent families headed by women.
They often seelittle of their fathers [Dex (1999)].

While international comparisons of time budget
data need to be made with considerable caution, it
appears that Canadian and Swedish men contribute the
most to unpaid household work, though still performing
less than their spouses (Table 4.5). At the other end of
the scale unpaid household work is shared relatively
unequally in Italy, where housewives perform the largest
amount of household work and Italian fathers the least
among the countries shown.'?

1. Tax-benefit policies

While earnings are an important part of the incen-
tive for mothers to work, their influence is mediated by
tax/benefit policies. As pointed out by O’ Donoghue
and Sutherland (1999), Callan et al. (1999) and
Dingeldey (1998), the choice of tax unit may be a key
factor (Box 4.2). Other things being equal, individual,
as opposed to family-based taxation provides greater
incentives for partners of already-employed people to
work. However, various forms of tax relief and benefits
for families with children may counteract this. This

Box 4.2.

section describes relevant trends in taxation over the
past thirty years and draws on information recently
published by the OECD to illustrate the combined
effects of taxes and benefits on employment incentives
for partners in couple families.

Over the past thirty years, there has been a clear
trend towards compulsory, separate taxation of couples,
sometimes passing through a stage where the choice is
left up to couples (Table 4.6). Countries with separate tax-
ation as early as 1970 included Canada, Japan, Greece,
Australia and New Zealand. By 1990, separate taxation
had moved strongly into the Nordic countries, and into a
number of other regions of Europe. By 1999, the only
countries with joint taxation, or where couples with aver-
age earnings were likely to opt for joint taxation, were the
United States, Portugal, Poland, Ireland, Germany,
Switzerland, France, Luxembourg and (for all but very
small incomes) Turkey.

However, the type of taxation system is only part of
the story. The effects of family-based tax reliefs and ben-
efits can be of considerable importance for the incentives
for partners to work. The second panel of Table 4.6 shows
the change in net income when a couple family changes
employment patterns, taking into account the combined
effects of taxes and anumber of benefits, including family
benefits.!* It should be noted that the figures do not
include the accumulation of rights to unemployment ben-
efits, which tend to be more valuable in countries with

Theimpact of different taxation systems on work incentivesin couple families

Taxation of dual-earner couple families may take various forms: separate, joint, or quotient, but the basic question is

whether or not the income is calculated on the basis of the sum of the two earned incomes or on the basis of the two incomes
separately. The two approaches may be summarised as follows [see the Annex to O’ Donoghue and Sutherland (1999)], where
Y M isthe earned income of the man, YF is the earned income of the woman and the function, T, embodies the tax schedule:

Separate taxation: Tax =T (YM) + T (YF)
Quotient taxation: Tax = Q X T [(YM + YF + other family income)/Q], where Q is the quotient.

If Q =2, the taxation system is usually referred to as “income splitting”. If it is set to 1, it is referred to as “joint” or
aggregate taxation. Quotient taxation, as applied for example, in France, may take into account the incomes of family members
other than the couple. However, when thisis not the case, such systems are equivalent to each other, in the sense that the tax
schedules can be set so that the tax rates at any given levels of earned incomes are the same.

Whatever form of joint taxation is used, thereis, in principle, a reduced incentive for the partner with lower earnings (or
lower potential earnings) to increase earnings, as his or her (usually her) earnings will face higher marginal tax rates under a
progressive taxation system. On the other hand, as pointed out for example by the United Kingdom House of Lords (1985),
quoted by O’ Donoghue and Sutherland (1999), it is only by using a system of joint taxation that it is possible to achieve
equality of taxation between two couples with the same total earned income, but a different distribution of that income. Owing
to this dilemma, a number of countries, at different times, have offered couples the choice between different forms of taxation
(though in practice the choice is often reduced by the fact that, for a couple in given circumstances, one or other form of
taxation resultsin a lower total tax bill). In addition, the separate taxation systems of some countries contain a number of
family-based measures, which may result in greater equity between couples with different earnings patterns.

© OECD 2001



142 — OECD Employment Outlook

Table 4.6. Developmentsin personal incometax systems, 1970-1999,
and relative incomes of two-ear ner coupleswith different employment patterns, 1997

Type of taxation system? Earned income levels, rdativeto APW level,
P 1on sy by employment pattern of household®
} Full time Full-time
Full-time employed/part-time  employed/full-time
1970 1990 1999 employed/non-employed  €P' oY e par pioy
(100/0) employed employed
(100/40) (100/100)
North America
Canada Separate Separate Separate 100 145 177
Mexico .. .. Separate 100 .. ..
United States Joint Joint Optional/Joint 100 143 199
Asia
Japan Separate Separate Separate 100 140 197
Korea .. . Separate
Europe
Denmark Joint Separate Separate 100 130 172
Finland Joint Separate Separate 100 142 186
Iceland Joint Separate Separate 100 117 154
Norway Optional Optional Optional 100 127 163
Sweden Joint Separate Separate 100 131 183
Greece Separate Separate Separate 100 133 183
Italy Joint Separate Separate 100 137 183
Portugal Variable Joint Joint 100 139 188
Spain Joint Optional Separate (Joint) 100 137 188
Czech Republic Separate 100 142 187
Hungary Separate 100 140 180
Poland .. .. Optional 100 136 189
Ireland Joint Joint Optional/Joint 100 135 179
United Kingdom Joint Separate Separate 100 141 192
Austria Joint Separate Separate 100 135 178
Germany Joint Joint Joint 100 126 163
Netherlands Joint Separate Separate 100 132 179
Switzerland Joint Joint Joint 100 132 176
Belgium Joint Joint Separate 100 120 154
France Joint Joint Joint 100 127 179
L uxembourg Joint Joint Joint 100 135 172
Turkey Separate/Joint Separate/Joint Separate/Joint 100
Oceania
Australia Separae Separate Separate 100 140 183
New Zedand Separae Separate Separate 100 ..

Datanot available.

APW: Average production worker.

a) According to O'Donoghue and Sutherland (1999), while the systems in Greece, Italy, Austria and the Netherlands are best classified as separate taxation systems, they
have a significant number of family-based tax measures. It should also be noted that severa countrieswith separate taxation neverthel ess give a small amount of extratax
relief in respect of awife who is non-working, or working very little. See country chaptersin OECD (2000a) from which the information below has been taken.

b) 100/0 refers to a situation where one member of the couple works full-time and the other couple does not work at all; 100/40 implies that one member works full time
hours and the other 40% of full-time hours, and so on.

France: The system is a"quotient”" system, which includes earnings from children.
Germany: Although spouses have the option of being assessed separately, according to Dingeldey (1998), there is never any financial advantage in doing so.
Norway: In most cases the individual, but in some cases (spouse has no earned income or low income) optional taxation as a couple is more favourable.
Poland: "Splitting" system used, so joint taxation will normally be more advantageous.
Fpain: According to Dingeldey (1998), although Spanish couples can opt for joint taxation, thisis only advantageous for couples with avery low primary income and a
minimal second income.
Turkey: Independent assessment unless one of them earns more than TL2.25bn, in which caseit isjoint. TL2.5bn is roughly US$8 600.
United Kingdom: Married couple tax relief abolished in 2000.
United States: Married couples generally benefit if they opt for ajoint return.
Sources: OECD (1993) and OECD (1999d).
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individualised benefit systems, such as the Nordic coun-
tries, than in those with family-based systems, such as
Australia. They aso do not include child-care and mater-
nity/child-care leave benefits, discussed in the next sec-
tion. The base case is that of a couple family with one
earner, working full-time at OECD average production
worker (APW) earnings [see OECD (2000a) for details].
The second column of figures shows the relative net
income when the first person continues to work full-time,
but the second works part-time, earning 40% of the wage
of an APW. The third shows the relative net income when
both partners are working full-time at the APW level.

If there were no tax/benefit system, or if the system
resulted in the same average effective tax rate (including
the effects of benefits) on the earnings of the second
member of the couple as on those of the first, the figures
in the second two columns would be 140 and 200, respec-
tively. The incentive for the household to increase total
hours of work through part-time working by the second
member of the couple can thus be said to be high, in this
restricted sense, when the number for part-time working
in the second column of Table 4.6 is around 140. The
same applies to full-time working when the number in the
third column is near to 200.

There are several countries where the number in the
second column is close to or above 140: Canada, the
United States, Japan, the United Kingdom and Australia
The figures for most European countries are lower. For
full-time working, few countries are close to the 200 mark
and many European countries are well below. The figures
also demongtrate that the type of taxation system is not nec-
essarily determinant of the level of incentives in the sense
used here —the average figures for countries where there is
Separate taxation are similar to those where it is joint.

[11. Work/family reconciliation policies

National work/family reconciliation policies are
taken to include policies for child-care and for various
types of child-care leave, including maternity, paternity
and parental |eave benefits. This section provides sum-
mary indicators for their incidence in different countries,
referring to detailed information in Adema (forthcoming).
They are examined mainly from the point of view of their
effects on the labour market attachment of parents and on
gender equity.

A. Child-care arrangements

Table 4.7 provides information on the extent of
child-care arrangements for two groups of young chil-
dren: those under 3 years old, and those 3 years old and

over but under the age of 6 (or the age when compulsory
schooling begins). It is concerned primarily with formal
child-care arrangements, including:

. Group-care in child-care centres (nurseries, kinder-
garten, play-schools), sometimes organised within
the educational system.

. Residential care, including specialist services such
as care for disabled children.

. Childminders, based in their own home, looking
after one or more children.

. Care provided by a carer who is not afamily-member
but frequently livesin with the family.

Information on the extent to which the child-care is
publicly funded is to be found in Adema (forthcoming).

Countries which have a high level of public funding
generally spend the bulk of it on the first two types of
child-care. However, most governments provide special
arrangements for children considered to be at risk of
abuse or neglect, and for children in lone-parent families,
low-income families and families with special work-
commitments. Many governments intervene in arrange-
ments for child-care in other ways. For example, Austria
and France require home-based childminders to be regis-
tered. In France, the Allocation de garde d’enfant & domi-
cile (AGED) provides support to parents who arrange
child-care at home, by covering most of the employers’
charges that would otherwise be paid and allowing tax
deduction of part of the costs.

Of the countries for which data are available, the
highest proportions of children under 3in formal child-care
(40% or more) are found in Canada, in three of the Nordic
countries (Denmark, Sweden and Norway), in the Slovak
Republic, in the United States and in New Zealand. Very
much lower proportions are found in the Southern and
Central European countries. For the older group, the
coverage is much higher, reaching 90% or more in several
countries. It is also more uniform across countries.

While facilities for pre-school children over three
years old tend to be financed mainly out of public expen-
diture, there is more diversity in the financing of formal
child-care for the under-threes [Adema (forthcoming)].
Child-care centres for this age group are mainly publicly
financed (though not necessarily publicly operated) in all
of the Nordic countries, as well as a number of other
European countries. The non-European countries, as well
as Ireland, the United Kingdom, the Netherlands and
Switzerland, rely mainly on commercial private sector
provision of formal child-care services for children
under 3. Child-care may also be provided or supported by
private sector enterprises (see Section V). Part of the
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Table4.7. Summary indicators of formal child-care coverage and maternity leave

Proportion of young children using formal child-care arrangements? Maternity/child-care leave indicators for 1999-2001
Year Aged under 3 Aged 3 to mandatory | Duration of maternity Maternity benefits mia—?etre:lwi(twcai;: ?c:((:)e:re
school age leave (weeks) (% of average wages) leave (weeks)
North America
Canada 1999 45 50 15 55 50
Mexico .. .. .. 12 100 12
United States 1995 54 70 0 0 12
Asia
Japan 1998 13 34 14 60 58
Korea® 2000 7 26 85 100 60.5
Europe
Denmark 1998 64 91 30 100 82
Finland 1998 22 66 52 70 164
Iceland .. .. .. .. 26
Norway 1997 40 80 42 100 1164
Sweden 1998 48 80 64 63 85
Greece 2000 3 46 16 50 42
Italy 1998 6 95 215 80 64.5
Portugal 1999 12 75 24.3 100 128.3
Spain 2000 5 84 16 100 164
Czech Republic 2000 1 85 28 69 28
Hungary 24 100 180
Poland .. .. .. 18 100 122
Slovak Republic 1999 46 90 28 90 184
Ireland® 1998 38 56 14 70 42
United Kingdom 2000 34 60f 18 44 44
Austria 1998 4 68 16 100 112
Germany 2000 10 78 14 100 162
Netherlands 1998 6 98 16 100 68
Switzerland .. .. .. 16 .. 16
Belgium 2000 30 97 15 77 67
France 1998 29 929 16 100 162
L uxembourg 16 100 68
Turkey 12 66 12
Oceania
Australia 1999 15 60 0 0 52
New Zedand 1998 45 20 0 0 52

.. Datanot available.
a)

The data include both public and private provision, and cover the four types of formal child-care arrangements defined in the text. They do not cover primary schools,

which are particularly important sources of child carefor children 4 years of ageand over in Ireland, and for 5 year-oldsin Australia, the Netherlands, New Zealand, and
the United Kingdom. Under “aged under 3", for Canada, the under 5 years are covered; for the Slovak Republic, the age range is 0-2; for the United Kingdom, 0-4.

b)

Bortnik (2001).
c)
d)
€

f)

Provisional data.
Proportion of children aged under 5in paid child-care.
England only.

Where benefits are paid on a flat-rate basis, they have been converted to a percentage by using data on the average female wage in manufacturing. See Gauthier and

Koreaisin the process of revising the law to extend maternity leave from 8.5 to 13 weeks.

Sources for mater nity/child-care leave data: Gauthier and Bortnik (2001), except for Mexico, Hungary, the Czech Republic, Poland and Turkey: Kamerman (2000b), and

national sourcesfor Korea.

Sources for formal child-care data: Data were provided by national authorities except for Canada: Jenson and Thompson (1999); Belgium, Finland, Spain, Sweden:
Kamerman (2000a); France: Drees (2000); Germany, the Netherlands, Sweden and the United Kingdom: Rostgaard and Fridberg (1998).

reason for the lower provision of formal child-care for the
under-threes is the greater costs involved in caring for
very young children.

In countries relying mainly on public expenditure, a
higher proportion of children under 3 tends to be covered by
formal child-care arrangements. However, the difference is

not necessarily very large. Calculations based on the
information in Adema (forthcoming) suggest that the
average proportion of children covered in countries rely-
ing mainly on public expenditure is only slightly higher
than in those countries relying mainly on private expen-
diture (some countries with mainly private funding have a
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high rate of coverage, such as Canada and the United
States). The main issues in assessing the rel ative merits of
public and private provision of child-care from the point
of view of the household are therefore not merely avail-
ability, but also cost and quality. In countries relying on
private provision, private costs can be high. For example,
in the United States, where parental fees constitute 76%
of child-care financing [Kamerman (2000a)], low-income
families devote about 25% of their family income to
child-care [United States Congress (1998)]. Standards of
private care may require special attention, for example in
the case of private networks of childminders based in
their own homes."®

Finally, a number of countries, including Denmark,
Finland, France and Norway, have schemes to provide
subsidies to parents looking after their own children at
home. The benefit rates may decline with the hours of
public child-care use (asin Norway), or be conditional on
parents not using public child-care facilities at all
(Denmark, Finland). These schemes are closely linked,
conceptually, with the paid parental leave schemes that
have been developed in many countries. However, they
do not necessarily carry any rightsto return to ajob. Their
employment effects are discussed bel ow.

B. Maternity, paternity, parental
and child-care leave

While maternity leave, with employment protection,
has been widespread in OECD countries for many years,
paternity leave and parental leave are more recent devel-
opments. Parental leave has often been defined [as in
OECD (1995)] as being leave in addition to maternity/
paternity leave to allow parentsto take care of an infant or
young child. Thisisthe sense in which it is used in some
national programmes for “parental leave”, such asthat in
the United Kingdom. However, in some countries, child-
care leave systems are now a mixture of individual and
family entitlements, and paternity and parental leave are
incorporated into “child-care leave” arrangements for the
family as a whole. This ambiguity should be borne in
mind in interpreting the information provided below. In
what follows, the term “maternity/child-care leave” is
used to encompass all of the various types of leave just
mentioned. It should also be noted that entitlement to
maternity and childcare leave is often conditional on pre-
vious work experience on a continuous and full-time basis
as an employee over a certain period (usually for a year).
Exceptions include the Scandinavian countries (where
most women are covered), the Netherlands (where some
temporary and part-time workers are covered) and
Germany (where mothers in education and unemploy-
ment are covered). In the Southern European countries,

entitlement often depends on having a contract for
permanent employment.

The most extensive statutory programmes are seen in
the Nordic countries (for information on extra-statutory
arrangements provided by firms, see Section IV). In amost
all countries (the United States, Australia, and New
Zealand are exceptions) part or all of the various kinds of
maternity/child-care leave is remunerated, often at 100%
(Table 4.7).'° Paid maternity leave equivalent to 13 weeks
of pay or more had been instituted before the end of
the 1970s in Finland, Norway, Sweden, Italy, Austria,
Germany and France [Gauthier and Bortnik (2001)]. By the
end of the 1990s, this level was exceeded in 16 countries.!”
In addition, the total duration of maternity/child-care leave
(paid or unpaid) is now ayear or morein at least 20 OECD
countries. Other recent changes include the extension of
some forms of leave to part-time employees (for example,
in Ireland). In addition, greater flexibility is being intro-
duced into parental leave arrangements. Following the pre-
cedent set some time ago by Sweden, a number of other
countries now provide for some flexibility in working
hours of parents, including Austria, Denmark, Finland, and
the Netherlands. As noted in OECD (1999b, Chapter 1),
transitions from part-time to full-time work have been rel-
atively common in Sweden, partly as a result. Germany
facilitates the re-entry of mothers to work by means of
employer subsidies for retraining programmes, child-care
provision and wages.

Specific paternity leave entitlements are still rela-
tively uncommon, and often of short duration. They vary
from three days or less in Greece, Portugal, Spain, the
Netherlands, Belgium and France to ten days in Sweden,
fourteen days in Denmark, Iceland and Norway and eigh-
teen daysin Finland. They are usualy paid at the full rate
(although at aflat rate in the private sector in Denmark
and 80% of usual earningsin Sweden). However, in addi-
tion, fathers are increasingly eligible for paid leave under
maternity/child-care leave provisions, sometimes with a
“father quota” available on a “use-it-or-lose-it” basis
[Adema (forthcoming)].

Until recently, fathers took up little of the paternity/
child-care leave available to them. For example, in 1995
only 5% of fathers in the European Union took paternity
leave [European Commission (1998a)]. When child-care
leave can be taken by either parent, fathers have tended to
take comparatively little of it [Bruning and Plantenga
(1999)]. However, particularly in the Nordic countries,
the situation has been changing somewhat. Paternity leave
take-up rates have reached 58% in Denmark (100% in the
public sector where the scheme is fully paid), 64% in
Sweden and 80% in Norway [European Commission
(1998b); Ellingsaeter (1998)]. In addition, in some of the
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Nordic countries, substantial proportions of fathers are
now taking up at least part of the child-care leave that is
now reserved for them. Recent take-up rates of child-care
leave by fathers include 10% for Denmark, almost 80%
for Norway [OECD (1999c)] and 36% for Sweden
[Sundstrom and Duvander (2000)].'®* However, the
amount of leave taken is generally unknown —asis the
proportion of time the fathers on leave spend looking after
their children. Parental |eave arrangements with specific
“father quotas” also exist in Austria'® and Denmark. In
the Netherlands, fathers of young children are entitled to
reduced hours and, according to a 1994 survey, 13% of
fathers switched temporarily to a 4-day week when their
children were small [European Commission (1998a)].
According to various studies employers’ attitudes are
often quoted by fathers as an important reason for their
low take-up rates [European Commission (1998a);
Sundstrom and Duvander (2000)]: employers may regard
fathers taking parental leave as relatively uncommitted to
their jobs [Albrecht et al. (1999)]. However, mothers’
attitudes may also be important. A number of authors
have concluded that the father’s decision whether or not
to become heavily engaged in child-care depends, first, on
whether or not the mother wishes it [Bjoonsberg (1998);
Giovannini (1998); Sundstrom and Duvander (2000)]. In
Sweden, more educated and younger men with well-
educated wives and one or two children are most likely
to take childcare leave [Sundstrom and Duvander
(2000)]. In the Netherlands, fathers taking up part-time
parental leave are generally well-educated and often
work in the public sector.

C. The choice between child-care, child-care leave
and parental care for children

Greater access to formal child-care facilities,
whether provided directly or subsidised by public author-
ities, can be expected to raise participation rates of moth-
ers. Indeed, some studies find significant positive effects.
Gustafsson and Stafford (1992) find that subsidising
child-care has a positive impact on female labour supply
in Sweden. Powell (1998) concludes that the cost of
child-care has a negative impact on the probability of
Canadian mothers’ working full-time. Kimmel (1998), for
the United States, finds that the cost of child-care has a
considerable negative impact on the employment behav-
iour of mothers. However, others find inconclusive
results. These include Michalopoulos et al. (1992), for the
United States, who find that the primary benefit of more
generous subsidiesis to alow users of high quality care to
purchase slightly higher quality market care; and
Dobbelsteen et al. (2000), for the Netherlands, who find
that the cost of child-care has no effect on the labour force

participation of the mother and surmise that subsidies for
child-care may mainly serve to change the type of
child-care used from informal to formal.

Maternity leave policies with employment protec-
tion can also be expected to raise mother’s employment
rates. Indeed, the main reason given by employers who
offer extended periods of maternity leave is precisely to
increase retention rates of mothers (see Section V). Con-
cern has been expressed that long periods of maternity
leave (or child-care leave, which is generally taken by the
mother) may lead to detachment from the labour market,
and lower employment rates and earnings for mothers in
the longer term [OECD (1995); Blau and Ehrenberg
(1997); Moss and Deven (1999)]. However, few studies
have attempted to determine at what point maternity and
child-care leave policies might have this effect. In the
Nordic countries long parental |eave entitlements, paid at
almost a full rate, do not seem to have had a negative
impact on women'’s labour market opportunities com-
pared with other OECD countries, where |eaves are
shorter in duration and sometimes unpaid. Ruhm (1998),
comparing data from 16 OECD countries, concludes that
short spells of maternity leave are associated with higher
female employment rates but finds no consistent results
regarding longer periods of leave.?® The special features
of the programmes, and the way they are funded, by the
state or by private employers, may matter more than their
duration. The take-up of the schemesis likely to vary, and
may be quite low among highly-skilled women (as sug-
gested by the evidence on employer-provided career
break schemes noted in Section V).

Finally, schemes to pay parents to look after their
own children at home, without any guarantee of employ-
ment or re-employment, may encourage labour market
detachment if they continue over a long period of time.
For example, IImakunnas (1997), for Finland, reports a
high rate of take-up of the “home-care alowance” avail-
able to parents who do not use public child-care services,
and finds that most of these parents choose to ook after
their children themselves, leading to a substantial reduc-
tion in female employment rates. Afsa (1999) and
Fagnani (1998) report similar results for France.?'

V. Firms contribution to the
reconciliation between work
and family life

Firms play a crucia role in the work/family recon-
ciliation. Whatever government policies are put in place,
the detail ed aspects of the reconciliation are worked out at
the level of the workplace. National policies will be much
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less effective if firms implement them unwillingly
— perhaps denying some or all of their employees their
full legal rights. Here, relatively low-skilled, or easily-
replaced employees might be most vulnerable [Kiser
(1996)]. On the other hand, in some countries, either for
business reasons, or because of their values, many firms
not only comply fully with national legislation, but com-
plement it through “family-friendly” arrangements. The
main questions addressed in this section are:

. Wheat types of firm are most likely to offer voluntary
family-friendly arrangements and what types of
employees are most likely to be offered them and to
make use of them?

. How does the pattern of family-friendly arrange-
ments in firms link with public provision to support
the work/family reconciliation?

A. Defining family-friendly arrangements by firms

Family-friendly arrangements in firms are taken to
be practices, facilitating the reconciliation of work and
family life, which firms introduce to complement statu-
tory reguirements, e.g. by allowing extra leave for family
reasons. Only employees can decide whether or not any
particular arrangement is actually family-friendly.
Employers may tend to make a rather generous estimate
of the range of family-friendly arrangements they have
put in place, in order to be seen in a better light. In addi-
tion, firms with family-friendly arrangements may be
simultaneously “family-unfriendly”, in the sense of
imposing working arrangements which make it difficult to
reconcile work and family life.

Family-friendly arrangements can be divided into
four main types: leave from work for family reasons;
changes to work arrangements for family reasons; practi-
cal help with child-care and eldercare; and the provision
of training and information [see Evans (2001, Table 1) for
a detailed list]. Leave from work for family reasons
includes provisions for extra-statutory maternity, pater-
nity and parental leave, career breaks, leave to care for
elderly relatives, and emergency leave to deal with a sick
child or problems with child-care. Changes in work
arrangements for family reasons include reductions in
working hours (for example from full-time to part-time
working), term-time only working contracts, work at
home for family reasons, and appropriate flexi-time
arrangements.

All these types of arrangements can be of consider-
able assistance in easing the work/family reconciliation,
especially where national legislation is comparatively
restricted and public child-care is not well developed.
Extra-statutory family leave is often vital when children

areill and not able to benefit from the usual child-care
arrangements, or when child-care arrangements break
down. Flexibility in working hoursis of vital importance to
deal with the emergencies of everyday family life. Finally,
modern communications technology, including the mobile
telephone and the Internet, allows easier and faster commu-
nications between off-site employees and their enterprises.
This may allow more work to be shifted back to the home,
potentially aiding the work/family reconciliation, though
there are dangers that it may also lead to work invading
family life [Check (1996); Wallis (1996)].

B. Family-friendly arrangementsin firms
in Australia, Japan, the United Kingdom
and the United States

The most extensive information on family-friendly
arrangements in firms is currently available for Australia,
Japan, the United Kingdom and the United States.?’> By
comparison with most European countries, these four coun-
tries have traditionally had relatively low levels of public
child-care provision and of statutory maternity, paternity
and parental leave. A good deal of responsibility for the
work/family reconciliation has thus fallen to firms, and
there has been substantial interest in the way they have
responded. Analysis of the national surveys, described in
Annex 4.B, shows a humber of common features.

Employer surveys show that family-friendly
arrangements are most common in the public sector. This
is to be expected: the public sector both employs arela
tively high proportion of women and is less subject to
market pressures. Family-friendly arrangements are also
more likely to be reported by large firms, especially in the
case of Japan [Sato (2000); Tachibanaki (2001)]. How-
ever, when attention is focussed on changes in working
arrangements, the differences may be quite small, espe-
cially since smaller firms may be more willing to allow
informal arrangements [WFU/DEWRSB (1999) for
Australia; Dex and Scheibl (2000) for the United
Kingdom]. Family-friendly arrangements tend to be more
common in firms with higher proportions of professional
and technical workers. For Australia, Whitehouse and
Zetlin (1999) also find that family-friendly arrangements
are more common where there is awritten Equal Employ-
ment Opportunities statement, and when there is a struc-
tured hierarchical management system. For Japan,
Tachibanaki (2001) finds positive correlations between
measures of equal opportunity policies and measures of
family-friendly arrangements. In addition, firms which
report moves to inculcate a more family-friendly culture
are likely to have arelatively high proportion of female
managers. For the United States, Osterman (1995) finds a
link between family-friendly arrangements and a “high

© OECD 2001



148 — OECD Employment Outlook

commitment” style of management, in which senior man-
agers adopt a strategy of team working and job-rotation,
and delegate relatively high levels of responsibility to
lower-level staff [OECD (1999b, Chapter 4)].

Regarding the type of family-friendly arrangements
on offer and the benefits they bring, employersin these
four countries are more likely to mention changes in work-
ing hours, such as part-time working and flexi-time, than
extra family leave benefits or help with child-care. It is
very rare for employers to provide benefits from each of
the four categories mentioned above. The most commonly
cited reasons for introducing these arrangements (accord-
ing to UK surveys) are better retention rates of valued staff
with family responsibilities, and improvements in staff
morale [Forth et al. (1997); Cully et al. (1999)]. DTI
(2000) reports econometric evidence that mothers entitled
to extra-statutory leave or pay are more likely to return to
work after child-birth, even after controlling for a range of
other factors. The same is true of mothers entitled to part-
time working. The same study reports a range of case study
evidence for the United Kingdom indicating that family-
friendly working practices can result in a net reduction in
absences from work and increase employee commitment.
For the United States, Dex and Scheibl (1999) review a
number of econometric studies showing positive effects on
productivity, turnover, quit rates, and work performance
measures. However, family-friendly arrangements also
have costs, notably covering for absences. While subjective
evidence from employers with family-friendly arrange-
ments suggests the net benefits are positive, there seems to
be little objective evidence to support the contention that
introducing family-friendly arrangements tends to improve
the financial situation of firms. One reason for this may be
that they are often associated with other working practices
(such as “high-commitment” practices) which have
stronger, beneficia effects [Osterman (1995)].

The employee-based data paint a similar picture.
Flexible working hours, followed by various types of
short-duration family |eave schemes (such as sick-child
leave) tend to be mentioned most often —work-place
créches and career breaks much more rarely. Higher-
skilled employees are more likely to report that they have
access to a range of family-friendly working arrange-
ments, as are employees in larger firms and in the public
sector. Detailed analysis of Australian and Canadian data
shows that such flexible hours arrangements are appreci-
ated by employees. Job satisfaction is increased, and
stress reduced, when employees with family responsibili-
ties are able to work no more hours than they desire to
work and have some control over their starting and stop-
ping times [Whitehouse and Zetlin (1999); Gottlieb et al.
(1998)]. However, employee data from the United

Kingdom show that some forms of family-friendly
arrangements are seldom used even when they are avail-
able. In particular, career breaks are afairly common enti-
tlement for “fast-track” women employees, but are hardly
ever taken up [Forth et al. (1997)]. Hakim (2001) argues
that this group of employeesis unlikely to be attracted by
arrangements which might slow their career progression.

There islittle evidence of significant growth over
time in family-friendly arrangements for any of these four
countries. This may be partly because of the lack of con-
sistent data. However, what evidence is available tends to
be mixed. For the United States, a comparison of the 1992
and 1997 rounds of the National Study of the Changing
Workforce shows little overall change in child-care bene-
fits [Bond et al. (1998)]. Waldfogel (forthcoming) reports
asimilar finding on the basis of successive US Employee
Benefits Surveys. Nevertheless, Golden (2000) reports a
substantial increase in “flexi-time” over the same period.
For Australia, affirmative action reports cited by WFU/
DEWRSB (1999) suggest some increase in the provision
of paid maternity leave and in the provision of permanent
part-time work for employees with family responsibili-
ties. In Australia and the United States, however, these
changes have not stopped employees from becoming less
content, overall, with the reconciliation between their
work and family lives [WFU/DEWRSB (1999); Bond
et al. (1998)]. For the United States, at least, it is plausible
that one reason is the substantialy longer working hours
and increased work pressure reported by employees in
genera [Bond et al. (1998)].

Comparisons of the incidence of flexi-time and volun-
tary part-time working are shown in Table 4.8, which
includes figures for the European Union, discussed below.
Out of the four countries, flexi-time working appears to be
relatively common in the United States and Australia.
While precise comparisons are difficult, it appears that vol-
untary part-time working plays a stronger role in Australia,
Japan and the United Kingdom than in the United States,
where part-time working is itself less common (Table E,
Statistical Annex). Finaly, few firms appear to have work-
place créche arrangements in any of these countries.

C. Family-friendly arrangementsin firms
in the European Union

For the European Union, two surveys carried out by
the European Foundation for the Improvement of Living
and Working Conditions (EFILWC), the Second Euro-
pean Survey on Wbrking Conditions (SESWC) and the
Employment Options of the Future survey (EOF), provide
information on extra-statutory family leave, provision for
child-care, flexi-time working and voluntary part-time
working. In addition, the European Labour Force Survey
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Table 4.8. Indicators of family-friendly and relevant flexible working arrangements
in enter prises, 1995-1996

Percentage of women employees with child under 15 in household reporting: Percentage Percentage of women
. of employees in employment working
Extra-statutory arrangements for: Employer provision reporting that part-timeon avoluntary
Sick child leave Maternity leave Paental leave for child day-care they work flexi-time basis*
North America
Canada .. .. .. .. 23 17
United States (1997) 50° 50° 13-24 45 10
Asia
Japan 8-15 10 . 1-10 19 37
Europe
Denmark 38 40 38 7 25 18
Finland 37 36 34 8 22 6
Sweden 6 7 7 1 32 20
Greece 65 81 69 18 23 2
Italy 72 81 69 5 19 11
Portugal 48 49 43 22 19 5
Spain 63 69 55 8 20 8
Ireland 24 68 22 7 19 17
United Kingdom 41 61 28 10 32 30
Austria 74 85 87 19 22 21
Germany® 65 92 87 16 33 27
Netherlands 40 75 53 25 36 45
Belgium 62 65 43 14 26 21
France 47 58 51 12 26 15
L uxembourg 35 82 41 11 18 25
Oceania
Australia >58 >34 . .. 50 26

. Datanot available.

a) For Europe, voluntary part-time includes only those women who did not say they worked part-time because of education, sickness/disability or because they could not

find afull-timejob, but did say they did not want to work full-time. The definition for the other countries is somewhat broader.

b) Rough estimate based on partial information.

c) Western Lénder of Germany only for the first 5 columns.

Sources. The data for Europe in the first five columns are Secretariat calculations on the basis of the Second European Survey on Working Conditions; those in the last
column are Secretariat calculations on the basis of the Employment Options of the Future survey. For other countries, data on family-friendly working
arrangements have been taken from the sources noted in the text; data on flexi-time working are taken from Lipsett and Reesor (1997) for Canada, Bond et al.
(1998) for the United States, Tachibanaki (2001) for Japan and WFU/DEWRSB (1999) for Australia; data on voluntary part-time working are based on a number
of sources, asdetailed in Evans (2001, para. 55).

provides information about working at home — another
way in which working arrangements may be changed for
family reasons. Details of the questions used and back-
ground information about the surveys are to be found in
Annex 4.B.

The first four columns of data in Table 4.8 show the
proportion of women employees with a child under 15 in
the family who reported that extra-statutory family leave,
or child-care arrangements were available in the companies
where they worked.?*> Owing to the strong associations
between the three different leave measures, it seems legiti-
mate to summarise the information along just two dimen-
sions, as shown in Chart 4.3. Overall, the highest figures
are seen for Austria and western Germany, followed by
three of the Southern European countries. The Nordic coun-
tries, Ireland and the United Kingdom are at the bottom. The

Netherlands and Portugal stand out for having particularly
high levels of firm-provided day-care relative to the
amount of extra-statutory leave that their firms provide.
The high figures for the Netherlands reflect its system of
partnership between parents, firms and the government, in
which firms are encouraged to buy places in privately-run
child-care centres, which they then provide to employees at
reduced rates [Dobbelsteen et al. (2000)].

Table 4.8 also shows information for flexi-time
working and voluntary part-time working.?* Flexi-time
shows much less national variation than for extra-
statutory leave, and the highest figures are seen outside
Europe, in the United States and Australia. The highest
figures for voluntary part-time working, as a proportion
of total female employment, are seen in Japan, the
Netherlands and the United Kingdom, in each case at
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Chart 4.3. Extra-statutory employer-provided family-friendly practices,
European Union, 1995/962

m Average % of women employees reporting extra family leave

@ % of women employees reporting provision or subsidies for child day care
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a) Figures in the lower bars are the average, for the country concerned, of the proportions reporting extra-statutory sick child leave, maternity
leave and parental leave. The terms, “western” and “eastern” Germany, refer to the western and eastern Lé&nder.
Source: Secretariat calculations using the Second European Survey on Working Conditions, referring to women employees with a child under 15

in the household.

30% or more. The Nordic countries and the Southern
European countries have comparatively low figures.

The final form of family-friendly working arrange-
ment mentioned above is working at home for family rea-
sons. Despite the considerable discussion of its potential,
thereisas yet little evidence that working at home is com-
mon, or growing quickly. In 1992, according to the Euro-
pean Labour Force Survey, only 4.9% of employed men
and women in the European Union said they carried out
their employment in their homes on a regular basis.
In 1997, the figure had fallen to just over 4.4%.

D. Firms voluntary provision of maternity leave
and national legislation

This sub-section explores the relationship between
extra-statutory maternity leave and the arrangements pro-
vided for under national legislation.?” Chart 4.4 shows the
pattern of voluntary provision of extra maternity leave by
firms, derived from the SESWC, against an index of
national maternity leave for the same year. There is no
simple relationship. The lowest values for firm provision
are seen when national provision is highest. The highest
figures for firm-based maternity leave, and the highest
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spread of values, are seen when national provision is
towards its median level. The Nordic countries are al to
the right of the chart, with high national provision and
low firm-based provision. The Central European coun-
tries tend to be at the top of the chart, with high values for
firm-based provision, and above-average values for
national provision. Ireland and the United Kingdom are to
the left, with fairly low values for both measures.

As neither Australia nor the vast magjority of the
States of the United States have statutory, paid maternity
leave, they would both be at the extreme |eft of the chart,
with a zero value for the index. However, for Australia,
42% of female employees in workplaces with 20 or more
employees and with permanent status reported being
granted paid maternity leave by their firmsin 1995

[Morehead et al. (1997)]. For the United States, the index
would again be zero because of the absence of any statu-
tory requirement for paid maternity leave. In addition, the
period of maternity leave itself is only statutory for roughly
46% of the employed population of the United States
— those employees in private-sector firms with 50 or more
employees who have fulfilled certain employment condi-
tions [Waldfogel (1999)]. However, according to Bond
et al. (1998), 94% of employees in both large and small
firms report that women at their places of employment are
able to take time off work, without endangering their jobs,
to recuperate from childbirth. It thus seems likely that
many employers of small firms go beyond their legal obli-
gation as regards time off from work. However, even for
larger firms, this leave is paid in only 2% of cases.

