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Foreword

The OECD Employment Outlook provides an annual assessment of key labour market
developments and prospects in OECD member countries. Each edition also contains
several chapters focusing on specific aspects of how labour markets function and the
implications for policy in order to promote more and better jobs. This year’s chapters
cover recent wage developments, drivers of the decline in the labour share, the impact of
collective bargaining on labour market performance, policies to smooth the transition
back into employment for workers who lost their job due to economic change, causes and
consequences of recent trends in unemployment benefit coverage, and an investigation of
the reasons why the gender gap in labour income increases over the working life.

The 2018 OECD Employment Outlook is the joint work of staff of the Directorate for
Employment, Labour and Social Affairs. The staff of the Economics Department and
Statistics and Data Directorate contributed to the preparation of Chapter 2. The whole
Outlook has also greatly benefited from comments from other OECD directorates and
contributions from national government delegates. However, its assessments of each
country’s labour market prospects do not necessarily correspond to those made by the
national authorities concerned.

This report was edited by Andrea Bassanini, and is based on contributions from
Alexandre Georgieff (Chapter 1), Cyrille Schwellnus, Mathilde Pak, Pierre-Alain Pionnier
and Elena Crivellaro (Chapter 2), Oliver Denk, Andrea Garnero, Alexander Hijzen
and Sébastien Martin (Chapter 3), Paul Swaim (Chapter 4), Rodrigo Fernandez,
Herwig Immervoll and Daniele Pacifico (Chapter 5) and Gwenn Parent (Chapter 6).
Research assistance was provided by Sylvie Cimper, Thomas Manfredi, Sébastien Martin
and Agnes Puymoyen. Pascal Marianna prepared the Statistical Annex with the assistance
of DanaBlumin and Sylvie Cimper. Editorial assistance was provided by
Brigitte Beyeler, Natalie Corry, Liv Gudmundson and Lucy Hulett.
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Editorial

Wageless growth: Is this time different?

For the first time since the onset of the global financial crisis in 2008, there are more
people with a job in the OECD area than before the crisis. Unemployment rates are
below, or close to, pre-crisis levels in almost all countries. Job vacancies have reached
record highs in the euro area, the United States and Australia. A growing number of them
remain unfilled for many months as labour market conditions get tighter.

Yet, wage growth is still missing in action. As highlighted in this edition of the
Employment Outlook, OECD countries are now a long way into the growth cycle, but
wage growth remains remarkably more sluggish than before the crisis (Chapter 1). At the
end of 2017, nominal wage growth in the OECD area was only half of what it was just
before the Great Recession for comparable levels of unemployment. And even when
inflation is taken into account, real wage growth is a long way off pre-crisis trends. True,
in some countries with a long-standing recovery, a few wage agreements entailing
significant pay increases have been signed recently, but these remain sparse.

Even more worrisome, this unprecedented wage stagnation is not evenly distributed
across workers. Real labour incomes of the top 1% of income earners have increased
much faster than those of median full-time workers in recent years, reinforcing a
long-standing trend. This, in turn, is contributing to a growing dissatisfaction by many
about the nature, if not the strength, of the recovery: while jobs are finally back, only
some fortunate few at the top are also enjoying improvements in earnings and job quality.

As labour market tightens up and a growing number of vacancies remain unfilled, why is
wage pressure not increasing?

A first answer lies in the slowdown in productivity growth. All else equal, low
productivity growth puts a brake on wage growth. While in the years before the crisis
hourly labour productivity was growing at 2.3% per year on average in the OECD area, it
slumped during the recession. And the chasm, which opened in the early years of the
global financial crisis, has not been filled yet: productivity growth levelled off at 1.2% on
average over the past five years, and at less than 1% in several countries, including
France, Italy, Japan, the United Kingdom and the United States.

While the reason behind this slowdown is currently one of the most hotly debated issues
in macroeconomics, productivity trajectories have however been very heterogeneous
across firms. Leading firms, at the technological frontier, have enjoyed strong
productivity growth similar to that of the pre-crisis period, but follower firms have
experienced sluggish productivity growth, widening the gap from the top performers. In
other words, productivity growth has become even more concentrated, with limited
spillovers from the frontier to follower firms. Aggregate productivity gains are now led
by highly-technological, innovative firms that enjoy increasingly large market shares due
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to their competitive advantage. Even though these dominant positions tend to be
temporary, as firms at the technological frontier are continually being challenged by new
and better innovators, this process drives down the labour share — the share of national
income going to labour. Frontier companies invest massively in capital-intensive
technologies and thus tend to have lower labour shares, while reallocation of market
shares towards these “superstar” firms further contributes to a lower part of value added
that goes to workers (Chapter 2).

The second answer relates to the changing nature of skills demand and its relationship to
the skills available in the workforce. The jobs destroyed during the crisis are not the same
as those created in the recovery. Leading firms are in great demand of highly-qualified
personnel, with high-level cognitive skills — such as complex problem solving, critical
thinking and creativity — and social intelligence — social perceptiveness needed when
persuading, negotiating and caring for others. These skills are in short supply in many
countries and people who possess them have been the main beneficiaries of wage growth.
However, many workers are not well equipped to meet the emerging demand for these
high-level skills. According to the Survey of Adult Skills, almost one-in-four adults lack
even basic information-processing skills (digital skills) and can only do simple tasks on
computers, which prevents them from accessing jobs in which pay is increasing.

As a result, recent wage developments have not been the same for everybody, with
significant differences not only across countries but also within countries, and within
firms. While returns to high-level skills have been rising, there is evidence that the
number of lower paid jobs is on the rise. For example, involuntary part-time employment
has risen significantly in a number of countries since the crisis, and this has been
accompanied by a deterioration in the relative earnings of part-time workers.

Declining coverage of unemployment benefits in many countries and mounting long-term
unemployment in the aftermath of the crisis (Chapter 5) may also have contributed to low
wage growth. Jobseekers may have become less selective when nearing exhaustion of
their benefit rights and may tend to accept jobs not matching their expectations in terms
of hours worked contractual arrangements and, especially, wage levels. In a number of
OECD countries, particularly those hit hard by the financial crisis and then by the
sovereign debt crisis, the overall annual growth of real monthly wages would have indeed
been higher had the number of those newly hired after an unemployment spell not
increased so much and their wage evolved along the lines of other workers. For example,
in Spain average real wages would have been 3.1% higher by 2014 had average wages
grown at the same rate as the wages of those continuously employed since 2007. Many of
the workers who lose their jobs for economic reasons typically face structural challenges
that put them at risk of long-term unemployment, unless skills profiling, re-training and
counselling are provided early enough (Chapter 4).

In this context, it is crucial that countries develop high-quality education and training
systems that provide learning opportunities throughout the life course. Children and youth
need to acquire valuable job-specific skills and develop their creativity, problem solving
and social perceptiveness, as well as the ability and interest to learn new things. But
learning opportunities cannot stop at school and university. Adults must be given
continuous opportunities to develop, maintain and upgrade skills at all ages, with a view
to preventing as much as addressing skills obsolescence and depreciation. Yet, workforce
groups at greater risk of labour market disadvantage receive less training, both formal and
informal, which compounds their disadvantage. Across all OECD countries, the low
skilled have indeed a probability of being involved in training which is only one-third of
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that of the high skilled. More needs to be done to overcome this gap, with better targeted
training measures but also greater involvement of employers, especially in small and
medium-sized enterprises that struggle to offer training.

More generally, in a world where technologies and employers’ needs are changing
rapidly, the challenge for policy is to ensure that current and future skill demands are well
identified. Systems and tools to produce this information exist in most countries. They
usually provide reliable evidence that can be used to address skill imbalances but their
predictions are rarely well-integrated into policy and practice. Doing so requires good
co-operation and co-ordination between key stakeholders in several different areas
ranging from employment to education and training to migration policy.