Chart 4.4. Comparison of indicators of firms’ provision of extra-statutory
maternity leave and national provisions, EU, 1995/96
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Sources: The index of national provision is the product of the number of weeks of maternity leave and the rate of pay during those weeks, taken from
Table 4.9. The proportion of employees reporting extra-statutory provision by firms refers to women employees with a child under 15 in the
household and is taken from the Employment Options of the Future survey.
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V. Summary of the international
patterns

Tables 4.7 and 4.8 above contain a number of indi-
cators of work/family reconciliation policies. Table 4.9
brings them together with the employment rate of women
aged 30-34, for the 19 countries for which the indicators
are reasonably complete. They are scaled to have mean
zero and standard deviation unity, in order to equalise the
degree of variation and put them on a common scale. As
shown in the bottom line of the table, the strongest cross-
country correlations of the individual indicators with the
employment rate of women aged 30-34 are for the propor-
tion of children under three in formal child-care, and the
maternity pay indicator calculated as the product of the
number of weeks of maternity leave and the average pay
during those weeks. There is little or no correlation with
the total number of weeks of maternity/child-care leave,

Table 4.9. Summary indicator s of wor k/family reconciliation policies

nor with the proportion of voluntary part-time employ-
ment. The correlation with extra-statutory leave by
firms is negative, as might be expected in so far as its
correlation with the maternity leave index is negative
(Chart 4.4).

The table also includes a composite index, which is
the sum of the indicators for the coverage of the under-
threesin formal child-care, maternity leave, flexi-time,
voluntary part-time and one half of the extra-statutory
leave by firmsindicator (the factor of one half isincluded
to acknowledge the fact that extra-statutory provision by
firms is generally of considerably less importance than
national provision). The exclusion of the other indicators
isjustified not merely by their low correlation with the
employment rate but aso by the fact that the coverage of
the over-threesin formal child-care leaves out a good deal
of provision through the educational system; and that the

and relevant flexible work arrangements
All indicators scaled so as to have mean zero and standard deviation unity, across the countries included®

. . Total Employment
Ccig\llg;ca;e Ccig\llg;ca;e Maternity pay maternity/ fa\ﬁ.llunltgglle Flexi-time Vg'#?.tgg Composite rate for
. g o entittement®  child-care mi'y working part-ti index¢ women aged
or under-3s  for over-3s | infirms® working
eave 30-34
(€ @ (©) 4 ® (6 @) (C) 9
Canada 11 -12 -0.7 -0.8 . -05 0.2 0.2 718
United States 16 -01 -14 -16 -0.8 20 -05 12 72.0
Japan -0.6 2.1 -0.7 -0.6 2.1 -09 0.3 29 52.6
Denmark 21 10 13 -0.1 -04 -03 -0.1 29 78.8
Finland -0.1 -03 19 1.6 -0.6 -06 -1.2 -03 70.7
Sweden 13 04 23 0.0 -19 0.6 0.2 33 76.7
Greece -11 -14 -0.7 -09 11 -05 -1.6 -34 57.1
Italy -1.0 12 0.2 -05 12 -09 -0.7 -19 52.6
Portugal -0.7 0.1 0.8 0.9 -0.1 -09 -1.3 2.2 75.7
Spain -1.0 0.6 0.0 16 0.6 -08 -1.0 -25 49.3
Ireland 0.7 -09 -05 -09 -05 -09 -0.2 -1.1 69.1
United Kingdom 0.5 -0.7 -0.7 -09 -0.2 0.5 11 13 69.4
Austria -11 -0.2 0.0 0.5 15 -0.6 0.3 -0.6 72.6
Germany -0.8 0.3 -0.1 16 15 0.7 0.8 13 68.6
Netherlands -1.0 13 0.0 -04 0.3 10 25 2.7 715
Belgium 0.3 13 -04 -04 0.4 -01 0.2 0.2 70.8
France 0.3 14 0.0 16 0.2 -02 -0.3 -0.1 65.6
Australia -05 -0.7 -14 -0.7 -0.1 2.6 13 19 64.2
Correlation with the employment
rate for women aged 30-34 0.59 0.20 0.36 -0.04 -0.18 0.26 0.25 0.68

. Datanot available.

a) Thisisdesigned to put theindicators onto acommon scale. A value of zero implies that the country concerned is at the average value for the countries in the table.
b) Calculated as the product of the duration of maternity leave and the earnings replacement rate.

c) Average of data for the three kinds of leave shown in Table 4.8.

d) Calculated as the sum of theindicatorsin columns (1), (3), (6) and (7), plus haf of that in column (5).

Source: Tables4.7 and 4.8.
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take-up rate of the total period of maternity/child-care
leave is unknown.?® The composite index has afairly high
correlation, of just under 0.7, with the employment rate.
This suggests the importance of work/family reconcilia-
tion measures of this type and also the importance of tak-
ing account of arange of such policies—this correlation is
higher than that with any of the individual indicators. The
North American countries and the Nordic countries gen-
erally tend to have relatively high values of the composite
index. The lowest values are found in Japan, the Southern
European countries and Ireland. Countries with similar
values of the composite index may, of course, have quite
different strategies for reconciling work and family life.
For example, while the Netherlands has a similar value to
Denmark, the Netherlands has much higher scores for
flexible hours working (including voluntary part-time
working) but lower scores for child-care coverage and
maternity leave.

Conclusions

This chapter has concentrated on examining the
work/family balance from the point of view of its rela-
tionship to the number of parents, particularly mothers, in
paid employment, while noting its likely relationship with
fertility. The approach has been to compare the employ-
ment rates of women and mothers with indicators of pol-
icy measures designed to provide incentives for parents to
work and to ease the work/family reconciliation. This nar-
row perspective has meant that a number of vital areas
have had to be left to one side. These include questions of
maintaining family income resources, dealt with under the
OECD programme on “Family-Friendly Social Palicies’,
and child development, which comes under the pro-
gramme on “Early Childhood Education and Care” (see
www.oecd.org/els/social/ffsp and www.oecd.org/els/
education/ecec respectively).

The international perspective leads to a number of
findings of policy relevance. The first is that, in countries
with relatively well-developed systems of work/family
reconciliation policies, women tend to have higher
employment rates in their thirties (when their employ-
ment is most likely to be affected by child-rearing and
child-care). Both formal child-care coverage of young
children and paid maternity leave policies appear impor-
tant from this perspective. The direction of causality is
not, of course, clear. It may be that in countries where
women are more present in employment, they are better
able to press for higher benefits. However, it seems
unlikely that the causality runs entirely in this direction.
From a historical perspective, many countries with high
levels of female employment — notably the Nordic

countries — were among the first to introduce work/family
reconciliation policies as part of a deliberate policy to
facilitate higher levels of female employment [Gauthier
(1996)]. This may add weight to calls for the extension of
such arrangements in countries where they are currently
relatively underdeveloped and where the employment
rates of women are low.

A second finding relates to the historical and current
relationship between employment rates and fertility rates.
Viewed over time, employment and child-rearing appear
to be substitutes. In almost all OECD countries successive
cohorts of women entering child-bearing and working
ages have had higher employment rates, but lower fertil-
ity rates. In addition, for recent cohorts, larger increasesin
employment have been associated with larger decreasesin
fertility. However, the current experience of a number of
OECD countries, particularly the United States and the
Nordic countries, shows that high levels of female
employment rates need not be incompatible with rela-
tively high fertility rates — paradoxically, there is cur-
rently a positive correlation between female employment
rates and fertility rates across OECD countries.

A third finding relates to the crucial contribution to
the work/family reconciliation made by firms. A number
of studies have shown the importance of appropriate
kinds of flexibility for the work/family balance, in terms
of emergency leave for family reasons, flexible working
hours and voluntary part-time working. The evidence pre-
sented above shows that firms in countries with the high-
est levels of national provision tend to rely almost entirely
on that provision, adding relatively little to it. On the
other hand, in other countries, where national provision
has traditionally been relatively low, there is little sign
that firms have filled the gap. Research suggests that, in
some situations, firms can reap benefits by paying more
attention to the work/family (or work/life) balance of their
employees, particularly in the areas of reduction of stress,
improvement of morale, better retention of women
employees and stronger employee commitment to the
organisation. Surveys also suggest that many firms are
unaware of these potential benefits. Governments should
thus be able to play arole by sponsoring research to show
where benefits are most likely to be obtained, as well as by
offering technical advice on how to introduce family-friendly
arrangements successfully.

The analysis has aso pointed up a number of issues
common to alarge number of countries. From the point of
view of the main policy issue addressed in this chapter,
one crucial finding is the polarisation of mothers’
employment. Mothers with medium and high levels of
education are closing the gap between their employment
rates and those of fathers at the rate of one percentage
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point a year, on average. However, in many countries, the
employment rates of less-well-educated mothers are lag-
ging behind. One reason for this may be the lower bene-
fits that they can expect from the labour market.
However, in addition, while they will be treated on an
equal basis by public systems for child-care and family
leave, they are less likely to be accorded family-friendly
benefits (such as career-breaks, extra family leave and
flexible working arrangements) by firms, and may be less
well-placed to combine work and family life. Thereisa
danger that many lower-educated mothers may become
detached from the labour market and be unable to make a
successful entry, or re-entry, later in life. They may, thus,
be unable to provide for themselves adequately in the case
of family breakdown and may aso suffer social isolation.
Policy action may be needed to stimulate continued
attachment to the labour market, possibly on a part-time
basis, and to ensure appropriate training opportunities.

Part-time working is the preferred form of employ-
ment among many mothers of young children in a large
number of OECD countries, as well as being favoured by
a much smaller, though apparently growing, number of
fathers. Part-time working generally offers lower earnings
and career prospects than full-time working, and in most
countries transitions from part-time working to full-time
working are rare. However, Sweden is an exception to
this last statement, through its programme for allowing
mothers to move to part-time working temporarily when
their children are small. A number of other countries have
also introduced schemes for allowing temporary transi-
tions from full-time to part-time working over recent
years (including Germany and the Netherlands). These
policies need to be carefully evaluated to seeif this extra

flexibility leads eventually to an increase in the proportion
of women working full-time.

The chapter has also added to findings that show
that the gender balance in household duties and caring for
children remains unequal in all OECD countries. Women
continue to play a much greater role than men, and thisis
undoubtedly one of the reasons for continuing inequalities
in employment and earnings patterns. While it is true that
there has been some movement towards symmetry within
couple families, thisis offset, to a greater or lesser extent,
by the fact that the bulk of the growing number of lone-
parent families are headed by women. Efforts to introduce
paternity leave schemes, and parental leave schemes in
which part of the leave is available only to fathers have
met with some success, calling for careful monitoring to
see what kinds of policies might be most effective. Fur-
ther progress may require addressing the attitudes of
firms, which are often cited by fathers as limiting their
involvement with their families.

Overall, the results presented above suggest that
efforts to improve the work/family reconciliation may well
produce positive benefits in terms of women's employment
rates. The key is to allow for greater flexibility in employ-
ment patterns in such away as to encourage longer and
deeper involvement by women in paid employment. This
may also be one way to work towards greater gender equity
in the labour market. Given that women continue to invest
more of their time in child-care and household activities, at
ages which are traditionally of key importance for building
up acareey, it is vital to work for greater flexibility over the
life course, loosening the link between age and career pro-
gression, and valuing a wider range of employment
petterns for both women and men.
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NOTES

In this chapter, a relatively narrow definition of family has
been chosen in order to facilitate analyses of the work/fam-
ily balance from the |abour market viewpoint, and provide a
better basis of comparison between countries. Families in
multi-family households and families with a member
over 60 have been excluded. A child is defined as being
under 20, and an adult as aged 20 or over (the age limit
of 18 is used for the United States). A coupleis defined as
two adults, with or without children, living together in the
same household, whether or not linked by marriage. (The
United States is an exception. Only married couples are
included, so that two non-married people living together
would be considered to be part of a multi-family household
and excluded.) A lone parent family is defined as an adult
living together with a child.

It should be noted that the standard employment definition,
used in Table 4.1, counts many people on maternity/child-care
leave as employed. Excluding them would reduce the employ-
ment rates considerably for some countries. For example, for
Finland, if the data excluded the mothers on maternity leave
during the reference week, the 1998 employment rates would
fall to 69.0% for all parents in couple families, 47.7% for all
mothers in couple families, 58.7% for the lone parents and
48.2% for all mothers with a child under 6. For Sweden, the
2000 figure for the employment rate of mothers aged 25-54
with achild under 7 would fal to 65.7%.

One reason for the lower employment rates of lesswdl-
educated mothersis no doubt their lower potential earningsin
paid employment. Marshdl (1999) finds that those who do not
return are more likely to have been working part-time before
child-birth and less likely to have been in a unionised or pro-
fessional job, and tend to have shorter tenure. A quick returnis
linked to sdf-employment and the absence of maternity leave.

The survey aso included Norway.

Eighteen per cent of the couples said they would prefer
both partners to work part-time. For a further discussion of
preferences for part-time working, see OECD (1999b) and
Evans et al. (2000).

The precise question used was: “Taking into account all
of the income that the members of your household
receive from different sources, would you say that your
household is financially well off, that you just manage or
that you have difficulties?’

Households in Spain saying they are “just managing” are
the only exception.

The cross-country correlation between the number of hours
worked by the “well-off” and the preferred reduction in
hoursisaround 0.8.

It must be noted that these comparisons do not take account of
the differencesin the types of job done by men and women.

10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

The choice of age5 as the age cut-off was dictated by the
data source.

The ratio of the time spent by men and women on child-care
has been found to remain roughly the same whether child-care
activities are strictly or broadly defined [Klevmarken and
Stafford (1997), for Finland and Sweden; Barrére-Maurisson
et al. (2000), for France; Silver (2000), for Canada).

The figures for men refer to men in all types of couple fam-
ilies. Some evidence relating specifically to men with wives
in full-time paid employment suggests that the balance is
less equal than shown here [Beblo (1999); Hersch and
Stratton (1994); Fisher (2000a and 2000b); Silver (2000)].

However, according to a 1991 Eurobarometer survey cov-
ering a wider range of countries, Portuguese men contrib-
ute the least to household work in the European Union,
around 70% saying it represented none of their time.
Spanish women reported spending 7 times as much time
as men caring for children and doing (unpaid) household
work [European Commission (1998a)].

In principle, the figures also include the effects of housing
benefits, employment-conditional benefits, and social assis-
tance benefits, though these are rarely relevant at the levels
of household income considered. It should be noted that
they refer to national arrangements and that regional or
provincial systems may be different.

For example, the Quality Improvement and Accreditation
System in Australia requires private commercial and com-
munity-based service centres to evaluate and, if need be, to
improve their service delivery, against 52 principles of
good quality care. A quality assurance system for Family
Day Care (a network of individuals providing child-care in
their own homes for other people’s children) is now being
developed and preliminary work for the development of a
system for outside school hours care is underway.

In some countries the entitlement to pay during maternity/
child-care leave depends upon work history and social
insurance contributions, and so not all mothers are covered.

This is derived as the product of the first two columns of
data on maternity/child-care leavein Table 4.7.

In Sweden, the introduction of the “daddy month” in 1995
was associated both with an increase in the overall take-up of
leave by fathers and with a decrease in the average length of
the leave taken, from 34 daysin 1995 to 27 daysin 1999.

If only the mother takes parental leave in Austria, cash ben-
efits are paid for 18 months; if the father also takes some
leave, payments are made for 24 months.

Ruhm (1998) dso finds some evidence that long periods of
absence from work may result in lower earnings.
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21.

22.

23.

More precisely, Afsa (1999) reports that, when the Allocation
parentale d’ éducation (a benefit to parents of children under
three with previous work experience who opt for staying at
home) became available to parents with only two children
(before 1995 it was available only to those with three), there
was asignificant drop in employment rates as a result.

Survey data for Canada are soon to be published, and infor-
mation from small-scale surveys for Ireland are to be found
in Coughlan (2000).

As explained in Annex 4.B, the sample was restricted
to this group of employees on the grounds that women
without responsibility for a child, and men, are
less likely to be aware of family-friendly arrangements.
The results thus only apply to firms with employees of
this type.

24.

25.

26.

The figures for flexi-time working are shown for all employ-
ees to allow comparison with available figures for Australia
and the United States. It should be noted that the question
used in the SESWC did not investigate the extent to which
the hours flexibility had been introduced to suit the employee
—the figures thus include a certain proportion of cases where
theflexibility in hours was designed to suit the employer.

Maternity leave is chosen for this comparison because it is
widespread and well-established. Schemes for child sick
leave and paternity leave are less widespread and are rela-
tively new policy developmentsin many countries. Employer
schemes for child day-care are designed to complement not
only public schemes but a so other, private-based schemes.

Including the total leave indicator would give higher results
for countries like Austria and Germany which have
relatively well-developed programmes of parental leave.
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Annex 4.A

Supplementary table
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Belgium
Canada
Finland®
France
Germany
Greece
Ireland®

Italy
Luxembourg
Netherlands
Portugal
Spain
Switzerland
United Kingdom
United States

Belgium
Canada
Finland®
France
Germany
Greece
Ireland®

Italy
Luxembourg
Portugal
Spain
Sweden
Switzerland
Netherlands
United Kingdom
United States

Table4.A.1. Changesin family types

Couples with or without children Single people and lone-parents
) Coupleswith . Loneparents Lone-parents
) Coupleswith  Couples with COUPI.ES with Couples with 3 or more Coupleswith Loneparents Loneparents with with
COUPIPTS without one child one child 2 children, 2 children children, 3 or more Single W.'th V.V'th two or more two or more
children youngest : children onechild aged onechild aged 6 children h
aged under 6  aged 6 or over od under 6 aged 6 or over youngest d 6 or over under 6 or over oungest aced children
agedu aged under 6 a Y ur? der Zg aged 6 or over
Share of each type of household, 1999*
34.0 6.0 10.5 6.8 9.6 4.0 4.0 19.6 0.8 21 0.9 16
18.7 7.3 8.5 6.9 124 41 6.1 234 30 29 33 36
21.2 4.8 84 59 8.1 4.9 31 37.6 0.7 30 0.6 16
30.2 6.4 10.6 7.1 9.1 44 38 22.1 0.8 29 0.8 17
331 4.9 11.1 53 84 24 23 27.1 0.8 2.6 0.7 13
38.2 59 14.3 7.1 144 25 2.8 12.2 0.2 14 0.3 0.9
27.0 55 9.9 7.6 10.7 9.2 9.7 14.2 1.0 18 15 20
35.9 8.1 16.3 7.8 11.5 24 21 12.8 04 14 04 0.9
30.8 7.3 11.9 9.5 9.2 53 35 18.0 04 19 0.9 13
34.7 52 6.9 7.0 9.3 34 3.6 25.4 0.5 2.0 0.6 14
313 104 20.8 8.7 12.6 32 28 5.8 04 2.0 0.8 11
335 75 195 8.7 16.0 2.7 34 6.0 0.2 12 0.3 1.0
229 6.5 94 8.0 11.3 3.6 4.3 28.5 04 2.6 04 20
31.9 5.7 8.2 6.9 9.0 39 33 20.0 17 33 29 33
22.9 54 8.8 6.9 9.2 4.9 4.3 24.9 1.6 4.4 2.7 4.0
Percentage changes, 1994-1999
-1.8 0.5 -85 —4.4 34 -0.7 26.8 20.0 6.7 24 17.3 16.1
154 23 84 -0.1 37 -1.7 58 145 14.3 -1.0 53.1 109
5.7 —74 -11.6 —7.4 -3.0 22.9 36.4 115 =37.7 29 —48.3 6.4
24 -5.0 -0.3 15 -1.0 -9.0 2.0 19.3 213 22.9 10.2 25.2
4.2 -10.2 22 -8.3 2.2 6.7 12.7 74 -39 22.1 6.7 38.3
9.6 2.1 6.8 -9.0 -13.8 -16.9 —-23.7 8.2 21.0 —4.4 -0.5 —7.2
149 55 9.6 22 11.8 9.4 -93 16.3 30.7 36.6 334 12.7
9.3 04 -84 09 -82 -13.1 9.7 16.0 8.5 7.6 -10.2 233
-0.3 —4.4 —4.3 6.1 —4.8 22.0 334 25.8 —29.9 19.2 55.2 50.5
45 35.8 —74 321 -18.9 -0.1 -34.9 16 34.3 7.3 63.8 -16.5
238 -3.8 7.8 2.4 —6.3 -30.8 —45.3 30.2 20.7 19.9 20.5 35
.. .. .. .. .. .. .. -15.2 13.7 -10.5 40.4
-0.1 2.0 101 7.3 14.0 —7.1 244 0.0 42.0 21.6 20.0 —7.2
4.7 21 -5.5 4.1 5.6 -11.8 13.2 7.3 17.8 31.2 —7.8 29.7
2.6 0.0 -0.3 -0.1 1.0 -93 6.8 15.2 10.0 27.1 204 38.3
7.0 -3.1 51 —6.6 5.6 -39 14.0 185 57 6.5 -10.1 155
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Table4.A.1. Changesin family types (cont.)

Couples with or without children Single people and lone-parents
; Coupleswith B Lone-parents
Couples without Couples _vvith Couples _vvith C; L::EII :ads r‘gr':h Coupl_es with 3 gr more Cgugrl ens]: (\)/::ath ) L_oneparen_ts L_oneparen_ts with 2 zr more \I/_v(i)trr]:}zptav;in;?
children one child one child youngest aged 2 children children, children Single with one child  with one child children, more children
aged under 6  aged 6 or over aged 6 or over youngest agedunder 6  aged 6 or over youngest
under 6 aged 6 or over aged 6 or over
aged under 6 aged under 6
Percentage changes, 1984-1999

Belgium 30.2 -13.3 —26.6 -0.2 -12.5 -1.0 -12.1 178.9 178.5 65.8 97.2 66.5
Canada 42.9 16.1 25.0 4.0 194 -0.1 -9.8 52.8 59.9 417 184.0 27.3
France 23.2 -1.6 —6.5 -35 -54 -10.2 224 56.5 59.1 35.2 211 40.2
Greece 37.6 9.7 7.3 -34.7 -13.9 —47.0 -36.1 535 1.0 —4.3 —56.2 -6.5
Ireland® 52.9 4.6 54.2 -1.1 43.7 —41.0 -6.9 63.2 360.7 152.8 155.7 123.0
Italy 375 -0.1 -10.3 -82 —27.3 —41.2 —63.4 41.7 62.4 4.9 -17.3 6.5
Luxembourg 18.1 17.7 -1.7 46.2 -1.0 86.1 74 88.5 16.6 47.0 1924 90.4
Portugal 30.6 34.8 94 -12.1 -13.9 —52.2 —-59.2 32.8 89.8 34.7 4.5 -25.1
Spain® 44.9 .. -12.5 .. -36.3 .. —80.9 68.1 .. 47.0 .. -11.5
Netherlands® 50.6 194 —21.0 16.3 —20.8 —2.6 —7.1 64.5 154 36.2 —7.6 -3.2
United Kingdom 26.6 15.3 -12.1 -3.3 -14.4 -14.6 -19.5 129.3 203.5 82.0 178.2 108.6
United States 19.6 —6.8 4.2 -1.4 9.7 -1.0 6.4 46.9 23.6 30.2 30.3 285

.. Datanot available.

a) Not including other types of household: row totals are 100%.

b) 1995 instead of 1994 and 1998 instead of 1999.

c) 1997 instead of 1999.

d) 1986 instead of 1984.

€) 1985 instead of 1984.

Sources: Secretariat calculations on the basis of information from the European Labour Force Survey, supplied by EUROSTAT, and from national labour force surveysfor Canada, Finland, Sweden and the United States.
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Annex 4.B

Data on preferences for different working arrangements

The source of the data on preferences was the Employ-
ment Options of the Future (EOF) survey, sponsored by the
European Foundation for the Improvement of Living and Work-
ing Conditions in Dublin (for the 15 EU member states) and by
the Norwegian Royal Ministry of Labour and Government
Administration (for Norway). Carried out in the Summer
of 1998 by Infratest Burke Sozialforschung and a consortium of
field research institutes, it covered 30 000 people aged
between 16 and 64 who were either working or said they
intended to take up work during the following five years. It was
primarily designed to find out who wants to work and who does
not, and to investigate preferences for different working arrange-
ments both at the time of the survey and five years later. Details
of the survey can be found in Atkinson (2000).

Data from time budget surveys

Time budget surveys seek to measure the time allocated
by individuals to different activities such as paid market work,
unpaid household work, caring activities, education and leisure
time. Most time budget surveys ask individuals to compile a
diary of their daily activity twice aweek: on aweekday and on a
weekend day. The diary may contain a set of pre-coded activities
and a time sheet or it may ask respondents general questions
about what they did and from when to when [Merz and Ehling
(1999); Klevmarken and Stafford (1997)].

The data used here are drawn from a number of time bud-
get surveys harmonised and made more comparable by ateam
of researchers at Essex University and elsewhere [see Fisher
(2000a and 2000b) for a description]. They cover 12 OECD
countries. The datarelate to the time use of individualsin house-
holds of agiven type. Thefull set of dataavailable includes cou-
ple households and lone-parent households, distinguished by the
presence and age of children (below and above five years). For
female partners, a further distinction is made between full-time
workers, part-time workers and non-workers. The following
activities are considered: paid market work; child-care strictly
defined, which includes feeding the children, dressing them,
changing them, bathing them and giving medication; and other
unpaid household work. Paid work includes all paid work and
related activities, including time spent on the main job, on any
second job, working at home, and time spent travelling to and
from work. Other unpaid work includes: cooking/food prepara-
tion; cleaning dishes; laundry/ironing; house cleaning; odd jobs;
gardening; care of pets or domestic animals; shopping; paying
household bills; and domestic travel (i.e. travel for family
reason, which includes taking the children to school and back).

Cross-country comparisons can only be made with con-
siderable caution. Generally, cross-country differences in the

Data sources

time spent by parents caring for their children may reflect not
only differences in policies across countries, such as the avail-
ability of public and private care services, but aso differencesin
fertility rates (the data take no account of the number of children
in the household), as well as differences in the time budget ques-
tionnaires. Some surveys code multiple activities that may take
place at the same time, such as cooking and taking care of chil-
dren. However, most surveys ask respondents to enter what they
consider to be the “main activity”. This often leads to under-
recording of child-related activities, such as playing with
children or watching them play.

Data on family-friendly arrangements in firms

General considerations

Data on family-friendly arrangements provided by firms
can come from employers or employees. Data from employers
tend to be more suitable for linking the type of family-friendly
benefits provided with the characteristics of firms. They can aso
include valuable insights into the reasons why employers intro-
duce (or abandon) family-friendly arrangements, and on the
costs and benefits they perceive flowing from them. However,
there are some difficulties. Employer-based data are likely to
refer to formal policies (particularly in large firms) and leave out
informal arrangements, which may be of considerable impor-
tance [Dex and Scheibl (2000)]. The policies that are mentioned
may be unfamiliar to some employees, because of insufficient
notification. In addition, they may be available to only part of
the workforce, and may be subject to the agreement of the super-
visors. The basic information will tend to refer to provision
—though some firms may also have information on use.

A further reason for caution is that some working arrange-
ments, introduced by firms to suit their production needs, may be
labelled as family-friendly simply in order to show the employers
in abetter light [Simkin and Hillage (1992)]. Of course, thisis not
to deny that there are situations where both firms and families can
gain from flexible work arrangements, such as some types of vol-
untary part-time work. However, a priori, there is no reason to
suppose that flexibility introduced to meet a firm's needs will
coincide with the flexibility that best suits family needs.

Surveys of employees generally have the advantage of
providing detailed information about the characteristics both of
employees who know of their entitlement to family-friendly
arrangements, and of those who use them. They can also illus-
trate the attitudes of employees and their perceived needs. How-
ever, there is the difficulty that, unless the survey instructions
are particularly clear, employees may not know whether they
should provide information about just the policies that concern
them personally, or about ones which are used by, or available
to, other employeesin the company. For example, a man asked if
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extra-statutory maternity leave is available will respond that it is
not, if heisthinking about his personal case, but may respond that it
is, if heisthinking about the employeesin the company in generd.

Survey data for Australia, Japan, the United Kingdom
and the United States

For Australia and the United Kingdom, information can
be drawn from nationa workplace surveys. For Australia, thisis
the 1995 Australian Workplace Industrial Relations Survey
(AWIRS95), reported in Morehead et al. (1997), and for the
United Kingdom, the 1998 Workplace Employment Relations
Survey (WERS98), reported in Cully et al. (1998 and 1999). For
the United Kingdom, there is also a special suite of officially-
sponsored surveys on family-friendly arrangements, reported in
Forth et al. (1997). The surveys just mentioned cover both
employer and employees. Japan’s information comes from a
specia employer survey [Sato (2000)]. Finally, for the United
States, a number of employer surveys, including the Survey of
American Establishments [Osterman (1995)], and the two
rounds of the employee-based National Study of the Changing
Workforce (NSCW), conducted in 1992 and 1997 [Bond et al.
(2998)], contain information on family-friendly arrangements.

The Second European Survey on Working Conditions

This survey, described in European Foundation (1997),
was conducted in the fifteen countries of the European Union
between 27 November 1995 and 19 January 1996, in close col-
laboration with Eurostat and National Statistical Institutes. The
survey was designed to monitor working conditions as
perceived by respondents.

The multi-stage random sampling design was designed to
be representative of the employed population. All people
aged 15 and over were included in the sampled population, with
the exception of retired people, unemployed people and house-
wives. The target number of interviews was 1 000 cases per
country, with the exceptions of 500 for Luxembourg, 1 000 for
the former western Germany and 1 000 for the former eastern
Germany. The figures achieved were close to these targets, giv-
ing atotal of just under 16 000 interviews for Europe as awhole.
The samples were found to over-represent “services’ and “pub-
lic administration”, while under-representing “agriculture”, and
some industry sub-sectors.

Quiestions on family-friendly arrangements

The precise questions used to investigate the incidence of
family-friendly policies by enterprises were as follows:

Q30. Over and above any statutory requirements, does
your company/employer additionally provide for? (yes, no, not
applicable, don't know)

— Sick child leave that is, amount of time you can stay at
home to take care of a sick child

— Maternity leave that is, the amount of time a woman can
stay at home before and (after) the birth of a child

— Parental leave that is, the amount of time a mother or a
father can stay at home to take care of a very young child

— Child day care that is, your company/employer provides
or subsidises day care for your child.

The caveats mentioned in the Introduction relating to
employee-based data on family-friendly policies apply to these
data. In particular, there is the ambiguity as to whether the data
refer to working arrangements to which the employees con-
cerned are personally entitled, or to ones which exist in their
establishments. However, as well as the category, “don’'t know”,
the survey designers included a category, “non-applicable” in
order to assess the possible effect of this ambiguity. Analysis of
the data suggested that, for simple international comparisons, it
was best to restrict the sample to women employees with a child
under 15 in the household [Evans (2001)].

As the United Kingdom was included in this European sur-
vey, it was possible to make some consistency checks between the
levels of family-friendly arrangements indicated here and the lev-
elsindicated by the United Kingdom surveys of employees. The
results are broadly consistent. The European results for child day
care and sick child leave are roughly in line with the figures for
personal entitlement for time off work for family reasons and the
various measures of entitlement to help with child-care obtained
from the UK surveys. The European figure for parental leave
reported by women employees is, fortuitoudly, exactly the same as
that obtained from WERS98. It is not possible to make comparisons
of extra-statutory maternity leave.

Data on relevant flexible working arrangements

Non-EU sources of data are noted in the tables. For the Euro-
pean Union, the sources were the Second European Survey on
Working Conditions (SESWC) for data on flexi-time working, and
the Employment Options of the Future (EOF) survey for data on
voluntary part-time working. Both surveys are described above.

The SESWC question designed to obtain information on
flexi-timeis:

Q20. For each of the following statements please answer
Yesor No: ...

You have fixed starting and finishing times every day.

Flexi-time working was taken to occur when a negative
response was given to this question. This seems likely to be an
over-estimate, as the figure might include people on variable
amounts of overtime, or subject to on-call working. However,
the figure obtained in this way for the United Kingdom was
found to be the same as that for flexi-time working given by the
WERS98 employee questionnaire.

The EOF survey questions used to measure voluntary
part-time working were as follows. Part-time workers were first
identified by a question asking employees to describe their sta-
tus as part- or full-time. Those assessing themselves as part-time
were then asked to give a reason why they worked part-time.
They were first invited to respond positively to one of the
following, possible reasons, which were presented in turn:

— You are a student/at school

- You areill or disabled
— You have been unable to find a full-time job

The next possible reason presented was:
— You do not want to work full-time.

Respondents were also allowed not to give areason for
working part-time. The figures for “voluntary” part-time work-
ing reported here relate only to those respondents saying they
did not want to work full-time.
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Chapter 5

THE EMPLOYMENT OF FOREIGNERS:
OUTLOOK AND ISSUESIN OECD COUNTRIES

Summary

In the majority of OECD countries, the numbers of foreigners or immigrants and their proportions of the total
popul ation have risen over the past ten years, both for endogenous and exogenous reasons. The size and compositions of
the immigrant communities continue to vary considerably according to the host country however. While admissions of
new permanent foreign workers are currently very few in number, especially in the European OECD countries, the
temporary employment of foreigners appears to becoming more widespread and the majority of OECD Member
countries have implemented measures to facilitate the admission of skilled and highly skilled foreign workers.

The participation rates of foreigners are generally lower than those of nationals and foreign labour is often
concentrated in the certain sectors. Its use is, however, becoming more widespread, most notably in the tertiary sector.
The greater vulnerability of foreign workers to unemployment and their lower degree of employability show that they
face, in particular in Europe, difficulties in integrating into the labour market. These difficulties are attributable in part to
the need for a period of adaptation, notably for newly arrived refugees, qualifications and experience which do not
always match the needs of the labour market, weak grasp of the host country’s language as well as to the fact they are
often victim to employment discrimination.

The upturn in economic growth observed over the course of the last decade in the majority of OECD Member
countries has contributed to widening the debate on immigration, the essential focus of which remains the control of
flows, to the contributions that immigration might play in reducing sectoral labour shortages and moderating the effects
of population ageing. In this chapter, the emphasis is placed on the impact of the employment of foreigners on the
equilibrium and dynamics of the labour market. The limits of a migration policy whose chief aim isto respond to the
short-term needs of the labour market are underlined first of all. The analysis then turns to the way in which the
employment of foreigners responds to cyclical fluctuations. Though foreign workers are in some Member countries
more vulnerable in recessions, they can not be considered responsible for labour market disequilibria. The employment
of foreigners could make an active contribution during economic upturns even if, given the relatively small numbers
involved, their employment cannot by itself constitute an alternative to the need for labour market adjustments.

The contribution of immigration to long-term growth is examined in the final section. The emphasis is placed on
the supply of skilled labour and the measures recently implemented by many OECD Member countries to facilitate the
entry of foreign specialists, notably in information and communications technologies. I ncreased reliance on foreign
workersis nevertheless subject to certain limits and notably the fact that a massive intake of highly qualified immigrants
could have a negative impact on the development of emerging economies through the “brain drain” effect.

Introduction The effect of immigration on the equilibrium and
dynamics of the labour market isin fact appreciably more

Increased immigration is frequently opposed on the complex; it cannot be understood without reference to
basis of fears that significant inflows of foreign workers both the characteristics of the migrants and the economic
increase unemployment, depress wages and lead to conditions prevailing in the host country. The labour mar-
declines in the employment of low-skilled nationals. ket role of foreign workers varies according to the stage
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of the economic cycle. Moreover, the nature of the links
between immigration and the labour market depends on the
timescale of the analysis. Over the long-term, immigration
can contribute to moderating the effects of demographic
ageing and to augmenting human capital. In the short-term,
immigration can contribute towards resolving cyclica fluc-
tuations and imbalances in the labour market. Within the
limited framework of this chapter, the emphasisis placed
on this short-term contribution.

Thefollowing points will be discussed in turn in this
chapter: the introductory section briefly examines the
contribution of immigration to population growth in
OECD countries and outlines the main characteristics of
the immigrant or foreign labour force; Section Il dis-
cusses the contribution of immigration to the relieving of
short-term imbalances in the labour market, and then
highlights the role that the employment of foreigners
plays in labour market adjustment during periods of
upturn and downturn; Section |1l briefly considers,
against the background of recent developmentsin OECD
countries, therole that immigration might play, on the one
hand, in moderating the effects of population ageing and,
on the other, in relieving shortages of skilled and highly
skilled labour during periods of economic growth.

Main findings

The principal conclusions which can be drawn from
this chapter are the following:

. In the majority of OECD countries, the numbers of
foreigners or immigrants and their proportions of
the total and active populations have risen over the
past ten years. This proportion varies widely however
between countries.

. While admissions of new permanent foreign work-
ers are currently very few in number, especially in
the European OECD countries, the temporary
employment of foreigners appears to becoming
more widespread. The temporary employment of
foreign workers introduces flexibility into the labour
market. It can also have the effect of dissuading
employers, in particular in seasonal activities, from
resorting to the use of undocumented workers.

. Foreign labour is concentrated in certain sectors. Its
use is, however, becoming more widespread, most
notably in services to businesses and households. In
the new immigration countries, foreigners have a
higher tendency than nationals to occupy blue col-
lar posts. Such a gap also persists in much older
immigration countries. Foreign workers, in some

Member countries, are in general more vulnerable
to unemployment than nationals.

. The employment of foreigners plays a buffer role in
the labour market’s adjustment to cyclical fluctua-
tions. Difficulties are nevertheless encountered
when attempts are made to implement migration
policies whose principal objective is to respond to
the short-term needs of the labour market. Immigra-
tion can not be held responsible for the disequilibria
observed in the labour market.

. The contribution of immigration to long-term growth
is not confined to its quantitative impact on increases
inthelabour force; it is aso reflected in its qualitative
impact in terms of human capital accumulation. In
the present context of growth in the OECD Member
countries, labour shortages are particularly marked in
information and communi cations technol ogies. Some
Member countries are also encountering difficulties
in hiring low qudified workers. Most OECD Member
countries have amended their legislation in order to
facilitate the admission of skilled and highly skilled
foreign workers.

. Immigration, population and
employment in OECD countries

Net migration is a significant factor in the annual
increase of the total population of OECD countries. This
contribution to population growth is boosted, moreover,
in some Member countries, by the higher fertility rate of
foreigners as compared to nationals.

A. Immigration and population growth

In the mgjority of OECD countries, the numbers of
foreigners or immigrants and their proportions of the total
population have risen over the past ten years (see Box 5.1
and Table 5.1). The proportion of foreignersin the total
population varies widely across the European OECD
countries. In 1998 it was quite high in Luxembourg and
Switzerland (although slightly lower than the previous
year), was close to 9 per cent in Austria, Germany and
Belgium (as well asin Greece, if we take into account the
very high number of immigrantsin an irregular situation)
and was 6 per cent in France. In new countries of immi-
gration such as Finland, Italy, Portugal and Spain, the pro-
portion of foreigners remains low (between 1.6 and
2.1 per cent). Thisisin spite of marked increases in
inflows over the past ten years. The same is true of Japan
and Korea, as well as Mexico and Turkey. Since the end
of the 1980s, the foreign population has increased signif-
icantly in Germany, chiefly as the result of the increasein
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Box 5.1. Migration statistics

Recording of flows

For the European OECD countries as well as for Korea and Japan, the most detailed statistics on foreign populations refer
to the nationality of residents. On this basis, people born in the country can be included in the total of foreigners whilst foreign-
born immigrants who acquire the nationality of their host country are not. In Australia, Canada and the United States the
criterion is the country of birth. A distinction is made between foreign-born and native-born people. This approach provides
figures for immigrants residing in the country, regardless of their nationality. Trends in numbers of immigrants or foreigners
vary from country to country depending on migration policy, inflows and outflows, the demographic dynamics of the foreign
populations as well as naturalisations (which result in a corresponding reduction in the total of foreigners).

Statistics on the foreign labour force

Due to differences in the definitions used and the way in which data are collected in individual OECD countries, the
foreign or immigrant labour forces in different countries are not always comparable. For example, some European OECD
countries do not have detailed statistics on the numbers of self-employed foreigners. With the exception of Australia, the non-
European OECD countries produce annual statistics on the numbers of foreign-born workers only in census years. Not all
European countries include cross-border workersin their labour force. In some countries, such as Austria, L uxembourg and
Switzerland, they represent an important share of the labour force. In addition, it is not always possible to obtain data on the
number of foreigners employed in seasona work (in particular in agriculture and tourism), or the number of temporary workers
and/or trainees. Even though the European Union countries conduct employment surveys (in principle, annually) following a
shared methodology, the harmonised results of which are published by Eurostat, not al of the aforementioned problems have
been resolved. Furthermore, these surveys do not cover collective households, such as workers hostels where many immigrants
live. International comparisons should therefore be treated with caution, and in the case of Spain due to the concentration of the
majority of immigrants in a few regions, the labour force survey underestimates the number of foreign workers. Finally,
undocumented immigration and the illegal employment of foreigners are only partially reflected in officia statistics because not
all undocumented immigrants eventually gain official acceptance (for a detailed analysis of the economic aspects of
undocumented immigration and the combatting of the illegal employment of foreigners, see OECD 2000a).

In most of OECD countries there are no data on outflows of immigrants or foreigners from the labour market (stopping
work, retiring, returning to the country of origin, naturalisation, etc.) which would provide a more accurate picture of labour
market movements. There is also some confusion in the statistics dealing with work permits: in the official data of some
countries it is hard to distinguish between new issues and changes or renewals. The annual increase in the labour force due to
immigration is similarly difficult to assess, because the distinction between newly arriving immigrant workers and the initial
entry on to the labour market of immigrants who had arrived at an earlier date (for example as accompanying family) or who
were born in the host country is not always drawn. The people in the latter positions can be included in the inflows of new
foreign workers, thisis not always the case (for example in France).

reference for international migration. In particular, they
have led to new flows, involving an increasingly diverse
range of origin countries. They have also altered the
breakdown by nationality of foreign populations in host
countries, and the spread of immigrants from the same

immigration flows of ethnic Germans (Aussiedler) and
foreigners from Central and Eastern Europe.

Broadly speaking, the size of a particular foreign or
immigrant community varies in any given host country
according to migration traditions, the networks created by

the communities already established there, employment
opportunities and the proximity of the origin country. In
some European Union countries, such as L uxembourg,
Ireland, Belgium and Portugal, the proportion of
EU citizensin the total foreign population is very high. In
the United States M exicans predominate among the for-
eign-born population. The changes that have occurred
over the past ten years, in particular the removal of
restrictions on outward movements from the countries of
Central and Eastern Europe and the high economic
growth in Asia have extended the geographical frame of

country of origin across host countries.

In the European Union, the proportion of foreigners
from non-member countries has risen and some national
groups have emerged or gained in prominence in compar-
ison with other groups of longer standing. In Germany,
for instance this is the case of nationals of Eastern and
Central Europe and the former USSR, in France of
Moroccans and Senegalese, and in the Netherlands of
nationals of the former Yugoslavia. In the Nordic coun-
tries, the proportion of nationals from neighbouring coun-
tries has fallen in Finland, Norway and Sweden, while
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Table5.1. Foreign or foreign-born population and labour forcein selected OECD countries
Thousands and percentages

Foreign population and labour force?

Foreign population Foreign labour force®

Thousands % of total population Thousands % of total labour force

1988° 19984 1988 1998 1988° 1998 1988 1998

Austria 344 737 45 9.1 161 327 54 9.9
Belgium 869 892 8.8 8.7 291 375 7.2 8.8
Czech Republic . 38 . 04 .. 23 .. 0.5
Denmark 142 256 28 48 65 94 22 3.2
Finland 19 85 04 16 .. 35 .. ..
France 3597 3263 6.3 5.6 1557 1587 6.4 6.1
Germany 4489 7320 7.3 8.9 1911 2522 7.0 9.1
Greece .. 228 . 26 .. 167 .. 38
Iceland . 3 . 15 .. 2 .. 14
Ireland 82 111 24 3.0 35 48 27 3.2
Italy 645 1250 11 21 285 332 13 17
Japan 941 1512 0.8 12 670 10
Korea 45 148 0.1 0.3 77 04
Luxembourg 106 153 274 35.6 69 135 39.9 57.7
Netherlands 624 662 42 42 176 208 3.0 29
Norway 136 165 32 3.7 49 67 23 3.0
Portugal 95 178 10 18 46 89 10 18
Slovak Republic . 27 .. 0.5 6 0.3
Spain 360 720 0.9 18 58 191 0.4 12
Sweden 421 500 5.0 5.6 220 219 49 51
Switzerland 1007 1348 15.2 19.0 608 691 16.7 17.3
United Kingdom 1821 2207 32 38 871 1039 34 39

Foreign-born population and labour force
Foreign-born population Foreign-born labour force

Thousands % of total population Thousands % of total labour force

19919 1998" 1991 1998 19919 1998" 1991 1998

Australia 3965 4394 229 234 2182 2294 25.7 24.8
Canada 4343 4971 16.1 174 2681 2839 185 19.2
Hungary . 153 . 19 .. 70 .. 17
United States 19767 26300 79 9.8 11 565 16 100 94 11.7

. Datanot available.

a) Dataare from population registers except for France (Census), Ireland and the United Kingdom (Labour Force Survey), Japan and Switzerland (register of foreigners)
and Italy, Portugal and Spain (residence permits). Labour Force data are from the respective labour force surveys or from residence or work permits. Total popul ation for
the Czech Republic, Greece, Iceland and Hungary is based upon individuals aged 15 and over.

b) Datainclude the unemployed except for Italy, Luxembourg, the Netherlands, Norway and the United Kingdom.

¢) 1990 for France.
d) 1999 for France.
e) 1991 for Italy; 1989 for Belgium; and 1992 for Japan.

f) Datafor Luxembourg include cross-border workers; data for Norway exclude the self-employed and for Switzerland seasonal and cross-border workers are not included.

g) 1990 for the United States.
h) 1996 for Canada; 1999 for Hungary.

Source:  OECD (2001), Trends in International Migration; EU labour force survey, figures provided by Eurostat.

new foreign communities have grown in numbers: Asians
(Pekistanis, Vietnamese, Iranians, Sri Lankans) and Turks
in Norway and Sweden, and nationals of the former
Yugoslaviain Norway, Sweden and Finland. These shifts
reflect both changesin the origin of the flowsaswell asin
their nature (for example, an increase in the number of
asylum seekers).

Over recent years, the European OECD countries
have experienced increasing inflows of Asian nationals,
in particular the Chinese. Although in some places the
trend is still too recent to be clearly identified in the
breakdown of the foreign population by nationality, the
scales of the flows are such that national groups from this
continent can be expected to rapidly attain significant
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proportions. The process can already be seen at work in
the new immigration countries. For instance, Chinese
nationals are among the leading immigrant communities
in Italy and Spain.

B. Immigrants and the labour market

Broadly speaking, the population of foreign workers
does not constitute an homogeneous group. Changesin
the foreign labour force and its main characteristics
(nationality, skill level, participation rates, sectoral distri-
bution and unemployment rates) are not due solely to the
profile of the new immigration flows but also to any eco-
nomic and institutional changes that have taken place
over the period under review. For instance, any liberalisa-
tion of the requirements for naturalisation and any modi-
fication to the regulations governing immigrants access
to the labour market are likely to affect substantially the
size of the foreign labour force. Similarly, the existence of
areas of free circulation such as between New Zealand
and Australia, or among Nordic Countries, or between
Ireland and the United kingdom, and more recently
among EU countries, explains the importance of the flows
of the citizens originating from these zones.

General trends linked to the employment of foreigners

Though the proportion of foreigners or immigrants
in the labour force can diverge from that of the total pop-
ulation for which they account, depending, inter alia, on
the time of arrival of the successive migration waves, the
size of the family component in migration flows and
selection criteria linked to age or qualifications, over the
past decade the proportions have essentially followed the
same trend (see Table 5.1). It is greater in Australia,
Austria, Canada, Germany, Luxembourg and the United
States, whereas it is smaller in Denmark, France, the
Netherlands and Norway.

While admissions of new permanent foreign work-
ers are currently very few in number, especially in the
European OECD countries, the temporary employment of
foreigners appears to be becoming more widespread;
some countries areindeed taking policy measures to assist
it (see Section I1). The temporary employment of foreign
workers introduces flexibility into the labour market and
contributes thereby to relieving sectoral labour shortages
in the host countries. This is particularly the case in new
technology sectors, where many countries face shortages
of skilled and highly skilled workers. Increased temporary
l[abour immigration can also have the effect of dissuading
employers, particularly in seasona activities, from resorting
to the use of undocumented workers.

Table 5.2 presents the inflows of temporary for-
eign workers, by principal categories, for a number of
OECD Member countries. There is a fairly marked
upward trend in these flows into Australia, Japan, the
United Kingdom and the United States. Measures to
assist the admission of temporary workers, including
skilled and highly skilled people, have only recently
been introduced in France, Germany and other Euro-
pean OECD countries, in particular Italy and Spain.
These measures were implemented in response to the
upswing in economic activity and the emergence of
labour shortages in certain sectors.

In 1998, the participation rates of foreigners varied
considerably according to their sex (see Table 5.3). The
participation rate for immigrant or foreign women was
systematically lower than that of their male counterparts,
and was in general lower than that of female nationals.
Due to the relative importance of refugees, the discrep-
ancy between participation rates for female nationals and
foreign women is greatest in Sweden, Denmark and the
Netherlands. In Italy and in Spain, which are new coun-
tries of immigration, and Luxembourg, where labour
immigration predominates heavily, the reverse is true,
with the participation rate for foreign women being higher
than for their national counterparts.

The participation rates of foreign males are in gen-
era lower than those of male nationals. Where such a gap
exists it is narrower than that between foreign and
national females.

Sectoral distribution and employment statusof foreigners

Table 5.4 presents an overview of the sectoral distri-
bution of foreign workersin 1998-1999. In particular, for-
eigners are markedly over-represented, in the sense that
they account for a far higher proportion in the sector than
they do in the country’s total labour force, in sectors such
as mining and manufacturing in Austria, Germany, Italy,
Switzerland, Australia and Canada. They are also over-
represented in the construction sector. That isthe case, for
example, in Austria, France, Greece, Luxembourg and
Portugal. Foreign labour is concentrated in the service
sector (for example in Switzerland). Though itsusein this
sector iswidespread, it is most notably used in commerce,
catering, education, health care, services to households
and “other services”. It is typicaly in public administra
tion that the lowest proportion of foreigners are
employed. This is because the jobs in this sector are in
general only open to nationals. In the specific case of the
illegal employment of foreign workers, the information
obtained in the course of regularisation programmes indi-
cates that they are on average younger than the remainder
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Table5.2. Entriesof temporary workersin selected OECD countriesby principal categories, 1992, 1996-1998

Thousands
1992 1996 1997 1998 1992 1996 1997 1998
Australia Korea
Skilled temporary resident programme® 14.6 317 317 37.3 Highly skilled workers 34 134 14.7 111
Working Holiday Makers® 259 40.3 50.0 55.6 Trainees 49 68.0 9.4 64.2
Total 40.5 72.0 81.7 929 Total 8.3 81.4 105.0 75.4
(40.3) (20.0) (19.7) (26.0)
Canada‘® Switzerland
Total .. 60.0 62.3 65.1 Seasonal workers 126.1 62.7 46.7 39.6
(252.8) (226.1) (216.0) (174.1) Trainees 16 0.7 0.7 0.7
France Total 127.8 63.4 47.4 40.3
Employees on secondment 0.9 0.8 1.0 12 (39.7) (24.5) (25.4) (26.8)
Researchers 0.9 12 11 1.0 | United Kingdom
Other holders of an APT¢ 28 2.8 26 22 Highly skilled workers (Ilong-term permits)® 12.7 19.1 220 25.0
Seasonal workers 136 8.8 8.2 75 Short-term permit holders 14.0 17.0 20.4 235
Total 18.1 13.6 12.9 11.8 Working Holiday Makers 24.0 33.0 333 40.8
(42.3) (11.5) (11.0) (10.3) Trainees 34 4.0 4.7 ..
Germany Total 54.1 73.1 80.4 89.3
Workers employed under a contract for services 115.1 45.8 385 330
Seasona workers 212.4 220.9 226.0 201.6 | United States
Trainees 51 4.3 3.2 31 Highly skilled workers
Total 332.6 272.5 271.2 237.6 Specialists (visaH-1B) 110.2 144.5 240.9
(408.9) (262.5) (2854) (2755) Specialists (NAFTA, visaTN)? 125 27.0 59.1
Japan Workers of distinguished abilities (visa O) 05 7.2 12.2
Highly skilled workers 85.5 98.3 107.3 119.0 Seasond workers (visaH-2A) 16.4 9.6 27.3
Trainees 25.8 26.9 271 Industrial trainees (visaH-3) 34 3.0 3.2
Total 124.1 134.2 146.1 | Total 143.0 191.2 .. 342.7
(116.2) (117.5) (90.6) (77.5)

. Datanot available.

Note: Thefiguresin bracketsindicate the number of entries of permanent workers.
a) Temporary resident visas granted under the “ economic stream”. The data cover the fiscal year (from July to June of the indicated year) and include accompanying persons. From 1996 on, the data are on and offshore.
b) Temporary resident visas granted under the Working Holiday Maker Scheme. Visas granted onshore are not included.

c) Total of persons issued employment authorisations to work in Canada temporarily excluding personsissued employment authorisations on humanitarian grounds. Persons are shown in the year in which they received their first

temporary permit.
d) Beneficiaries of provisiona work permits (APT).

€) Long-term permits (one year and over) are mostly accorded to specialists and senior managers.

oo [INO ewAodwa O30 — 2.1

f) Thedatacover thefiscal year (October to September of the indicated year). A person is counted as many times as he/she enters the country over the course of the same year. The datamay well therefore be over-estimates.

g) Thefiguresinclude family members.

Sources: Austrdia: Department of Immigration and Ethnic Affairs (DIEA); Canada: Citizenship and Immigration Canada; France: Office des migrations internationales, Annuaire des migrations 98; Germany: Bundesanstalt fur
Arbeit; Japan: Ministry of Justice; Korea: Ministry of Justice; Switzerland: Office fédéra des étrangers; United Kingdom: Department of Employment; United States Department of Justice, 1998 Statistical Yearbook of
Immigration and Naturalization Service.
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Table5.3. Participation rate and unemployment rate of nationals and foreigners by sex
in selected OECD countries, 1998

Thousands and percentages

Participation rate Unemployment rate
Men Women Men Women
Nationals Foreigners Nationals Foreigners Nationals Foreigners Nationa's Foreigners
Austria 79.8 84.3 62.4 63.4 48 10.3 53 8.9
Belgium 72.9 69.0 55.1 40.7 6.5 18.9 10.9 241
Czech Republic 811 77.9 64.4 57.1 4.6 9.2 75 14.7
Denmark 84.1 69.4 76.0 51.6 38 7.3 6.1 16.0
Finland 76.0 81.0 70.2 57.8 12.7 36.0 13.3 43.7
France 75.0 76.1 62.5 49.0 9.6 22.0 135 26.8
Germany 79.4 77.3 63.4 48.7 85 17.3 10.1 15.9
Greece 79.1 91.4 49.1 61.2 6.9 9.7 16.5 18.8
Iceland 95.4 90.4 84.7 77.8 24 7.6 38 31
Ireland 774 733 52.1 50.9 8.0 12.4 7.3 104
Italy 73.6 89.1 4.4 54.0 9.6 51 16.7 17.6
Luxembourg 74.6 78.3 43.9 535 15 26 28 6.0
Netherlands 83.2 66.5 63.5 40.8 31 11.6 5.6 14.1
Norway 87.0 85.5 78.1 64.8 34 5.9 40 6.0
Portugal 83.5 774 65.5 56.1 38 14 5.6 174
Spain 75.9 84.0 47.7 52.2 14.0 10.9 26.6 24.0
Sweden 79.1 70.5 734 52.9 9.3 23.2 75 194
Switzerland 93.1 90.5 73.2 755 21 6.8 3.0 8.7
United Kingdom 83.0 78.1 67.4 56.1 6.8 10.7 5.2 94
Australia 74.8 70.8 57.1 48.7 8.3 8.6 6.9 8.2
Canada 73.8 68.4 60.2 52.9 10.3 9.9 9.5 11.6
Hungary 67.8 72.2 52.3 53.6 75 7.6 6.2 6.4
United States 74.2 79.7 60.8 52.7 43 49 45 6.0

a) For Australia, Canada, Hungary and the United States, the data refer to the foreign-born population.

b) For Canadathe data refer to 1996; Hungary refers to 1999.

Sources. EU Labour force survey, data supplied by Eurostat; Labour force survey, Australian Bureau of Statistics, 1996 Census, Statistics Canada; BLS, United States.

of the labour force and are widely distributed across the
economy (see Box 5.2).

Furthermore, as Table 5.5 shows, foreigners have a
greater tendency to occupy blue collar as opposed to
white collar jobs. Though the difference is most marked
in the new immigration countries (the Czech Republic,
Greece, Italy, Japan, Portugal and Spain) a gap neverthe-
less also persists in much older immigration countries
such as Austria, France and Germany.

The disparity indicator used in Table 5.6 enables
oneto take an overview of the extent to which the sectoral
distribution of foreigners' employment has converged
with that of nationals' over the past fifteen years. The
lower thisindicator (for its method of calculation, see the
note to Table 5.6), the closer is the sectoral distribution of
foreigner workers to that of nationals; this is notably the
case in Australia, Belgium, Germany, the Netherlands,
Norway and Spain.

The diminution in the disparities in the distribu-
tions of foreign workers compared to those of nationals
implies that foreigners’ labour market integration has
been increasing. In the European OECD countries, for
example, with the arrival of second-generation young
people on the labour market, usually with a higher level
of education and training than their parents, young for-
eign workers are increasingly working in jobs with a
“national profile” as opposed to those typically held by
first-generation immigrants.

Table 5.7 presents a comparison of the proportions
of national and foreign workers in self-employment
in 1999, or the most recent year for which data are avail-
able. In several OECD countries the proportion of for-
eign workers who are self-employed is much the same as
for nationals. This is the case, for instance, in Australia,
Canada, France, Germany and the United States. Self-
employed foreigners are proportionally more numerous
than self-employed nationals in the Czech Republic,
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Table5.4. Foreign employment by economic activity in OECD countries?
% of total foreign employment, 1998-1999 average

Agriculture and Mining . Wholesale, retail He@lth, Ffupl ic . .
fishing and . Congruction and . edgcmon qwd Houscholds  adminigtration  Other services Totd
manufacturing accommodation socia services and ETO

Austria 1.2 27.9* 12.3 25.0* 13.5 0.9 1.7 17.6* 100
Belgium 1.7 23.4* 8.9 22.6* 16.3 0.7 8.8 17.7* 100
Czech Republic 2.8 31.2* 12.3 21.6* 17.4* 0.0 3.8 10.9 100
Denmark 5.0 16.2 3.3 21.7* 30.3* 0.0 35 20.0* 100
Finland 4.2 15.8 53 24.6* 31.1* 0.0 0.4 18.7* 100
France 2.9 20.5* 16.7 18.3* 12.3 7.2 2.6 19.3* 100
Germany 1.6 35.3* 8.7 23.0* 15.0* 0.6 2.0 13.8 100
Greece 35 19.3* 26.6* 19.0 5.9 19.9* 0.8 5.0 100
lcdand 6.2 33.0* 1.1 14.8* 28.6* 0.0 5.4 10.9 100
Ireland 2.8 20.5 5.9 21.9* 22.5* 1.9 1.3 23.2* 100
Italy 6.0 29.0* 9.4 17.7* 11.1 10.4 3.0 13.4* 100
Japan 0.3 62.2* 20 8.2* .. .. .. 27.3* 100
Luxembourg 11 10.9 15.4* 20.5* 11.5 3.7 11.7 25.2* 100
Netherlands 2.7 24.1 4.4 20.7* 17.8 0.3 5.0 25.1* 100
Norway 1.6 16.9* 4.7 20.8* 33.3* 0.5 1.9 20.3* 100
Portugal 3.3 17.4 18.6* 24.3* 17.9* 6.1 1.8 10.6* 100
Spain 9.0 11.6 8.8 26.1* 14.2* 16.4* 1.3 12.5 100
Sweden 2.3 21.3* 21 22.0* 32.4* 0.0 1.9 18.1 100
Switzerland 1.0 23.5* 8.8 22.4* 21.9* 1.6 3.6 17.1 100
United Kingdom 1.6 19.3 7.1 19.8* 24.1* 0.5 6.0 21.6* 100
Australia 21 18.8 7.9 22.4* 16.1 3.2 3.1 26.4* 100
Canada 24 19.6 5.0 24.1* 24.6* .. 3.8 20.4* 100
Hungary 3.1 23.2* 6.2 25.7* 22.5* 0.0 3.4 16.0 100
United States 3.6 18.6 6.1 22.9* 2.2 2.0 20.8 23.7* 100

. Datanot available.
Note: The numbersin bold signify the sectors where foreigners are over-represented. The asterix (*) identifies the top three sectors of foreign employment.
a) For Australia, Canada, Hungary and the United States, the data refer to the foreign-born population.
Sources. EU labour force survey, data supplied by Eurostat; labour force survey, Australian Bureau of Statistics; Statistics Bureau, Japan; 1996 Census, Statistics Canada;
and Current Population Survey, US Bureau of the Census.

Norway, Sweden and the United Kingdom; in Austria,
Greece, Iceland, Italy, Portugal and Switzerland the
reverse is true. It is hard to account for the trends
observed without a more detailed analysis of the struc-
ture of self-employment in each individual OECD coun-
try.! A few explanations can nevertheless be put
forward: in some cases immigrants, in particular refu-
gees, faced with difficulties in entering the labour mar-
ket turn towards self-employment, mainly in
neighbourhood services (Denmark, Norway and
Sweden, for example); access to self-employment for
foreigners is sometimes hampered by the legislation in
force, largely designed with dependent employment in
mind (as is the case, for example, in Switzerland,
Austria and Luxembourg); in countries with a tradition
of immigration (the United Kingdom, Sweden and
Belgium, for example) the longstanding pattern of
migration may explain why more foreigners are self-
employed — they have in fact a greater ability to obtain
the funds necessary to set up independent activities;
finally, in the case of the Czech Republic, the extremely
liberal legislation (until recently) on immigrants taking

up self-employment accounts for the significant differ-
ence between the proportions of foreigners and nationals
with that labour market status.

In virtually all the European OECD countries
(Italy and Spain being the exceptions), the proportion of
immigrant or foreign workers of the total unemployed is
greater than their proportion of the labour force.
Chart 5.1, which relates to the most recent year for
which data are available, shows that the highest propor-
tions are in the Netherlands and Finland. In both of these
countries, foreigners are proportionately two and a half
times as numerous in the unemployment count as they
are in the labour force. The situation is almost as critical
in Belgium, Denmark, Portugal and Sweden.

Unemployment rates for foreign women are gener-
ally higher than for foreign men, except in Australia,
Austria, Germany, Hungary, Sweden and the United
Kingdom (see Table 5.3). Conversely, the disparity
between unemployment rates for nationals and foreign-
ers is more marked for men than for women. In the set-
tlement countries (Australia, Canada and the United
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Box 5.2. Where do undocumented immigrantswork?

While it is difficult to compile a precise list of al the different occupations practised by undocumented immigrants,
information from regul arisation programmes shows a far wider range of sectors than might be expected. A study of six OECD
countries [see OECD (2000b)] has identified the main sectors involved. These are agriculture, construction and civil engineering,
small-scale industry, tourism, hotels and catering, and services to households and to business, including computer services.

Accompanying the declining share of agriculture and industry in gross domestic product in most of the industrialised
countries, illegal immigrants have become very much involved in the services sector where their presence has coincided with a
rise in total employment. In countries such as France and Italy, skilled undocumented foreigners find work in science and
language teaching, as well asin hospita services, though usualy at much lower rates of pay than nationals. Seasonal tourism,
retail trading and catering, where long hours have to be worked, are other sources of employment. The growth in services to
businesses (such as equipment maintenance and servicing, caretaking) and services to households (such as child minding and
other domestic services) has also been favourable to undocumented workers.

The growth in outsourcing in most OECD countries is another recent trend which has favoured the recruitment of
undocumented immigrants. It has enabled firms in several sectors to evade their social security contributions as well as the
constraints imposed by labour legislation. The textile/clothing and building/civil engineering industries often use outsourcing,
as do services. This practice has led to what might be termed “false” dependent employment, whereby employees of an

outsourcing firm are effectively self-employed freelancers.

Illegal employment reflects to a certain degree the difficulty encountered in hiring certain categories of workers. It also

reflects the problems of dealing with the underground economy.

States) the disparity in unemployment rates for foreign-
born and native-born people are much narrower than
those in the European countries for foreigners and
nationals.

The scope for family members to take up employ-
ment in the host country (subject to certain conditions)
supplements the number of labour market entrants. Many
of them have difficulty in securing their first job in the
host country. The recent increases in other categories of
inflow have also contributed to swelling the figures for
foreign unemployment, especially as in a number of
OECD countries labour market conditions are relatively
unfavourable for low-skilled workers. For example, for-
eigners admitted as refugees or asylum seekers face
(when allowed to take up employment) considerable dif-
ficulties in some host countries in finding work (due in
particular to language problems) in the early years of their
stay. This may account for the high rates of unemploy-
ment amongst foreigners observed in Denmark, Norway
and Sweden, countries where the annual flows of refugees
or asylum seekers are relatively high compared with other
admission categories. A period of adjustment is in some
cases needed before immigrants succeed in integrating
into the labour market of the host country. This can be due
to the need to become more familiar with the language
and how to deal with government services, learn modes of
access to the labour market (job search methods) or adjust
to the prevailing work conditions. All these factors are
decisive in obtaining and keeping a job.

II. Foreign employment and short-term
labour market equilibrium

Migration movements are the combined outcome of
two mechanisms that may be presented as pull and push
factors.? The latter stem from the behaviour of migrants
who wish to leave their countries of origin on account of
adverse economic, social and/or political conditions there.
On the demand side, the requirements of labour markets
in host countries predominate, even though immigration
flows include categories admitted on humanitarian
grounds (annual refugee quotas, asylum seekers) or social
grounds (settlement migration, family reunion). As a gen-
eral rule, the host countries attach great importance in
their migration policies to smoothing imbal ances between
labour supply and demand and to meeting longer term
needs. For their part, migrants make a selection from the
various destinations open to them chiefly on the basis of
the conditions prevailing in individual countries, in par-
ticular the scope for obtaining employment. Other crite-
rig, in particular pre-existing social networks as well as
cultura and linguistic ties, influence both the decision to
emigrate and the choice of destination.

The question that arises, accordingly, is the extent to
which migration movements coincide with fluctuationsin
the demand for labour in host countries. Can migration
policy be successfully designed in such away as to meet
labour market needs? What are the chief limitations on an
approach of this kind?
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Table5.5. Employment distribution by type of occupation

Percentage of the employed, 1998-99 average®®

Foreign employment Total employment
Blue collar White collar Blue collar White collar
Austria 67.1 21.8 40.8 45.8
Belgium 41.6 47.1 320 57.3
Czech Republic 50.8 337 44.8 42.8
Denmark 40.8 46.8 33.6 50.6
Finland 40.2 41.2 35.7 52.1
France 62.7 25.8 371 50.2
Germany 55.9 29.9 36.1 52.3
Greece 78.3 9.8 47.1 40.2
Hungary 28.5 56.2 45.6 40.2
lcdland 50.9 312 37.6 43.1
Ireland 27.6 58.6 39.1 46.7
Italy 62.0 255 417 25
Luxembourg 434 45.0 34.6 55.7
Netherlands 40.0 50.5 27.0 60.3
Norway 305 51.1 30.0 50.7
Portugal 51.3 30.9 56.5 29.9
Spain 47.8 357 47.6 38.5
Sweden 38.4 41.2 30.6 51.3
Switzerland 38.6 459 309 55.8
United Kingdom 23.0 58.3 29.1 56.0
Australia 34.2 57.9 316 58.5
Canada 22.7 67.7 21.6 69.1
Japan 70.9 22.8 334 36.5
United States 339 46.5 26.8 59.3

Note: In terms of the ISCO-88 system, blue-collar workers are defined as craft and related trades workers, plant and machine operators and assemblers and elementary
occupations (Major Group 7/8/9); and white-collar workers include legisators, senior officials and managers, professionals, technicians and associate professionals
and clerks (Major Groups 1/2/3/4). The total labour force also includes service workers and shop and market sales workers and skilled agriculture and fishery
workers (Major Groups 5/6). With respect to Australia, Canada, Japan and the United States a different classification system of occupations was available. Some

differences exist between these classifications systems and | SCO-88.

a) Datafor Australia, Canada, Hungary and the United States refer to foreign-born individuals.

b) Datafor Canada refer to 1996, Hungary to 1999 and Australia and Japan to 2000.

Sources. EU labour force survey, data provided by Eurostat; Labour force survey, Australian Bureau of Statistics; Statistics Bureau, Japan; 1996 Census, Statistics Canada;

Current Population Survey, US Bureau of the Census.

Following World Wer 11, in particular from the mid-
1950s onwards, a number of European countries estab-
lished programmes to admit large numbers of foreign
workers in order to cope with their increased need for
labour. These immigration flows were organised under
guest worker programmes; the foreigners admitted under
these arrangements generally had temporary status.
Belgium, France, Germany, the Netherlands, Switzerland
and the United Kingdom were particularly involved at
that period. The resident foreign population in Western
Europe doubled between 1950 and 1970, from 5 to
10 million; by 1982 it had reached 15 million.?

In the wake of the first oil crisis, the majority of
European countries suspended the immigration of new
foreign workers. Against expectations, earlier waves of
immigrants did not return to their countries of origin. This
was due in particular to the even worse economic situations

prevailing in them and the fear that they would be unable
to return later to the host country. The foreign population
continued to rise as aresult of natural increase and family
reunion flows.* During this period, the main settlement
countries (i.e. Australia, Canada and the United States)
continued to conduct active and open migration policies
with regard to workers and their families.

Chart 5.2 illustrates the historical trends from
1960 onwards for selected OECD countries. Each sec-
tion of this figure presents the net migration rates, the
rate of growth in total employment and a conjunctural
indicator defined as the deviation of per capita GDP
from its estimated trend level for the whole of the
period 1965-95. It highlights the links between these
series and thereby indicates the extent to which migra-
tion flows have matched the economic cycle and
fluctuations in labour demand.
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Table5.6. Disparity of the foreign employment distribution by economic activity?

1983° 1994-95° 1998-99¢
Austria . 21.6 20.4
Belgium 21.7 211 14.4
Czech Republic .. .. 10.0
Denmark 16.3 13.9 10.4
Finland . 21.1 16.7
France 24.2 19.9 18.4
Germany 22.9 25.0 19.3
Greece . 28.3 374
Iceland . 22.6 215
Ireland 224 17.3 15.0
Italy 11.3 9.9
Luxembourg 76.6 755
Netherlands 16.7 138
Norway 16.8 12.3
Portugal 20.9 23.0
Spain . 254 185
Sweden 15.4 10.3 10.0
Switzerland .. .. 181
United Kingdom 11.3 1.7 12.6
Australia 12.8 9.8 9.5
Canada 11.9 8.7 .
Hungary . . 16.6
United States 89 6.5 6.2

. Datanot available.

Note: The disparity indicator is defined as the sum over all sectors of (|p.-q)/2, where p; and g; represent the share of sector i in foreign employment and national
employment respectively. This indicator gives the percentage of foreign workersin “foreign” sectors who would have to be reallocated to the “ national” sectors to
make the distribution of employment by sector the same for foreigners as for nationals. A sector is considered “foreign” if the share of foreign employment in the

sector is greater than that of foreign employment in total employment.

a) For Australia, Canada, Hungary and the United States, the data refer to the foreign-born population.
b) For Canada datarefer to 1991, for Sweden 1982 and for the United States the data refer to 1980.
c) For Austria, Finland, Iceland and Sweden datarefer to 1995. For Canada and Australia the data refer to 1996.

d) For Hungary datarefer to 1999 and for Australia the data refer to 2000.

Sources. See Table 5.3, except for the United States: Current Population Survey, US Bureau of the Census.

The first finding is the apparent parallelism of the
macroeconomic and migration series over the first part of
the period for the European countries considered. Until
the end of the 1970s, migration flows moved in parallel
with the conjunctural indicators in Germany, the
Netherlands, Sweden and the United Kingdom, and to a
lesser extent in Australia. Thiswasin fairly marked con-
trast with Canada and the United States, where the vari-
ables do not appear to have been directly linked. From the
early 1980s, on the other hand, disparate trends are found
for all countries. Even though the reasons may differ from
one country to another, this points to the difficulty in con-
trolling migration flows, to programme them, and to keep
them in parallel over the long term with changing
requirements in the labour market.’

It should be noted that a significant proportion of
migration movements are not undertaken directly for eco-
nomic reasons. Over the course of the 1990s, family reunion
accounted on average for over 50 per cent of al inflowsto
Canada, France, Sweden and the United States. The admis-
sion of refugees and asylum seekers is another form of

movement which is normally independent of economic
trends in the host country. This is the predominant
component of migration particularly in the Nordic countries.

A further argument, the return of immigrants, may
also be advanced to account for the imperfect way that net
migration adjusts to economic trends in the host country.
Migrants consider their decision of whether or not to
return to their country of origin in the same way as the
initial decision of whether or not to leave. Migrants con-
sidering leaving their host country will compare their cur-
rent circumstances with the position they could expect to
face if they returned home or moved on elsewhere. They
also need to bear in mind any fixed costs (settlement,
reinsertion, loss of social capital, etc.) and their expecta-
tions of trends in economic and social conditions over the
medium term. Even when the economic environment in
the host country deteriorates severely, a decision not to
return home may still be rational. That the possibility of
readmission to the host country should reinsertion at
home fail is frequently limited (when not inexistent) rein-
forcestheinclination to stay. Thereislittleinformation on

© OECD 2001
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Table5.7. Employment status by nationality, 19992 P

Thousands and percentage of total

Nationals Foreigners
Total employment Self-employed Total employment Self-employed
in thousands as % of total employment in thousands as % of total employment
Austria 3342 145 336 52
Belgium 3682 17.3 306 17.2
Czech Republic 4692 144 24 22.2
Denmark 2644 9.3 63 8.6
Finland 2310 13.8 23 12.4
France 21529 12.3 1225 10.3
Germany 33175 10.9 2914 9.8
Greece 3789 43.0 150 8.7
Iceland 148 18.3 3 77
Ireland 1534 19.0 53 19.7
Italy 20 407 284 210 185
Luxembourg 104 10.8 73 6.7
Netherlands 7 365 11.5 239 10.0
Norway 2187 7.7 65 9.1
Portugal 4732 27.0 56 20.6
Spain 13 582 21.7 174 22.6
Sweden 3905 11.4 149 12.5
Switzerland 3084 20.3 756 8.9
United Kingdom 26 286 12.0 1020 14.1
Australia 8491 14.0 . .
Canada 10726 9.1 2541 10.4
United States 115079 8.8 17 100 7.3

. Datanot available.

a) For Australia, Canada and the United States, the datarefer to the foreign-born popul ation.

b) For Canadadatarefer to 1996.
Sources. See Table5.3.

return migration flows, but in the United States, for exam-
ple, it is estimated that around 25 per cent of immigrants
go back to their countries of origin. In any case, it isfar
easier to control admissions than monitor departures, and
so it is hard to completely control the scale and composi-
tion of net migration.

Quite aside from the difficulties in controlling
immigration flows (see above, with regard to undocu-
mented entries, and OECD, 2000b), other questions arise
when considering the introduction of a selective policy of
labour immigration. These questions relatein particular to
the needs: i) to identify short and medium-term require-
ments by types of skill; ii) to define criteria for identify-
ing the “right candidates’; iii) to assess the candidates’
capabilities; and iv) to offer an environment that is suffi-
ciently attractive to draw in the target group. That entails
a trade-off between the sophistication and the speed of
selection procedures, an essential element in the effective-
ness of migration policies that seek to meet labour market
requirements. Last, the reception of new immigrants may

also raise difficulties in terms of the supply of accommo-
dation and welfare services. These constraints necessarily
increase labour demand in those sectors, and hence corre-
spondingly reduce the net contribution to the labour
market from the new inflow of foreign labour.

These general observations highlight the difficulties
that may occur in applying a migration policy whose chief
aim is to respond to the short-term needs of the labour
market. Admission of temporary workers is nonetheless
still widespread in OECD countries, even in Australia,
Canada and the United States which give priority to the
permanent settlement of migrants (see Table 5.2).