Co-operation and co-ordination among social partners have a key role to play in
addressing these challenges, but this requires addressing the long-term trend decline in
union membership and eroding role of collective bargaining in a number of countries.
Social dialogue makes it easier to anticipate future needs and opportunities, find solutions
and manage change proactively, but to be effective social partners should work together
in a spirit of co-operation and mutual trust. New evidence provided in this Outlook clearly
shows that co-ordinated collective bargaining systems, with strong and self-regulated
social partners and effective mediation bodies, contribute to high levels of employment,
better quality of the work environment, including more training opportunities, and greater
resilience of the labour market to shocks (Chapter 3). In a rapidly changing labour
market, there is even more need for effective social dialogue. Social partners can and
should play an important role in ensuring that the provision of training is consistent with
current and future demand for skills, achieving an equitable distribution of productivity
gains and supporting individuals who lose their job as a result of technological change or
trade.

To sum up, the persistent overall degree of wage moderation masks large differences
between workers, but also reflects structural changes in our economies that the global
financial crisis has deepened and accelerated. Some stronger wage rises are expected as
the labour market tightens further. But the earnings prospects of many workers may well
remain meagre as they struggle to adapt to a rapidly evolving world of work.
Well-targeted policy measures and closer collaboration with the social partners can and
should help these workers address their growing disadvantages by providing them with
training and retraining opportunities as well as career guidance and information to foster
mobility.

ST S

Stefano Scarpetta,
OECD Director for Employment, Labour and Social Affairs
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ALMP
CASEN
CAWIE
CNEF
CPS
ECB
ECEC
ENIGH
ENOE
EPL
ERM
EU-KLEMS

EU-LFS
EU-SILC
GDP
GGLI
GSOEP
GVC
HG
HILDA
HWG
ICT
ICTWSS

IDD
ILO
IMF
INPS
ISIC
KHPS
KLIPS
LFS
NRR
OECD
OLS

Acronyms and abbreviations

Active labour market programme

Encuesta de Caracterizacion Socioeconomica Nacional
Collectively Agreed Wages In Europe

Cross-National Equivalent File

Current Population Survey

European Central Bank

Early childhood education and care

Encuesta Nacional de Ingresos y Gastos de los Hogares
Encuesta Nacional de Ocupacion y Empleo
Employment protection legislation

European Restructuring Monitor

EU-level analysis of capital, labour, energy, materials and
service inputs data

European Union Labour Force Survey

European Union Statistics on Income and Living Conditions
Gross domestic product

Gender gap in labour income

German Socio Economic Panel

Global value chain

Hours gap

Household, Income and Labour Dynamics in Australia
Hourly wage gap

Information and communication technology

Institutional Characteristics of Trade Unions, Wage Setting,
State Intervention and Social Pacts Database

OECD Income Distribution Database
International Labour Organization
International Monetary Fund

Istituto Nazionale Previdenza Sociale
International Standard Industry Classification
Japan Household Panel Survey

Korean Labor and Income Panel Study
Labour Force Survey

Net replacement rate

Organisation for Economic Co-operation and Development
Ordinary Least Squares
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PES Public employment service

PIAAC Programme for the International Assessment of Adult
Competencies

PISA Programme for International Student Assessment

PPP Purchasing power parity

SES European Union Structure of Earnings Survey

SHARE Survey of Health, Ageing and Retirement in Europe

STAN OECD Structural Analysis Database

STEM Science, technology, engineering and mathematics

STW Short-time work

UA Unemployment assistance

Ul Unemployment insurance

UB Unemployment benefit

WTO World Trade Organization
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Executive summary

Wage growth remains sluggish despite the fall in unemployment

While the impact of the global financial crisis on job quality and inclusiveness persists,
employment rates are historically high in most OECD countries and the average
unemployment rate is back to its pre-crisis level. In spite of this, nominal wage growth
remains significantly lower than it was before the crisis for comparable levels of
unemployment, and the downward shift in the Phillips curve — the relationship between
unemployment and wage growth — has continued during the recovery. Low inflation
expectations and the productivity slowdown, which accompanied the Great Recession and
have not fully recovered yet, have both contributed to this shift. Low-pay jobs have also
been another important factor. In particular, there has been a significant worsening of the
earnings of part-time workers relative to that of full-time workers associated with the rise
of involuntary part-time employment in a number of countries. Moreover, the
comparatively low wages of workers who have recently experienced spells of
unemployment, combined with still high unemployment rates in some countries, have
pushed up the number of lower-paid workers, thereby lowering average wage growth.

Labour share declines partly reflect the emergence of “superstar” firms

Real median wage growth in most OECD countries has not kept pace with labour
productivity growth over the past two decades, partly reflecting declines in the share of
value added going to labour — i.e. the labour share. Technological progress in the sectors
producing equipment goods and the expansion of global value chains have reduced labour
shares within firms and increased the share of value added accounted for by firms with
lower labour shares. Moreover, the dampening effect of technological progress on the
labour share tends to be particularly large in countries and industries with a high
proportion of low-skilled and high-routine jobs. Countries with falling labour shares have
witnessed both a decline in the labour share at the technological frontier and a
reallocation of market shares towards firms at this frontier (“superstar” firms) with low
labour shares. The labour share decline at the technological frontier reflects the enhanced
“creative destruction” process brought about by the technological dynamism of new
entrants with lower labour shares rather than anti-competitive forces. These results
suggest that the way to help workers make the most of ongoing technological advances is
to effectively raise their skills. It is therefore crucial that countries develop high-quality
education and training services and provide accessible learning opportunities while
developing systems for anticipating skill demands.
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Collective bargaining institutions play a key role for labour market performance

The pay and working conditions of one-in-three workers in the OECD are governed by a
collective agreement. Bargaining systems that co-ordinate wages across sectors tend to be
linked with lower wage inequality and better employment outcomes, including for
vulnerable groups. Wage co-ordination increases solidarity between workers in different
sectors and helps ensure that collective bargaining improves employment by taking due
account of macroeconomic conditions. However, in centralised systems, lower inequality
and higher employment may come at the expense of lower productivity growth. The
experience of several countries suggests that it can be important to provide employer and
worker representatives in the firm with sufficient room to refine or adjust sector-level
agreements to take account of company conditions (“organised decentralisation”). Overall,
co-ordination and organised decentralisation with broad-based social partners help attain
better labour market outcomes, combining good levels of inclusiveness and flexibility.
Social dialogue in the workplace is also associated with a higher-quality work environment.

Labour market programmes help workers who lose their jobs for economic reasons

The “creative destruction” process that underlies economic growth and rising living
standards causes a considerable number of workers to lose their jobs to economic change
every year and many of these workers experience significant income losses and other
hardships. The starting point for improving the re-employment prospects and income
security of workers who have been made redundant is to make further progress at
developing effective national activation strategies that address the barriers faced by this
group and their particular advantages when searching for a new job. Two of the most
important differences between workers who lose their job for economic reasons and other
jobseekers are the greater scope for proactive measures, beginning during the notice
period before the layoff occurs, and the large contribution that employers can make to
fostering successful mobility for workers they dismiss, ideally in close collaboration with
unions and labour market authorities. An important issue for income support is how, if at
all, workers who become re-employed at a significantly lower wage should be
compensated for their loss of earnings power. Conditions of access to unemployment
benefits during the whole unemployment spell also play a crucial role.