Given the particular characteristics of foreign or
immigrant labour, in terms of skills, demographic profile
and sectoral distribution, it seems likely that the employ-
ment of foreigners does play a special role in the equilib-
rium and dynamics of the labour market. How does the
employment of foreigners respond to cyclical fluctua-
tions? Are the adjustments that the foreign workforce has
to make different from those facing nationals? In what
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Chart 5.1. Share of foreigners in total unemployment relative to their share
in the labour force
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a) For Australia, Canada, Hungary and the United States, the data refer to the foreign-born population.
b) For Canada, the data refer to 1996. For the United States, the data refer to 1998 and, for Australia, Hungary and the Czech Republic, the data refer to 1999.

Sources: See Table 5.3.

ways does the use of foreign labour assist |abour market
adjustment?

Over the past twenty years, most OECD countries
have experienced two periods of recession. The first
occurred in the early 1980s, in response to the second oil
shock. Between 1979 and 1983 the average rate of unem-
ployment across the OECD area as a whole rose from
5.2 per cent to over 8.5 per cent. The second recession, in
the early 1990s, though appreciably less severe had acon-
siderable impact on the labour market as the demand for
labour reacted more swiftly to the downturn.

How is the employment of foreigners affected when
economic activity declines? Does foreign labour play a
special buffer role on the labour market during a recession,
and what are the possible mechanisms at work?

A. Foreign workersin periods of recession

The earlier analysis showed the ways in which the
employment of immigrants or foreigners differs from that
of nationals in OECD Member countries. The features
highlighted stem both from the history of successive
waves of migration (main countries of origin, skills and
work experience of migrants, demographic profile, knowl-
edge of the host country’s language) and differences in

institutional structures (regulations governing access to
the labour market and setting up businesses, etc.) which
determine the employability of the foreign labour force.

In particular, and although the distribution of for-
eign labour by sectors of activity isincreasingly converg-
ing with that of the remainder of the labour force (see
Tables5.4 and 5.6), it is still slightly over-represented in
those sectors which are the most sensitive to cyclical
downturns (notably construction and retailing).®

For all of the countries under consideration, the for-
eign labour force is on average relatively less skilled than
that of nationals (see Table 5.8) and foreign workers are
more concentrated than nationals in the lowest socio-
professional categories (see Table 5.5). These characteris-
ticsare asageneral rule also linked with greater volatility
of employment in response to cyclical fluctuations.

These general points al help to explain why, during
arecession, foreigners are, in some OECD Member coun-
tries, proportionally more affected than nationals by
unemployment. Table 5.9 illustrates this phenomenon. It
shows for the three main European countries of immigra-
tion and Australia,” during the most recent period of
recession, the trend in the relative share of foreignersin
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Chart 5.2. Net migration rate and the business cycle in selected OECD countries,

1960-1995
— Net migration rate (per 1 000) = === % total employment change — Net migration rate, national not included
===+ Net migration rate (developped countries) (per 1 000) = Business indicator (right scale) (only Germany) (per 1 000)
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Table5.8. Foreign and national adult populations classified by level of education
in selected OECD countries?

1995-1998 average, percentages

Lower secondary Upper secondary Third level
Foreigners Nationals Foreigners Nationals Foreigners Nationals
United States” 35.0 15.7 24.1 35.0 40.9 49.3
Germany 48.5 13.2 37.0 62.2 144 24.6
France 63.3 334 22.9 454 13.8 211
Italy 47.1 56.3 38.3 34.3 14.6 9.3
United Kingdom 65.1 439 14.7 325 20.2 23.7
Canada® 22.2 23.1 54.9 60.3 22.9 16.6
Sweden 30.8 204 415 50.3 27.7 29.3

a) The educational attainment classification is defined as follows: lower secondary refers to pre-primary education or none, primary or lower secondary; upper secondary
refersto upper secondary education or post-secondary non tertiary education; third level refersto tertiary education.

b) Foreign-born and native populations aged 25 and over. Lower secondary refersto less than high school diploma, upper secondary refers to high school diplomaand third
level refers to some college or more.

¢) Foreign-born and native populations aged 25 to 44. Lower secondary refers to below grade 9, upper secondary refers to grades 9 to 13 and third level refers to some

post-secondary education plus university degrees.

Sources. EU labour force survey, data provided by Eurostat; Statistics Canada; US Bureau of the Census.

unemployment in comparison to the proportion of the
labour force for which they account.

There are many reasons why foreigners in some
OECD countries are more vulnerable to unemployment
than nationals. Among other things, it reflects the lesser
employability of this category of labour, and is accentu-
ated in certain countries during periods of recession, as
well asin countries faced with a growing number of asy-
lum seekers. Data obtained from the European employ-
ment survey enable one to estimate the determinants of
the probability of being in work or available for work
(age, gender, level of education, place of birth and nation-
ality). These estimates (see Annex 5.B) indicate that,
ceteris paribus, foreigners have a greater probability of
being non-active or looking for work whatever their coun-
try of residence, with the exception of Greece, Ireland,
Italy and Spain (countries in which labour immigration

Table5.9. Shareof foreigners
in total unemployment relativeto their share
in thelabour force during arecessionary period?®

Annua growth of theratio

Period? during the period (%)
Australia 1990-1992 3.7
France 1991-1994 19
Germany 1991-1994 39
United Kingdom 1989-1992 5.0

a) For Austraiathe datarefer to the foreign-born population.

b) The period of recession is determined by estimates of the business cycle
produced by the OECD (Economic Cycle Research Institute in the case of
Australia).

Sources: See Table5.3.

predominates) and Luxembourg (where immigration
flows originate overwhelmingly from other European
Union countries).® Foreigners born in a European Union
country are less directly affected.

Foreigners are also over-represented among the
long-term unemployed (see Chart 5.3). In France, for
example, nearly 57 per cent of jobless foreigners have
been out of work for more than a year, as compared with
less than 43 per cent for French nationals. A similar situ-
ation is obtained in Australia and Canada, but not in the
recent immigration countries in Southern Europe (Greece,
Italy, Portugal, Spain) where migration for employment
purposes predominates.

Access to self-employment is sometimes seen as a
way out of insecurity and a means of socia promotion. In
some countries migrants have been very active in the
entrepreneurial sector and have greatly contributed to the
development of economic activity and to reducing labour
market disequilibria during recessions. Several factors
may explain why, ceteris paribus, migrants have a greater
propensity to create their own businesses. These include
self-selection [See Stark (1991); Borjas (1987); or
Chiswick (2000)], community arrangements and barriers
to salaried employment (see above). Measures could cer-
tainly be introduced in a number of countries to promote the
development of such activities by the foreign labour force, in
particular by simplifying administrative procedures and
facilitating access to credit.

During periods of marked labour market imbalances,
as have occurred over the past two decades in some Euro-
pean countries, some people have at times sought to estab-
lish a causal link between immigration and unemployment.

© OECD 2001
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Chart 5.3. Percentage of long-term unemployment by nationality
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a) Data for Australia and Canada refer to the foreign-born population.

b) Total population includes those individuals aged 15 and over with the exception of Australia (15-64).
Sources: EU labour force survey, figures provided by Eurostat; Labour force survey, Australian Bureau of Statistics; 1996 Census, Statistics Canada.

Chart 5.4 shows OECD countries classified in terms of
their unemployment rates and the relative sizes of their
foreign populations, though this is no proof in itself. In
countries such as Finland and Spain, where unemploy-
ment rates are relatively high, foreigners account for very
low proportions of the total population. Annex 5.C, pre-
sented in the form of a synoptic table, sets out the main
findings from a dozen empirical studies in various OECD
countries, covering different periods and using a range of
econometric methods to seek to uncover any link. None
of this research has come to any really significant conclu-
sions. There are several reasons for this. Firstly, new
immigrants are also consumers and the satisfaction of
their needs entail s expanded employment. They accord-
ingly raise the demand for goods and services (notably
accommodation and food), whether or not they subse-
quently raise the labour supply. Secondly, except in very
special circumstances such as the repatriations from
Algeriato France in 1962, from Angolato Portuga in the
early 1970s and the arrivals of Cubansin Miami in 1980,
the inflows are extremely small compared to the labour
force aready in the country. Finaly, most of the research

which has made empirical estimates, generally concludes
that immigrant or foreign labour is complementary to,
rather than a substitute for, that of nationals.’

Most of the econometric studies undertaken in the
United States, Australia and in Europe have concluded
that immigration does not lead to a decrease in the
incomes of nationals. These conclusions are al the more
robust for having been based on a wide variety of data
sources and methodological approaches. Studies show
that the impact of foreigners on the labour market is
always positive for all categories of labour with the
exception in the case of the United States of earlier
migrant waves and in Europe of some low-skilled
groups.'® Given that the labour market characteristics of
settled and recently arrived immigrants are similar, they
arein direct competition. Nevertheless, though the impact
can be negative it is very small.

In conclusion, while immigration can certainly not
be held responsible for labour market disequilibria, for-
eign workers in some OECD Member countries do seem
relatively more vulnerable to cyclical downturns. It
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—— Chart 5.4. Foreign population and the unemployment rate in some OECD countries, 19982
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a) For Australia, Canada, Hungary and the United States, the data refer to the foreign-born population.

Sources: See Table 5.4.

should nevertheless be noted that the relative size of the
stocks of foreign and national labour, as well as statutory
safeguards against discrimination, restrict the influence of
this mechanism.

B. The employment of foreigners during economic
upturns

Since the mid-1990s there has been a sustained
development of activity in most of the OECD countries,
together with a decline in unemployment rates, notably in
the European Union countries. In 1999 and 2000 respec-
tively there were falls of three-tenths and five-tenths of a
point in the average rate of unemployment across the
area. Thistrend, which may continue over coming years,
possibly at amore moderate pace (see OECD, 2000c) will
necessarily have effects on the employment of foreigners
and immigrants. Against this background, a number of
OECD countries are considering the possibility of making
greater use of immigration as a means of coping with
labour shortages and holding down inflationary pressures.

To what extent does the employment of foreigners
play arole in total employment creation during economic
recoveries? How does it affect the sectoral and geograph-
ical mobility of the labour force? Should there be system-
atic recourse to immigration to cope with labour

shortages? What are the limitations and the alternatives to
such an approach?

When the change in the total number of foreigners
employed is compared to that in total employment from
the year in which the most recent economic recovery
started in selected OECD countries,!! the trend in the
employment of foreigners displays more marked fluctua-
tions than total employment (see Chart 5.5). In particular,
the recovery in Italy, Spain, Portuga and Ireland has been
accompanied by stronger growth in the employment of
foreigners. The latter two countries have been faced over
the last decade with reversals in migration flows, and
during the second half of this period have experienced
particularly sustained growth in labour demand.

In Belgium, France, Germany, the Netherlands and
the United Kingdom, the economic recovery appears to
have been less favourable to foreigners. In the case of
France, with the exception of 1995, the number of for-
eigners employed declined continuously over the period
studied. In Australia, the trend in the employment of
foreigners has followed the economic cycle.

Sectoral analysis of the changes in total and foreign
employment between 1994-95 and 1998-99 for a number of
European countries and some other OECD Members com-
pletes this panorama (see Chart 5.6). We can distinguish an
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Chart 5.5. Changes in foreign and total em

ployment during economic recoveries
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initial group of countries, including the new countries of
immigration in Southern Europe (Italy, Greece, Portugal,
Spain) and Ireland, where the employment of foreigners
rose in al sectors. The United Kingdom could be placed
in this group, though the employment of foreigners has
grown more markedly in services as is the case in

Switzerland. A second group of countries includes those
with alonger-standing tradition of immigration such as
Austria, Belgium, France, Germany and the Netherlands.
Here foreign labour has been reassigned to sectors where
it had previously been relatively under-represented. This
is the case in particular with the agricultural sector in
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Belgium and the Netherlands and with households ser-
vices and “other services” in Austria, France and

Germany. The process goes hand in hand with a greater
concentration of nationals in sectors concerned with sales,
new technological developments and social services.

Foreign labour accordingly seems to have a twofold
impact on the equilibrium and dynamics of the labour
market in periods of expansion. It provides aresponse to
greater demand for labour, in particular at periods when it
isrising very strongly. Further, it assists the reassignment
of nationals employment to more dynamic and attractive
sectors. The latter effect ties in with the theory of labour
market segmentation [see Piore (1979)], under which
activities at the bottom of the social scale exert little
attraction and display chronic labour shortages, which
foreign workers are ready to fill.

In countries where the geographical and sectoral
mobility of the native population is limited, foreign work-
ers may also introduce greater flexibility to the labour
market and hence assist its development. Thisisin partic-
ular the case in European Union countries, where intra-
regional mobility remains low despite the fact that work-
ers are free to move and settle (see Table 5.10).'* Foreign
workers are often more mobile than their national coun-
terparts, because they are on average younger and tend to
have fewer family attachments in the host country. The
self-selecting aspect of the migration process may also
help explain why, ceteris paribus, the foreign population
is generally relatively more geographically mobile
[see Stark (1991); Borjas (1987); or Chiswick (2000)].

Admitting further flows of immigrants to attenuate
labour market shortages is regularly mentioned during
economic upturns. In current circumstances, the issue of
relaxing the conditions for recruiting foreign workersis
being increasingly broached, notably in the United States
and Canada but in Europe as well, where in some cases
unemployment rates remain high. It is aso being debated
in Asia, more especialy for skilled labour (see below).

What circumstances would warrant complementing
attempts to relieve tensions in the labour market by the
increased use of immigration?

Before seeking to respond to this question, the dis-
tinction should be drawn between absolute and relative
shortages [see Bohning (1996)]. We can speak of an abso-
lute labour shortage when the skills required are not
immediately available, either because they are already in
use or because they do not exist. Some current labour
shortages in OECD countries, in particular for specialised
posts in new technology, may fall in this category. We can
speak of relative labour shortages when incentives such as

increased wages or improved work conditions can be
expected to draw out a potentially available labour supply.

The extent of labour market tensions is primarily a
function of the pace of economic growth and the potential
reserves of labour. When growth is slow, as was the case
during the 1980s except for Korea and to a lesser degree
for Japan and Australia, labour market equilibrium is
more easily attained and the expectations of economic
agents progressively adjust. In periods of rapid growth, by
contrast, equilibrium can be difficult to attain. For exam-
ple, some workers upgrade their expectations and require-
ments and tend to move away from the least attractive and
least rewarded activities. In this context, employers usu-
ally turn to contract and/or temporary labour, and to
immigration, to maintain growth in their business and off-
set the pace of adjustment in the labour market.'® Initially,
they seek to shield themselves from any downturn in the
economy. That such a strategy is implemented would
appear to be confirmed by the increase in the immigration
of temporary foreign workers (see above).

In situations of absolute labour shortages, the prin-
cipal short-term remedy would indeed appear to be
increased admissions of foreign workers; other solutions
can be envisaged in the case of relative shortages. Mobil-
ising resident labour, either unemployed or non-active,
productivity gains and to some extent relocating labour-
intensive activities, notably those which are intensive in
their use of unskilled-labour, can be expected to relieve
relative labour shortages. The difficulties encountered in
implementing a policy designed to programme migration
flows over the long term as a function of labour market
reguirements justify the consideration of al other possible
means of adjustment.

In conclusion, it seems clear that the employment
of foreigners cannot by itself resolve all the cyclical
disequilibria observed in the labour market.

[I1. Foreign employment and long-term
labour market equilibrium

Projected population trends in OECD Member
countries through to 2050 give rise to questions of two
very different kinds. We first have the possibility of afall
in the total population of these countries; then thereis
marked population ageing, in other words an increase in
the dependency ratio, defined as the ratio of over-65s to
those of working age (15-64 years of age). United Nations
projections, assuming zero net immigration, estimate that
the populations of Europe and Japan will have fallen
by 12 and 17 per cent respectively by 2050. In the United
States the proportion of elderly people is expected to go
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Chart 5.6. Growth of foreign and total employment by economic activity
between 1994-1995 and 1998-19994 »
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Table 5.10.

I ntra-European mobility of EU citizens, 1997

Immigration flows by nationality in per cent of total inflows of EU citizens

Receiving country

Nationality Luxembourg Portugd Belgium  Spain Kﬁjnr;:j%jm Denmark Netherlands Germany Sweden Austria  Greece  Finland  France
Augtria 04 0.7 0.9 16 12 18 1.7 7.0 11 - 32 14 13
Belgium 16.7 4.6 - 6.5 0.8 17 9.6 13 0.9 12 3.0 11 6.4
Denmark 20 12 16 17 20 - 19 1.7 14.3 15 4.0 4.9 14
Finland 15 10 15 25 4.6 5.0 21 21 39.7 21 3.0 - 0.9
France 234 12.2 255 13.6 33.9 9.6 94 95 5.0 5.6 11.6 6.4 -
Germany 95 23.0 11.3 29.1 12.7 204 25.6 - 133 51.1 26.4 104 9.9
Greece 11 0.1 22 0.2 14.7 11 35 11.0 2.8 4.2 - 19 1.2
Irdland 11 13 12 0.8 23 19 32 2.6 16 10 10 0.9 21
Italy 6.9 6.1 10.0 10.1 4.3 6.7 6.6 26.2 2.8 11.0 8.7 42 13.8
Luxembourg - 0.1 0.8 0.1 - - 0.1 0.4 0.1 0.1 0.1 0.0 0.2
Netherlands 3.6 10.8 22.8 55 7.7 8.0 - 4.7 38 4.4 7.0 38 34
Portugal 259 - 59 6.9 35 10 34 17.7 0.7 45 04 0.3 36.4
Spain 18 17.1 42 - 53 6.2 5.6 4.9 22 23 0.9 3.6 8.1
Sweden 19 22 23 23 71 189 2.8 24 - 35 58 48.3 22
United Kingdom 42 19.7 9.8 19.1 - 17.6 24.4 85 11.7 75 249 12.8 12.7
Total 100.0 100.0 100.0 100.0 1000 1000 100.0 100.0 1000 1000 100.0 1000 100.0
In percent of total

inflows of foreigners 78.3 59.0 56.0 39.1 323 27.6 25.0 24.5 214 20.2 175 17.0 9.7
Share of EU citizens

intotal population

in percent 30.0 0.3 4.7 0.3 14 0.8 14 23 21 11 0.2 0.2 20
— Not applicable.

Source:  Eurostat, New Cronos database.

on rising.!* This is the outcome of a decline in fertility,
generally to below the generational replacement rate
(i.e. fewer than 2.1 children per woman) and of welcome
increases in life expectancy.

A. Immigration and demographic ageing

Recourse to immigration to relieve demographic
imbalances has the advantage of an immediate and rela-
tively significant impact on the labour force, given that
the incomers are typically younger and more mobile. In
addition, in some OECD Member countries and for cer-
tain nationalities, the fertility rate of immigrant women is
often high, which contributes (though to a limited degree)
to population growth. At the same time, there are political
and practical constraints on the shaping and application of
migration policy designed to alter the demographic struc-
ture. This is because a number of factors limit control
over inflows (agreements on free movement, persistence
of illegal immigration, admission on family reunion or
humanitarian grounds) and outflows. Finally, the expected
consequences of immigration also depends on the nature
of the flows (legal or illegal, temporary or permanent).

While immigration may for a time help to prevent
population decline, it cannot be expected to have more
than a marginal impact on the projected disequilibriain

the age structure [ Tapinos (2000)]. An increase in the for-
eign population will not, on its own, resolve the problem
of population ageing. One could go as far as to say that
the scale of the simulations carried out by the UN pro-
vides proof, a contrario, due to the magnitude of the
flows involved, that no “migration solution” is possible
(see United Nations, 2000). But we may consider how to
shape migration policy so that it contributes, inter alia, to
the aim of facilitating labour market adjustment and mod-
erating the effects of population ageing.

For the time being, the introduction of special pro-
grammes for admitting temporary workers in order to
increase the labour supply directly seems to be preferred
to permanent immigration policies in the European
OECD countries. Some countries, less directly affected by
population ageing, already take an overall and co-ordinated
approach to immigration (notably Australia, Canada and
New Zealand), including selective age-related criteria for
some categories of immigrants. Others do not explicitly
apply age criteria, but their immigration rules and prac-
tices have implications for the age distribution of entrants.
One example is the system of family preferences in the
United States. Another example, in Europe in particular,
is the use of regularisation programmes, which very
largely concern people of working age only. Finally, if
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other countries were to decide to adopt a policy of perma-
nent immigration, they would have to introduce new pro-
grammes and amend the content and objectives of their
migration policy accordingly.

The contribution of immigration to long-term
growth is not confined to its quantitative impact on
increases in the labour force; it is also reflected in its
qualitative impact in terms of human capital accumula-
tion. A proportion of immigrants possess relatively high
qualifications and levels of professional experience which
they can exploit to varying degrees in the host country
[Friedberg (2000)].

B. Immigration and human capital

In the present context of growth in OECD Member
countries the demand for skilled and highly skilled labour
has been increasing. Labour shortages are particularly
marked in information and communications technologies;
it has been estimated that this shortage amounts to some
850 000 technical staff in the United States and nearly
2 million in Europe [OECD (2000a)].

Most OECD Member countries have in fact already
amended their legislation in order to facilitate the admis-
sion of foreign specialists, in particular in high technology
fields (see Annex 5.D). These measures are composed of
five principal elements:

. Relaxing any quantitative constraints that apply.
The United States raised the annual quota of H1B
visas reserved for professionals and skilled workers
by nearly 70 per cent in 2000. Over the coming
three fiscal years, 195 000 people can be granted
temporary admission to the country under this pro-
gramme. In addition, the 7 per cent ceiling on the
proportion of visas going to nationals of any given
country has been lifted (see Table 5.11).

. Setting up special programmes for shortage occupa-
tions. The German government has indtituted a “green
card” programme under which 20 000 computer and
information technology specialists may be allowed
to enter Germany to work for up to five years. The

Table5.11. H 1B visas. limitsand visasissued (excluding dependants)

authorities had initially stated that they chiefly
hoped to receive Indian nationals, but by the end of
the first three months of the process over half the
5 000 applications had come from nationals of
central and eastern European countries and Russia.

Facilitating recruitment conditions or procedures and
relaxing criteria for issuing employment visas for
highly skilled workers. Since 1998, France has been
applying asmplified system for computer specidists,
under which reference to the employment situation is
no longer required. The United Kingdom now applies
simplified fast-track procedures for issuing work per-
mits for certain occupations and has extended the list
of shortage occupations. Australia has decided to
amend its points systems for permanent immigrants,
giving more weight to a number of skillsincluding
those in new technology fields. New Zealand is con-
sidering introducing a system of visa applications via
the Internet, with the aim of attracting computer pro-
fessionals very quickly. In Japan visa renewals have
been facilitated and conditions for family reunion
relaxed for certain categories of highly qualified
workers. In Korea, skilled workers can now stay in
the country permanently.

Increasing non-wage incentives for skilled foreign
workers. Many companies are granting additional
paid leave to new skilled and highly skilled recruits.
They are a'so making available to them free access
to welfare and recreational facilities, and in some
cases even accommodeation.

Allowing foreign students to change status at the
end of their course and thereby enter the labour
market. In the United States, the majority of new
recipients of H1B visas are students already resid-
ing in the country. In Germany and Switzerland,
students are no longer compelled to leave at the
end of their course and may apply for an employ-
ment visa. In Australia students who apply for per-
manent residence within six months of graduation
are exempt from the normal requirements relating
to work experience.

1992 1994 1996 1998 1999 2000 2001-03 2004
Limit 65 000 65 000 65 000 65 000 115 000 195 000 195 000 65 000
Number i ssued 48 645 60 279 55141 Reached Reached Reached
in September in June in March

Source:  Immigration and Naturalization Service, US Department of Justice.
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Increased reliance on foreign workers is neverthe-
less subject to certain limits. Their salaries, at identical
skill levels must be the same as those of nationals. L abour
market tests are lifted only rarely. There also exist, in
France and Germany for example, minimum salaries
beneath which the worker’s entry is not automatic. The
issue of reforming education and professional training
systems is also the subject of debate in many OECD
countries concerned by labour shortages in new technol-
ogy sectors. Measures in the course of preparation aim to
increase over the medium-term the supply of resident
workers qualified in these fields. An important issue of
discussion is whether, or to what extent, the massive
intake of highly qualified immigrants could have a nega-
tive impact on the development of emerging economies
through the “brain drain” effect.

In this context of global shortages of skilled and
highly skilled labour, a number of countries are concerned
about emigration by their own specialists. Canada, France
and Sweden in particular have expressed concerns in this
regard. Governments sometimes attempt to persuade their
residents to remain in the country through tax incentives,
for example by reducing the rates applicable to higher
incomes. The scope of these measures is limited, how-
ever, especially given that some countries have very
attractive tax regimes and offer non-wage benefits to
foreign workers (see above).””

It is sometimes asked whether international migra-
tion has in fact become globalised in the image of the
growing liberalisation of trade and capital movements.
From a detailed review of overall trends in the interna-
tional mobility of persons over the last thirty years, and
from migration policy analysis, the answer is largely
“No” [Tapinos and Delaunay (2000)]. But research find-
ings do point the other way for the skilled and highly
skilled segments. For example, Cobb-Clark and Connolly
(1996) showed that demand for immigration visas in
skilled categories was directly influenced in Australia by
the scale of skilled immigration into Canada and the
United States. Apart from the demand effects associated
with the development of new technology, various other
factors account for the special mobility of skilled labour:
lower transport and communications costs; wider knowl-
edge of foreign languages; the use of English as aworld
language, accelerated by the internationalisation of busi-
ness; and, finally, enhanced access to information, via the
Internet, in particular with regard to employment openings
and the ingtitutional conditions of mobility.

In this context, the integration of labour markets
within the OECD Member countries accordingly appears,
at this level at least, to be proceeding via competition
among host countries rather than through special forms of
co-operation. This observation also applies to the Euro-
pean Union countries, which are endeavouring to frame a
common immigration policy.
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NOTES

. For more detailed analysis, reference may be made to Le
(2000) or Campbell, Fincher and Webber (1991) for Audtralia;
Mata and Pendakur (1999) or Beaujot, Maxim and Hao
(1994) for Canada; and Borjas (1986), Evans (1989) or
Yuengert (1995) for the United States. L ess research has
been conducted on European countries. See, inter alia,
Rees and Shah (1986) for the United Kingdom and Rath
and Kloosterman (2000) for an overview.

. For a comprehensive presentation of the determinants of
migration, reference may be made, inter alia, to Massey
et al. (1993) or Ghatak, Levine and Wheatley Price (1996).

. See Stalker (1994) for a detailed analysis and a historical
survey of labour migration flows.

. See Zimmermann (1994) for a detailed discussion of Euro-
pean migration policy, in particular in Germany and France.
For a comparative analysis of family immigration policies,
see a special chapter in Trends in International Migration,
OECD (2000).

. The estimates of Granger causality between the net migra-
tion rate and the rate of growth in total employment, pre-
sented in Annex 5.A, are unstable and only weakly
significant. While for some countries the dynamics of total
employment are observed to precede or anticipate the
dynamics of immigration at the start of the period in ques-
tion, the link is systematically nullified from the
early 1980s onwards. This points to the instability of the
relationship between the two series.

. See OECD Employment Outlook, Chapter 1, OECD (1993).

. Unfortunately, relevant series are not available for other
non-European countries, in particular the United States and
Canada.

. The detailed findings are set out in Annex 5.B. The positive
effect on the probability of being in work or available for
work which is identified for foreigners in some countries
stems partly from the predominance of migration for

10.
11.

12.

13.

14.

15.

employment purposes. Given that a number of variables
were excluded from the estimation exercise (knowledge of
language, occupational experience) the findings cannot be
interpreted directly in terms of employment discrimination.
Thereis awealth of literature on the subject, inspired by the
pioneering work of Becker (1971). For European countries,
for example, reference may be made to Zegers de Beij
(2000) or Viprey (2000) for arecent comparative analysis.

See the special chapter in Trends in International Migra-
tion, OECD (1994), Borjas (1999) for areview of the main
recent research and their results.

See Note 9. See also Borjas (1991), Briggs and Tienda (1984).

The recovery year is determined from OECD estimates
where available (France, Germany, the United Kingdom
and the United States). For Australia and Italy, ECRI esti-
mates are used. For Ireland, the Netherlands and Spain, the
year of recovery is taken as being that in which capacity
utilisation is greatest.

Decressin and Fatas (1995) estimate that changes in intra-
European immigration flows in response to labour demand
shocks are about half of those in the United States. On this
point, see also Krueger (2000) and Tapinos (1994).

A number of studies have evaluated the conditions of labour
market adjustment in OECD countries. There is comparatively
greater rigidity in Europe (see, inter alia, Pissarides and
McMaster, 1990). The current growth in Europeis accordingly
being accompanied by greater job insecurity, with nearly half
the employment created across the EU countries being on
fixed-term contracts or filled via temporary employment
agencies (about 15 per cent of thetotal).

For fuller details on the ageing process in OECD Member
countries, see OECD (1998).

H1B visa holdersin the United States, for instance, are exempt
from income tax in their first three years of resdence.
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Annex 5.A

Immigration and variation of thelabour demand
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Table 5.A.1.

Estimation of the Granger causality between net immigration
and thevariation of the labour demand in some OECD countries

Probability to reject

Period® Causdity tested F-Statistic the no causality hypothesis®
Australia 1961-1995 X20 X1 0.060 0.941
X10 X2 0.574 0.569
1964-1979 X20 X1 1.196 0.336
X10 X2 4.378 0.038**
1979-1995 X20 X1 2.949 0.094
X10 X2 1.170 0.346
Belgium® 1961-1995 X20 X1 0.885 0.424
X10 X2 0.641 0.534
Canada 1961-1995 X20 X1 1.500 0.240
X10 X2 0.416 0.664
1961-1974 X20 X1 6.472 0.026**
X10 X2 2737 0.132
1974-1995 X20 X1 0.981 0.395
X10 X2 0.279 0.760
Germany* 1964-1995 X20 X1 1.186 0.324
X10 X2 2.014 0.158
1964-1977 X20 X1 5.877 0.039**
X10 X2 3.360 0.105
1977-1995 X20 X1 2.578 0.121
X10 X2 1.051 0.382
Netherlands 1961-1995 X20 X1 0.517 0.602
X10 X2 0.742 0.485
1964-1976 X20 X1 1.339 0.309
X10 X2 11.433 0.003**
1976-1995 X20 X1 0.374 0.694
X10 X2 1.040 0.377
United Kingdom 1964-1995 X20 X1 0.639 0.536
X10 X2 1.466 0.250
1964-1979 X20 X1 1.949 0.198
X10 X2 3.88 0.061*
1979-1995 X20 X1 1.262 0.318
X10 X2 0.518 0.608
United States 1961-1995 X20 X1 0.060 0.941
X10 X2 0.574 0.569
1964-1978 X20 X1 0.214 0.811
X10 X2 3.279 0.076*
1978-1995 X20 X1 0.357 0.706
X10 X2 0.139 0.872
Sweden® 1961-1995 X20 X1 3.673 0.038**
X10 X2 2.167 0.133

Legend: X1: Net migration rate;

X2: Growth rate of total employment.

a) The period considered is either the total period or the period on which the causality isthe most significant.

b) * significant at a10% level and
** dgnificant at a5% level.

¢) Similar result on all sub-periods.

d) Net migration excluding national

S.

e) Granger causality is observed only on the entire period.
Source:  Labour Force Statistics (OECD), calculations by the Secretariat (OECD).
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Annex 5.B

Probability to be inactive and probability
to be employed in some European countries
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Table 5.B.1. Estimation of the probability to beinactivein some European countries* (PROBIT)
Austria Belgium Switzerland Czech Republic Germany Denmark
0.610 0.056 1.504 0.057 0.126 0.059 1411 0.055 0.149 0.023 -0.063 0.068
-0.647 0.043 -0.715 0.039 -0.731 0.048 -0.630 0.039 -0.637 0.014 -0.398 0.053
-0.700 0.028 -1.013 0.027 -0.450 0.031 -1.001 0.027 -0.518 0.010 -0.469 0.036
0.089 0.003 0.118 0.003 0.053 0.003 0.113 0.003 0.068 0.001 0.060 0.004
-0.361 0.037 -0.462 0.026 -0.233 0.038 -0.595 0.039 -0.234 0.011 -0.312 0.041
0.199* 0.147 -0.227 0.092 0.032* 0.201
0.055* 0.072 0.483 0.069 0.127 0.055 0.086* 0.275 0.333 0.022 0.732 0.137
14252 (5344) 8768 (6711) 9034 (4753 14995 (7 029) 66 116 (49 965) 6092 (3511
23725 —2842.7 -1972.9 —2788.9 —22 081 —1452.7
Spain Finland France Greece Ireland Italy
1.054 0.025 0.201 0.066 1.315 0.023 1.233 0.049 1.384 0.145 1.244 0.244
-0.924 0.018 -0.207 0.052 -0.575 0.016 -0.938 0.036 -0.871 0.065 -0.936 0.015
-0.678 0.012 -0.637 0.035 -1.068 0.011 -0.743 0.023 -0.556 0.038 -0.787 0.011
0.077 0.001 0.077 0.004 0.120 0.001 0.083 0.003 0.066 0.004 0.090 0.001
-0.245 0.012 -0.235 0.037 -0.256 0.011 -0.308 0.027 -0.631 0.117 -0.410 0.013
0.033* 0.095 -0.162* 0.275 -0.288 0.049 0.193* 0.197 -0.062* 0.172 0.144* 0.243
—0.111* 0.092 0.629 0.212 0.383 0.033 -0.214 0.102 0.304* 0.232 0.033* 0.224
26728 (25572) 11878 (3409) 36908 (37 506) 13496 (6922) 15292 (1921) 25429 (37 603)
—13 306 -1497.1 —15 768 -3470.2 -1079.1 —18 909
Luxembourg Netherlands Norway Portugal Sweden United Kingdom
1569 0.297 0.139 0.039 0.144 0.082 0.766 0.046 0.697 0.059 0.250 0.025
-0.894 0.187 -0.697 0.031 -0.324 0.058 -0.630 0.039 -0.207 0.042 -0.468 0.017
-0.920 0.129 -0.457 0.019 -0.460 0.039 -0.805 0.025 -0.732 0.029 -0.332 0.011
0.106 0.014 0.065 0.002 0.052 0.004 0.089 0.003 0.073 0.003 0.040 0.001
-0.263 0.130 -0.408 0.022 -0.283 0.045 -0.182 0.035 -0.248 0.030 -0.487 0.013
-0.220* 0.285 -0.407 0.110 -0.024* 0.232 -0.002* 0.063 0.056* 0.091 -0.278 0.071
-0.042* 0.269 0.886 0.071 0.192* 0.192 0.037* 0.167 0.542 0.091 0.538 0.052
5883 (277) 16826 (10552) 9486 (2786) 10896 (6076) 9314 (5493 29895 (32855)
—128.6 —4644.7 -1193.3 —2831.9 —2 356.7 -14 878

a) Standard errorsareinitalic. Non significant variables at 5% level areidentified with an asterisk.
Sources: Labour Force Surveys, data provided by Eurostat, calculations by the Secretariat (OECD).
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Table 5.B.2.

Estimation of the probability to be employed in some European countries (PROBIT)

Austria Belgium Switzerland Czech Republic Germany Denmark
1430 0.114 0.274 0.104 1517 0.112 0.155 0.095 1.235 0.034 1.145 0.107
-0.008 0.071 0.264 0.058 0.100 0.084 0.177 0.052 0.041 0.019 0.129 0.080
0.026 0.055 0.304 0.050 0.142 0.058 0.242 0.042 0.002 0.015 0.132 0.058
-0.002 0.007 —0.024 0.006 -0.012 0.007 -0.018 0.005 -0.005 0.002 -0.011 0.007
0.273 0.065 0.359 0.038 0.157 0.066 0.581 0.059 0.264 0.015 0.165 0.063
0.075* 0.273 0.369 0.139 -0.009* 0.336
-0.285 0.105 -0.719 0.098 -0.487 0.088 -0.062 0.350 -0.313 0.029 -0.425 0.226

13106 (3825)

7850 (4332)

8626 (3847)

14682 (5081)

62169 (37 777)

5646 (2834)

—714.0 -1161.6 —505.9 -1378.4 —10 976 -555.3
Spain Finland France Greece Irdland Italy
0.024 0.038 0.173 0.090 0.147 0.038 -0.076 0.083 1.105 0.275 -0.254 0.447
0.490 0.025 0.107 0.067 0.220 0.021 0.490 0.053 -0.053 0.116 0.367 0.023
0.254 0.019 0.314 0.048 0.270 0.018 0.370 0.040 0.051 0.075 0.419 0.019
-0.017 0.002 —0.026 0.006 -0.019 0.002 —0.024 0.005 -0.002 0.009 -0.028 0.002
0.134 0.015 0.316 0.049 0.293 0.015 0.092 0.038 0.222 0.208 0.172 0.018
-0.070* 0.119 0.093* 0.324 0.462 0.066 —0.232* 0.259 —0.188* 0.269 0.099* 0.445
0.091* 0.116 -0.652 0.261 -0.576 0.042 0.094* 0.132 —0.062* 0.398 0.435* 0.420
25685 (16 223) 11327 (2623) 34432 (25787) 12471 (4657) 14 475 (1158) 24760 (22765)
—6597.9 —864.2 -8877.2 —1420.6 —300.0 —7293.6
Luxembourg Netherlands Norway Portugal Sweden United Kingdom
1.318 0.791 1.147 0.069 0.968 0.142 1.171 0.092 0.764 0.098 0.820 0.038
0.259 0.440 0.274 0.056 -0.018 0.112 0.112 0.065 -0.102 0.058 -0.167 0.026
0.172 0.382 0.175 0.038 0.374 0.078 0.202 0.047 0.205 0.045 0.203 0.017
-0.010 0.047 -0.016 0.005 -0.027 0.010 -0.017 0.005 -0.016 0.005 -0.015 0.002
0.262 0.331 0.259 0.041 0.099 0.092 0.053 0.052 0.252 0.043 0.369 0.021
0.272 0.618 0.463* 0.223 —0.039* 0.425 —0.004* 0.106 0.180* 0.140 0.089* 0.108
-0.439* 0.611 -0.693 0.128 —0.330* 0.321 -0.529 0.211 -0.631 0.125 -0.355 0.083
4821 (172) 15336 (7819) 8954 (2269) 10161 (4434) 8499 (4316) 28450 (26 022)
17.6 -1143.4 —279.9 —853.2 —1109.8 -5593.8

a) Standard errorsareinitalic. Non significant variables at 5% level areidentified with an asterisk.
Sources: Labour Force Surveys, data provided by Eurostat, calculations by the Secretariat (OECD).
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Table 5.C.1.