Most jobseekers do not receive unemployment benefits

Discussions of the labour market effects of unemployment benefits commonly assume
that jobseekers have ready access to such transfers. Accessible unemployment support is
a crucial ingredient of an inclusive labour market policy that protects workers rather than
jobs. But fewer than one-in-three jobseekers receive unemployment benefits on average
across the OECD, and the longer-term downward trend of benefit coverage has continued
in many countries after the financial and economic crisis. The reasons behind the decline
in coverage rates provide an indication of whether this might be a policy concern, and
which measures may be suitable for maintaining benefit accessibility at desired levels.
Since the onset of the crisis, changes in the characteristics of jobseekers, such as
migration flows or sizeable changes in the shares of the long-term unemployed, have
been important drivers of coverage trends. But part of the recent widening of what might
be called the “coverage gap” can be clearly ascribed to policy reforms that aimed at
reducing unemployment benefit generosity either in search of fiscal restraint or in order to
dampen job-search disincentives for the unemployed.
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Why does the gender gap in labour income increase over the working life?

Even if the gap in annual average labour income between men and women has gone down
significantly, women's annual labour income was still 39% lower on average than that of
men in 2015. Comparable estimates of the gender gap in labour income throughout the
lifecycle indicate that most of it is generated in the first half of the career. The smaller
number of job changes experienced by women in the early stages of their working life
and the effect of childbirth and child rearing on mothers’ participation in the labour
market have a long-lasting impact on women's careers and, therefore, the way the gender
gap evolves over the working life. Part-time work plays a less clear-cut role, as it can
prevent withdrawal from the labour force but may also represent a career trap for women.
The relative importance of each dimensions of the gender gap in labour income — gender
differences in employment rates, hours worked and hourly earnings — provides valuable
guidelines for policy action. Family policies, measures to encourage behavioural changes
among both men and women, and actions promoting changes in the workplace, such as
increased take-up of part-time and flexible working time arrangements by both fathers and
mothers, can play a key role in helping women to successfully navigate the crucial
childbirth phase of their career, stay attached to the labour market and seize the same
career opportunities as men.
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Chapter 1. Still out of pocket: Recent labour market performance
and wage developments

This chapter examines the evolution of labour market performance since the onset of the
global financial crisis. OECD labour markets are back to pre-crisis levels in terms of job
quantity, with only few notable exceptions, while a more mixed picture emerges as
regards job quality and inclusiveness. In spite of this, nominal wage growth remains
remarkably lower than it was before the crisis for comparable levels of unemployment,
and the shift of the relationship between unemployment and wage growth has continued
during the recovery. The chapter investigates the factors accounting for the persistent
wage growth slowdown. While low inflation expectations and productivity growth
deceleration remain the main drivers of observed patterns, the dynamics of low-pay jobs
and the wages associated to them have also been key factors accounting for the overall
decline in wage growth.

The statistical data for Israel are supplied by and under the responsibility of the relevant Israeli authorities.
The use of such data by the OECD is without prejudice to the status of the Golan Heights, East Jerusalem and

Israeli settlements in the West Bank under the terms of international law.
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Key findings

The recovery from the global financial crisis and the subsequent European debt crisis that
affected a number of euro area countries is largely complete. At 2.6 % per year in 2017
and 2.5% projected for 2019, OECD economic growth, while not at a record high,
appears stable and even the euro area is experiencing the strongest growth of real gross
domestic product (GDP) of the past ten years (OECD, 2018[;). Employment rates are, on
average, above pre-crisis levels, with the strongest improvements occurring among
under-represented groups. Yet wage growth appears to be lagging behind employment
growth, with some signs of acceleration appearing in some countries only towards the end
of 2017 or the first quarter of 2018 (OECD, 2018)). This soft wage growth suggests that
the recovery remains fragile.

This chapter provides an overview of labour market developments since the onset of the
global financial crisis with a special emphasis on the possible reasons for unexpectedly
low wage growth. The main findings of this chapter are:

e OECD labour markets are back to pre-crisis levels in terms of job quantity, with
only a few notable exceptions. Yet, a more mixed picture emerges as regards job
quality and inclusiveness, the other two main pillars of the OECD Jobs Strategy
together with job quantity. Improvements have occurred over the past decade in
many countries as regards the gender gap in labour income, the labour market
prospects of disadvantaged groups, and the incidence of job strain — excessive job
demands combined with insufficient resources. However, labour market
insecurity — the risk of unemployment and its economic cost for workers — is not
yet back to pre-crisis levels and poverty has grown amongst the working-age
population.

e Wage growth also remains remarkably lower than it was before the crisis. The
OECD average of hourly wage growth rates was between 1.5 and 2 percentage
points lower during the Great Recession than it was before for comparable levels
of unemployment, and this shift in the relationship between unemployment and
wage growth (the so-called Phillips curve) has continued during the recovery. It is
visible even in countries where wage growth seems to be finally picking up a
number of years into the recovery, such as the United States.

e Allin all, in OECD countries, nominal hourly wage growth dropped from 4.8% in
the pre-crisis period to 2.1% in recent years on average. Real wage growth
decreased by 1 percentage point over the same period.

e The low-inflation environment and the productivity slowdown have both
contributed to the marked deceleration in wage growth. On average, hourly labour
productivity growth slowed from 2.3% prior to the crisis to 1.2% in the recent
period, while inflation decreased from 2.6% to 0.8%, likely lowering inflation
expectations.

e The dynamics of low-pay jobs and the wages they pay have also been key factors
accounting for the overall decline in wage growth. In particular, there has been a
significant worsening in the average earnings from part-time jobs relative to that
of full-time jobs, which is associated with the rise of involuntary part-time
employment in a number of countries.
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e Comparatively poor working conditions among workers regaining employment
after an unemployment spell, combined with a large number of transitions from
unemployment to employment in some countries, pushed up the number of
lower-paid workers, thereby lowering average wage growth.

Introduction

This chapter provides an overview of labour market developments since the onset of the
global financial crisis. After presenting the evolution of the key indicators of labour
market performance, developed in the context of the OECD Jobs Strategy in
OECD (201731; 2018(4)), special attention is given to wage growth, which appears to be
the missing element of the current recovery. Indeed, while unemployment has been on a
declining path for a number of years in most OECD countries (OECD, 2016;s)), wage
growth remains remarkably lower than it was before the Great Recession for comparable
levels of unemployment. This recent downward shift of the wage-unemployment
relationship in a number of countries has raised an increasing interest and concern in the
academia and policy fora — see for example (IMF, 2017;s); Bulligan and Viviano, 20177;
OECD, 2016(5;; ECB, 2016(53;; Shambaugh et al., 2017;9)). Beyond the factors typically
pointed out in the literature, such as the productivity slowdown and fall of inflation
expectations, low-pay jobs are considered here as an important channel accounting for the
disappointing wage growth deceleration.

The remainder of the chapter is divided as follows: Section 1.1 briefly examines the
evolution of labour market performance, using a number of standardised indicators;
Section 1.2 investigates the statistical factors accounting for the persistent wage growth
slowdown; and Section 1.3 presents concluding remarks.

1.1. Recent developments in key indicators of labour market performance

Labour market conditions continue to improve. In 2017, the OECD average employment
rate was almost 2 percentage points above its pre-crisis level, (Figure 1.1, Panel A).!
Similarly, unemployment rates continue their slow descent, although in a few countries
remain somewhat above their pre-crisis levels because employment has not increased
enough to fully offset rising trends in participation rates (Figure 1.1 Panel B). Yet, in
2016, broad labour underutilisation — adding up inactive and unemployed people as well
as involuntary part-timers — was still, at 28.1%, 1.5 percentage points above 2006 levels
(Figure 1.1, Panel C).

The recent performance of OECD countries as regards job quantity has been quite
heterogeneous. In 2016, employment rates were more than 8 percentage points above
their 2006 levels in Germany, Hungary and Poland. In these countries, these positive
employment trends are typically matched by significant reductions in both unemployment
and broad labour underutilisation. By contrast, contractions of employment rates as large
as 2 percentage points or more occurred in this period in a number of countries hit hard
by the Great Recession and the euro debt crisis (Greece, Ireland and Spain) and Denmark.
In these countries, negative employment trends are matched by large increases in
unemployment and broad underutilisation.
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Figure 1.1. Employment performance is back to pre-crisis levels
Employment, unemployment and broad labour underutilisation, 2006 and latest available data
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Note: Following OECD (20184)), broad labour underutilisation is defined in the chart as the sum of inactive,
unemployed and involuntary part-time people.

Source: OECD Employment Database, www.oecd.org/employment/emp/ onlineoecdemploymentdatabase.htm;
OECD (2018p4)), Good Jobs for All in a Changing World of Work: The OECD Jobs Strategy,
http://www.oecd.org/mem/documents/C-MIN-2018-7-EN.pdf.

StatlLink Si=r http://dx.doi.org/10.1787/888933777604
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The United States is another country in which the employment rate is still significantly
below the pre-crisis level, despite the longest job recovery in the post-war period: the
unemployment rate is now below the pre-crisis level but broad labour underutilisation is
up by 3.2 percentage points. Despite a relatively stable employment rate, in Italy both the
unemployment and labour underutilisation rates were higher in 2016 than in 2006 by
4.6 and 6 percentage points, respectively, due to the opposite effects of increasing labour
force participation and soaring involuntary part-time. Last but not least, the latest
available data show a significantly higher labour underutilisation also in Iceland (by
3 percentage points) as well as in Portugal and Slovenia (by 4 percentage points).

The OECD Job Quality framework measures job quality along three dimensions:
1) earnings quality, which refers to the extent to which the earnings received by workers
in their jobs contribute to their well-being by taking account of both the average level as
well as the way earnings are distributed across the workforce; ii) labour market
insecurity, which is measured as the ex-ante expected monetary loss associated with
becoming and staying unemployed as a share of previous earnings; and iii) the quality of
working environment, measured as the incidence of job strain that is characterised by a
combination of high job demands and few job resources to meet those demands.

Trends in job quality since the mid-2000s have been contrasted (Figure 1.2). On the one
hand, earnings quality has increased, albeit in a limited way, and job strain decreased
almost everywhere. On the other hand, labour market insecurity in 2016 was still above
2006 levels in many countries.

Gross hourly earnings expressed in 2010 USD purchasing power parity adjusted by
inequality® have increased modestly in most countries, from 15.59 USD to 16.87 USD
between 2006 and 2015. This increase is mainly due to limited growth in real wages (see
Section 1.2) and an extremely small reduction in earnings inequality. Earnings quality fell
significantly in Greece in this period (with a slump of 1.39 USD), and to a limited extent
in Mexico, Turkey and the United States (where adjusted gross hourly earnings decreased
by 0.15 to 0.35 USD). Large increases (above 3 USD) occurred in Norway only.

Among the countries for which data are available, the incidence of job strain was
27.5% on average in 2015, against 34.5% in 2005 (Figure 1.2, Panel C). The largest drop,
albeit from very high values, occurred in Germany (about 16 percentage points), where
job strain incidence is now close to the OECD average. By contrast job strain increased
only in Sweden (about 2 percentage points) although, at 25.5% in 2015, the country
remains among those with the lowest incidence. It must be kept in mind, however, that
these trends may not only be driven by structural improvement but also reflect
business-cycle-related factors affecting the composition of jobs.?

The increase in labour market insecurity (Figure 1.2, Panel B) is largely driven by the fact
that, despite higher employment rates, unemployment in a number of countries in 2016
was not yet at its pre-crisis levels — see OECD (2018};). Reduction in
unemployment-benefit coverage during this period (see Chapter 5), however, played a
role in many countries as well. The ex-ante expected monetary loss associated with
becoming and staying unemployed increased by more than one percentage point between
2006 and 2016. The largest increase in labour market insecurity (above 10 percentage
points) occurred in Greece and Spain. By contrast, in Germany and the Slovak Republic,
labour market insecurity fell by more than 1.5 percentage points.
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Figure 1.2. Contrasting trends in job quality
Earnings quality, labour market insecurity and incidence of job strain, mid-2000s and latest available data
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Source: OECD (20184)), Good Jobs for All in a Changing World of Work: The OECD Jobs Strategy,
http://www.oecd.org/mcm/documents/C-MIN-2018-7-EN.pdf.

StatLink Sw=m http://dx.doi.org/10.1787/888933777623
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Figure 1.3. In spite of more inclusive labour markets, poverty remains a concern

Low-earnings rate, gender gap in labour income and employment gap of disadvantaged groups, 2006 and
latest available data

A. Low-income rate
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Note: Data on low-income rate refer to 2015 except for Costa Rica and Israel (2016); Denmark, Germany, Hungary,
Iceland, Ireland, Italy, Luxembourg, Mexico, New Zealand (2014); Japan (2012), Data on gender labour income gap
refer to 2015 except for the United States (2016); Iceland, Ireland, Italy, Luxembourg and Switzerland (2014);
Korea (2013). Data on employment gap for disadvantaged groups are a weighted average of the employment gap for
mothers with young children, youth (excluding those in education and not in employment), older workers,
non-natives and people with disabilities.
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Source: Low-income rate: Estimates and calculations based on the OECD Income Distribution Database (IDD),
http://oe.cd/idd. Gender labour income gap per capita: OECD calculations based on the European Union Statistics
on Income and Living Conditions (EU-SILC) for European countries except Germany, Household, Income and
Labour Dynamics in Australia (HILDA) for Australia, German Socio Economic Panel (GSOEP) for Germany,
Basic Survey on Wage Structure combined with Labour Force Survey results for Japan, Korean Labor and Income
Panel Study (KLIPS) for Korea, and the Current Population Survey (CPS - Annual Social Economic Supplement),
for the United States. Employment gap for disadvantaged groups: OECD calculations from the OECD Employment
Database, http://www.oecd.org/employment/emp/onlincoecdemploymentdatabase.htm and OECD International

Migration Database, http://www.oecd.org/els/mig/oecdmigrationdatabases.htm; for details see footnotes to
Figure 1.7 in OECD (20173)), OECD Employment Outlook 2017, http://dx.doi.org/10.1787/empl_outlook-2017-en.

StatLink Sisr http://dx.doi.org/10.1787/888933777642

Contrasting trends emerge also as regards labour market inclusiveness. On the one hand,
poverty has risen significantly since the onset of the crisis: on average, in the OECD,
10.6% of the working-age population had equivalised household disposable income lower
than 50% of the median in 2015 — the so-called low-income rate — against 9.6% one
decade before (Figure 1.3).* Low-income rates have decreased significantly only in Korea
as well as Mexico and Chile — albeit from very high levels in the latter two. By contrast,
they have increased by more than 2 percentage points in most of the countries that were
hit hard by the euro crisis (Greece, Italy, Spain and Slovenia), as well as in a few Eastern
European countries (Hungary and the Slovak Republic).

OECD countries, on the other hand, have clearly managed to reduce gender disparities in
the labour market. They have also integrated better disadvantaged groups, such as
low-skilled youth, older workers, mothers with young children, immigrants and people
with disabilities. Even if women’s annual labour income is still, on average, 39% lower
than that of men, this gap fell by 4.5 percentage points between 2006 and 2015.°
Improvements are observable in all OECD countries with available data except Poland,
with Luxembourg, Belgium and Ireland showing a reduction even greater than
10 percentage points (see Chapter 6 for a finer analysis of gender labour market
disparities and their causes). Similarly, despite the fact that the crisis hit hard on certain
groups, the average employment gap of disadvantaged groups® has decreased in all
OECD countries except in Greece and Slovenia, thanks also to a sufficiently long period
of restored growth. While the average employment rate of these groups was, on average,
29% lower than that of prime-age men in 2006, this gap was reduced to 25% ten years
later. Remarkable progression was experienced by Chile (10.4%), Poland (9%) and
Germany (8.4%).