Review of the main studies concerning immigration and unemployment

an across-city estimation”

Reference Country Data Model Main findings
Muller and Espenshade United States [0 1970 and 1980 censuses in 247 urban areas Estimating the unemployment rate for Blacks ~ No effect from immigration of Mexican origin
1985 and sub-sample of 51 regions where as a function of the proportion of Hispanics, on the unempl oyment rate for the Black
"Thefourthwave: Cdifornia's Mexican immigration is greatest trendsin the total population, the percentage  population in spite of the fact that labour supply
newest immigrants’ O Proportion of persons of Mexican originin  of Blacks with secondary education and the by both communitiesis similar
the total population white unemployment rate
Withers and Pope Australia O Quarterly longitudina datafor theperiod 1. Granger causality test on unemployment — No significant immigration effect
1985 1948-1982 and immigration series on unemployment was identified in any
"Immigration and unemployment" O Netimmigration and migration (entry/exit) 2. Other estimations of the unemployment rate  of the cases. A significant and slightly
by permanent or long-stay residents allowing for structural factors negative effect from immigration is however
(Models 1 and 2: job vacancies found in Mode 3 (elasticity close to—0.2)
and unemployment benefit) or cyclical — The authors do find a systematic adverse
factors (Model 3: real wages, capacity effect from unemployment on the net
utilisation, demand index, etc.) immigration flow and on immigrant inflows
Card United States  Examines the impact of the arrival of some 125 000 Cubans, largely unskilled, in May 1980 Apparently Cubans alone (i.e. neither unskilled
1990 in Florida. The Mariel Flow increased the population of Miami by 7%. Datafrom the Current  other Hispanics, Blacks or Whites)
"Theimpact of the Mariel boatlift Population Survey. were significantly affected by this flow.
on the Miami labor market" But the growth of Miami’s population
was lower, indicating a fall from other sources
of immigration
Altonji and Card United States [0 1970 and 1980 censuses in 120 cities Estimation of the participation rate, — Very dlightly significant positive effect
1991 0 19-64-year-olds not in education employment rate and weekly wages of the migration variable on employment,
"The effectsof immigration Proportion of immigrantsin the total population of unskilled native workers. but negative on wages (elasticity 1.2)
on the labor market outcomes The migration variable was used to check any
of less-skilled natives' endogenous effects
Hunt France Review of the impact of the repatriation of 900 000 settlers (pieds noirs) from Algeriain 1962.  The author estimates that an additional
1992 The total labour force was raised by some 1.6%. Instrumental variables are used to check percentage point in the proportion of returnees
"Theimpact of the 1962 incomers’ choice of location. in the labour force reduced regiona wages
repatriates from Algeria by 0.8 of apoint and increased the native
on the French labor market" unemployment rate by 0.2 of a point.
Pope and Withers Australia O Annud longitudinal datafor the period Estimation of adisequilibriummode including A negative effect of immigration
1993 1861-1981 4 endogenous variables (unemployment rate  on unemployment, particularly marked
"Do migrantsrob jobs? Lessons O Netimmigration rate for natives, real wages of natives, net migration in the most recent period (post-second world
of Australian history, 1861-1991" rate and capacity utilisation). The main war) though observed in earlier periods as well.
explanatory variables include an indicator But the lagged effect of immigration
for foreigners' human capital, the level on unemployment is positive, partly (but only
of unemployment benefit, union membership, partly) offsetting theinitial effect asimmigrants
real national expenditure, expected rate enter the labour market and adjust their
of growth in money supply and dummies consumption.
for various historical periods.
Simon, Moore and Sullivan United States [0 Aggregate datafor main American cities  Estimation of theimpact of immigration Regression analysis using immigration lagged
1993 for the period 1960-1977 with various time-lags on the levels or changes by one year show no significant effect
"Theeffect of immigration O Annud rate of immigration per city in unemployment on the unemployment rate. A very dightly
on aggregate native unempl oyment: positive effect is obtained when changes

in unemployment rates are considered over
two years.
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Table 5.C.1. Review of the main studies concerning immigration and unemployment (cont.)
Reference Country Data Model Main findings
Marr and Siklos Canada O Quarterly longitudina data covering Estimation of anon-parametric model Over the period 1961-78 no immigration effect
1994 the period 1961-1990 examining the unemployment rate as afunction on unemployment is found. Over the more
"Thelink between immigration O Number of immigrants, al categories of the number of immigrants, the money supply, recent period, however, the authors show that
and unemployment in Canada” combined GDP and an energy cost indicator. Two periods past immigration significantly affects
are considered: 1961-1978 and 1978-1985 the current unemployment rate. These findings
may in part reflect the change in migration
policy between the two periods.
Muhleisen and Zimmermann  Germany O Individual datafrom the German Estimation of amulti-period Probit model The authors rule out the hypothesis that
1994 Socio-Economic Panel between 1982 to determine the probability of an individual the proportion of foreignersin loca
"A pand analysis of job changes and 1989, including only private-sector being unemployed or changing jobs employment may have an impact on worker
and unempl oyment" male employees aged 17-52 in 1982. as afunction of his/her individual mobility or exposure to unemployment.

O Proportion of foreignersin local industry  characteristics and various local factors They also show that foreigners are not
including a variable for the proportion significantly distinct from nativeswhen all their
of foreigners. individual characteristics are taken into

account.
Carrington and deLima Portugal Impact of the return of Angolan nationals to Portugal (retornados) in the mid-1970s. Over three Given that the inflow coincided with acyclical

1996

"Theimpact of 1970srepatriates
from Africa on the Portuguese
labor market"

Diaz-Emparanza and Espinosa
2000

"Andlissdelarelacion entre

la inmigraci6n internacional

y el desempleo”

Gross
2000
"Threemillion foreigners, three

million unemployed? Immigration

and the French labor market"

years some 600 000 people arrived in Portugal, largely in Lisbon, Porto and Setubal, increasing
the total population by some 10%.

Spain O

France O

Longitudina monthly data covering

the period 1981-1999

Work permit series adjusted for the 1991
regularisation programme

Quarterly longitudinal data between
1974-1995 adjusted for the 1981
regularisation programme

Rates of worker immigration and family
immigration

Estimation of aVAR model and short-term
causality test

1. Long-term relation estimated using a VAR
model with four variables: unemployment
rate, real wages, female participation rate
and migration

2. Short-term relation estimated
by an error-correction model where
the migration variable is assumed
to be exogenous

downturn in Portugd, the authors check against
economic trends in Spain and find that
additional 5% immigration between 1963

and 1981 had no ingtantaneous effect

but alagged effect equivalent to an additional
1.5 percentage points unemployment.

Thetwo series of dataare I (1) with different
lags and are not co-integrated. There

is accordingly no long-term relation between
immigration and unemployment.

But in the short term the authors identify

an effect for immigration, though it is
negligible.

Immigration has a strong adverse effect

on unemployment over the long term

(even alowing for family immigration)

and a positive but very slight effect in the short
term
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Table 5.D.1.

Main categories of workers General admission conditions and specific admissions

Availability of domestic
workers as grounds

Quotas

Authorised length
of stay and possibility

Eligibility criteriafor recruitment and residence of skilled foreign workersin some OECD countries

Possibility for family reunification

by country for refusal for renewal
Australia
1. Permanentimmigration
programmes
1.1. Skilled-Independent o Generaly post-secondary qualifications but in asmall No No. Planning levels Permanent Spousesincluding de facto partners

1.2. Skilled-Australian
Sponsored

number of cases substantial work experience may

be acceptable. Threshold requirements on skill, work

experience, age and English language ability.

Points test. Applicants are awarded points according

to age, skill, English language ability and work

experience. Additional points are awarded for applicants

whose skills are in short supply in Australia,

e.g. information technology, accountancy and nursing

aswell asfor spouse skills, Australian qualifications,

Australian work experience, capital and language skills

other than English, and where applicable, for family

links.

* Sponsorship (only for the category “ Skilled Australian
Sponsored”) by arelativewho is an Australian citizen
or permanent resident?.

2. Temporary immigration
programmes
(Economic Stream)®

Businessentry visas
and other temporary visas
for skilled workers

Nominated by the employer

Yesfor non-key
activities (except
for skills that

are in shortage).

adjusted subject

to demand and economic
and labour market needs.

No

Businessentry visa:
up to 4 years.

Other temporary visas
for skilled workers:

and dependent children receive
avisaat the same time as the skilled
applicant as part of the family unit.
Parents of the skilled applicant may
be separately sponsored

for permanent entry within capped
numbers.

Members of the family unit may
be granted visas to join temporary
residence visa holdersin Australia
The application can be separate

Thisisnot required up to 2 years. or combined with the main
for key activities. No restrictions applicant.
on renewal .
Canada
1. Permanentimmigration
programmes
1.1. Skilled workers Objective of post-secondary educationd level as minimum.  No No but planningranges ~ Permanent Immediate family members may
Selection test that awards points on the basis of criteria are given annualy accompany the principal applicant
aslevel of education, linguistic knowledge, skills for each immigration or they may be sponsored at a later
and experience. Family members of a person who has already category. date.
settled in Canada receive supplementary points.
1.2. Businessimmigrants Investors must make aminimum investment in a Canadian  No Permanent Immediate family members

(investors, entrepreneurs, business; entrepreneurs and self-employed must be able

self-employed) to create jobs in Canada.
2. Temporary immigration
programmes
2.1 Highly skilledtemporary Established by employer to Canadian standards.
workers

Yes, evenif there
are many exceptions

No

Threeyearsmaximum
(renewable)

can accompany the principal
applicant or they may be sponsored
at later date.

Yes. Applications may be made
for employment authorization
(no validation required).
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Table 5.D.

Main categories of workers

1. Eligibility criteriafor recruitment and residence of skilled foreign workersin some OECD countries (cont.)

General admission conditions and specific admissions

Availability of domestic
workers as grounds

Quotas

Authorised length
of stay and possibility

Possibility for family reunification

12

Businessimmigration
(entrepreneurs, investors,
employees of businesses
relocating)

experience, an offer of employment and some settlement
factors (a family sponsor, settlement funds, spousal
qualifications and New Zealand work experience).

A minimum standard of English language ability must
be demonstrated.

A minimum standard of English language ability
must be demonstrated by all applicants. Each category
has separate digibility criteria.

Idem

of residence approvalsis
set annually by the

government.

Idem

Idem

by country for refusal for renewal
2.2. Special pilot project Post-secondary educational level No No Threeyearsmaximum  Yes, but not the right to work.
for professionals (renewable)
in the field of software
development
2.3. Temporaryworkers Post-secondary educational level (list of occupations) No No One year (renewable) Yes, but not the right to work.
within NAFTA
programme
or the Canada-ChileFree
Trade Agreement
France
IT specialists (smplified 5 tertiary educational level years (or equivalent skill) Yesexcept for jobsinIT No 9months(renewable).  Yes, application may be made
procedure) and other highly and must earn minimum of 180 000 FF annually. and for those who earn Total of 5 years. for aone-year visaand a further
skilled temporary workers more than 23 000 FF a application for family reunification.
month.
Germany
Specia programme University or polytechnic level of education or an annua Yes 20000 (evaluation 5 years maximum. Yes
for IT workers salary higher than 100 000 DM. of the programme
(“Green card” programme) after 10 000).
Japan
Engineers and specialists College degree or at least 10 yearswork experience No No lyear or 3years Yesbut family members
(3 years in some specific cases) (renewable). are not allowed to work without
Salary must be equivalent to that of a Japanese national authorisation.
worker in the same conditions.
Korea
Professiona s and technicians® At least 5yearswork experiencein IT or master’sdegreelevel  No No Duration of stayisnow  Yes
with at least 2 years work experiencein the related field. permanent
New Zealand
1. Permanentresidents
1.1. General Skills Category® Pointstest. Points are awarded for age, quaifications, work No A “target” onthe number Permanent Spouses/partnersand dependent

children may beincluded within

the principal applicant’s residence
application and receive full residence
rights dong with the principal
applicant.

Onceresidentin New Zealand,
migrants may sponsor their parents,
siblings and adult children

for residence provided they meet

the policy igibility criteria under
the Family Category within residence
policy.

Idem
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Table 5.D.

Main categories of workers

1. Eligibility criteriafor recruitment and residence of skilled foreign workersin some OECD countries (cont.)

Availability of domestic

Authorised length

by countr General admission conditions and specific admissions workers as grounds Quotas of stay and possibility Possibility for family reunification
Y y for refusal for renewal
2. Temporary workers
2.1. Work permit holders  Applicants must have an offer of employment Yes. A Labour Market No Issuedfor theperiod ~ Work permit holdersmay
in New Zealand. Shortages List, for which employment be accompanied by their spouse/

which contains alist
of occupations
prima faciein shortage,

is offered but cannot
exceed 3 years
(renewable).

partner and dependent children.
Spouses and partners of long term
work permit holders may aso

is being piloted. apply for awork permit.
Thelist is compiled
regionally and updated
every quarter.
If an occupation
is deemed to be
in shortage, no labour
market check
isrequired.®
2.2. Long termbusiness Applicants must submit a business proposal, which No No 3years, renewable Idem
visa holders is assessed by an organisation with business expertise once.
for itsviability.
Norway
Work permit delivered to Usually at least 2 years of tertiary educational level. Yes, the skill must No lyear (renewable). Yes
workers with special skills Special skills obtained through work practice may be absol utely necessary After 3 years,
be considered. to the activity. apermanent permit
Applicants must hold ajob offer by the employer may be issued.
or astandardised contract of service.
Switzerland
Skilled workers Skillsdo not refer to aminimum educational level Yes Yes, localy Dependsonthesector Dependson thetype
(outside EEA9) but to skills that are needed and evaluated locally of activity of the residence permit

aswell asthe post to be occupied by the worker.

The wage and conditions of employment must

be identical to those that would be accorded to a Swiss
occupying the same post.

United Kingdom

Simplified procedure for some
highly skilled workers
(shortage occupation list),
including some IT

or communication specialists.
Pilot project that alows people
of outstanding ability to apply
for entry and thereafter

to search for employment

UK degreelevel qualification or higher national diploma

plus one year of experience or at least 3 years of work
experience in the field for which the permit has been
delivered

Yes, not applicable No
in case of renewal”

The maximum period
has been extended

to 5 years. After

4 years, the worker has
the right of settlement
(indefinite leave

to remain) if he/she

is gtill in employment.

Yes
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Table 5.D.1. Eligibility criteriafor recruitment and residence of skilled foreign workersin some OECD countries (cont.)

Main categories of workers o - - o Availability of domestic Authorised Ieng_th_ ) o ) -
by countr General admission conditions and specific admissions workers as grounds Quotas of stay and possibility Possibility for family reunification
Y y for refusal for renewal
United States
1. Permanent immigration
Empl oyment-based Yes Generally limitedto Permanent Yes
immigration (Green card 140 000 annual entries
system for professionals (including family
with advanced degrees members)
in sciences, art or business,
priority workers and other
skilled workers)
2. Temporary immigration
2.1. H1B programme o Bachelor degree or 4 years of study at the college No Yes, 195000 for 6years. Residence Yes, but family members
level. 3 years of relevant experience can count the next 3 years. Jobs  allowed whilst are not allowed to work without
as 1 year of college. in non-profit-making  immigrant application authorisation.
¢ Having an employment offer at the same conditions organisations and being considered.
as nationals. universities are not
included in this quota.
2.2. Temporary skilled Bachelor degree or 4 years of study at the collegelevel. No No, except aquota lyearrenewable Yes
immigrantsaccepted 3 years of relevant experience can count as 1 year for Mexican indefinitely.
within NAFTA of college. professionals (5 500)
programme until January 1st 2004.

a

£

Applicants who meet the minimum skill, age and English language requirements, but who may not meet the pointstest can be eligible in the Skilled-Regional Sponsored category if they are sponsored by relatives living in

adesignated area (Sydney, Newcastle, Wollongong, Perth, Brisbane, the Sunshine Coast and the Gold Coast are not designated areas).

b) Other more limited programmes (L abour Agreements, Regional Headquarters Agreements) allow employers to negociate with the government the temporary entry (generally for 3 years) of skilled workers.

¢) Immigration and emigration laws have recently been revised to facilitate the entry of personnel from these categories. More deregulation should promote the entry of IT specialists.

d) IT speciaists who do not have the necessary qualifications for entry to New Zealand under the General Skills Category may benefit from some specific arrangements. They may be exempt from those requirements where
they have relevant work experience, an offer of employment in New Zealand and their application is supported by the Information Technology Association of New Zealand (ITANZ). Similar measures are expected to be
implemented in July 2001 for other skilled workers in sectors experiencing shortages.

€) IT specialistsare not subject to the usual labour market test.

f) The application for awork permit must be lodged from the home country. The Public Employment Service provides assistance to employers who want to recruit staff members from European countries (excluding Nordic
countries), especially for doctors, dentists, nurses and engineers. Nordic nationa s do not need a permit to work in Norway. Other EU nationals only need an EU residence permit that may be issued while being in Norway.

g) No minimum skill level isimposed for EEA workers. The free movement of persons between Switzerland and the European Union should enter into force in 2002.

h) Fast track procedure (50% of applications are clearer within aweek and 90% in 4 weeks).
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Statistical Annex

Sources and definitions

An important source for the statistics in these tablesisPart 111 of OECD, Labour Force Statistics, 1980-2000 (forth-
coming), and the OECD Labour Market Satistics CD-ROM (forthcoming). Users can refer to notesand sources published
in OECD, Labour Force Statistics, 1979-1999.

Sources and definitions are otherwise specified at the bottom of each table.

The data on employment, unemployment and the labour force are not always the same as the series used for policy
analysis and forecasting by the OECD Economics Department, reproduced in Tables 1.2 and 1.3.

Conventional signs

Data not available
Decima point
| Bresk in series

- Nil or less than haf of the last digit used

Note on statistical treatment of Germany

In this statistical annex, data up to end-1990 are for western Germany only; unless otherwiseindicated, they are
for the whole of Germany from 1991 onwards.
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Table A. Standardized unemployment ratesin 25 OECD countries
As apercentage of total labour force

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000
Augtraia 6.9 9.6 10.8 10.9 9.7 85 8.5 8.5 8.0 7.2 6.6
Austria . . . 4.0 38 39 4.3 4.4 45 40 3.7
Belgium 6.7 6.6 7.2 8.8 10.0 9.9 9.7 9.4 9.5 8.8 7.0
Canada 8.1 10.3 11.2 114 10.4 9.4 9.6 9.1 8.3 76 6.8
Czech Republic . . . 44 4.4 41 39 48 6.5 8.8 8.9
Denmark 7.7 8.4 9.2 10.2 8.2 7.2 6.8 5.6 5.2 5.2 47
Finland 3.2 6.6 11.6 16.4 16.7 15.2 14.5 12.6 11.4 10.2 9.8
France 9.0 95 10.4 11.7 12.3 11.7 12.4 12.3 11.8 11.2 95
Germany® 48 4.2 45 7.9 8.4 8.2 8.9 9.9 9.3 8.6 8.1
Greece .. . 7.9 8.6 8.9 9.2 9.6 9.8 10.9 11.6 11.1
Hungary . . 9.9 12.1 11.0 104 10.1 8.9 8.0 7.1 6.5
Ireland 134 14.8 15.4 15.6 14.4 12.3 11.7 9.9 75 5.6 4.2
Italy 9.0 8.6 8.9 10.2 11.2 116 11.7 11.7 11.8 11.3 10.5
Japan 21 21 2.2 25 29 31 34 34 4.1 4.7 4.7
Korea . . . . . . . . . . 4.3
Luxembourg 17 17 21 2.6 3.2 29 3.0 27 27 23 2.2
Netherlands 6.2 5.8 5.6 6.6 7.1 6.9 6.3 5.2 4.1 33 2.8
New Zeadland 7.8 10.3 10.3 9.5 8.2 6.3 6.1 6.6 75 6.8 6.0
Norway 53 5.6 6.0 6.1 55 5.0 49 41 33 32 35
Poland . . . 14.0 14.4 133 12.3 11.2 10.6 . 16.1
Portugal 4.8 4.2 4.3 5.7 7.0 7.3 7.3 6.8 5.2 45 4.2
Spain 16.3 16.4 184 22.7 241 229 222 20.8 18.8 159 14.1
Sweden 1.7 31 5.6 9.1 9.4 8.8 9.6 9.9 8.3 7.2 59
Switzerland . 20 31 4.0 3.8 35 39 4.2 35 3.0 .
United Kingdom 7.1 8.9 10.0 10.5 9.6 8.7 8.2 7.0 6.3 6.1 55
United States 5.6 6.8 75 6.9 6.1 5.6 5.4 49 45 4.2 4.0
European Uni on’ . 8.2 9.2 10.7 111 10.7 10.8 10.6 9.9 9.2 8.3
OECD Europe’ . . . 10.7 11.0 105 10.5 10.3 9.7 9.3 8.8
Total OECD . .. .. 8.0 7.9 75 7.4 7.2 7.1 6.8 6.4

a) Uptoand including 1992, western Germany; subsequent data concern the whole of Germany.
b) For above countries only.

Note: In so far as possible, the data have been adjusted to ensure comparability over time and to conform to the guidelines of the International Labour Office. All series
are benchmarked to labour-force-survey-based estimates. In countries with annual surveys, monthly estimates are obtained by interpolation/extrapolation and by
incorporating trends in administrative data, where available. The annual figures are then caculated by averaging the monthly estimates (for both unemployed and the
labour force). For countries with monthly or quarterly surveys, the annual estimates are obtained by averaging the monthly or quarterly estimates, respectively. For several
countries, the adjustment procedure used is similar to that of the Bureau of Labor Statistics, U.S. Department of Labor. For EU countries, the procedures are similar to
those used in deriving the Comparable Unemployment Rates (CURS) of the Statistical Office of the European Communities. Minor differences may appear mainly
because of various methods of calculating and applying adjustment factors, and because EU estimates are based on the civilian labour force.

Source: OECD, Quarterly Labour Force Satistics, No. 1, 2001.
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Table B. Employment/population ratios, activity rates and unemployment rates by sex for persons aged 15-64 year s

Both sexes
Percentages
Employment/population ratio L abour force participation rate Unemployment rate

1990 1996 1997 1998 1999 2000 | 1990 1096 1997 1998 1999 2000 | 1990 1996 1997 1998 1999 2000
Australia 679 673 663 672 677 691 | 730 736 724 730 729 738 70 85 85 79 70 63
Austria . 673 672 674 682 679 . 711 709 713 716 713 . B3 52 55 47 47
Belgium 544 563 570 573 589 609 587 622 626 632 646 652 73] 95 90 94 87 66
Canada 703 673 680 689 701 711 | 766 746 749 752 759 763 82 97 92 84 76 69
Czech Republic . 693 687 675 659 652 . 721 721 722 722 716 . 39 48 65 87 88
Denmark 754| 740 754 753 765 764 | 824/ 795 798 793 806 800 85| 69 54 51 52 45
Finland 741 619 628 640 660 670 | 766 725 721 724 736 743 32 147 128 116 103 99
France 599 592 588 594 598 611 | 660 674 671 674 678 680 92 122 124 119 118 101
Germany 641 644 640 644 649 663 684 707 710 710 712 722 62l 89 99 93 87 81
Greece 548 549 548 556 554 559 | 591] 610 608 625 629 630 72l 99 98 110 120 113
Hungary . 527 527 538 557 564 . 585 57.8 584 509 602 . 99 87 78 70 64
Iceland®® 799 804 800 82 82 846 | 81 86 81 845 89 866 27 37 38 27 19 23
Ireland 523 544 561 598 624 645 | 602 634 627 650 663 674 | 132 142 105 79 58 44
Italy 539 506 505 518 525 534 508 577 57.7 590 596 599 99| 123 125 123 118 110
Japan 686 695 700 695 689 689 | 701 720 726 726 724 725 22 35 35 42 49 50
Korea 612 638 637 595 597 616 | 628 651 654 640 639 643 256 21 27 70 65 42
Luxembourg 59| 591 599 602 616 627 | 601 611 615 619 631 642 16] 33 25 28 24 24
Mexico® 580 591 611 614 612 609 | 599 619 633 632 625 623 31 45 35 30 21 22
Netherlands 611 654 675 694 709 729 | 662 699 715 726 736 749 771 65 56 44 36 27
New Zealand 673/ 7.1 705 695 700 707 | 730 758 756 752 752 752 78/ 62 67 76 69 61
Norway” 731 753 770 783 780 778 | 771 792 802 8.9 806 807 53 49| 40 32 32 35
Poland . 584 588 589 575 6550 . 669 664 661 659 658 . 127 115 109| 128 164
Portugal 655/ 623 634 668 674 681 688 675 682 703 709 710 a8/ 77 69 49 49 41
Slovak Republic . 654 641 632 606 590 . 734 733 733 733 735 . 109 115 123 162 187
Spain® 511 482 495 512 538 561 | 609 620 625 631 639 653 161 221 207 188 159 141
Sweden® 81 716 707 715 729 742 846l 795 787 781 785 789 18 100 104 84 71 59
Switzerland® 796 783 781 793 797 796 | 8L1 813 8.5 823 822 818 18 38 42 37 31 27
Turkey 545 524 512 511 510 482 | 594 562 549 549 554 518 82 67 69 70 79 68
United Kingdom® 724 699 708 7.2 717 724 | 778 761 762 759 763 766 68 82 71 62 61 56
United States” 722 729 735 738 739 741 765 77 174 774 772 772 577 55 50 45 43 40
EuropeanUnion” 616 603 605 615 624 636 | 674 67.7 679 683 688 695 83| 110 108 100 94 84
OECD Europé 61.2| 59.7| 598 605 610 613 | 668 666 665 669 67.3 67.2 81l 103 101 95 94 89
Total OECD® 652 645 650 652 654 657 | 695 697 699 700 701 701 60| 74 71 69 67| 63

|| Indicates break in series.

a) Ratiosrefer to persons aged 15 to 64 years who are in employment or in the labour force divided by the working age population, or in unemployment divided by the labour force.
b) Refersto persons ages 16 to 64.

¢) Theyear 1990 refersto 1991.

d) For above countries only.

Source: OECD, Labour Force Statistics, 1980-2000, Part 111, forthcoming.

For Austria, Belgium, Denmark, Greece, Italy, Luxembourg, the Netherlands and Portugal data are from the European Labour Force Survey.
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Table B. Employment/population ratios, activity rates and unemployment rates by sex for persons aged 15-64 years® (cont.)

Men
Percentages
Employment/population ratio L abour force participation rate Unemployment rate

1990 1996 1997 1998 1999 2000 | 1990 1996 1997 1998 1999 2000 | 1990 1996 1997 1998 1999 2000
Austrdia 785 759 747 752 761 766 8.4 833 818 81 81 820 69 90 87 84 73 66
Austria . 761 759 759 767 762 . 804 800 8.2 85 801 . 54 51 54 47 48
Belgium 681 668 671 670 67.5 698 713 722 722 725 730 738 46/ 74 71 76 75 53
Canada 778 731 738 743 755 763 89 8L3 8L4 8L4 820 821 83 101 94 87 79 70
Czech Republic . 781 774 763 743 736 . 807 805 803 802 794 . 33 39 50 73 74
Denmark 801 805 8.3 802 812 807 871 83 8.2 85 80 840 80| 56 46 39 45 40
Finland 767 643 652 668 684 694 796 751 746 751 759 765 36 144 125 111 98 92
France 69.7 667 662 665 668 681 750 745 743 741 744 744 70 105 109 103 103 85
Germany 757 729 722 725 731 748 801 795 796 796 797 811 53] 84 93 88 83 77
Greece 734 726 719 716 709 713 768 774 769 771 769 771 44 62 64 72 17 15
Hungary . 602 603 606 626 633 . 674 666 663 67.8 680 . 107 95 85 75 70
Iceland®® 852 843 842 860 882 882 873 873 871 879 894 898 24 34 33 23 14 18
Ireland 67.8 666 676 714 735 756 777 758 756 778 782 791 128 121 106 82 61 45
Italy 720 653 650 667 671 676 770 723 722 737 737 738 65 97 98 96 90 84
Japan 813 81 84 8L7 8L0 810 830 850 854 83 853 852 21 35 35 43 50 51
Korea 739 767 760 7.7 715 733 762 786 782 778 771 769 30 24 28 79 73 48
Luxembourg 764 744 743 746 744 750 774 763 757 760 757 764 13 25 19 19 17 18
Mexico® 841 827 847 848 848 840 8.4 864 872 871 864 858 26 43 28 26 18 21
Netherlands 752| 757 779 796 803 821 797 80 8L4 84 826 839 57 53 44 34 27 22
New Zealand 761 790 784 771 773 780 830 842 841 835 832 832 83 62 67 77 71 62
Norway® 78.6 80.0| 817 828 821 8L5 83.4 84.1] 850 856 850 848 5.8 4.8| 39 32 34 36
Poland . 652 661 658 636 612 . 735 732 728 723 717 . 113 98 95 120 146
Portugal 786 710 719 757 757 762 814 761 767 789 791 788 34 67 62 40 44 32
Slovak Republic . 692 677 667 635 6L5 . Tl 772 715 T2 770 . 102 110 119 161 187
Spain® 710 636 649 670 696 714 804 771 772 777 783 791 118 174 159 137 111 97
Sweden® 852| 732 724 735 748 761 867 8L7 8.0 8.7 809 812 18 107 108 88 75 63
Switzerland® 90 8.8 89 8.2 87.2 873 911 898 899 901 896 894 12 34 44 32 27 23
Turkey 769 749 747 741 728 712 836 805 799 796 791 764 80 69 65 70 80 68
UnitedKingdom® 821 763 774 781 784 791 883 846 844 839 841 843 71 98 82 69 68 61
United States” 807 797 8.1 805 805 806 856| 843 842 842 840 839 57 54 49 45 41 39
European Union® ~ 746| 702 704 713 720 732 802 779 778 781 784 789 671 98 96| 87 82 73
OECD Europé 752| 707 708 714 716 720 goo| 779l 778l 780 781 780 67 93 90 84 83 77
Total OECDY 782| 756 759 760 761 763 828 812 812 812 812 8L1 54 69 65 64 63 58

| Indicates break in series.

a) Ratiosrefer to persons aged 15 to 64 years who are in employment or in the labour force divided by the working age population, or in unemployment divided by the labour force.
b) Refersto personsages 16 to 64.

c) Theyear 1990 refersto 1991.

d) For above countries only.

Source: OECD, Labour Force Statistics, 1980-2000, Part I, forthcoming.

For Austria, Belgium, Denmark, Greece, Italy, Luxembourg, the Netherlands and Portugal data are from the European Labour Force Survey.
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TableB. Employment/population ratios, activity rates and unemployment rates by sex for personsaged 15-64 years® (cont.)

Women
Percentages
Employment/popul ation ratio Labour force participation rate Unemployment rate
1990 1996 1997 1998 1999 2000 | 1990 1996 1997 1998 1999 2000 | 1990 1996 1997 1998 1999 2000
Australia 571 587 57.8 592 5903 616 | 615 638 630 639 636 655 72 80 81 73 67 59
Austria . 586 585 500 597 597 . 6L8 6L8 625 627 625 . 53 53 56 48 46
Belgium 408| 456 467 475 502 519 461] 520 529 538 560 566 115 124 116 117 103 83
Canada 627 6L5 622 636 647 658 | 683 679 683 691 698 705 81 93 89 80 73 67
Czech Republic . 606 599 587 574 569 . 636 637 640 641 637 . 47 60 82 105 106
Denmark 706 674 694 703 716 721 776 736 742 751 761 759 90/ 84 65 64 59 50
Finland 715 594 604 612 635 645 | 735 699 695 697 712 720 27 150 131 121 108 106
France 503 517 515 523 529 543 | 572 603 601 608 613 6L7 121 143 142 139 137 120
Germany 522| 555 554 560 565 57.7 | 564/ 615 620 623 623 632 74 97 107 100 93 87
Greece 375 385 391 403 407 413 | 426 458 460 485 497 497 1200 158 151 168 182 169
Hungary . 455 455 473 490 497 . 499 493 508 523 527 . 88 77 69 63 56
Iceland®® 745 765 756 783 802 8L0 | 768 798 791 809 83 833 30 41 44 33 25 28
Ireland 366 430 446 482 513 533 | 426 488 497 521 543 557 140 119 104 75 55 42
Italy 364/ 361 362 371 381 393 | 432 433 436 445 456 462 158 166 168 167 164 149
Japan 558 568 576 572 567 567 | 571 589 597 598 595 596 23 36 36 42 47 47
Korea 490 511 516 474 481 501 | 499 519 528 504 508 5.8 19 16 24 58 53 34
Luxembourg 414 436 454 456 485 500 | 425 457 471 476 502  5L7 25| 47 37 42 33 32
Mexico® 342 374 397 400 396 401 | 357 393 417 415 407 412 43 49 47 36 27 25
Netherlands 467| 548 569 589 613 634 | 524/ 596 613 625 644 657 109 81 72 58 49 35
New Zesland 585 634 627 621 630 635 | 632 675 672 671 67.4 675 73 61 67 74 66 59
Norway” 67.2 70.4| 722 736 738 740 70.7 74.1] 753 761 761 765 49 4.9] 41 33 30 32
Poland . 518 518 522/ 516 489 . 605 599 597 598 599 . 143 135 126 138 184
Portugal 533 542 555 583 596 604 571 595 603 621 630 636 671 88 79 61 54 51
Slovak Republic . 546 540 535 521 515 . 625 620 6L7 623 632 . 127 129 132 164 186
ain® 316 330 343 357 383 411 | 418 470 480 487 499 518 | 244 298 284 267 232 206
Sp
Sweden® 8L0| 699 689 694 709 723 825 771 763 755 760 764 18 96 99 80 67 54
Switzerland® 687 693 698 7.0 718 716 | 706 723 727 742 745 739 26 42 40 43 36 32
Turkey 329 208 275 279 201 251 | 360 317 299 301 316 270 87 61 80 71 79 68
United Kingdom® 628 633 640 642 649 655 | 67.2 675 680 678 684 689 65 63 58 53 51 48
Uniited States” 640/ €63 671 674 676 679 | 678 701 707 707 707 708 56/ 55 51 47 44 42
EuropeanUnion”  482| 500 505 514/ 525 539 | 542 571 576 582 590 598 | 109 124 123 117 110 99
OECD Europe’ 484 07| 512 520/ 529 539 | 543 57.7] 580 587 595 602 107 120/ 118 113 110 105
Total OECD® 533 549 556 559 565 571 | 57.3] 597 603 605 609 613 81 90 87 85 82 78

| Indicates break in series.

a) Ratiosrefer to persons aged 15 to 64 years who are in employment or in the labour force divided by the working age population, or in unemployment divided by the labour force.

b) Refersto persons ages 16 to 64.

c) Theyear 1990 refersto 1991.

d) For above countries only.

Source: OECD, Labour Force Statistics, 1980-2000, Part 111, forthcoming.