1.2. Wage growth trends since the onset of the crisis

The sharp rise in unemployment brought about by the global financial crisis was followed
by a significant slowdown in wage growth in a number of countries. This wage restraint
helped limit job losses and set the stage for job growth during the recovery. However, a
prolonged period of stagnating wages might significantly reduce worker’s living
standards and consumer spending, endangering aggregate demand and growth. Therefore,
the decline in unemployment during the recovery should be accompanied by a rebound in
wages to allow for it to gain full strength.

1.2.1. The recovery in wage growth lags behind the decline in unemployment

While unemployment has been on a declining path for a number of years in most
OECD countries (OECD, 2016(s7), wage growth remains remarkably lower than it was
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before the recession for comparable levels of unemployment. Underemployment, the
productivity slowdown and low inflation expectations are natural candidates to explain
this shift of the Phillips curves’ (IMF, 2017s;; ECB, 2016(s}; Hong et al., 2018;105). Some
additional country specific explanations have been put forward, such as reduced
profitability due to the fall in the terms of trade or the high real exchange rate in Australia
(Bishop and Cassidy, 2017113; Connolly, 2016;12); Jacobs and Rush, 2015;13)).

The wage-Phillips curves presented in Figure 1.4 show how nominal hourly wages and
unemployment co-varied, both during the previous cycle (in grey) and during the
post-crisis period (in blue). A rising unemployment gap — defined as the percentage-point
change in unemployment since the start of the global financial crisis — increases
competition among workers for jobs and allows employers to lower their wage offers.®
Provided that inflation expectations, productivity growth and the composition of the
workforce do not change significantly, that wage adjustments are not made only on the
extensive margin (that is for new hires only), and that labour market slack is well proxied
by unemployment, the relationship between the change in unemployment since the start
of the crisis and wage growth should follow a stable pattern, at least in the short run:
wage growth should decline as unemployment rises and then increase back to its previous
levels as the unemployment gap shrinks.

OECD-wide, there has been a clear shift of the Phillips curve following the crisis (top-left
panel of Figure 1.4). During the recession, the average hourly wage growth was between
1.5 and 2 percentage points lower than it was before the recession for comparable levels
of unemployment. There is also a gap between the pre-recovery and post-recovery curves,
showing that this shift has even deepened during the recovery. On average, hourly wage
growth in OECD countries was still 0.4 percentage points lower in the last quarter of
2017 than it was in late 2008, while unemployment was at a similar level.

Even in Ireland, the United Kingdom and the United States, where no downward shift of
the Phillips curve was observed in the early recovery phase, a softer wage growth with
respect to pre-recovery Phillips curves was observed in 2017. In Germany, the continuous
decline in unemployment since 2010 has been accompanied by successive shifts of the
Phillips curve. These observations highlight that even in those countries where wage
growth seems to be picking up the recovery might be fragile.

Full-time wage growth has decreased uniformly across the wage distribution between the
previous and the current cycle in a number of countries. Figure 1.5 compares the
slowdown in nominal wage growth of full-time employees at the lower decile, the median
and the upper decile of the earnings distribution between the periods 2000-07 and
2007-16. Average annual growth of median full-time wages fell by 1.5 percentage points
in the OECD area, and slumped by more than 3 percentage points in Ireland, Greece and
Portugal as well as many Eastern European countries. Noteworthy, with the only
exception of Mexico, in all the countries where wage growth at the median of the wage
distribution decelerated by at least one percentage point per year, the wage growth
slowdown was significant also at the top decile. Moreover, with the additional exceptions
of Latvia and Slovenia, wage growth fell significantly also at the bottom. Yet, the lower
deceleration of the bottom decile in a number of countries is by and large a statistical
artefact due to composition effects in the context of rising unemployment, particularly
strong amongst the low skilled, and should not be taken as evidence that inequality in
labour income has decreased since the onset of the crisis. In fact, market income
inequality has rather increased over recent years — see OECD (2018;).
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Figure 1.4. The recovery in wage growth lags behind the decline in unemployment

Wage-Phillips curves: Relationship between nominal wage growth and change in the unemployment rate,”
selected OECD countries, Q1 2000-Q4 2017
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Note: For ease of interpretation series have been trended using a Hodrick-Prescott filter.

a) Nominal wage growth: year-on-year percentage change in nominal hourly wage (defined as total wages
divided by hours worked by employees); unemployment gap: percentage-points change in the unemployment
rate since the start of the crisis in Q4 2007.

b) Unweighted average of 29 OECD countries (excluding Chile, Iceland, Korea, Mexico, New Zealand and
Turkey).

Source: OECD calculations based on quarterly national accounts, and the OECD Short-Term Labour Market
Statistics Database, http://dx.doi.org/10.1787/data-00727-en.

StatlLink Si=m http://dx.doi.org/10.1787/888933777661
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Figure 1.5. The slowdown in wage growth was widely spread

Percentage-point difference in the average annual growth rate of nominal earnings of full-time wage and
salary workers between 2000-07 and 2007-16*
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Note: Estimates based on gross earnings of full-time wage and salary workers. However, this definition may
vary from one country to another. Further information on the national data sources and earnings concepts
used in the calculations can be found at http://dx.doi.org/10.1787/data-00302-en. Results for Estonia, France,
Latvia, Lithuania, Luxembourg, Portugal, Spain and Slovenia are based on the European Structure of
Earnings Survey (SES).

a) 2000-07 refers to 2000-06 for Chile, Italy and Switzerland; 2001-06 for Poland; 2001-07 for the
Czech Republic and Israel; 2002-06 for Estonia, France, Latvia, Lithuania, Luxembourg, Portugal, Spain and
Slovenia; 2002-07 for Denmark and the Slovak Republic; 2004-07 for Austria and Greece; and 2005-07 for
Mexico. 2007-16 refers to 2006-14 for Estonia, France, Latvia, Lithuania, Luxembourg, Poland, Portugal,
Spain, Slovenia and Switzerland; 2006-15 for Chile; 2006-16 for Italy; 2007-13 for Sweden; and 2007-15 for
Austria, Belgium, Denmark, Finland, Ireland, Israel, Japan and Norway.

b) Unweighted average of the 32 OECD countries shown (not including Iceland, the Netherlands and
Turkey).

Source:  OECD  calculations based on the OECD  Earnings  Distribution  Database,
http://dx.doi.org/10.1787/data-00302-en.

StatLink Sis™ http://dx.doi.org/10.1787/888933777680

1.2.2. The low-inflation environment and the productivity slowdown have both
driven wage growth down

In line with the shift of the Phillips curves, Figure 1.6 (Panel A) shows that the average
nominal growth of hourly wages in the OECD experienced a significant decline, from
4.8% prior to the crisis to 2.1% in recent years. However, this decline only partially
affected the living standards of workers, due to lower inflation, which decreased from
2.6% to 0.8% (Panel C). As a result, real wage growth decreased by 1 percentage point
over this period, from 2.2% to 1.2% (Panel B).
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Figure 1.6. Low inflation and the productivity slowdown have both driven wage growth
down since the crisis
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Note: Countries are ordered by ascending order of the average annualised growth rate in nominal hourly
wages in Q1 2000-Q4 2007.

a) Q4 2012-Q4 2016 for Switzerland.

b) Total wages divided by total hours worked of employees (and deflated using the private consumption price
index in Panel B).

¢) OECD is the unweighted average of the 29 OECD countries shown (not including Chile, Iceland, Korea,
Mexico, New Zealand and Turkey).

d) Hourly labour productivity refers to real gross domestic product (GDP) divided by total hours worked.
Source: OECD calculations based on quarterly national accounts.

StatlLink Si=r http://dx.doi.org/10.1787/888933777699
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Most of the OECD countries experienced a significant slowdown in wage growth at the
depth of the crisis. Real wages even declined in some countries, mostly in the euro area,
and especially in countries that were hit hard by the sovereign debt crisis, such as
Portugal, Spain, Italy and Greece. The dramatic wage reductions in the Baltic States can
be related to the high wage growth that occurred in these countries prior to the crisis and
by soaring unemployment at the crisis trough. Outside the euro area, real wages declined
in Israel and the United Kingdom, while real wage growth considerably slowed down in
the United States, to reach 0.3%, on average, between the fourth quarter of 2007 and the
first one of 2009.

While real wages rebounded in most countries after the crisis trough, at about 1.2%, on
average, real wage growth remained surprisingly stagnant in the OECD area after the end
of the recession despite the progressive reabsorption of labour market slack. In most
countries, wage growth did not change much after 2010. Between 2009-12 and 2012-17,
real wage growth decelerated in Australia, Norway, Switzerland, the Netherlands, the
United States and France; and accelerated by less than 0.5 percentage points in Japan,
Belgium, Sweden, Greece, Finland, Canada, Austria. More impressive, real wages
decreased during the recovery not only in Greece, but also in the Netherlands and
Australia.

The low-inflation environment and the productivity slowdown have both contributed to
this deceleration of wage growth (IMF, 2017); Shambaugh et al., 20179)). Inflation
deceleration has lowered inflation expectations, thereby driving down growth of
negotiated wages (see also Chapter 3). Similarly, hourly labour productivity growth has
only partially recovered from the negative levels reached during the first phase of the
crisis’: it went down from 2.3%, on average, prior to the crisis to 1.2% in the recent
period (Figure 1.6, Panel D). In a context of stagnating workers’ bargaining power and
strong capital-labour substitution (see Chapters 2 and 3), this inevitably put a limit to the
possibility of raising wages.

1.2.3. Low-pay jobs have played a role in sluggish wage growth

The recent literature suggests an additional explanation for the recent shift to the left of
the wage-Phillips curve: labour market slack would be greater than what measured by
headline unemployment because of greater labour underutilisation due to higher inactivity
(Blanchflower and Posen, 201414)) and more involuntary part-time employment (IMF,
2017;6;; Smith, 2014y5)), in particular due to those working part-time for economic
reasons (Altig and Higgins, 201416)). For example, Figure 1.7 shows an upsurge of
involuntary part-time in many countries following the recession. Aggregate regressions
seem to confirm an impact of the share of involuntary part-timers on the Phillips curve
(IMF, 2017;¢)), and the contribution of this effect is particularly large in countries where
the unemployment rate is still above pre-crisis averages. More generally, this additional
slack would be related to the stylised fact that, in the aftermath of the recent, long crisis,
many jobseekers have been forced to accept jobs that they consider to be worse in terms
of working conditions with respect to their expectations and the job they had before the
crisis. These workers are still intensively searching for better jobs, thereby raising the
number of applications per vacancy for these jobs and exerting downward pressure on
wages.
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Figure 1.7. The incidence of involuntary part-time employment increased following the crisis
until the early recovery, but then started to decline

A. Involuntary part-time employment as a proportion a total dependent employment
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Note: Data refer to the share in total employment in Panel A or total part-time employment in Panel B for
Canada, Czech Republic, Israel, Japan, Norway and the United States. Part-time employment is based on
national definitions.

OECD is the unweighted average of the 29 OECD countries shown at each period (excluding Chile, Iceland,
Korea, Mexico, Switzerland and the United Kingdom).

Source: OECD  Employment Database. http://www.oecd.org/employment/emp/employmentdatabase-

employment.htm.

StatLink Sism http://dx.doi.org/10.1787/888933777718

This line of reasoning relies on conjecturing an aggregate phenomenon, by which workers
who could find only low-pay jobs (e.g. those in involuntary part-time jobs), by searching
for higher-pay jobs (e.g. full-time jobs), would drive pay on these jobs down due to
labour supply in excess of labour demand, resulting in lower average wages. It is
possible, however, that part of the slowdown in average wages is only driven by the
dynamics of low-pay jobs and their specific wages. This might occur either because the
wages associated with these jobs grow more slowly than those of other jobs (this effect is
called heterogeneity effect hereafter), or simply because they are lower and the incidence
of the corresponding jobs increases (hereafter called standard composition effect). As
opposed to the aggregate story, this scenario involves no effect on remaining jobs. For
example, if part-timers are less paid than full-timers, then the shift in employment
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composition towards part-time jobs would result in lower aggregate wage growth, even
with no effect on within-group wage growth (standard composition effect). Similarly, a
decline in the average growth of part-time wages would result in a slowdown in average
wage growth, even in the absence of an effect on the average growth of full-time wages
(heterogeneity effect). The latter effect may even result from an increase in the number of
lower-pay jobs among part-time jobs (e.g. an increase in the share of involuntary
part-time in total part-time). The sum of the composition and heterogeneity effects
(hereafter called broad composition effect) can be obtained as the difference between the
growth rates of the average hourly wage of all workers and of workers in the relatively
higher-pay group of jobs — e.g. full-timers (OECD, 20181)).

Figure 1.8 shows significant broad composition effects of part-time employment on wage
growth in a number of the euro area countries, i.e. the Netherlands, Greece, Germany,
Belgium, Italy, Spain and Portugal in the period 2006-14.'° For example, in Germany, the
growth of average hourly real wages for all employees would have been 0.67 percentage
point per year greater had it been the same as that of full-timers. The differential growth
of full-time and part-time wages (heterogeneity effect) generally played a bigger role in
these countries than the standard composition effect — see OECD (2018[;;). This
highlights a significant worsening of the earnings of part-time jobs relative to that of
full-time jobs. Spain and Italy were exceptions, however: most of the significant broad
composition effect observed in these two countries was simply driven by the increasing
share of part-time employment and the lower average pay of part-timers. Such standard
composition effects were also at play in Iceland, Norway and Ireland, although the broad
effects were mitigated by very weak (or even positive) heterogeneity effects — that is by a
relatively dynamic growth of part-time wages.

The picture is similar when focusing on the early recovery period only (2010-14):
Germany, Greece, Italy, the Netherlands, and Spain still exhibit significant broad
composition effects, mainly because of low growth of part-time wages relative to
full-time wages (with the exception of Italy), which explains part of the stagnation in
overall wage growth observed during the early recovery years. Similarly, this type of
effects significantly contributed to the wage growth slowdown during the crisis period
(2006-10) in Belgium, Greece, the Netherlands and Portugal.!' By contrast, there is little
evidence of significant broad composition effects of part-time employment during the
recovery phase of the previous business cycle (2002-06)'%, thereby highlighting the
specific influence of these effects in the post-crisis sluggish wage growth (OECD,
20181y).

In turn, the contribution to the wage growth slowdown of the differential growth between
full-time and part-time wages (i.e. the heterogeneity effect of part-time employment)
appears to have been significantly associated with the growth of the share of involuntary
part-time in part-time employment during the early recovery period (Figure 1.9). For
example, in Austria, Belgium, Czech Republic, Estonia, Lithuania and Latvia a stable or
declining involuntary part-time employment was coupled with an increase in the wages of
their part-time jobs relative to full-time wages. By contrast, involuntary part-time
employment grew significantly in many other countries, while part-time jobs experienced
a relative decline in their wages. Rising involuntary part-time employment might
therefore have played a role in the relative decline in part-time wages that drove overall
wage growth down between the onset of the crisis and the early recovery.'?
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Figure 1.8. Broad composition effects of part-time employment have continuously driven
wage growth down since the crisis
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New Zealand and Switzerland).