For Austria, Belgium, Denmark, Greece, Italy, Luxembourg, the Netherlands and Portugal data are from the European Labour Force Survey.
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Table C. Unemployment, labour force participation rates and employment/population ratios by age and sex

Both sexes
Percentages
1990 1997 1998 1999 2000
15t024 25t054 55t064 | 15t024 25t054 55t064 | 15t024 25t054 55t064 | 15t024 25t054 55t064 | 15t024 25t054 55t064
Australia Unemployment rates 13.2 5.1 5.4 15.9 6.6 7.2 145 6.3 6.1 135 5.4 5.8 12.3 5.0 4.0

Labour force participation rates 70.4 79.9 441 66.8 79.6 451 67.6 80.0 46.6 68.4 79.6 46.9 69.0 80.5 49.0
Employment/population ratios 61.1 75.8 41.8 56.2 74.4 41.9 57.8 75.0 437 59.2 75.3 442 60.5 76.5 47.1

Austria Unemployment rates . . . 7.6 4.8 5.2 75 5.0 6.4 59 45 4.8 6.3 4.3 6.7
Labour force participation rates . . . 58.4 83.9 30.0 58.5 84.7 29.9 58.4 85.1 30.7 56.1 85.3 314
Employment/population ratios . . . 54.0 79.9 285 54.2 80.4 28.0 54.9 813 29.2 52.5 81.6 29.2

Belgium Unemployment rates 145 6.5 35 213 7.9 47 204 8.4 53 22.6 74 5.7 15.2 5.8 3.2

Labour force participation rates 355 76.7 222 32.0 81.0 231 32.6 81.2 23.8 32.9 82.5 26.2 35.7 82.8 25.9
Employment/population ratios 30.4 7.7 214 25.2 74.6 22.0 26.0 74.4 225 255 76.4 24.7 30.3 77.9 25.0

Canada Unemployment rates 12.4 73 6.0 16.2 7.8 7.6 151 71 6.9 14.0 6.4 59 12.6 5.7 5.4
Labour force participation rates 69.7 84.2 49.3 61.5 83.9 48.2 61.9 84.3 48.6 63.5 84.6 49.9 64.4 84.8 51.2
Employment/population ratios 61.1 78.0 46.3 515 77.3 44.5 52.5 783 453 54.6 79.2 46.9 56.3 79.9 48.4

Czech Republic  Unemployment rates . . . 86 41 3.6 124 55 38 17.0 75 4.8 17.0 7.7 52
Labour force participation rates . . . 48.3 88.7 39.7 49.1 88.5 38.6 48.3 88.6 394 46.1 88.4 38.2
Employment/population ratios . . . 4.2 85.0 38.3 43.0 83.7 37.1 40.1 81.9 375 38.3 81.6 36.3

Denmark Unemployment rates 115 7.9 6.1 8.1 4.8 51 7.2 4.6 51 10.0 4.3 4.2 6.7 4.1 4.0

Labour force participation rates 735 91.2 57.1 74.2 87.0 54.1 716 875 53.1 73.3 88.2 56.6 71.9 87.9 56.9
Employment/population ratios 65.0 84.0 53.6 68.2 82.8 51.4 66.4 83.4 50.4 66.0 84.4 54.2 67.1 84.3 54.6

Finland Unemployment rates 9.1 21 2.7 25.3 10.7 15.0 238 95 14.0 215 8.4 10.2 21.6 8.0 9.4
Labour force participation rates 574 89.7 43.6 44.6 86.8 42.0 458 87.1 42.0 49.4 87.7 43.9 50.6 87.9 46.6
Employment/population ratios 52.0 87.8 26 33.3 715 35.7 34.9 78.9 36.2 38.8 80.3 39.2 39.8 80.9 423

France Unemployment rates 19.1 8.0 6.7 28.1 111 85 254 10.8 8.7 26.6 10.7 8.7 20.7 9.2 7.9
Labour force participation rates 36.4 84.1 38.1 28.0 86.0 36.7 28.0 86.2 36.1 28.4 86.2 374 295 86.2 37.2
Employment/population ratios 29.5 7.4 35.6 20.1 76.4 33.6 20.9 76.8 33.0 20.8 77.0 34.2 233 78.3 34.2

Ger many Unemployment rates 5.6 5.7 116 10.2 8.9 15.3 9.1 8.4 14.8 85 7.9 139 77 73 135
Labour force participation rates 59.8 78.0 41.6 51.1 84.3 45.2 51.1 84.7 44.8 51.2 84.9 4.7 525 86.5 4.7
Employment/population ratios 56.4 73.6 36.8 459 76.8 38.3 46.4 77.6 38.2 46.8 78.2 38.5 484 80.2 38.6

Greece Unemployment rates 23.3 51 16 310 7.7 3.2 29.7 9.0 32 317 9.8 44 29.5 9.6 3.8
Labour force participation rates 394 72.2 415 355 755 421 40.0 76.8 40.4 39.3 77.6 40.2 38.1 77.6 40.6
Employment/population ratios 30.3 68.5 40.8 245 69.7 40.7 28.1 69.9 39.1 26.8 70.0 384 26.9 70.2 39.0

Hungary Unemployment rates . . . 15.9 75 5.7 135 6.8 48 12.4 6.2 2.7 12.1 5.6 3.0
Labour force participation rates . . . 373 75.9 183 40.8 75.4 174 40.7 77.1 19.9 39.0 774 22.9
Employment/population ratios . . . 313 70.2 173 353 70.3 16.6 35.7 72.3 19.4 343 73.0 22.2

Iceland®® Unemployment rates 49 22 21 7.7 3.0 31 6.0 21 1.6 4.4 14 14 a7 1.7 1.7

Labour force participation rates 59.5 90.1 87.2 60.3 91.0 86.4 65.5 90.8 88.1 68.1 92.1 87.1 71.6 92.2 85.7
Employment/population ratios 56.6 88.1 85.4 55.7 88.2 83.7 61.6 88.9 86.7 65.1 90.9 85.9 68.3 90.6 84.2
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Ireland

Italy

Japan

Korea

L uxembourg

Mexico®

Netherlands

New Zealand

Norway?

Poland

Portugal

Slovak Republic

Table C. Unemployment, labour force participation rates and employment/population ratios by age and sex (cont.)

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

1990

1998

1999

2000

15t024 25t054 55to64

15t024 25t054 55to64

15t024 25t054 55to64

15t024 25t054 55to64

17.7
50.3
41.4

289
46.8
33.3

4.3
44.1
42.2

7.0
35.0
325

37
47
431

5.4
52.2
49.3

111
59.6
53.0

14.1
67.9
58.3

11.8
60.5
53.4

104
58.4
52.4

125
68.5
60.0

6.6
72.8
68.0

16
80.9
79.6

19
74.6
73.2

14
72.8
718

22
65.9
64.4

72
76.0
70.6

6.0
81.2
76.3

42
85.9
82.3

3.7
79.8
76.9

8.4
42.1
38.6

18
325
320

2.7
64.7
62.9

0.8
62.4
61.9

0.8
28.4
28.2

10
54.6
54.1

3.8
30.9
29.7

4.6
43.8
418

21
63.1
61.8

17
47.6
46.8

16.2
454
38.1

33.6
38.0
252

6.6
48.6
453

7.7
34.4
317

7.3
374
34.7

6.3
53.5
50.1

9.7
63.1
56.9

131
66.9
58.1

10.6
61.6
55.1

24.7
38.3
28.8

141
44.2
37.9

21.7
48.1
357

Both sexes
Percentages
1997
15t024 25t054 551064

9.6 6.2
74.2 42.6
67.1 40.0
9.6 4.4
724 28.6
65.5 27.3
28 39
82.2 66.9
79.9 64.2
21 11
76.6 64.4
75.0 63.7
21 0.9
76.0 24.0
74.4 23.7
25 11
70.1 56.1
68.4 55.4
4.8 39
81.8 32.7
77.8 314
53 4.0
82.1 56.8
77.8 54.5
3.0 1.9
87.7 67.3
85.0 66.0
10.0 53
82.9 355
74.7 33.6
57 52
834 49.4
78.6 46.8
9.9 10.6
88.0 68.8
79.3 60.6

117
48.6
43.0

338
384
254

7.7
48.3
44.6

16.0
313
26.3

6.4
353
33.1

53
54.0
511

8.8
66.1
60.3

14.6
65.2
55.7

9.1
63.8
57.9

232
37.3
28.6

9.4
475
43.0

23.6
48.3
34.0

7.3
76.0
70.5

9.8
73.4
66.2

3.4
82.1
79.2

6.3
75.0
70.3

25
76.7
74.7

2.2
69.8
68.3

3.7
82.3
79.3

6.1
81.8
76.8

24
87.9
85.8

9.5
82.9
75.0

4.2
84.0
80.4

10.2
87.4
78.4

51
43.9
41.6

4.7
29.0
217

5.0
67.1
63.8

4.0
61.5
59.0

0.6
251
250

10
54.4
53.9

23
33.8
33.0

4.6
58.4
55.7

18
68.4
67.2

5.9
343
323

35
52.3
50.5

116
69.4
60.0

85
50.7
46.3

329
38.1
255

9.3
47.2
429

14.2
31.3
26.8

6.8
34.0
317

34
52.5
50.8

74
67.7
62.7

13.7
63.3
54.6

9.6
63.9
57.8

30.0
34.7
24.3

9.1
47.6
433

321
48.1
30.2

53
77.2
731

95
73.9
66.9

4.0
81.9
78.7

5.8
747
70.4

20
78.3
76.7

18
69.1
67.8

3.0
83.0
80.6

54
82.1
77.6

24
87.6
855

10.8
82.6
73.7

4.1
84.3
80.8

131
87.6
76.1

4.2
45.7
437

4.9
28.9
275

54
67.1
63.4

45
60.9
58.1

1.0
26.5
26.3

0.8
55.7
55.2

27
36.3
35.3

50
59.9
57.0

11
68.0
67.3

7.7
35.2
325

3.6
53.2
513

156
69.1
57.2

6.4
51.6
48.2

315
38.1
26.1

9.2
47.0
42.7

10.2
318
285

6.4
34.0
318

44
518
496

53
722
68.4

13.2
63.0
54.7

10.2
64.7
57.7

35.2
37.8
24.6

8.4
45.8
41.9

35.2
47.2
284

4.0
785
75.3

8.8
74.2
67.7

4.1
81.9
78.6

37
75.2
72.4

2.0
79.8
78.2

15
69.3
68.3

23
83.6
817

45
82.3
78.6

2.6
87.6
85.2

139
82.4
71.0

3.4
84.7
81.9

155
88.4
4.7

25
46.3
45.2

4.7
28.6
273

5.6
66.5
62.7

26
59.2
57.6

14
27.6
27.2

12
53.5
52.8

19
38.6
37.9

47
60.0
57.2

13
68.0
67.1

9.4
313
284

33
53.5
517

18.3
68.9
55.4
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Spain®

Sweden?

Switzerland®

Turkey

United Kingdom?®

United States®

European Union®

OECD Europe®

Total OECD®

Table C. Unemployment, labour force participation rates and employment/population ratios by age and sex (cont.)

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

1990

1998

1999

2000

15t024 25t054 55t064

15t024 25t054 55t064

15t024 25t054 55t064

15t024 25t054 55t064

30.1
54.9
38.3

45
69.1
66.0

32
71.6
69.3

16.0
54.7
459

10.1
78.0
70.1

11.2
67.3
59.8

15.8
54.7
46.1

155
55.0
46.5

11.6
55.8
49.3

131
70.3
61.1

1.3
92.8
91.6

1.6
85.9
84.5

54
65.1
61.6

5.8
83.9
79.0

4.6
835
79.7

6.8
78.7
734

6.6
77.4
723

4.8
78.9
75.1

81
40.0
36.8

15
70.5
69.4

12
720
711

31
441
42.7

7.2
53.0
49.2

33
55.9
54.0

6.4
41.0
38.4

59
41.9
395

4.1
50.4
483

37.1
46.6
293

21.0
50.2
39.6

6.0
67.0
62.9

14.3
46.2
39.6

135
70.5
61.0

113
65.4
58.0

20.5
46.7
37.1

19.0
46.1
37.3

134
51.7
447

Both sexes
Percentages
1997
151024 25t054 55t064

181 113
753 378
616 335
9.0 8.2
886  68.2
807 627
41 2.9
869 728
834 707
46 16
617 405
589 399
59 6.3
833 517
784 485
39 2.9
841 589
809  57.2
9.3 9.4
813 408
738 370
86 8.4
796 417
727 381
6.0 5.4
804 508
756 480

341
46.4
30.6

16.8
50.0
41.6

5.8
67.2
63.3

14.2
45.1
38.7

12.3
69.5
61.0

10.4
65.9
59.0

18.7
47.2
38.3

17.7
46.3
38.1

12.8
51.9
45.2

16.5
75.6
63.1

7.6
88.0
81.3

33
87.9
84.9

4.9
62.1
59.0

5.0
83.3
79.1

35
84.1
81.1

8.7
817
74.6

8.2
79.9
73.3

5.9
80.4
75.6

10.3
38.8
34.8

6.5
67.5
63.0

33
73.9
715

18
411
40.3

53
51.0
48.3

2.6
59.3
57.7

8.9
40.7
37.1

8.1
41.6
38.2

55
50.8
48.0

285
47.4
339

14.2
51.1
438

57
68.6
64.7

15.2
46.4
39.3

12.3
69.2
60.7

9.9
65.5
59.0

17.6
47.5
39.1

17.7
46.5
38.3

125
51.8
45.3

139
76.2
65.6

6.2
88.0
82.6

2.6
875
85.2

5.8
62.1
58.5

4.9
83.8
79.7

3.2
84.1
814

8.2
82.1
75.4

8.0
80.1
737

5.7
80.4
75.8

9.9
38.7
34.9

6.7
68.6
64.0

26
73.6
7.7

1.8
41.3
40.6

51
52.1
494

27
59.3
57.7

85
41.4
37.8

8.1
422
38.8

5.6
51.3
48.4

255 124 9.6
48.2 774 40.7
359 67.8 36.8

11.9 49 6.1
52.3 88.1 69.4
46.1 83.8 65.1

4.8 23 2.8
68.3 87.4 720
65.0 854 70.0

13.2 5.0 23
41.8 59.2 36.1
36.3 56.2 35.3

118 4.4 4.4
69.7 84.1 52.8
61.5 80.4 50.5

9.3 31 25
65.9 84.1 59.2
59.8 81.5 57.7

15.6 73 8.0
48.3 82.7 41.8
40.8 76.6 38.5

16.5 7.6 81
46.4 80.2 420
38.7 74.1 38.6

118 53 55
51.9 80.5 51.0
45.7 76.2 48.2

| Indicates break in series.

a) Agegroup 15 to 24 refersto 16 to 24.
b) Theyear 1990 refersto 1991.

c) For above countries only.

Source: OECD, Labour Force Statistics, 1980-2000, Part 111, forthcoming.

For Austria, Belgium, Denmark, Greece, Italy, Luxembourg, the Netherlands and Portugal data are from the European Labour Force Survey.
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Table C. Unemployment, labour force participation rates and employment/population ratios by age and sex

Men
Percentages
1990 1997 1998 1999 2000
151024 25t054 551064 | 15t024 25t054 55t064 [ 15t024 25t054 55t064 | 151024 25t054 55t064 | 151024 25t054 55t064
Australia Unemployment rates 139 4.9 6.3 17.1 6.6 8.7 15.7 6.7 7.0 14.7 55 6.3 131 5.2 4.9

Labour force participation rates 73.0 93.1 63.2 68.7 90.6 59.5 69.9 90.4 60.5 70.8 90.0 61.7 69.8 90.3 61.5
Employment/population ratios 62.8 88.5 59.2 56.9 84.6 54.3 59.0 84.3 56.3 60.3 85.0 578 60.6 85.6 58.5

Austria Unemployment rates . . . 7.8 45 6.0 7.4 49 6.6 55 45 53 6.9 4.2 7.1
Labour force participation rates . . . 61.4 933 430 61.7 93.8 425 62.6 93.8 439 60.7 93.6 445
Employment/population ratios . .- . 56.6 89.1 405 57.1 89.2 39.6 59.2 89.6 41.6 56.5 89.7 414

Belgium Unemployment rates 10.1 4.0 31 176 6.2 4.8 183 6.6 53 22.7 6.1 45 12.9 4.6 34

Labour force participation rates 37.0 92.2 354 34.7 921 339 35.7 91.7 339 355 91.8 36.8 38.7 92.1 36.3
Employment/popul ation ratios 333 88.5 343 285 86.4 32.2 29.2 85.7 321 275 86.2 351 33.7 87.9 35.1

Canada Unemployment rates 13.6 7.2 6.2 171 8.0 76 16.6 72 7.0 153 6.5 6.3 139 5.7 5.4
Labour force participation rates 72.2 93.1 64.3 63.5 90.9 59.6 63.5 91.0 58.8 65.3 91.1 60.7 65.9 91.1 61.0
Employment/population ratios 62.3 86.4 60.3 52.7 83.6 55.1 52.9 84.4 54.7 55.4 85.1 56.9 56.7 85.9 57.7

Czech Republic  Unemployment rates . . . 75 32 31 10.7 39 3.6 15.9 5.9 4.6 16.7 6.0 5.0
Labour force participation rates . . . 56.1 95.2 56.3 55.7 95.1 55.1 54.2 9.1 56.2 51.3 94.9 54.5
Employment/population ratios . . . 51.9 922 54.6 49.8 91.4 53.2 45.6 89.5 53.6 428 89.3 51.7

Denmark Unemployment rates 114 7.5 5.2 6.6 4.1 4.4 6.7 32 42 95 37 32 6.5 35 39

Labour force participation rates 76.5 94.5 69.2 7 925 63.8 715 91.9 61.1 76.7 92.7 61.9 75.2 91.5 64.5
Employment/population ratios 67.8 87.4 65.6 725 88.7 61.0 66.7 88.9 58.5 69.5 89.3 59.9 70.3 88.3 61.9

Finland Unemployment rates 104 25 18 255 104 15.0 232 9.0 14.0 21.0 7.9 10.9 21.2 7.2 9.3
Labour force participation rates 58.1 92.9 47.1 45.6 89.5 445 46.5 90.2 445 49.7 90.5 454 50.4 90.8 48.1
Employment/population ratios 52.1 90.6 46.3 339 80.2 378 35.7 82.1 38.3 39.3 83.4 40.1 39.8 84.1 437

France Unemployment rates 15.3 59 6.0 24.6 9.7 8.6 219 9.3 83 24.2 9.0 8.7 184 7.6 7.6
Labour force participation rates 39.6 95.4 45.8 314 94.8 42.0 30.9 94.5 41.3 321 94.1 42.6 32.7 94.1 41.6
Employment/population ratios 33.6 89.8 43.0 23.7 85.6 38.4 24.2 85.8 37.9 24.3 85.7 38.9 26.7 87.0 38.4

Germany Unemployment rates 5.3 47 9.9 10.7 8.2 14.1 9.7 7.8 137 91 7.3 128 81 6.7 12.6
Labour force participation rates 62.0 91.2 57.7 55.3 934 55.7 55.7 93.6 55.2 55.7 93.9 55.1 57.1 95.8 55.2
Employment/population ratios 58.7 86.9 52.0 494 85.8 47.9 50.3 86.3 47.6 50.7 87.0 48.0 525 89.4 48.2

Greece Unemployment rates 15.1 3.2 18 22.2 49 33 214 5.7 29 23.0 6.2 4.1 221 6.1 35
Labour force participation rates 441 94.3 59.5 38.7 94.6 61.0 435 94.4 57.5 41.3 94.5 57.1 410 94.3 57.3
Employment/popul ation ratios 374 91.3 58.4 30.1 89.9 59.0 34.2 89.0 55.8 318 88.7 54.8 31.9 88.6 55.3

Hungary Unemployment rates . . . 16.9 8.2 6.3 14.8 7.3 4.7 13.2 6.7 3.4 13.0 6.2 3.7
Labour force participation rates . . . 43.6 85.0 278 46.5 82.8 26.9 46.2 84.4 30.8 444 84.5 345
Employment/population ratios . . . 36.2 78.0 26.1 39.6 76.8 25.6 40.0 78.7 29.7 387 79.2 33.2

Iceland®® Unemployment rates 5.8 18 1.0 83 23 2.8 6.4 13 18 4.4 0.7 0.9 57 11 0.5

Labour force participation rates 60.1 97.0 93.5 59.2 96.7 91.7 63.8 96.1 93.3 66.2 97.1 94.1 70.1 96.1 94.7
Employment/population ratios 56.6 95.2 92.6 54.3 94.5 89.1 59.7 94.8 91.6 63.3 96.4 93.2 66.1 95.1 94.2
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Ireland

Italy

Japan

Korea

Luxembourg

M exico®

Netherlands

New Zealand

Norway?

Poland

Portugal

Slovak Republic

Table C. Unemployment, labour force participation rates and employment/population ratios by age and sex (cont.)

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

1990

1998

1999

2000

15t024 25t054 55to64

15t024 25t054 55to64

15t024 25t054 55to64

15t024 25t054 55to64

15t024 25t054 55to64

19.0
53.2
43.1

234
50.7
38.8

4.5
43.4
41.4

9.5
28.4
25.7

2.7
457
445

52
712
67.5

10.3
60.0
53.8

149
714
60.7

12.4
63.9
56.0

79
63.8
58.7

120
91.8
80.9

39
94.0
90.2

14
97.5
96.2

25
94.6
92.2

11
95.1
94.0

15
96.8
95.4

5.0
93.4
88.8

6.6
93.4
87.2

47
92.3
88.0

2.4
94.0
91.7

8.5
65.0
59.5

17
51.7
50.9

3.4
83.3
80.4

12
77.2
76.3

11
432
42.7

10
85.9
85.1

2.8
45.8
44.5

4.9
56.8
54.0

3.0
72.8
70.7

19
65.9
64.6

16.9
48.8
40.6

28.7
422
30.1

6.9
494
46.0

95
28.2
255

5.6
394
37.2

5.4
77
67.8

9.2
64.3
58.4

13.2
69.6
60.4

10.2
64.8
58.2

22.0
42.3
33.0

110
485
431

211
53.6
385

Men
Percentages

1997

9.8 6.5
90.4 617
81.5 57.7
75 4.6
89.8 435
83.0 415
25 5.0
97.6 85.1
95.1 80.9
24 15
94.0 79.9
91.8 787
15 0.8
934 358
92.0 355
20 .9
96.9 837
95.0 829
3.6 32
935 44.4
90.1 43.0
53 4.7
92.0 69.3
87.2 66.0
3.0 21
92.2 74.9
89.5 733
8.2 5.6
89.4 453
821 427
5.0 6.4
92.7 62.2
88.0 58.2
8.9 71
9.1 394
85.7 36.6

121
52.5
46.2

30.2
43.7
30.5

8.2
48.8
44.8

20.8
26.3
20.8

5.8
37.2
35.1

4.7
718
68.4

8.3
67.3
61.7

15.6
67.9
57.3

8.9
66.4
60.5

215
41.0
32.2

82
51.1
46.9

238
54.5
35.8

7.7
91.5
84.4

7.3
90.5
83.9

31
97.3
94.3

7.1
93.6
86.9

1.7
94.4
928

19
96.7
94.8

2.6
93.5
91.0

6.0
91.4
85.9

23
92.4
90.2

8.0
89.3
82.2

31
93.1
90.2

9.4
93.7
84.7

53
63.1
59.7

4.7
435
415

6.3
85.2
79.8

54
75.5
714

0.0
35.1
35.1

11
83.3
82.4

18
47.0
46.2

49
70.6
67.1

2.0
76.0
74.5

6.2
44.5
417

3.8
66.8
64.2

71
42.0
39.0

8.7
54.3
49.6

28.6
424
30.3

103
41.7
42.8

17.9
26.5
217

6.2
36.0
337

27
69.8
67.9

6.6
67.4
62.9

14.6
66.9
57.2

9.6
66.7
60.2

28.3
37.9
27.2

75
518
47.9

321
53.3
314

57
91.6
86.4

6.9
90.5
84.3

3.7
97.1
93.6

6.6
92.3
86.2

14
94.2
92.9

16
96.4
94.8

21
93.4
91.5

55
911
86.0

2.6
91.8
89.4

10.0
88.7
79.8

3.7
93.2
89.7

12.7
93.7
81.6

4.2
64.3
61.6

4.6
42.8
40.8

6.7
85.2
79.5

6.2
73.6
69.0

0.7
35.6
354

11
825
817

21
49.8
48.8

55
77
67.7

13
74.5
73.6

8.7
45.8
41.8

44
65.3
62.4

10.4
411
36.9

6.1
56.1
52.7

284
42.2
30.2

104
47.4
425

12.9
26.7
233

57
374
353

4.2
68.4
65.6

4.7
734
69.9

141
65.9
56.6

95
67.5
60.2

333
40.9
273

55
50.5
471.7

36.4
51.6
285

43
92.0
88.1

6.4
90.4
84.6

39
97.1
93.5

43
92.0
88.0

14
94.2
92.8

14
96.3
95.0

17
93.8
92.2

44
91.3
87.3

29
91.4
88.7

121
88.3
77.6

27
92.7
90.2

15.2
93.9
79.6

2.6
64.7
63.0

4.6
42.2
40.3

6.8
84.1
784

37
70.8
68.2

2.0
38.6
37.9

14
80.9
79.8

17
50.8
49.9

54
72.2
68.3

18
74.4
731

9.1
40.4
36.7

3.8
65.0
62.5

135
41.0
355
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Spain®

Sweden®

Switzerland®

Turkey

United Kingdom?

United States®

European Union°®

OECD Europe’

Total OECD®

Table C. Unemployment, labour force participation rates and employment/population ratios by age and sex (cont.)

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

1990

1998

1999

2000

15t024 25t054 55to64

15t024 25t054 55to64

15t024 25t054 55to64

15t024 25t054 55to64

15t024 25t054 55to64

23.2
61.7
47.4

45
69.3
66.1

3.0
72.9
70.7

16.6
71.8
59.9

11.1
83.5
74.2

11.6
71.8
63.5

13.6
58.6
50.6

14.0
60.9
524

11.1
61.3
545

9.3
94.3
85.5

1.3
94.7
935

0.8
97.8
97.0

5.2
94.2
89.3

5.6
94.8
89.5

4.6
93.4
89.1

53
93.7
88.8

52
93.8
89.0

4.2
94.4
90.5

8.4
62.4
57.2

13
75.4
744

14
86.4
85.2

4.0
61.3
58.8

8.4
68.1
62.4

38
67.8
65.2

6.2
56.6
53.1

5.8
57.7
54.4

44
66.4
63.5

30.3
51.6
36.0

21.6
51.4
40.3

8.0
69.0
63.5

13.9
61.3
52.8

15.6
74.6
63.0

11.8
68.2
60.1

18.8
50.6
411

175
52.1
429

13.0
57.1
49.7

Men
Percentages
1997
13.6 10.8
92.6 56.6
80.1 50.5
9.2 9.5
91.0 715
82.6 64.7
4.0 31
97.0 81.9
93.2 79.3
45 2.0
92.7 57.0
88.5 55.9
6.7 7.8
91.6 63.6
85.4 58.6
3.7 3.1
91.8 67.6
88.4 65.5
8.1 9.3
92.5 52.7
85.0 47.8
75 8.1
92.3 52.6
85.4 48.3
5.3 5.6
93.1 63.6
88.2 60.0

27.1
51.7
37.7

175
51.4
424

4.7
70.8
67.5

14.9
59.7
50.8

14.0
73.2
63.0

111
68.4
60.8

17.3
51.2
423

16.7
52.2
434

12.6
57.3
50.1

115
92.7
82.0

7.8
90.5
834

2.8
97.1
94.3

5.0
92.7
88.1

54
91.4
86.4

33
91.8
88.8

7.4
92.6
85.8

7.0
92.3
85.9

52
93.1
88.2

9.6
57.7
52.1

7.8
71.3
65.8

4.0
81.6
78.4

2.3
58.0
56.7

6.8
62.6
58.3

2.8
68.1
66.2

8.6
52.4
479

7.7
52.4
484

5.7
63.5
59.9

21.7
52.7
413

14.8
52.6
44.8

5.6
67.9
64.1

15.8
60.3
50.8

14.1
73.2
62.9

10.3
68.0
61.0

16.3
515
431

16.8
52.2
434

12.3
57.1
50.0

9.2
92.7
84.2

6.5
90.3
84.4

2.2
97.2
95.1

59
91.7
86.3

5.4
91.6
86.7

3.0
91.7
89.0

6.8
92.7
86.3

6.9
92.2
85.9

51
92.9
88.1

9.4
57.8
52.4

7.3
72.3
67.1

25
80.9
78.9

2.6
55.9
54.4

6.4
63.5
59.4

27
67.9
66.1

8.3
52.8
48.5

75
52.8
48.8

5.7
63.8
60.1

195 79 8.8
53.2 92.8 60.3
42.8 85.4 55.0

12.3 5.2 6.9
53.3 90.6 72.8
46.7 85.8 67.8

5.6 1.6 3.0
70.5 96.7 79.3
66.5 95.2 77.0

13.6 5.0 3.0
56.9 89.4 53.0
49.1 84.9 51.4

13.2 4.8 55
737 91.9 63.3
63.9 87.5 59.8

9.7 29 24
68.6 91.6 67.3
62.0 89.0 65.6

14.3 6.1 7.8
52.3 93.1 53.0
448 87.5 48.9

15.6 6.4 7.3
52.3 92.3 52.5
441 86.4 48.7

11.7 47 55
57.1 929 63.0
50.4 88.5 59.6

| Indicates break in series.

a) Agegroup 15 to 24 refersto 16 to 24.
b) Theyear 1990 refersto 1991.

c) For above countries only.

Source: OECD, Labour Force Statistics, 1980-2000, Part 111, forthcoming.

For Austria, Belgium, Denmark, Greece, Italy, Luxembourg, the Netherlands and Portugal data are from the European Labour Force Survey.
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Table C. Unemployment, labour force participation rates and employment/population ratios by age and sex

Women
Percentages
1990 1997 1998 1999 2000
151024 25t054 551064 | 15t024 25t054 55t064 [ 15t024 25t054 55t064 | 151024 25t054 55t064 | 151024 25t054 55t064
Australia Unemployment rates 124 55 30 145 6.5 4.2 13.2 5.7 4.4 12.0 53 4.7 115 4.6 24

Labour force participation rates 67.7 66.6 24.9 64.7 68.7 30.6 65.1 69.6 324 65.9 69.2 317 68.1 70.7 36.3
Employment/population ratios 50.3 63.0 24.2 55.4 64.2 29.3 56.5 65.6 31.0 58.0 65.6 30.3 60.4 67.4 35.4

Austria Unemployment rates . . . 7.3 5.0 33 7.6 52 5.7 6.4 4.6 34 5.6 4.4 59
Labour force participation rates . . . 55.4 744 17.9 555 75.5 18.1 54.2 76.3 18.3 515 76.8 18.9
Employment/population ratios . .- . 51.4 70.7 173 51.3 716 171 50.7 72.8 17.6 48.6 735 17.8

Belgium Unemployment rates 19.2 10.3 49 25.7 10.2 43 23.0 10.7 54 22.4 9.0 8.1 18.2 74 2.8

Labour force participation rates 341 60.8 9.9 29.3 69.7 13.0 294 70.5 14.2 30.1 729 16.1 326 73.2 15.8
Employment/population ratios 275 54.5 9.4 21.8 62.6 124 22.6 62.9 134 234 66.4 14.8 26.7 67.8 154

Canada Unemployment rates 11.0 7.6 5.7 152 76 76 136 6.9 6.7 12.6 6.3 53 113 5.8 55
Labour force participation rates 67.3 75.4 34.9 59.3 76.9 37.1 60.2 77.6 38.7 61.7 78.2 39.4 62.9 78.6 41.6
Employment/population ratios 59.9 69.7 33.0 50.3 71.0 34.3 52.1 722 36.1 53.9 73.2 37.3 55.8 74.0 39.3

Czech Republic  Unemployment rates . . . 103 5.3 45 14.8 7.3 44 185 95 51 174 9.9 54
Labour force participation rates . . . 40.2 82.1 24.9 421 819 239 42.1 82.0 24.4 40.6 81.8 23.7
Employment/population ratios . . . 36.1 1.7 238 35.8 76.0 229 34.3 74.2 232 336 73.7 224

Denmark Unemployment rates 11.6 84 75 9.9 57 6.0 7.6 6.1 6.4 105 4.9 5.6 7.0 4.7 4.2

Labour force participation rates 70.4 87.7 45.8 70.4 81.7 439 716 82.9 44.3 70.1 835 50.6 68.8 84.3 48.2
Employment/population ratios 62.2 80.3 424 63.4 77.0 41.2 66.1 77.8 415 62.8 79.4 47.8 64.0 80.4 46.2

Finland Unemployment rates 8.3 1.6 28 25.0 111 15.0 245 10.1 139 222 9.0 9.4 220 8.8 9.4
Labour force participation rates 56.9 86.5 40.8 43.6 84.0 39.6 45.1 84.0 39.7 49.1 84.8 424 50.8 85.0 452
Employment/population ratios 52.2 85.1 39.7 32.7 74.6 337 34.1 75.6 34.2 38.2 77.1 384 39.9 77.6 40.9

France Unemployment rates 239 10.7 7.6 32.8 129 85 30.0 127 9.3 29.7 12.6 8.7 237 1.1 8.3
Labour force participation rates 33.1 72.9 311 245 77.3 31.6 250 77.9 312 24.6 78.4 325 26.2 78.4 32.9
Employment/population ratios 25.2 65.1 28.8 16.5 67.3 28.9 175 68.0 28.3 173 68.5 29.6 20.0 69.6 30.2

Germany Unemployment rates 6.0 7.1 152 9.6 9.8 17.2 8.3 9.2 165 7.7 8.7 155 72 8.0 15.0
Labour force participation rates 57.4 64.1 26.4 46.6 74.9 34.8 46.2 75.6 34.4 46.3 75.7 34.3 476 76.9 34.1
Employment/population ratios 54.0 59.6 224 422 67.5 28.8 424 68.6 28.7 42.8 69.2 289 442 70.8 29.0

Greece Unemployment rates 32.6 8.6 12 40.6 119 31 39.3 139 37 41.0 152 5.0 37.7 147 4.4
Labour force participation rates 35.3 51.5 24.3 32.6 57.5 251 36.6 59.9 245 374 61.5 244 354 61.7 255
Employment/population ratios 238 47.1 24.0 194 50.7 24.4 222 51.6 23.6 221 52.1 231 220 52.6 24.4

Hungary Unemployment rates . . . 145 6.7 4.4 11.6 6.1 51 113 5.6 13 10.9 5.0 16
Labour force participation rates . . . 30.6 67.2 10.8 349 68.2 10.0 35.0 70.0 11.4 333 70.4 135
Employment/population ratios . . . 26.2 62.7 10.3 30.9 64.0 9.5 311 66.1 113 29.7 66.9 133

Iceland®® Unemployment rates 39 26 34 71 3.9 35 5.6 29 14 4.4 21 19 3.6 24 3.2

Labour force participation rates 58.8 83.0 8L1 61.5 85.1 81.2 67.3 85.4 83.0 70.1 87.0 80.3 73.2 88.2 76.8
Employment/population ratios 56.5 80.8 783 57.2 81.8 78.4 63.5 82.9 81.9 67.0 85.1 78.8 70.6 86.0 74.4
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Ireland

Italy

Japan

Korea

Luxembourg

M exico®

Netherlands

New Zealand

Norway?

Poland

Portugal

Slovak Republic

Table C. Unemployment, labour force participation rates and employment/population ratios by age and sex (cont.)

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

1990

1998

1999

2000

15t024 25t054 55to64

15t024 25t054 55to64

15t024 25t054 55to64

15t024 25t054 55to64

15t024 25t054 55to64

16.1
47.3
39.6

354
43.0
27.8

4.1
44.8
43.0

55
40.7
385

4.7
440
42.0

5.8
345
325

119
59.2
52.2

13.2
64.3
55.8

11.0
56.9
50.7

133
53.0
46.0

135
455
39.3

11.3
52.1
46.2

21
64.2
62.9

0.9
54.2
53.7

2.2
49.7
48.6

38
38.2
36.8

10.9
57.9
51.6

5.4
69.3
65.6

3.9
79.2
76.1

5.4
67.0
63.4

8.3
19.9
18.2

20
15.0
14.7

14
47.2
46.5

03
49.6
49.4

0.0
138
138

10
24.4
24.2

6.3
16.9
158

4.0
30.7
29.5

19
53.9
52.8

14
315
311

153
41.9
355

39.9
338
20.3

6.3
417
447

6.6
39.7
37.1

9.2
353
321

7.8
36.5
33.6

10.3
61.8
55.4

129
64.1
55.7

11.1
58.3
51.8

28.0
34.3
24.7

18.0
39.8
32.6

22.6
42.3
32.7

Women
Percentages
1997
9.3 52
58.4 233
53.0 221
131 38
55.1 15.0
47.9 144
32 2.2
66.7 49.5
64.6 484
17 0.5
58.5 50.5
57.5 50.2
29 12
58.0 12.6
56.3 125
35 18
46.3 30.2
4.7 29.6
6.5 55
69.6 210
65.1 19.8
54 29
72.6 444
68.7 431
31 17
82.9 60.0
80.3 59.0
12.0 49
76.5 271
67.3 257
6.5 34
74.8 38.3
69.9 37.0
11.0 5.8
81.9 9.6
72.8 9.0

11.2
44.6
39.6

384
331
20.4

73
47.8
44.3

12.9
35.7
311

7.1
334
31.0

6.4
37.1
34.7

9.3
64.9
58.9

135
62.4
54.0

9.4
61.1
55.3

25.2
33.7
25.2

10.7
43.9
39.2

234
41.9
321

6.6
60.8
56.8

13.9
56.2
48.4

3.8
66.6
64.0

4.9
56.0
53.2

3.9
58.4
56.2

2.7
45.8
44.6

51
70.7
67.1

6.2
725
68.1

24
83.2
81.2

11.2
76.5
67.9

55
75.2
711

11.2
811
72.1

4.6
24.6
235

4.7
155
14.8

29
49.9
485

1.9
48.2
47.2

1.9
15.6
153

0.5
28.3
28.1

35
20.5
198

41
463
44

1.6
61.0
60.0

55
25.7
24.3

29
39.7
38.6

838
103
9.5

83
46.9
42.9

383
338
20.8

82
46.7
429

119
35.4
312

74
31.9
29.5

45
36.1
345

82
68.0
62.5

12.8
59.6
52.0

9.5
61.0
55.2

320
315
214

111
433
385

321
42.8
29.0

438
63.0
60.0

136
57.3
49.5

44
66.4
63.6

4.4
56.6
54.1

29
62.0
60.2

21
44.8
439

4.1
72.4
69.4

53
735
69.6

22
83.2
814

118
76.7
67.6

4.7
75.8
722

134
815
70.6

4.3
26.9
257

5.6
15.9
15.0

33
49.8
48.2

21
48.9
47.8

15
17.7
175

0.2
29.5
29.4

39
22.8
21.9

4.1
48.4
46.3

0.8
61.5
61.1

6.1
26.1
245

24
42.8
41.7

6.7
111
10.3

6.9
46.9
43.7

35.3
34.0
220

7.9
46.6
43.0

85
36.1
331

7.3
30.6
283

4.7
36.1
34.4

59
70.9
66.7

121
59.9
52.7

10.9
61.8
55.0

373
34.8
218

120
41.0
36.1

338
42.6
28.2

3.6
65.0
62.7

125
57.9
50.7

4.4
66.5
63.6

27
578
56.3

29
64.9
63.0

17
45.6
44.8

3.0
73.0
70.9

4.6
738
70.3

23
835
81.6

16.0
76.5
64.3

4.1
77.1
73.9

158
82.9
69.8

24
278
271

4.9
15.9
15.2

3.6
49.7
47.8

14
48.2
475

0.0
16.8
16.8

0.7
28.6
284

21
26.4
25.8

35
48.0
46.3

0.7
61.6
61.2

9.7
23.7
214

26
434
423

87
10.7
9.8
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Table C. Unemployment, labour force participation rates and employment/population ratios by age and sex (cont.)

Women
Percentages
1990 1997 1998 1999 2000

151024 25t054 55t064 | 15t024 25t054 55t064 | 15t024 25t054 55t064 | 15t024 25t054 55t064 | 15t024 25t054 55t064

Spain® Unemployment rates 39.7 20.6 72 46.1 254 12.7 434 241 121 37.3 21.0 11.2 331 18.7 115
Labour force participation rates 475 46.9 195 41.2 58.1 20.6 40.9 58.9 214 41.8 60.2 215 429 62.4 22.7
Employment/population ratios 28.7 37.2 18.1 222 434 18.0 232 44.8 18.8 26.2 47.6 19.1 28.7 50.7 20.1

Sweden® Unemployment rates 4.4 1.2 16 20.3 8.7 6.7 16.1 7.3 52 13.6 5.9 5.9 11.4 4.6 53
Labour force participation rates 68.9 90.8 65.8 489 86.2 65.0 48.5 85.4 63.6 49.5 85.7 64.8 51.2 85.6 65.9
Employment/population ratios 65.9 89.7 64.8 38.9 78.6 60.7 40.7 79.1 60.3 42.8 80.6 61.0 454 817 62.5

Switzerland® Unemployment rates 34 26 0.7 38 4.2 26 7.0 4.0 21 5.7 32 2.8 3.9 31 25
Labour force participation rates 70.3 73.7 53.3 64.8 76.8 60.8 63.5 78.6 63.7 69.3 77.6 64.0 66.0 78.0 62.4
Employment/population ratios 67.9 71.8 53.0 62.3 735 59.2 59.1 755 62.4 65.4 75.1 62.2 63.4 75.6 60.8

Turkey Unemployment rates 15.0 59 1.0 15.1 5.0 0.6 13.0 4.8 0.7 14.2 55 0.2 12.3 4.7 0.5
Labour force participation rates 394 36.0 26.6 317 29.8 24.6 311 304 24.9 329 315 274 27.2 279 20.0
Employment/population ratios 335 339 26.4 26.9 28.3 24.4 271 28.9 24.7 28.3 29.8 274 239 26.6 199

United Kingdom? Unemployment rates 9.0 59 50 11.0 4.9 39 10.5 45 31 10.2 4.3 3.2 10.1 4.0 2.8
Labour force participation rates 724 729 38.7 66.1 75.0 40.3 65.4 75.1 39.8 65.0 75.9 411 65.6 76.1 42.6
Employment/population ratios 65.9 68.6 36.7 58.8 71.3 38.7 58.5 71.7 385 58.4 72.6 39.8 58.9 731 414

United States™ Unemployment rates 10.7 4.6 28 10.7 41 2.7 9.8 38 24 9.5 34 2.6 8.9 33 25
Labour force participation rates 62.9 74.0 45.2 62.6 76.7 50.9 63.3 76.5 51.2 62.9 76.8 515 63.2 76.8 51.8
Employment/population ratios 56.1 70.6 440 55.9 735 49.5 57.2 73.6 50.0 57.0 74.1 50.1 57.6 74.3 50.5

European Union°® Unemployment rates 184 9.1 6.9 225 10.8 9.7 204 10.5 9.4 19.2 9.9 8.9 17.1 8.9 83
Labour force participation rates 50.8 63.7 26.5 42.6 70.0 29.5 431 70.7 29.5 434 715 30.3 4.3 72.2 310
Employment/population ratios 415 57.9 24.7 33.0 62.4 26.7 34.3 63.3 26.7 351 64.4 27.6 36.7 65.7 284

OECD EuropeC Unemployment rates 175 8.7 6.1 21.0 10.2 84 19.1 9.9 82 189 9.6 7.7 17.8 9.2 7.6
Labour force participation rates 49.1 60.8 27.1 40.1 66.8 28.9 40.3 67.3 28.8 40.8 67.9 29.7 40.4 68.0 29.6
Employment/population ratios 40.6 55.5 255 317 59.9 26.4 32.6 60.6 26.4 331 614 274 33.2 61.7 27.3

Total OECD® Unemployment rates 12.1 5.8 3.6 14.0 6.8 4.8 131 6.7 4.7 12.8 6.4 4.7 12.0 6.1 4.6
Labour force participation rates 50.3 63.6 355 46.2 67.8 379 46.5 67.8 37.9 46.5 68.1 38.7 46.6 68.2 38.7
Employment/population ratios 44.2 59.9 34.2 39.7 63.2 36.0 40.4 63.2 36.1 40.6 63.7 36.8 41.0 64.1 36.9
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| Indicates break in series.

a) Agegroup 15 to 24 refersto 16 to 24.

b) Theyear 1990 refersto 1991.

c) For above countries only.

Source: OECD, Labour Force Statistics, 1980-2000, Part 111, forthcoming.

For Austria, Belgium, Denmark, Greece, Italy, Luxembourg, the Netherlands and Portugal data are from the European Labour Force Survey.




T0O0Z @230 ©

Australia

Austria®

Belgium

Canada

Czech Republic

Denmark

Finland

France

Germany

Greece

Hungary

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Table D. Unemployment, labour force participation rates and employment/population ratios
by educational attainment for persons aged 25-64, 1999

Percentages
Both sexes Men Women
Less than upper Upper Tertiary Less than upper Upper Tertiary Less than upper Upper Tertiary
secondary secondary education secondary secondary education secondary secondary education
education education education education education education
84 51 34 9.2 52 36 7.6 49 31
64.5 80.3 84.8 79.4 88.6 92.0 54.0 66.2 78.2
59.1 76.2 82.0 72.1 84.0 88.7 499 62.9 75.7
6.9 36 20 8.0 34 18 6.0 4.0 22
56.6 781 88.1 71.2 86.0 92.4 48.0 68.4 83.0
52.6 75.3 86.4 65.5 83.1 90.7 451 65.6 81.2
12.0 6.6 31 10.0 4.6 24 15.6 83 39
55.8 79.8 88.1 71.2 88.0 92.0 421 705 84.3
49.1 745 85.4 63.3 84.4 89.8 345 64.5 81.0
10.6 6.6 4.2 10.7 6.7 4.1 10.3 6.5 4.4
61.0 80.7 86.1 73.7 88.0 90.9 47.7 729 81.8
54.6 75.4 824 65.8 82.1 87.1 428 68.1 78.2
18.8 6.5 2.6 20.0 50 21 18.0 84 34
57.8 817 89.8 72.3 88.7 95.1 511 74.1 82.3
46.9 76.4 874 57.9 84.3 93.1 41.8 67.9 79.5
7.0 4.1 30 6.8 33 26 7.2 51 35
66.3 84.2 90.6 745 87.7 92.9 60.0 79.9 88.4
61.7 80.7 87.9 69.5 84.8 90.5 55.6 75.8 85.3
131 9.5 4.7 12.0 9.3 33 14.4 9.8 59
67.4 82.2 88.9 70.5 85.9 90.9 64.0 78.1 87.3
58.6 74.3 84.7 62.0 77.8 87.9 54.8 704 82.1
153 9.2 6.2 141 7.2 53 16.7 12.0 71
66.6 82.8 87.2 77.2 885 91.2 57.7 76.1 835
56.4 75.1 818 66.3 82.2 86.4 48.1 67.0 775
158 8.8 4.9 17.7 84 4.4 141 94 58
58.0 76.6 87.4 75.6 83.6 90.2 47.0 70.0 825
48.9 69.9 83.1 62.3 76.7 86.2 40.6 63.0 o
85 10.9 75 55 6.6 53 13.7 17.3 10.3
60.0 72.8 87.3 81.6 89.4 90.8 411 56.9 83.2
54.8 64.9 80.7 7.1 835 86.0 354 47.0 74.6
111 58 1.4 12.6 6.0 15 95 52 11
40.2 76.5 83.2 484 83.3 88.3 345 68.4 785
35.8 72.1 821 423 78.4 87.1 312 64.9 71.6
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Iceland

Ireland®

Italy

Japan

Korea

Luxembourg

Mexico

Netherlands

New Zealand

Norway®

Poland®

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

TableD. Unemployment, labour force participation rates and employment/population ratios

by educational attainment for persons aged 25-64, 1999 (cont.)

Percentages
Both sexes Men Women
Less than upper Upper . Less than upper Upper . L ess than upper Upper .

d d Tertiary d d Tertiary d d Tertiary
secon ary secon ary education secon F-xry secon ?ry education secon .ary secon .ary education
education education education education education education

23 1.0 0.6 16 0.5 0.2 2.8 1.9 11
885 91.5 95.7 95.6 96.2 98.9 83.8 84.3 925
86.5 90.6 95.1 94.1 95.8 98.8 814 82.7 915
11.6 45 3.0 117 42 2.7 114 48 34
60.4 75.1 87.9 80.7 91.9 94.1 37.6 62.7 80.6
534 717 85.2 71.3 88.0 91.6 333 59.7 779
10.6 8.0 6.9 7.8 5.7 4.9 16.6 111 9.3
53.3 76.1 86.7 75.2 85.7 91.8 32.6 66.1 813
477 70.0 80.7 69.3 80.8 87.3 27.2 58.8 73.7
56 44 33 6.4 45 27 43 42 44
72.2 77.6 824 88.2 95.7 97.5 56.3 61.6 64.4
68.2 742 79.7 82.6 91.4 94.9 53.9 59.0 61.6
54 6.3 4.7 7.6 7.0 51 35 5.0 35
70.5 710 78.4 85.8 89.9 91.9 61.0 49.7 54.7
66.7 66.5 74.8 79.3 83.6 87.2 58.9 47.2 52.8
3.7 11 1.0 28 0.8 0.6 5.0 17 18
56.6 73.9 85.9 77.2 86.5 91.0 40.9 59.8 78.4
54.5 730 85.0 75.0 85.8 90.5 38.9 58.8 77.0
14 1.9 3.0 13 09 3.0 16 25 31
64.7 63.3 85.1 94.3 96.4 94.7 37.8 53.2 714
63.8 62.1 82.6 93.1 95.6 91.9 37.2 51.9 69.2
4.9 24 17 36 14 14 6.7 36 21
59.7 80.2 88.7 78.3 87.9 92.1 44.9 718 84.3
56.8 78.3 87.2 75.4 86.6 90.8 41.8 69.2 825
8.9 45 4.0 9.2 45 4.4 8.3 4.8 37
65.4 83.5 84.1 78.9 914 91.1 53.9 74.5 78.8
59.6 79.8 80.8 716 87.3 87.1 49.4 70.9 75.8
29 24 15 34 22 1.6 24 25 14
69.8 85.9 91.6 80.9 90.5 93.6 59.4 810 89.7
67.7 83.9 90.2 78.2 88.5 92.0 58.0 79.0 88.4
139 9.1 25 12.7 72 22 15.1 115 28
57.0 78.2 89.4 68.5 84.8 92.1 47.8 713 87.1
49.1 711 87.2 59.8 78.7 90.1 40.6 63.1 84.7
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Portugal

Spain

Sweden

Switzerland

Turkey

United Kingdom

United States

European Union®

OECD Europe b

Total OECD "

Unemployment rates
Labour force participation rates
Empl oyment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/popul ation ratios

TableD. Unemployment, labour force participation rates and employment/population ratios

by educational attainment for persons aged 25-64, 1999 (cont.)

Percentages
Both sexes Men Women
Lessthar; upper Upp;r Tertiary Less thar;i upper Upp;r Tertiary Lessthanzi upper Upp:r Tertiary
secon gry secon gry education secon _ary secon _ary education secon gry secon _ary education
education education education education education education
4.2 51 25 39 41 30 4.6 6.2 21
79.3 86.4 93.0 89.0 90.5 95.9 69.0 824 90.9
75.9 82.0 90.7 85.5 86.8 93.0 65.8 773 89.0
14.7 12.9 111 105 7.8 6.9 22.8 19.8 16.0
59.8 79.9 87.2 82.2 91.2 914 39.5 68.4 82.7
51.0 69.6 77.6 735 84.1 85.1 305 54.9 69.4
9.0 6.5 3.9 8.5 6.7 4.7 9.7 6.3 31
731 85.1 89.0 79.6 88.0 90.0 66.5 83.7 88.1
66.5 79.6 85.6 719 81.6 85.7 60.0 775 854
5.0 23 1.7 4.1 2.3 13 5.7 24 29
731 83.1 92.5 90.9 93.7 96.4 63.0 74.2 83.1
69.4 811 90.9 87.1 915 95.1 59.4 724 80.7
53 8.1 5.0 5.6 6.8 45 45 14.2 6.0
59.7 69.3 833 87.0 90.4 88.8 28.0 336 72.8
56.5 63.7 79.1 822 84.3 84.8 26.7 289 68.5
10.0 4.7 2.7 12.7 53 3.0 7.3 41 24
584 82.9 90.1 66.9 88.2 924 51.8 76.0 874
52.6 78.9 87.7 58.4 845 89.7 48.0 734 85.3
7.7 37 21 7.0 39 21 8.8 3.6 21
62.7 79.2 86.4 74.3 86.7 91.4 50.5 72.3 814
57.8 76.2 84.6 69.1 834 89.5 46.0 69.7 79.7
11.5 7.2 51 9.8 6.3 4.2 138 8.3 6.3
61.0 79.7 88.2 77.8 86.9 91.4 46.3 720 84.3
54.0 73.9 83.6 70.2 814 875 39.9 66.1 79.0
7.0 51 31 6.5 4.1 25 7.6 6.5 38
69.5 83.2 91.0 83.8 90.2 94.2 57.8 74.8 875
64.6 79.0 88.2 784 86.5 91.8 534 69.9 84.2
6.3 4.7 29 58 4.2 26 6.8 54 33
68.3 80.9 87.6 84.5 89.9 93.6 545 712 81.1
64.0 77.0 85.1 79.6 86.1 91.2 50.8 67.3 78.4

a) Dataare for the year 1998.
b) For above countries only.
Source: OECD, Education at a Glance - OECD Indicators 2001 .
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Table E. Incidence and composition of part-time employment®, 1990-2000

Percentages
Part-time employment as a proportion of employment
Men Women

1990 1997 1998 1999 2000 1990 1997 1998 1999 2000
Australid”® 11.3 146 144 143 14.8 385 41.0 40.7 414 40.7
Austria . 26 2.7 2.8 2.6 . 21.3 228 244 24.4
Belgium 4.6| 4.8 49 73 71 29.8| 323 322 36.6 345
Canada 91 10.5 10.6 10.3 10.3 26.8 29.4 288 28.0 27.3
Czech Republic . 1.9 17 17 16 . 55 5.4 56 56
Denmark 102 111 9.8 89 8.9 29.6| 242 254 227 235
Finland® 4.7 6.5 6.7, 6.6 71 106 125 13| 135 139
France 4.4 59 58 58 53 217 252 25 247 24.3
Germany 23 41 46 48 48 29.8 314 324 33.1 339
Greece 4.0 48 53 45 3.0 115 14.1 15.4 135 9.4
Hungary . 18 19 21 17 . 5.0 5 51 48
Iceland’ 75 10.1 9.8 9.1 8.8 397 36.8 386 352 337
Ireland 4.2 7.0| 82 79 7.7 205 27.2] 312 319 322
Italy 39| 51 4.9 53 5.7 18.2| 222 224 232 234
Japan” © 95 129 129 134 11.8 334 383 39 39.7 39.4
Kored® 31 33 5.1 59 5.2 6.5 7.8 9.2 105 9.9
Luxembourg 16| 2.0 26 16 21 19.1| 262 296 283 289
Mexico . 8.7 82 72 71 . 302 283 26.9 25.6
Netherlands 134 111 124 119 134 525 54.8 54.8 55.4 57.2
New Zeaand 7.9 105 106 113 11.2 34.6) 37.0 376 372 365
Norway 6.9] 77 79 82 8.7 39.8 36.5 35.9 35.0 336
Poland® . 8.2 8.0 9.3 88 . 16.6 16.6 189 17.9
Portugal 31| 51 5.1 50 48 118 16.5 15.8 14.6 14.7
Slovak Republic . 0.9 1.0 09 1.0 . 33 33 30 30
Spain 14 31 29 29 2.7 115 16.8 16.6 16.8 16.5
Sweden 53| 6.5 56 7.3 7.3 245| 226 22 223 214
Switzerland™ 6.8 71 72 7.7 8.4 426 45.7 45.8 46.5 4.7
Turkey 49 34 31 41 53 188 1.7 11.6 139 19.4
United Kingdom 53 8.2 8.2 85 8.4 395 40.9 4.2 406 40.8
United States’ 83 83 82 81 7.9 20.0 19.5 19.1 19.0 182
European Union® 4.2 5.7 5.8 6.0 6.0 27.0 29.4] 29.8] 29.9 30.0
OECD Europe’ 4.4 5.4 5.4 5.8 59 26.8] 26.1] 26.4| 26.8 275
Total OECD? 6.6 7.7 7.7 7.8 7.6 25.0 25.8] 25.8] 259 25.7

Part-time employment as a proportion of total employment Women's share in part-time employment

1990 1997 1998 1999 2000 1990 1997 1998 1999 2000
Augtralia®® 226 26.0 259 26.1 262 708 68.0 68.6 68.9 68.3
Austria . 10.8 115 123 12.2 . 86.3 86.9 87.2 88.1
Belgium 14.2| 16.2 16.3 199 19.0 79.9| 826 824 79.0 79.0
Canada 17.0 19.1 189 185 18.1 701 70.0 69.7 69.7 69.3
Czech Republic . 34 33 34 33 . 60.1 70 709 725
Denmark 19.2| 17.1 17 153 15.7 7L5| 64.3 68.7 68.4 69.8
Finland® 75 9.4 9.6] 9.9 10.4 67.2 63.4 63.8| 64.9 63.8
France 12.2 14.9 14.8 147 14.2 79.8 788 793 79.0 80.1
Germany 13.4] 15.8 16.6 17.1 17.6 89.7| 85.1 84.1 84.1 845
Greece 6.7 82 9 7.8 5.4 61.1 63.0 63.1 64.4 65.5
Hungary . 33 34 35 32 . 713 69.2 68.7 714
Iceland’ 222 224 232 212 20.4 81.6 75.8 77.4 771 77.0
Ireland 9.8 15.2 18 183 18.4 718 727 736 757 76.4
Italy 88| 113 112 118 12.2 708| 710 719 715 705
Japan” 19.2 233 236 241 231 705 67.0 67.5 67.0 69.7
Kored” 45 51 6.8 7.8 7.1 58.7 62.4 54.8 55.2 57.2
Luxembourg 7.G| 111 128 121 130 86.5| 89.0 87.3 91.8 90.4
Mexico . 15.9 15 138 135 . 63.8 63.5 65.4 65.1
Netherlands 28.2 29.1 30 304 321 704 776 758 774 76.2
New Zealand 19.6 224 228 230 226 771 741 743 733 72.9
Norway 218 21.0 20.8 20.7 203 82.7| 80.1 796 788 77.0
Poland” . 11.9 11.8 136 12.8 . 611 62.2) 62.4 61.7
Portugal 6.8| 10.2| 9.9 9.3 9.2 74.0| 72.6| 713 708 7.7
Slovak Republic . 2.0 2.0 18 19 . 737 719 732 712
Spain 46 7.9 7.7 79 7.8 795 748 759 77.0 786
Sweden 14.5| 14.2 135 145 14.0 811 763 78.1 737 72.9
Switzerland®™ 221 24.0 24.2 248 24.4 824 83.4 83.4 826 80.6
Turkey 9.2 5.7 56 71 9.0 625 582 60.7 60.7 56.1
United Kingdom 20.1 229 23 229 23.0 85.1 80.4 80.4 796 79.9
United States’ 13.8 13.6 134 13.3 12.8 68.2) 68.4 68 68.4 68.0
European Union® 13.3 15.7] 15.9) 16.2 16.3 80.9 79.1] 79.0 788 79.0
OECD Europe’ 132 139 14.1 146 14.9 79.6 77.4 77.2] 76.8] 76.6
Total OECD? 14.3 15.3 15.4] 155 15.3 73.4] 711 711 71.1] 716

| Indicates break in series

a) Part-time employment refers to persons who usually work less than 30 hours per week in their main job. Data
include only persons declaring usual hours.

b) Dataare based on actual hours worked.

) Part-time employment based on hours worked at all jobs.

Notes, sources and definitions:

For Austria, Belgium, Denmark, France, Germany, Greece, Ireland, Italy, Luxembourg, the Netherlands, Portugal, Spain and the United Kingdom, data are from the European Labour Force Survey. See OECD the
<<Definition of Part-time Work for the Purpose of International Comparisons>>, Labour Market and Social Policy Occasional Paper N° 22. Available on Internet (http://www.oecd.org/els/employment/docs.htm).

d) 1990 refersto 1991.

€) Lessthan 35 hours per week.

f) Estimates are for wage and salary workers only.
@) For above countries only.
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Table F. Average annual hours actually worked per person in employment 2

1979 1983 1990 1996 1997 1998 1999 2000
Total employment
Australia 1904 1852 1869 1867 1866 1860 1864 1860
Canada 1832 1780 1788 1784 1787 1779 1785 1801
Czech Republic . . . 2066 2067 2075 2088 2092
Finland® . 1809 1763 1789 1780 1761 1765 1721
Finland® 1837 1787 1728 1737 1730 1726 1730 1691
France 1806 1712 1657 1608 1605 1567 1562 .
Germany . . 1598 1511 1506 1510 1503 1480
Western Germany 1696 1657 1548 1487 1485 1490 1483 1462
Iceland . . . 1860 1839 1817 1873 1885
Italy 1722 1699 1674 1636 1640 1638 1634
Japan 2126 2095 2031 1892 1864 1842 1840 .
Korea . 2734 2514 2467 2436 2390 2497 2474
Mexico . . . 1901 1927 1878 1921 1888
New Zealand . . 1820 1838 1823 1825 1842 1817
Norway 1514 1485 1432 1407 1401 1400 1395 1376
Spain 2022 1912 1824 1810 1812 1833 1815 1812
Sweden 1516 1518 1546 1623 1628 1629 1635 1624
Switzerland . . . 1586 1580 1580 1588 .
United Kingdom 1815 1713 1767 1738 1737 1731 1719 1708
United States 1845 1808 1819 1839 1849 1864 1871 1877
Dependent employment

Canada 1801 1762 1771 1777 1782 1773 1780 1797
Czech Republic . . . 1987 1989 1995 2014 2018
Finland® . .. 1666 1690 1687 1672 1673 1638
France 1669 1570 1543 1502 1502 1501 1499 .
Germany . . 1537 1433 1426 1430 1422 1397
Western Germany 1633 1620 1497 1406 1400 1407 1399 1377
Iceland . . . 1799 1790 1762 1810 1820
Italy 1648 1626 1599 1577 1577 1566 1563 .
Japan’ 2114 2098 2052 1919 1900 1879 1842 1859
Japan® . . 2064 1919 1891 1871 1840 1853
Mexico . . . 1958 1978 1942 1976 1935
Netherlands 1591 1530 1433 1357 1355 1340 1343 .
Spain 1936 1837 1762 1747 1748 1765 1750 1750
United Kingdom 1750 1652 1704 1699 1702 1703 1695 1684
United States 1831 1799 1807 1828 1840 1856 1862 1869

| Indicates break in series.

a) The concept used is the total number of hours worked over the year divided by the average numbers of people in employment. The data are intended for
comparisons of trends over time; they are unsuitable for comparisons of the level of average annual hours of work for a given year, because of differencesin
their sources. Part-time workers are covered as well asfull-time.

b) Dataestimated from the Labour Force Survey.

c) Dataestimated from national accounts.

d) Datarefer to establishments with 30 or more regular employees.

e) Datarefer to establishments with 5 or more regular employees.

Sources and definitions:

Australia: Data supplied by the Australian Bureau of Statistics from the Labour Force Survey. Annual hours are adjusted to take account of public holidays
occuring during the reporting period. The method of estimation is consistent with the national accounts.

Canada: Data series supplied by Statistics Canada, based mainly on the monthly Labour Force Survey supplemented by the Survey of Employment Payrolls and
Hours, the annual Survey of Manufacturers and the Census of Mining.

Czech Republic: Data supplied by the Czech Statistical Office and based on the quarterly Labour Force Sample Survey. Main meal breaks (one half hour aday)
areincluded.

Finland : Data supplied by Statistics Finland. National accounts series based on an establishment survey for manufacturing, and the Labour Force Survey for other
sectors and for the self-employed. Alternative series based solely on the Labour Force Survey.

France: New data series supplied by the Institut National de la Statistique et des Etudes Economiques (INSEE), produced within the framework of the national
accounts.

Germany and western Germany: New data series from 1991 onward that extend coverage of part-time work with few hours of work. Data supplied by the
Institut fir Arbeitsmarkt- und Berufsforschung, calculated within a comprehensive accounting structure, based on establishment survey estimates of weekly hours
worked by full-time workers whose hours are not affected by absence, and extended to annual estimates of actual hours by adjusting for a wide range of factors,
including public holidays, sickness absence, overtime working, short-time working, bad weather, strikes, part-time working and parental leave. Data prior to 1991
are spliced with old annual hours of work estimates for 1991.
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Table F. Average annual hours actually worked per person in employment # (cont.)

Iceland : Data are provided by Statistics Iceland and are based on the Icelandic Labor Force Survey. Annual actua hours worked per person in employment are
computed by multiplying daily actual hours worked by annual actual working days net of public holidays and annual vacations. The latter are for a typical work
contract by sector of activity.

Italy: Data are Secretariat estimates based on the European Labour Force Survey for 1983 to 1999. From 1960 to 1982, trend in data is taken from the series
provided by ISTAT and based on a specia establishment survey total employment discontinued in 1985.

Japan: Data for total employment are Secretariat estimates based on data from the Monthly Labour Survey of Establishments, extended to agricultural and
government sectors and to the self-employed by means of the Labour Force Survey. Data for dependent employment supplied by Statistics Bureau, Management and
Coordination Agency, from the Monthly Labour Survey, referring to all industries excluding agriculture, forest, fisheries and government services.

Korea : Datasupplied by the Ministry of Labour from the Report on monthly labour survey.
Mexico : Data supplied by STPS-INEGI from the bi-annua National Survey of Employment, based on the assumption of 44 working weeks per year.

Netherlands: From 1977 onwards, figures are "Annual Contractual Hours', supplied by Statistics Netherlands, compiled within the framework of the Labour
Accounts. Overtime hours are excluded. For 1970 to 1976, the trend has been derived from data supplied by the Economisch Instituut voor het Midden en
Kleinbedrijf, referring to persons employed in the private sector, excluding agriculture and fishing.

New Zealand : Data supplied by Statistics New Zealand and derived from the quarterly Labour Force Survey, whose continuous sample design avoids the need for
adjustments for public holidays and other days lost. Total employment figures revised dightly.

Norway : Data supplied by Statistics Norway, based on national accounts and estimated from a number of different data sources, the most important being
establishment surveys, the Labour Force Surveys and the public sector accounts.

Spain: New series supplied by Instituto Nacional de Estadistica and derived from the quarterly Labour Force Survey. Series break at 1986/87 due to changes in
the survey.

Sweden: New series from 1996 are supplied by Statistics Sweden derived from national accounts data, based on both the Labour Force Survey and establishment
surveys. Data prior to 1996 are estimated by applying new to old annual hours of work estimates for 1995 to the old series.

Switzerland: Data supplied by Office fédéral de la statistique. The basis of the calculation is the Swiss Labour Force Survey which provides information on
weekly hours of work during one quarter of the year. The estimates of annua hours are based aso on supplementary, annual information on vacations, public
holidays and overtime working and have been extended to correspond to national accounts concepts.

United Kingdom: Since 1994, data refer to the United Kingdom (including Northern Ireland). Break in series 1994/95 due to small change in the way estimates of
employment are derived. For 1992 to 1995, the levels are derived directly from the continuous Labour Force Survey. For 1984 to 1991, the trend in the data is taken
from the annual Labour Force Survey. From 1970 to 1983, the trend corresponds to estimates by Professor Angus Maddison.

United States: New estimates by the Secretariat based on unpublished data supplied by the Bureau of Labor Statistics (BLS). Estimates of total hours worked on
the basis of the Current Employment Statistics (CES) and the Current Population Survey (CPS) are divided by the average number of employed persons from the
CPs.
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Table G. Incidence of long-term unemployment®® &%
As apercentage of total unemployment
1990 1997 1998 1999 2000
6 months 12 months 6 months 12 months 6 months 12 months 6 months 12 months 6 months 12 months
and over and over and over and over and over and over and over and over and over and over
41.0 21.6 51.4 30.7 52.2 33.6 484 294 43.6 279
. . 47.7 28.7 433 29.2 47.6 317 438 284
814 68.7 77.2 60.5 76.3 61.7 735 60.5 71.8 56.3
20.2 72 26.9 16.1 24.1 13.7 214 11.6 195 11.2
. . 53.0 305 54.6 312 619 37.1 69.9 48.8
53.2 299 45.7 27.2 414 26.9 385 205 381 20.0
326 92 48.6 298 422 275 46.4 29.6 46.5 29.0
55.5 38.0 63.7 412 64.2 441 555 40.3 61.9 425
64.7 46.8 68.5 50.1 69.6 52.6 67.2 51.7 67.6 515
719 49.8 76.5 55.7 74.8 54.9 743 55.3 736 56.5
. . 735 51.3 71.0 49.8 70.4 495 69.7 48.9
13.6 6.7 270 16.3 229 16.1 20.2 11.7 18.6 11.8
81.0 66.0 73.6 57.0 . “ 76.1 55.3 “ .
85.2 69.8 81.8 66.3 773 59.6 772 61.4 753 60.8
39.0 19.1 413 218 39.3 209 445 224 46.9 255
13.9 2.6 15.8 2.6 14.7 16 18.6 3.8 14.3 2.3
(66.7) (42.9) (61.1) (34.6) (55.2) (31.3) (53.8) (32.3) (37.0) (22.4)
. . 6.9 18 33 0.9 6.8 17 4.9 11
63.6 49.3 80.4 49.1 835 479 80.7 435 46.5 327
395 209 36.4 194 379 19.4 39.0 20.8 36.2 19.2
40.8 20.4 26.1 12.0 205 82 16.2 6.8 16.3 5.0
. . 62.2 38.0 60.4 374 57.1 34.8 63.0 379
62.4 44.8 66.7 55.6 64.5 4.7 63.8 412 60.0 429
. . 67.7 51.6 68.0 51.3 69.2 47.7 74.4 54.6
70.2 54.0 71.8 555 70.4 54.1 67.9 51.3 64.8 47.6
222 12.1 50.8 334 49.2 335 45.2 30.1 415 26.4
26.2 16.4 49.4 285 48.9 348 61.0 39.8 46.6 29.1
72.6 47.0 62.6 415 60.7 40.1 49.8 284 379 20.3
50.3 344 54.8 38.6 47.3 327 454 29.6 43.2 28.0
10.0 55 15.9 8.7 141 8.0 12.3 6.8 114 6.0
65.3 48.6 68.2 50.1 66.7 49.1 63.8 475 63.1 46.6
65.7 481 66.9 480 65.3 47.0 619 442 61.3 432
446 30.9 50.9 35.0 485 333 47.1 318 46.7 314

| Indicates break in series.

a) While data from labour force surveys make international comparisons easier, compared to a mixture of survey and registration data, they are not perfect. Questionnaire wording and design,
survey timing,differences across countriesin the age groups covered, and other reasons mean that care is required in interpreting cross-country differencesin levels.

b) The duration of unemployment database maintained by the Secretariat is composed of detailed duration categories disaggregated by age and sex. All totals are derived by adding each
component. Thus, the total for men is derived by adding the number of unemployed men by each duration and age group category. Since published data are usually rounded to the nearest
thousand, this method sometimes resultsin slight differences between the percentages shown here and those that would be obtained using the available published figures.

C,

Data are averages of monthly figures for Canada, Sweden and the United States, averages of quarterly figures for the Czech Republic, Hungary, Norway, New Zealand, Poland, Slovak

Republic, and Spain, and averages of semi annual figures for Turkey. The reference period for the remaining countries is as follows (among EU countries it occasionally varies from year to
year): Australia, August; Austria, April; Belgium, April; Denmark, April-May; Finland, autumn prior to 1995, spring between 1995 and 1998, and averages of monthly figures since 1999;
France, March; Germany, April; Greece, March-July; Iceland, April; Ireland, May; Italy, April; Japan, February; Luxembourg, April; Mexico, April; the Netherlands, March-May; Portugal,
February-April; Switzerland, second quarter; and the United Kingdom, March-May.
d) Data refer to persons aged 15 and over in Australia, Austria, Belgium, Canada, the Czech Republic, Denmark, France, Germany, Greece, Ireland, Italy, Japan, Luxembourg, Mexico,
Netherlands, New Zealand, Poland, Portugal, Slovak Republic, Switzerland and Turkey; and aged 16 and over in Iceland, Spain, the United Kingdom and the United States. Data for Finland
refer to persons aged 15-64 (excluding unemployment pensioners). Data for Hungary refer to persons aged 15-74, data for Norway refer to persons aged 16-74 and data for Sweden refer to

persons aged 16-64.

€) Personsfor whom no duration of unemployment was specified are excluded.
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a,b,cde

Table G. Incidence of long-term unemployment among men (cont.)
As apercentage of male unemployment
1990 1997 1998 1999 2000
6 months 12 months 6 months 12 months 6 months 12 months 6 months 12 months 6 months 12 months
and over and over and over and over and over and over and over and over and over and over

Australia 42.6 24.4 54.5 33.0 55.1 36.5 50.9 318 45.9 30.6
Austria . . 42.1 28.9 37.9 26.6 40.2 28.1 414 29.3
Belgium 79.5 66.1 76.6 59.4 75.0 59.5 73.2 60.1 70.2 55.9
Canada 20.4 7.9 28.4 179 25.6 15.0 23.3 12.8 20.9 12.2
Czech Republic . . 53.1 313 52.9 30.9 58.0 32.7 68.4 475
Denmark 48.9 27.8 44.5 26.3 40.9 23.9 38.6 20.9 36.5 20.1
Finland' 36.8 9.7 49.5 319 46.3 317 49.2 33.1 49.6 32.2
France 53.1 354 61.7 39.1 62.3 43.2 53.7 39.0 60.6 41.1
Germany 65.2 49.1 65.9 47.1 66.0 49.9 65.3 49.9 66.0 50.1
Greece 61.8 39.9 69.1 45.8 68.9 4.7 69.0 48.6 67.2 49.5
Hungary . . 74.2 52.6 715 50.2 70.9 50.6 713 51.0
Iceland' 5.1 13 27.2 20.1 214 136 139 6.6 17.4 87
Ireland 84.3 711 77.9 63.3 . . 77.8 59.5 . .
Italy 84.1 68.6 81.2 66.5 76.4 60.4 76.6 62.1 74.8 60.7
Japan 47.6 26.2 49.2 28.8 45.0 25.8 49,5 27.4 52.8 30.7
Korea 16.0 33 18.6 35 16.8 19 21.3 4.7 16.8 31
Luxembourg® (80.0) (60.0) (65.7) (32.7) (57.3) (38.0) (61.6) (38.6) (40.0) (26.4)
Mexico . . 8.6 12 4.2 12 5.8 2.7 43 0.5
Netherlands 65.6 55.2 76.6 49.9 81.0 51.3 75.1 47.7 452 317
New Zealand 44.0 245 40.4 221 41.1 22.6 42.5 23.0 39.5 231
Norway 379 19.0 29.2 14.6 231 10.3 171 7.3 20.0 6.7
Poland . . 57.8 335 55.2 325 52.4 314 59.3 341
Portugal 56.3 38.2 64.8 534 61.9 43.6 63.5 39.5 60.1 46.7
Slovak Republic . 65.5 49.6 66.4 48.9 67.5 45.3 74.1 54.1
Spain 63.3 45.8 67.2 49.9 65.4 48.0 62.2 45.4 58.6 41.0
Sweden 22.2 12.3 53.1 36.1 52.2 36.3 485 33.3 44.3 29.3
Switzerland’ 28.0 16.0 47.9 255 515 37.9 59.3 40.7 48.0 28.0
Turkey 71.2 449 59.5 383 58.3 37.7 47.4 25.2 35.0 175
United Kingdom 56.8 41.8 60.2 44.9 53.2 38.0 50.1 345 48.1 33.7
United States 12.1 7.0 16.7 9.4 15.2 8.8 13.0 7.4 122 6.7
European Uni on" 63.5 47.0 66.4 485 64.5 475 61.8 46.1 61.4 453
OECD Europe” 64.3 46.4 64.8 46.0 62.9 45.0 59.2 419 58.3 40.6
Total OECD" 437 29.7 50.1 341 471 320 45.9 305 454 30.1

f) Datafor 1990 refer to 1991.
g) Datain brackets are based on small sample sizes and, therefore, must be treated with care.

h) For above countries only.
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Table G. Incidence of long-term unemployment among women® ™ % © (cont.)
As apercentage of female unemployment
1990 1997 1998 1999 2000
6 months 12 months 6 months 12 months 6 months 12 months 6 months 12 months 6 months 12 months
and over and over and over and over and over and over and over and over and over and over
Australia 38.8 17.8 47.0 274 48.0 29.3 44.9 25.8 40.2 24.0
Austria . . 54.5 284 50.1 325 56.9 36.1 47.0 27.2
Belgium 82.5 70.0 | 77.8 61.5 775 63.5 73.8 60.9 731 56.7
Canada 19.8 6.2 25.0 139 22.2 12.2 18.9 10.2 17.8 10.0
Czech Republic . . 53.0 29.9 55.9 315 65.3 40.9 71.2 49.8
Denmark 57.7 32.0 | 46.7 27.9 41.6 29.0 38.5 20.1 39.6 20.0
Finland' 26.3 84 | 47.7 27.6 37.8 231 43.7 26.2 43.7 26.2
France 57.3 40.0 65.6 43.3 66.0 44.9 57.3 41.6 63.1 43.6
Germany 64.2 45 | 714 53.6 73.7 55.6 69.4 54.0 69.5 53.1
Greece 78.2 55.9 | 81.4 62.2 78.6 61.5 7.7 59.5 77.8 61.0
Hungary . . 72.3 49.2 70.1 49.2 69.7 479 67.3 45.7
Iceland' 211 115 26.8 126 24.1 18.1 24.5 15.2 19.5 14.1
Ireland 75.0 56.8 66.6 46.9 . . 72.9 475 . .
Italy 86.0 70.7 | 82.5 66.2 78.1 58.8 7.7 60.7 75.8 60.9
Japan 26.3 8.8 29.8 11.7 30.5 13.7 36.9 14.8 374 17.1
Korea 8.9 0.9 11.0 1.0 10.3 0.8 131 19 9.2 0.7
Luxembourg® (55.6) 3 | (57.3) (36.1) (53.6) (26.3) (47.5) (27.2) (34.3) (18.8)
Mexico . . 4.9 24 22 04 8.0 0.4 6.0 20
Netherlands 62.0 44.6 83.4 48.5 85.5 45.2 84.9 40.4 47.6 334
New Zealand 32.6 155 313 16.0 33.7 15.2 34.3 17.9 32.0 14.3
Norway 45.0 225 25.0 114 17.1 5.7 15.6 6.3 114 29
Poland . . 66.0 41.9 65.1 41.8 61.9 38.3 66.6 41.3
Portugal 66.4 494 | 68.5 57.7 66.6 45.6 64.2 42.9 60.0 40.0
Slovak Republic 70.1 53.6 69.9 54.0 713 50.5 74.8 55.1
Spain 76.5 61.5 75.9 60.4 74.4 50.1 72.0 55.5 69.1 52.1
Sweden 22.2 11.8 | 48.1 30.1 45.6 30.1 41.2 26.1 379 22.8
Switzerland' 25.0 16.7 51.6 328 46.4 319 62.7 39.0 45.3 30.2
Turkey 75.6 51.2 69.4 48.6 66.9 46.4 56.0 36.4 46.3 285
United Kingdom 40.8 23.7 45.3 27.8 37.7 24.0 37.6 215 35.6 19.0
United States 7.3 37 | 14.9 8.0 12.8 7.1 11.6 6.2 10.5 53
European Uni on" 66.9 50.1 70.1 51.8 68.9 50.7 65.7 48.9 64.8 47.9
OECD Europeh 67.2 49.8 69.2 50.2 67.9 49.1 64.8 46.8 64.4 46.0
Total OECD" 45.7 322 51.8 36.0 50.2 34.9 486 33.2 483 33.0
Sources:

Datafor Austria, Belgium, Denmark, Germany, Greece, Ireland, Italy, Luxembourg, the Netherlands, Portugal and the United Kingdom are based on the
European Labour Force Survey and were supplied by Eurostat.
Australia: Data from the Labour Force Suvrvey supplied by the Australian Bureau of Statistics (ABS).
Canada: Datafrom the Labour Force Survey supplied by Statistics Canada.
Czech Republic: Datafrom the Labour Force Sample Survey supplied by the Czech Statistical Office.
Finland: Data from the Supplementary Labour Force Survey (biennial from 1989 until 1995, and annual from 1995 to 1998) and from the Labour Force

Survey since 1999 supplied by the Central Statistical Office (CSO).
France: Datafrom the Enquéte Emploi supplied by the Institut National de la Statistique et des Etudes Economiques (INSEE).