Source: OECD calculations based on Household, Income and Labour Dynamics in Australia (HILDA) for
Australia, Labour Force Survey for the United States (CPS - Annual Social Economic Supplement) and
Structure of Earnings Survey (SES), Eurostat for other countries.
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Figure 1.9. The lower differential growth between full-time and part-time wages reflected the
expansion of involuntary part-time employment in the early recovery

Annualised heterogeneity effect of part-time employment and annualised growth rate of the incidence of
involuntary part-time in part-time employment, 2010-14
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Note: The heterogeneity effect reflects the contribution of the differential growth between full-time and
part-time wages to average wage growth. European countries: Data refer to enterprises with at least ten
employees in industry, construction and services (except public administration, defence, compulsory social
security). OECD is the unweighted average of the 27 OECD countries shown (excluding Canada, Chile,
Iceland, Israel, Japan, Korea, Mexico and New Zealand).

Source: Heterogeneity effect: OECD calculations based on Household, Income and Labour Dynamics in
Australia (HILDA) for Australia, Labour Force Survey for the United States (CPS - Annual Social Economic
Supplement) and Structure of Earnings Survey (SES), Eurostat for other countries. Growth of involuntary
part-time employment: OECD Employment Database, (www.oecd.org/employment/emp/employmentdatabase-

employment.htm).

StatLink Si=m http://dx.doi.org/10.1787/888933777756

In a symmetric ways, it is possible to conjecture that the role of those heterogeneity effects
that are associated with the different wage dynamics of part-time and full-time jobs has
become less important in the most recent years, due to the recent decline in involuntary
part-time employment in many countries (Figure 1.7).!* One can also expect that this
reduction of involuntary part-time might finally result in wage growth picking up. In fact,
there have been recently some timid signs that wage growth has begun to recover (OECD,
2018)."

The effects of the global financial crisis — or the subsequent sovereign debt crisis — were
particularly protracted in many countries. As a result a greater number of workers starting
a new job spell either just left unemployment or had recent unemployment experiences,
likely originated from job loss coupled, in some cases, with subsequent spells of
precarious jobs. To the extent that previous research has shown that workers who suffered
an unemployment spell are likely to experiment a wage penalty at re-employment on
average — see OECD (2010;17) and Chapter 4 — or to obtain job offers more frequently in
non-standard forms of employment (Katz and Krueger, 201715)), it can be expected that
the larger the increase in the share of job-finders with recent unemployment experience,
the lower the growth rate of average wages, even in the absence of a wage growth
slowdown for other workers (giving rise to another standard composition effect). In
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addition, if in the recovery job-finders tend to accept more frequently lower paid jobs
than what they used to do before the crisis, it is likely that the growth of hourly wages of
those with recent unemployment experience would be lower, which could again result in
lower aggregate wage growth even in the absence of an effect on the growth of average
wages of other workers (heterogeneity effect).'®

In a number of countries, the overall growth rate of real monthly wages between 2007
and 2014 has been significantly smaller than that of average wages of those who did not
experience unemployment spells within the year (Figure 1.10).!7 In other words, in these
countries wage growth would have been higher in the absence of heterogeneity and
composition effects related to more frequent transitions from unemployment to
employment and slower growth of the average wage of new hires following an
unemployment spell.'® These effects were particularly large in many countries that were
hit hard by either the global financial crisis or the euro debt crisis or both, i.e. Estonia,
Greece, Italy, Latvia, Slovenia and Spain. For example, in Spain, the annual growth of
average monthly wages would have been 0.45 percentage points per year higher in the
absence of this type of effects. Standard composition effects generally played the most
important role in these countries — see OECD (20181;) — since unemployment in 2014
was much higher than in 2007. This type of effects was also important in the Netherlands.
In Estonia and Greece, however, a significant part of the impact of this type of broad
composition was driven by the relative decline in the wage of those who had a recent
unemployment experience, highlighting the relative worsening of the working conditions
accepted by job seekers after an unemployment spell compared to those of other workers.
Finland and Iceland were also characterised by significant standard composition effects,
but their negative impact on average wage growth was mitigated by a relative
improvement of the working conditions of those recently unemployed.

Other types of composition effects than those presented here might also have played a
role. Additional analysis was therefore carried out to investigate the impact of the
changes in the composition of the workforce in terms of age, type of contract or
educational attainment. The results of this analysis, however, suggest that all these
additional dimensions played a minor role in the wage growth slowdown, on average,'
suggesting that they are at best important only for specific countries.?

Overall, broad composition effects appear to play a significant role. This is particularly
the case in countries where unemployment rates are still significantly above pre-crisis
levels. These are the countries where the additional slack effect was found more
important in previous research (IMF, 2017;). The evidence presented in this chapter
suggests that the additional slack effect should not — or at least not completely — be
interpreted as an aggregate effect impacting all wages in the same way. The fact that
low-pay jobs have been characterised, in recent years, by increasing incidence and/or
lower wage growth mechanically results in lower average wage growth.

1.3. Concluding remarks

Employment rates have reached historically high levels in most OECD countries, and the
average unemployment rate is back to pre-crisis level. Yet, the impact of the global
financial crisis is still quite visible when one zooms in job quality and inclusiveness.
Moreover, wage growth remains significantly subdued compared with pre-crisis trends
and for comparable levels of unemployment; that is to say, the so-called Phillips curve
has shifted during the recession and subsequent recovery.
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Figure 1.10. Broad composition effects of unemployment experience have driven wage
growth down since the crisis

Annualised growth rate of overall real monthly wages and real monthly wages of those without
unemployment spells within the year, 2007-14%, in percentage
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2 [ 4 [ POL
5| 2 e CER i . EST NOR
3 ONK LUX ¢
’ 3 25 2 45 - | " l * e W
R < FRA
0.5 T AUT LTU = ’,USA s FIN

# ¢ oEcD ,SVN" ESP
IRL

0

0.5

0.5 1 15 2
Wages of those without unemployment spells within the year

Note: Wages are deflated using the private consumption price index.

a) 2007-13 for the United Kingdom and Ireland, 2008-15 for Australia and the United States. OECD is the
unweighted average of the 25 OECD countries shown (excluding Canada, Chile, Germany, Israel, Japan,
Korea, Mexico, New Zealand, Switzerland and Turkey).

Source: OECD calculations based on national accounts combined with the European Union Statistics on
Income and Living Conditions (EU-SILC) for European countries, Household, Income and Labour Dynamics
in Australia (HILDA) for Australia, Labour Force Survey for the United States (CPS - Annual Social
Economic Supplement).

StatLink Sa=m http://dx.doi.org/10.1787/888933777775

While declining productivity growth as well as lower inflation expectations remain
among the primary explanations for the shift in the Phillips curve, this chapter has singled
out low-pay jobs as an important channel accounting for the wage growth deceleration. In
particular, earnings of part-time workers have worsened relative to those of full-time
workers, largely reflected in the rise of involuntary part-time employment in a number of
countries. Moreover, comparatively poor working conditions among those who have
regained employment after a joblessness spell, combined with still high unemployment in
some countries, pushed up the number of lower-paid workers, thereby lowering average
wage growth. This pattern is probably linked to the fact that, as a result of the protracted
economic crisis, many workers were forced to accept low-pay jobs.

The overall wage growth deceleration therefore hides significant heterogeneity between
workers, with a greater impact on vulnerable individuals who are more prone to
experience spells of unemployment and/or precarious jobs. In fact, while wages of top
1% income earners have never been so high (Schwellnus, Kappeler and Pionnier,
2017}197), the share of households at the bottom of the distribution of disposable income is
steadily on the rise.?! Wageless growth exacerbates existing inequalities in the labour
market, making the need for a more inclusive approach to labour policy — as
recommended in the new OECD Jobs Strategy (OECD, 2018;4)) — even more relevant. In
this regard, skills policies have a major role to play to ensure that no one is left behind in
the context of rapidly evolving skill needs. Indeed, many workers lack basic
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information-processing skills that are in high demand in all OECD labour markets, which
prevents them from accessing better paid jobs (OECD, 201707). A greater policy effort is
therefore required to ensure that every worker is provided with opportunities to develop,
maintain and upgrade his/her skills at all ages, thereby reducing the risk of becoming
trapped in low-quality jobs and joblessness, as well as enhancing the ability to adapt to
the rapidly changing demand for skills in existing and new jobs.
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Notes

'See OECD (20181) for a table covering all indicators presented in this section.