Hungary: Data from the Labour Force Survey supplied by the Central Statistical Office (CSO).

Iceland: Datafrom the Labour Force Survey supplied by Statistics |celand.
Japan: Datafrom the Special Survey of the Labour Force Survey supplied by the Statistics Bureau, Management and Coordination Agency (MCA).

Korea: Datafrom the Labour Force Survey supplied by the National Statistical Office (NSO).

Mexico: Datafrom the biennial Encuesta Nacional de Empleo (ENE) supplied by the Secretaria del Trabajo y Prevision Socia (STPS).
New Zealand: Data from the Household Labour Force Survey supplied by the Department of Statistics.

Norway: Data from the Labour Force Survey supplied by the Central Statistical Office (CSO).

Poland: Data from the Labour Force Survey supplied by the Central Statistical Office (CSO).

Sovak Republic: Datafrom the Labour Force Survey supplied by the Statistical Office of the Slovak Repulic (SOS).
Spain: Data from the Labour Force Survey supplied by Instituto Nacional de Estadistica (INE).

Sweden: Data from the Labour Force Survey supplied by Statistics Sweden.

Shitzerland: Data from the Labour Force Survey supplied by the Swiss Federa Statistical Office (OFS).

Turkey: Datafrom the Household Labour Force Survey supplied by the State Institute of Statistics (SIS).

United Sates: Data from the Current Population Census (CPS) supplied by the Bureau of Labor Statistics (BLS).
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Table H. Public expenditure and participant inflows™ in labour market programmesin OECD countries

Australia® Austria
Programme categories Public expenditure Participant inflows Public expenditure Participant inflows
as a percentage as apercentage as apercentage as a percentage
of GDP of the labour force of GDP of the labour force
1996 1997 1998 1999 | 1996 1997 1998 1999
o7 98 99 00| -97 98 09 oo | 1997 1998 1999 2000 | 1997 1998 1999 2000
1. Public employment services and
administration 0.23 021 020 020 014 013 013 0.13
2. Labour market training 0.08 006 002 002 220 193 079 096|017 015 018 017 | 187 167 301° 3.00°
a) Training for unemployed adults
and those at risk 008 0.06 002 002| 183 169 058 077|015 013 0.16 015
b) Training for employed adults 001 - - - 037 024 021 019] 002 002 002 002
3. Youth measures 006 0.06 005 007| 123 195 053 093|002 004 005 004| 027 017 020 011
a) Measures for unemployed
and disadvantaged youth 001 - - 001 017 029 023 076] 002 001 002 002
b) Support of apprenticeship and related
forms of general youth training 0.05 0.05 005 007| 1.06 166 031 0.17 - 0.03 0.03 0.02
4. Subsidised employment 020 013 009 0.11| 154 113 .. .. | 007 007 009 010 | 045 032 064 056
a) Subsidiesto regular employment
in the private sector 006 0.04 001 001| 104 073 .. .. | 003 003 005 006
b) Support of unemployed persons
starting enterprises 003 0.02 002 002| 009 0.07 .. 008 - 001 001 001 -
) Direct job creation
(public or non-profit) 011 0.07 007 009| 041 033 .. 083|004 003 003 004
5. Measuresfor the disabled 006 0.05 006 005| 069 0.32 .. .. | 005 005 006 005 b b b b
a) Vocationa rehabilitation 002 0.02 002 002| 030 029 028 0.18| 002 002 002 002
b) Work for the disabled 0.04 0.04 004 0.04| 039 - .. .. | 003 003 003 003
6. Unemployment compensation 124 123 117 105| .. 8.85 .. .. 122 121 115 103 | 1957 1937 1872 -
7. Early retirement for labour market
reasons - - - - .. .. .. .. | 007 007 006 006|075 064 059 075
TOTAL 187 174 159 151 .. .. .. .. 173 171 171 156 | 2291 2217 2332 2254
Active measures (1-5) 063 051 042 046| 566 532 .. .. | 045 044 052 049 | 259 216 384 367
Passive measures (6 and 7) 124 123 117 105 .. .. .. .. 128 127 119 107 | 2032 20.02 1947 18.87
For reference:
GDP (national currency, at current prices, 10 g) 534 566 593 630 2513 2615 2712 2834
Labour force (thousands) 9222 9292 9422 9601 3884 3883 3909 3921

a) Fisca yearsstarting on July 1.
b) Participant inflows for category 5 "Measures for the disabled” are included in category 2 "Labour market training".




Satistical Annex — 231

TableH. Public expenditure and participant inflows™ in labour market programmesin OECD countries (cont.)

Belgium Canada®
Programme categories Public expenditure Participant inflows Public expenditure Participant inflows
as a percentage asapercentage as apercentage as a percentage
of GDP of the labour force of GDP of the labour force
1995 1996 1997 1998 1995 199 1997
1996 1997 1998 1999 1996 1997 1998 1999 9 97 98 o % o7 08
1. Public employment services and
administration 0.20 0.19 0.19 0.19 0.21 0.19 0.18 0.20
2. Labour market training 0.28 0.26 0.25 0.25 8.55 8.55 8.95 9.08 0.25 0.17 0.15 0.17 1.93 1.90 161
a) Training for unemployed adults
and those at risk 0.17 0.17 0.16 0.16 237 241 282 298 0.24 0.16 0.15 0.17 191 1.90 161
b) Training for employed adults 0.11 0.09 0.09 0.09 6.18 6.14 6.13 6.09 0.01 - - - - - -
3. Youth measures 0.03 0.01 - - 0.48 0.24 - - 0.02 0.02 0.03 0.03 0.54 0.54
a) Measures for unemployed
and disadvantaged youth - - - - - - - - 0.01 0.01 0.02 0.02 0.24 0.16
b) Support of apprenticeship and related
forms of general youth training 0.03 0.01 - - 0.48 024 - - 0.01 0.01 0.01 0.01 0.30 0.39
4. Subsidised employment 0.83 0.65 0.86 0.80 7.32 5.86 8.68 9.33 0.06 0.06 0.08 0.08 0.31 0.28 0.34
a) Subsidiesto regular employment
in the private sector 0.27 0.17 0.35 0.28 4.49 284 4.44 3.79 0.01 0.01 0.01 0.01 - 0.06 0.10
b) Support of unemployed persons
starting enterprises - - - - - - - - 0.02 0.02 0.02 0.01 0.07 0.09 0.10
c) Direct job creation
(public or non-profit) 0.56 0.48 0.48 0.50 2.82 301 291 3.08 0.03 0.02 0.04 0.05 0.20 0.12 0.14
5. Measuresfor the disabled 0.12 0.12 0.12 0.12 0.02 0.03 0.03 0.03 - - -
a) Vocational rehabilitation 0.02 0.02 0.02 0.02 0.02 0.03 0.03 0.02 - - -
b) Work for the disabled 0.10 0.10 0.10 0.10 - - - - - - -
6. Unemployment compensation 212 2.05 1.90 1.81 1.28 1.15 1.00 0.98
7. Early retirement for labour market
reasons 0.64 0.60 0.56 0.53 0.01 0.01 - -
TOTAL 4.22 3.87 3.87 3.69 1.85 1.62 1.46 1.49
Active measures (1-5) 1.46 1.22 1.42 1.35 0.56 047 0.46 0.50 278 272
Passive measures (6 and 7) 276 265 246 234 129 1.16 1.01 0.98
For reference:
GDP (national currency, at current prices, 10 %) 8328 8727 9082 9423 812 845 886 910
Labour force (thousands) 4329 4348 4359 4382 14840 15008 15282

a) Fiscal years starting on April 1.
b) Provisional data.
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— TableH. Public expenditure and participant inflows" in labour market programmesin OECD countries (cont.)

Czech Republic Denmark
Programme categories Public expenditure Participant inflows Public expenditure Participant inflows
as a percentage as a percentage as apercentage as apercentage
of GDP of the labour force of GDP of the labour force

1997 1998 1999 2000 | 1997 1998 1999 2000 | 1997 1998 1999 2000 | 1997 1998 1999 2000

1. Public employment servicesand

administration 0.08 008 0.09 0.08 012 012 011 011
2. Labour market training 001 001 001 002] 022 032 044 064|093 096 097 0841847 2062 1972 1578
a) Training for unemployed adults

and those at risk 001 001 001 002|022 032 044 064|064 071 077 066 882 1246 1164 571
b) Training for employed adults - - - - - - - - | 028 025 021 018 965 816 809 1007

3. Youth measures 001 001 002 002|007 018 021 022|010 008 012 0.10| 1.50 150 188 1.82
a) Measures for unemployed
and disadvantaged youth 001 001 002 002|007 018 021 022|010 008 012 010 150 150 1.88 182

b) Support of apprenticeship and related
forms of general youth training - - - - - - - - - - - - - - - R

4. Subsidised employment 002 003 005 009|030 039 060 091]|030 027 023 017| 111 105 100 081
a) Subsidies to regular employment
in the private sector - 001 002 004|005 013 024 041|002 002 002 002 02 025 022 020
b) Support of unemployed persons
starting enterprises - - 0.01 0.01 - - 0.06 011|006 004 001 - 0.10 - - -
c) Direct job creation
(public or non-profit) 001 002 003 004|023 023 031 039|022 021 019 015| 078 078 078 062
5. Measuresfor the disabled - 001 001 001 - - - - 021 024 032 033| 228 251 305 256
a) Vocational rehabilitation - - - - - - - - 021 024 032 033| 228 251 305 256
b) Work for the disabled - 001 001 001 - - - - - - - - - - - -
6. Unemployment compensation 020 023 031 030 .. .. .. .. 212 167 141 133| 2442 2308 2115 1946
7. Early retirement for labour market
reasons - - - - - - - - 171 170 168 163| 1.06 106 058 0.97
TOTAL 032 036 050 052 .. . . .. | 549 503 485 4514886 49.83 47.39 4141
Active measures (1-5) 011 013 019 022 059 090 127 177|166 166 176 1542337 2569 2566 20.97
Passive measures (6 and 7) 020 023 031 030 .. .. .. .. | 383 337 309 2962548 2415 2172 2044
For reference:
GDP (national currency, a current prices, 10°°) 1680 1829 1833 1911 1116 1169 1230 1312

Labour force (thousands) 5185 5201 5218 5186 2856 2848 285 2875
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Table H. Public expenditureand participant inflows™ in labour market programmesin OECD countries (cont.)

Finland France
Programme categories Public expenditure Participant inflows Public expenditure Participant inflows
as a percentage as apercentage as apercentage as a percentage
of GDP of the labour force of GDP of the labour force
1997 1998 1999 2000* | 1997 1998 1999 2000* | 1996 1997 1998 1999 1996 1997 1998 1999
1. Public employment services and
administration 014 013 014 012 016 016 016 017
2. Labour market training 053 044 040 035| 535 435 422 340|036 034 031 028 341 290 284
a) Training for unemployed adults
and those at risk 052 042 036 030| 535 240 233 255|032 031 028 025| 278 239 226
b) Training for employed adults 002 0.02 004 005 - 19 189 085|004 003 004 003| 063 052 058
3. Youth measures 023 021 020 019 | 268 28 249 207|027 026 033 041| 264 255 282
a) Measures for unemployed
and disadvantaged youth 011 008 007 007] 165 150 125 105|009 007 014 021| 063 060 081
b) Support of apprenticeship and related
forms of general youth training 012 013 012 012 1.03 135 123 102|018 019 019 019| 2.00 1.95 2.01 1.30
4. Subsidised employment 052 051 037 032| 448 353 274 224|048 049 042 041| 425 449  4.00
a) Subsidies to regular employment
in the private sector 009 018 016 015 133 129 106 091|024 030 023 021| 243 282 244
b) Support of unemployed persons
starting enterprises 003 003 003 003]| 022 020 017 016 | 0.02 - - - 0.15 013 015
c) Direct job creation
(public or non-profit) 040 029 019 014 ] 293 204 151 117|022 019 019 020]| 166 153 140
5. Measuresfor the disabled 012 011 010 009 | 082 089 083 085|008 008 009 009]| 031 031 038
a) Vocationa rehabilitation 006 006 005 005| 08 089 083 085|002 002 002 003| 031 031 038
b) Work for the disabled 006 0.05 005 0.04 - - - - 006 006 006 007
6. Unemployment compensation 272 213 18 175 143 149 148 147 | 675 661 667 6.62
7. Early retirement for labour market
reasons 042 043 046 047 036 035 033 029 043 034 034 029
TOTAL 468 396 353 330 313 318 311 312( 1778 1720 17.04
Active measures (1-5) 154 140 122 1081333 11.62 1027 855 | 134 134 130 136 1060 1024 10.04 .
Passive measures (6 and 7) 314 256 232 222 179 184 181 176| 717 695 701 690
For reference:
GDP (national currency, at current prices, 10 9) 636 690 722 785 7951 8207 853 8819
Labour force (thousands) 2508 2532 2578 2609 25609 25768 25916 26293

a) Provisiona data.
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TableH. Public expenditure and participant inflows™ in labour market programmesin OECD countries (cont.)

Germany Greece Hungary
Programme categories Public expenditure Participant inflows Public expenditure Public expenditure
as apercentage as a percentage as apercentage as apercentage
of GDP of the labour force of GDP of GDP
1997 1998 1999 2000 1997 1998 1999 2000 1996 1997 1998 | 1997 1998 1999 2000*
1. Public employment servicesand
administration 021 022 023 023 0.14 0.12 006 | 013 012 0.11 0.11
2. Labour market training 035 034 035 034 1.30 152 1.32 147 0.09 0.06 0.17 | 0.08 0.07 0.07 0.07
a) Training for unemployed adults
and those at risk 035 034 035 034 1.30 152 1.32 147 012 | 008 0.07 0.07 0.07
b) Training for employed adults - - - - - - - - 0.03 - - - -
3. Youth measures 007 007 008 008 | 067 088 101 100 | 009 009 011 - - - -
a) Measures for unemployed
and disadvantaged youth 006 006 0.07 007 ]| 039 060 061 065 | 003 0.02 - - - - -
b) Support of apprenticeship and related
forms of general youth training 001 001 001 001 028 0.28 040 035 0.07 0.07 0.10 - - - -
4. Subsidised employment 033 038 040 031 1.22 201 1.59 122 0.10 0.06 - 023 020 0.22 0.22
a) Subsidiesto regular employment
in the private sector 005 003 003 003 0.21 0.17 0.10 0.11 0.07 0.04 - 0.08 0.09 0.08 0.07
b) Support of unemployed persons
starting enterprises 003 003 004 004 ]| 020 025 024 023 | 002 002 - - - - -
) Direct job creation
(public or non-profit) 026 032 033 025 0.81 159 1.25 0.89 - - - 015 011 0.13 0.15
5. Measuresfor the disabled 027 025 025 027 0.28 0.30 0.32 0.30 0.03 0.01 0.01 - - - -
a) Vocational rehabilitation 013 010 010 011 | 028 030 032 030 0.01 - - - -
b) Work for the disabled 014 015 015 015 - - - - - - - - -
6. Unemployment compensation 247 227 211 188 0.44 0.49 048 | 046 045 047 044
7. Early retirement for labour market
reasons 0.05 - 0.01 001 - - - 017 016 0.09 004
TOTAL 376 354 342 313 088 084 083 | 107 101 09 087
Active measures (1-5) 123 126 130 123 | 347 471 425 399 | 044 035 034|044 039 040 039
Passive measures (6 and 7) 252 228 212 189 044 049 048 [ 063 062 056 048
For reference:
GDP (national currency, at current prices, 10 9) 3667 3784 3877 3976 29935 33104 35873| 8541 10087 11436 12968
Labour force (thousands) 39806 40090 40217 40614

a) Provisiona data.
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TableH. Public expenditure and participant inflows™ in labour market programmesin OECD countries (cont.)

bc

Hungary (cont.) Italy® Japan
Programme categories Participant inflows Public expenditure Participant inflows Public expenditure
as apercentage as apercentage as apercentage as apercentage
of the labour force of GDP of the labour force of GDP
l l 1996 1997 1998 1999
1997 1998 1999 2000° | 1998 1999 1998 1999 o7 P P 0
1. Public employment servicesand
administration 0.19 0.19 0.10 0.11
2. Labour market training 122 130 135 134 0.15 0.12 245 214 0.03 0.03 0.03 0.03
a) Training for unemployed adults
and those at risk 114 118 124 126 0.11 0.08 153 124 0.03 0.03 0.03 0.03
b) Training for employed adults 009 012 011 0.09 0.04 0.04 0.92 0.90 - - - -
3. Youth measures - - - - 0.22 0.25 1.48 1.10 - - - -
a) Measures for unemployed
and disadvantaged youth - - - - 0.01 0.01 - - - -
b) Support of apprenticeship and related
forms of general youth training - - - - 0.21 0.23 1.47 1.10 - - - -
4. Subsidised employment 362 419 4.07 4.03 0.25 0.26 0.48 0.08 011 0.10 0.11 0.13
a) Subsidiesto regular employment
in the private sector 134 141 103 098 0.18 0.18 0.46 - - - -
b) Support of unemployed persons
starting enterprises 011 008 0.09 0.09 0.01 0.01 - - - -
c) Direct job creation
(public or non-profit) 217 271 29 295 0.06 0.07 - - - -
5. Measuresfor thedisabled - - - - - - - - 0.01 0.01 0.01 0.01
a) Vocational rehabilitation - - - - - - - - - - - -
b) Work for the disabled - - - - - - - - - - - -
6. Unemployment compensation 772 733 744 703 0.59 0.56 5.64 0.40 041 0.50 0.54
7. Early retirement for labour market
reasons 0.65 - - - 0.12 0.09 - - - -
TOTAL 1321 1282 1286 1241 10.05 0.74 0.74 0.75 0.82
Active measures (1-5) 484 549 542 537 . . 4.40 332 0.34 0.33 0.25 0.28
Passive measures (6 and 7) 837 733 744 703 0.71 0.64 5.64 0.40 0.41 0.50 0.54
For reference:
GDP (national currency, at current prices, 10 9) 2077371 2144959 515974 519936 514639 514227
Labour force (thousands) 399% 4011 4096 4112 23363 23533

The Itaian LMP database is currently being revised. Revised data are only availablefor the years 1998 and 1999.

Fiscal years starting on April 1.
Japanese LM P data have been revised.
Provisional data.
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Table H. Public expenditure and participant inflows™ in labour market programmesin OECD countries (cont.)

Korea Mexico
Programme categories Public expenditure Participant inflows Public expenditure Participant inflows
as apercentage as a percentage as apercentage as apercentage
of GDP of the labour force of GDP of the labour force

1997 1998 1999 2000 1997 1998 1999 2000 | 1997 1998 1999 2000 | 1997 1998 1999 2000

1. Public employment servicesand
administration 0.01 0.05 0.04 0.04 - - - -
2. Labour market training 0.02 0.12 0.11 0.09 165 472 542 691 | 004 004 004 004 | 291 293 341 344
a) Training for unemployed adults
and those at risk 0.01 0.07 0.08 0.06 071 162 178 131 (003 003 003 003 152 132 1.44 154
b) Training for employed adults 0.01 0.05 0.02 0.03 094 311 365 559|001 001 001 001| 139 161 1.98 1.90
3. Youth measures 0.04 0.01 0.01 0.01 007 016 014 016 - - - - - - - -
a) Measures for unemployed
and disadvantaged youth 0.04 0.01 0.01 0.01 007 016 014 016 - - - - - - - -

b) Support of apprenticeship and related
forms of general youth training - - - - . . .. . - - - - - - - -

4. Subsidised employment - 0.27 0.52 0.31 048 546 971 597 | 004 003 004 .. 115 104 175
a) Subsidiesto regular employment
in the private sector - 0.02 0.02 0.01 048 337 224 165 - - - - - - - -
b) Support of unemployed persons
starting enterprises - 0.04 0.03 - .. 005 047 029 - - - .. - - 0.12
c) Direct job creation
(public or non-profit) - 0.21 0.48 0.29 .. 204 700 404 | 004 003 004 .. 115 104 163
5. Measuresfor the disabled 0.01 0.01 0.01 0.01 016 011 011 012 - - - - - - - -
a) Vocational rehabilitation 0.01 0.01 0.01 0.01 009 011 011 012 - - - - - - - -
b) Work for the disabled 0.01 - - - 0.07 .. .. .. - - - - - - - -
6. Unemployment compensation 0.02 0.18 0.19 0.09 022 192 214 138 - - - - - - - -
7. Early retirement for labour market
reasons - - - - - - - - - - - - - - - -
TOTAL 011 0.64 0.88 0.55 258 1238 1753 1454 | 008 0.07 008 .. 406 397 517
Active measures (1-5) 0.09 0.46 0.69 0.46 236 1046 1539 1316 | 008 0.07 008 .. 406 397 517
Passive measures (6 and 7) 0.02 0.18 0.19 0.09 022 192 214 138 - - - - - - - -
For reference:
GDP (national currency, at current prices, 10 °) 453276 444367 483778 518302 3174 3845 4621 5472

Labour force (thousands) 21662 21456 21634 21950 37193 38242 38470 38607
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— TableH. Public expenditureand participant inflows™ in labour market programmesin OECD countries (cont) ——

Netherlands® New Zealand
Programme categories Public expenditure Participant inflows Public expenditure Participant inflows
as apercentage as apercentage as apercentage as apercentage
of GDP of the labour force of GDP of the labour force
1996 1997 1998 1999 | 1996 1997 1998 1999
1997 1998 1999 2000| 1997 1998 1999 2000 | ot ot ot oM TSN Tl T T
1. Public employment services and
administration 032 031 029 025 015 0.15 0.12 0.07
2. Labour market training 029 030 034 030 214 300 345 277|031 032 024 018] 519 .. 329 6.50
a) Training for unemployed adults
and those at risk 028 025 028 025( 145 120 137 119|031 032 024 018] 519 .. 329 6.50
b) Training for employed adults 001 005 006 005| 069 18 209 158 - - - - - - - -
3. Youth measures 010 004 004 004 080 056 062 056|010 009 012 014 192 271 322 011
a) Measures for unemployed
and disadvantaged youth 006 - - - 0.24 - - - | 002 002 007 007| 017 029 055 011
b) Support of apprenticeship and related
forms of general youth training 004 004 004 004 056 056 062 056|008 007 005 0.07| .76 242 268 -
4. Subsidised employment 025 041 040 041 096 091 087 092|014 015 009 0.11]| 218 .. 134 263
a) Subsidiesto regular employment
in the private sector 006 008 0.07 006 072 047 038 037|009 009 004 0.06| 121 .. 071 1.06
b) Support of unemployed persons
starting enterprises - - - - - - - - | 002 002 003 0.03 - .. 040 0.35
C) Direct job creation
(public or non-profit) 019 033 034 035 025 044 049 054|004 004 0.03 0.02]| 094 .. 022 122
5. Measuresfor the disabled 051 053 057 057 023 039 073 082|006 003 005 005| .. 067 062 133
a) Vocational rehabilitation - - - - - - - - | 003 001 003 003| .. 040 043 100
b) Work for the disabled 051 053 057 057 020 037 071 082|003 001 0.02 0.02 - 027 019 033
6. Unemployment compensation 303 254 229 208| 860 713 558 467|120 149 159 162 1209 1330 13.69 10.21
7. Early retirement for labour market
reasons - - - - - - - - - - - - - - - -
TOTAL 450 412 393 365| 1272 1200 11.25 973|197 222 221 217 .. .. 2217 20.78
Active measures (1-5) 147 159 164 157| 412 487 567 507|077 074 063 055| .. .. 848 1057
Passive measures (6 and 7) 303 254 229 208| 860 713 558 467|120 149 159 1.62| 1209 1330 1369 1021
For reference:
GDP (national currency, at current prices, 10 9) 735 776 814 872 95 98 99 103
L abour force (thousands) 7673 7797 7945 8081 1858 1873 1876 1890

a) Because of major changes in recent years regarding the operation of the PES in the Netherlands, LM P data have been revised.
b) Fiscal yearsstarting onjuly 1.
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— TableH. Public expenditure and participant inflows™ in labour market programmesin OECD countries (cont.)

Norway Poland
Programme categories Public expenditure Participant inflows Public expenditure Participant inflows
as apercentage as apercentage as a percentage as a percentage
of GDP of the labour force of GDP of the labour force
1997 1998 1999 2000 | 1997 1998 1999 2000 | 1997 1998 1999 2000 ( 1997 1998 1999 2000
1. Public employment servicesand
administration 015 015 015 012
2. Labour market training 013 010 005 008 1.60 127 103 105|002 002 002 001 083 080 074 057
a) Training for unemployed adults
and those at risk 013 010 005 008 | 160 127 103 105|002 002 002 0.01( 0.83 0.80 0.74 0.57
b) Training for employed adults - - - - - - - - - - - - - - - -
3. Youth measures 004 002 001 001| 081 049 039 041 009 010 009 007| 251 256 237
a) Measures for unemployed
and disadvantaged youth 004 002 001 001| 081 049 039 041|004 004 0.04 0.03( 0.78 0.82 0.81
b) Support of apprenticeship and related
forms of genera youth training - - - - - - - - 0.06 0.06 0.05 0.03| 173 1.74 1.56
4. Subsidised employment 0.07 004 002 001| 055 038 025 026|019 016 010 006 191 151 119 090
a) Subsidiesto regular employment
in the private sector 004 003 001 001|031 033 019 022|008 007 0.05 0.03 0.98 0.84 0.74 0.58
b) Support of unemployed persons
starting enterprises 0.01 - - - 0.09 0.05 0.06 - 0.02 0.02 002 0.01 - 0.06 - -
c) Direct job creation
(public or non-profit) 0.02 - - - 0.15 - - - 0.09 0.06 0.03 0.02| 088 0.60 0.40 0.29
5. Measuresfor the disabled 057 059 059 055 .. 184 184 183|018 018 014 001 022 023 023 -
a) Vocationa rehabilitation 035 038 040 0.39 .. 120 126 131 - - 0.01 0.01 - - - -
b) Work for the disabled 021 020 019 016 .. 064 058 052|018 018 013 .. 0.18 0.20 0.20 -
6. Unemployment compensation 069 049 047 039 .. 397 470 446|110 055 064 08l 563 301 358 458
7. Early retirement for labour market
reasons - - - - - - - - - - - - - - - -
TOTAL 165 139 128 116 .. 795 820 801 | .. .. .. .. | 1209 811 811
Active measures (1-5) 096 090 081 077 .. 398 350 355 .. .. .. .. 547 511 453 ..
Passive measures (6 and 7) 0.69 049 047 039 .. 397 470 446|110 055 064 081 563 3.01 358 4.58
For reference:
GDP (national currency, at current prices, 10 °) 109 1109 1193 1404 472 554 616 711
Labour force (thousands) 2287 2323 2333 2350 17225 17285 17262 17426
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Table H. Public expenditure and participant inflows in labour market programmesin OECD countries (cont.)

Portugal Spain ®
Programme categories Public expenditure Participant inflows Public expenditure Participant inflows
as apercentage as apercentage as apercentage as apercentage
of GDP of the labour force of GDP of the labour force
1995 1996 1997 1998 1995 1996 1997 1998 1997 1998 1999 2000° 1997 1998 1999 2000°
1. Public enployment servicesand
administration 010 0.10 0.11 0.11 0.07 0.07 0.06 0.05
2. Labour market training 023 029 028 030|529 607 706 992| 015 0.17 0.28 0.29 963 986 1056 9.93
a) Training for unemployed adults
and those at risk 004 005 0.08 008 [ 019 033 059 063 | 0.08 0.10 0.21 0.21 153 183 2.05 113
b) Training for employed adults 018 024 020 022 | 511 574 647 930 | 0.08 0.07 0.07 0.09 810 803 851 880
3. Youth measures 033 031 200 264 0.06 0.07 0.06 0.06 285 255 253 210
a) Measures for unemployed
and disadvantaged youth 015 015 113 125 0.06 0.07 0.06 0.06 108 107 103 085
b) Support of apprenticeship and related
forms of general youth training 018 016 015 018 | 087 139 137 185 - - - - 177 147 150 125
4. Subsidised employment 0.08 0.11 0.09 009 ( 088 117 099 1.09 | 0.19 0.32 0.42 041 1.50 178 534 522
a) Subsidiesto regular employment
in the private sector 0.03 0.07 0.01 001 | 013 035 - 006 | 011 0.21 0.30 0.30 - - 335 344
b) Support of unemployed persons
starting enterprises 0.03 0.01 0.02 003 ( 018 010 013 011 | 0.03 0.03 0.03 0.03 017 022 021 022
c) Direct job creation
(public or non-profit) 003 003 005 005 | 057 071 082 091 | 006 0.08 0.09 0.08 131 156 178 156
5. Measuresfor thedisabled 005 005 003 001 | 018 016 015 006 | 0.02 0.02 0.02 0.03 014 016 017 023
a) Vocational rehabilitation 004 004 0.02 - 012 012 012 - - - - - - - - -
b) Work for the disabled 001 001 0.01 0.01 | 0.06 - - - 0.02 0.02 0.02 0.03 014 016 017 023
6. Unemployment compensation 083 077 070 067 | 368 373 332 336 | 1.78° 155 140° 134° | 158 141 146 145
7. Early retirement for labour market
reasons 009 012 014 016 | 0.30 040 049 056 c c c c - - - -
TOTAL 1.70 1.74 12.32 1417 2.27 2.25 241 2.32 1571 1576 20.06 18.92
Active measures (1-5) 079 0.85 .. .. 834 10.04 .. .. 0.49 0.70 1.01 0.98 1413 1434 1860 17.48
Passive measures (6 and 7) 0.91 0.89 0.85 083 [ 398 413 381 392 1.78 1.55 1.40 134 1.58 141 1.46 1.45
For reference:
GDP (national currency, at current prices, 10 g) 16102 17099 18276 19693 82060 87545 93693 100874
Labour force (thousands) 4802 4887 4967 4987 16333 16441 16598 16981

a) From 1998, datainclude expenditure on LMPs administered by the Autonomous Communities (in 1998, only data for the following Communities are included: Aragon, Castillay Leon, Cataluna, Madrid, Navarra

and the Pais Vasco).
b) Provisional data

c) Datafor category 7 "Early retirement for labour market reasons’ are included in category 6 "Unemployment compensation”.
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— TableH. Public expenditure and participant inflows™ in labour market programmesin OECD countries (cont) ——

Sweden Switzerland
Programme categories Public expenditure Participant inflows Public expenditure
as apercentage as apercentage as apercentage
of GDP of the labour force of GDP
1997 1998 1999 2000 1997 1998 1999 2000 1997 1998 1999 2000
1. Public employment services and
administration 0.29 0.28 0.28 0.26 0.15 0.14 0.14 0.11
2. Labour market training 041 0.45 0.48 0.31 411 4.58 379 2.87 0.23 0.14 0.11 0.09
a) Training for unemployed adults
and those at risk 041 0.44 0.47 0.30 3.65 3.95 321 245 0.23 0.14 0.11 0.09
b) Training for employed adults 0.01 0.01 0.01 0.01 0.46 0.64 0.58 0.42 - - - -
3. Youth measures 0.02 0.03 0.03 0.02 0.71 0.89 0.73 0.63 - 0.01 0.01 0.01
a) Measures for unemployed
and disadvantaged youth 0.02 0.03 0.03 0.02 0.71 0.89 0.73 0.63 - 0.01 0.01 0.01
b) Support of apprenticeship and related
forms of general youth training - - - - - - - - - - - -
4. Subsidised employment 0.71 0.61 0.45 0.27 7.55 5.49 333 3.01 0.23 0.32 0.25 0.13
a) Subsidies to regular employment
in the private sector 0.19 0.14 0.18 0.15 311 221 2.78 270 0.01 0.10 0.08 0.05
b) Support of unemployed persons
starting enterprises 0.08 0.08 0.07 0.05 0.49 0.43 0.36 0.31 - 0.01 0.01 0.01
c) Direct job creation
(public or non-profit) 0.44 0.39 0.21 0.07 3.9 2.85 0.19 - 0.22 0.21 0.16 0.07
5. Measuresfor thedisabled 0.59 0.59 0.57 0.52 0.98 112 0.85 0.91 0.15 0.15 0.14 0.14
a) Vocational rehabilitation 0.03 0.04 0.04 0.03 0.63 0.67 0.51 0.56 0.15 0.15 0.14 0.14
b) Work for the disabled 0.56 0.55 0.54 0.49 0.35 0.45 0.34 0.35 - - - -
6. Unemployment compensation 2.06 181 1.59 134 1.40 1.10 0.90 0.57
7. Early retirement for labour market
reasons 0.04 0.12 0.09 - - - - -
TOTAL 4.13 3.88 3.50 272 215 1.86 155 1.05
Active measures (1-5) 203 1.96 182 1.38 1334  12.09 8.69 7.42 0.75 0.77 0.66 0.47
Passive measures (6 and 7) 2.10 193 1.68 1.34 1.40 1.10 0.90 0.57
For reference:
GDP (national currency, at current prices, 10 %) 1824 1905 1995 2083 371 381 389 407
Labour force (thousands) 4367 4347 4382 4362
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Table H. Public expenditure and participant inflows  in labour market programmesin OECD countries (cont.)

Programme categories

United Kingdom 2

United States®

Public expenditure

Participant inflows

Public expenditure

Participant inflows

as apercentage as apercentage as a percentage as apercentage
of GDP of the labour force of GDP of the labour force
1997 1998 1999 | 1997 1998 1999 | 1996 1997 1998 1999 1996 1997 1998 1999
-98 -99 -00 -98 -99 -00 -97 -98 -99 -00 -97 -98 -99 -00
1. Public employment services and
administration 016 013 013 006 006 006 0.04
2. Labour market training 0.07 005 0.05| 0.86 0.48 051 [ 0.04 0.04 0.04 0.04 0.77 0.78 0.59
a) Training for unemployed adults
and those at risk 006 004 004| 081 043 045 | 004 004 004 004 | 077 0.78 0.59
b) Training for employed adults 001 001 o001 - - 0.06 - - - - - - -
3. Youth measures 012 013 015| 114 0.97 101 [ 003 003 003 003| 057 0.59 0.56
a) Measures for unemployed
and disadvantaged youth 001 0.02 0.04 - - - 003 003 003 003 | 049 0.51 0.48
b) Support of apprenticeship and related
forms of general youth training 012 011 011] 113 0.97 101 - - - - 0.08 0.08 0.08
4. Subsidised employment 0.01 - 0.01 - - - 001 001 001 001
a) Subsidiesto regular employment
in the private sector - - 0.01 - - - - - - - - - - -
b) Support of unemployed persons
starting enterprises - - - - - - - - - - - - - -
c) Direct job creation
(public or non-profit) 0.01 - - - - - 001 001 001 001 | 0.07 0.07 0.07
5. Measuresfor thedisabled 002 002 002| 018 0.20 018 | 003 004 004 003
a) Vocational rehabilitation - - 001]| 011 0.12 0.10 [ 0.03 0.04 0.04 0.03
b) Work for the disabled 002 002 002]| 0.08 0.08 0.08 - - - - - - -
6. Unemployment compensation 080 064 058 11.29 1046 1016 | 026 025 025 023
7. Early retirement for labour market
reasons - - - - - - - - - - - - - -
TOTAL 118 098 094 | 1591 12838 1272 | 042 042 042 038
Active measures (1-5) 039 034 037]| 461 242 256 | 017 017 017 015
Passive measures (6 and 7) 080 064 058| 1129 1046 1016|026 025 025 023
For reference:
GDP (national currency, at current prices, 10 %) 787 832 871 8194 8666 9153 9824
Labour force (thousands) 27594 28338 28666 137075 138528 140177 141761
a) Excluding Northern Ireland. Fisca years starting on April 1.

b)

Fiscal years starting on October 1.

Dataon the annual inflows of participantsinto the programmes have not been collected for category 1 "Public employment services and administration”.

The total's shown in the table must be interpreted with caution.

Source:  OECD database on labour market programmes. The data are compiled each year by the OECD on the basis of submissions from Member countries.
The programmes have been classified into standardized categories and sub-categories. For their definitions, see OECD (1992), Employment Outlook, Paris.
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