% Consistent with the OECD Job Quality Framework, average earnings adjusted for inequality are
obtained as a generalised mean of individual earnings with coefficient -3 — formally this can be
written as Wgy = [(y73 +y53 + -+ y53)/N173, where W, stands for average earnings
adjusted for inequality, y; for income of individual i and N for employment headcount; see
OECD (2014217) for more details.

3 For example, during recession years, bad quality jobs are likely to have been destroyed more
rapidly, while they might have been more intensively created in the first stage of the recovery.
Moreover, work intensity for the same job is likely to vary over the business cycle, with effects on
job strain and health — see e.g. Bassanini and Caroli (201522)).

*See OECD (2017p3)) for a discussion of indicators of labour market inclusiveness.

5 The gender gap in labour income is computed here as the difference between average annual
earnings of men and women as a percentage of those of men. Average earnings are computed by
considering the whole working age population, independently of whether effectively working or
not during the year. A person with no labour income, therefore, contributes to the denominator of
average earnings but not to the numerator (see also Chapter 6).

® Defined here as older workers, mothers with young children, youth (excluding those in education
and not in employment), immigrants and people with disabilities — see OECD (201737) for more
details.

" In the long run, wage growth tends to follow labour productivity growth in the absence of
changes in inflation expectations, capital intensity or workers’ bargaining power (see Chapters 2
and 3). Underemployed workers might be still intensively searching for jobs, thereby raising the
number of applications per vacancy and exerting downward pressure on wages.

8 The unemployment gap is preferred here to the unemployment rate because it allows controlling
for cross-country differences in the structural rate of unemployment.

% Only a few countries did not experience a fall in hourly labour productivity levels just after the
crisis: Australia, Canada, Poland, Spain and the United States.

10 European Structure of Earnings Survey (SES) data are available only until 2014, which does not
allow investigating the role of broad composition effects beyond 2014.

" The same is true for Latvia, although the effects in the longer run (2006-14) were mitigated by a
strong relative increase of part-time wages relative to full-time wages in 2010-14.

12 This analysis is undertaken on a restricted set of countries, due to limited data availability.

13 Although Figure 1.9 focuses on the 2010-14 period only, the same pattern can be observed for
the 2006-10 period. However, a few countries are far from the correlation line, making the graph
more difficult to read. The graph is therefore not shown here, but is available on request.

4 A number of countries, such as Germany and Ireland, are off the correlation line in Figure 1.9,
which highlights the role played by the specific institutional contexts in the differential growth of
full-time and part-time wages.

15 This is especially the case in Canada, the Czech Republic, Germany, Hungary, Poland and the
United States. For the OECD as a whole, real wages are projected to increase by 1% per year on
average in 2018 and 2019 (OECD, 2018[2;). Yet, this is still below pre-crisis trends for comparable
levels of unemployment.
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16 Job-seekers may be particularly keen to accept lower wages (and worse working conditions) at
re-employment when they are not entitled to unemployment benefits or when they are approaching
maximum potential duration — e.g. Nekoei and Weber (201723)) and references cited therein. The
negative trend in unemployment benefit coverage in the recovery years (see Chapter 5), by
resulting in lower choosiness of jobseekers, could therefore be one factor behind the increase in
lower-paying jobs. To avoid that workers made redundant are exposed to heightened risk of
long-term unemployment, early interventions in the unemployment spells, with appropriate
counselling and retraining services, are key. These issues are examined in Chapter 4.

17 Overall wage growth rates in Figure 1.8 and Figure 1.10 can hardly be compared, due to
differences in the data sampling methodology (SES data refer to firms with more than ten
employees only), the definition of wages (hourly earnings versus monthly wages) and the
reference period.

18 Statistics are constructed from EU SILC, CPS and HILDA microdata. Given that the earnings
information available in EU SILC refers to one full calendar year, it is not possible to compute
directly the wage growth of those with an experience of unemployment immediately before the job
spell. Unemployment experience within the year is therefore used as a proxy. The overall average
of monthly wages is trivially equal to the weighted average of monthly wages of those without
unemployment spells and of those with some unemployment experience.

19 Results are available from the OECD Secretariat upon request. IMF (2017¢)) reaches a similar
conclusion as regards industry compositional effects. Further analysis will be carried out in the
next editions of the Employment Outlook.

20 For example, Daly, Hobijn and Pyle (20164]) argue that increased retirement of high-wage
baby-boomers played a significant role in reducing aggregate wage growth in the United States in
recent years.

21 See for example Figure 1.3 in Section 1.1 above.
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Chapter 2. Labour share developments over the past two decades: The role
of technological progress, globalisation and “winner-takes-most” dynamics

Over the past two decades, real median wage growth in many OECD countries has
decoupled from labour productivity growth, partly reflecting declines in labour income
shares. This chapter analyses the drivers of aggregate labour share developments using a
combination of industry- and firm-level data. Technological change in the investment
goods-producing sector and greater global value chain participation have compressed
labour shares, but the effect of technological change has been significantly less
pronounced for high-skilled workers. Countries with falling labour shares have witnessed
both a decline at the technological frontier and reallocation of market shares toward
“superstar”’ firms with low labour shares (“winner-takes-most” dynamics). The decline
at the technological frontier mainly reflects the entry of capital-intensive firms with low
labour shares into the frontier rather than a decline of labour shares in incumbent
frontier firms, suggesting that thus far this process is mainly explained by technological
dynamism rather than anti-competitive forces.

The statistical data for Israel are supplied by and under the responsibility of the relevant Israeli authorities.
The use of such data by the OECD is without prejudice to the status of the Golan Heights, East Jerusalem and
Israeli settlements in the West Bank under the terms of international law.
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Key findings

For the OECD as a whole, real median wages have decoupled from productivity over the
past two decades. If real median wages had perfectly tracked productivity growth over
1995-2014, they would have been 13% higher at the end of the period. Developments in
the labour share — the share of national income accounted for by labour compensation in
the form of wages, salaries and other benefits — explain around one-half of this
decoupling, with the other half explained by rising wage inequality, evidenced by
declines in the ratio of median to average wages. In the light of this, Chapter 2 analyses
the drivers of recent labour share developments. The main findings are as follows:

e The labour share has declined significantly over the past two decades. The
aggregate labour share in the 24 OECD countries covered in this chapter fell by
around 3.5 percentage points between 1995 and 2013 (from around
71.5% to 68%).

e There have been large differences in labour share developments across countries.
While the labour share fell around 8 percentage points in the United States, it
remained broadly constant or increased in about half of the covered
OECD countries, including France, Italy and the United Kingdom. These
differences partly reflect cross-country differences in business cycle
developments

e Consistent with the findings in OECD (2012;;), technological change and
globalisation can explain most of the contraction of the labour share.
Technology-driven declines in relative investment prices and, to a lesser extent,
the expansion of global value chains (in which different stages of production are
spread across countries or regions) account for about two-thirds of the aggregate
labour share decline in the OECD.

e The substitution of capital for labour in response to declines in relative investment
prices is particularly pronounced in industries with a predominance of high
routine tasks.

e High shares of high-skilled workers reduce the substitution of capital for labour
even in industries with a higher level of routine tasks. High-skilled workers,
especially those with high numeracy and problem-solving skills, may be more
difficult to replace by machines or may be more easily re-deployed to non-routine
tasks than low-skilled workers.

e Declines in relative investment prices affect aggregate labour shares partly by
reducing labour shares within firms (labour costs as a proportion of a firm’s total
value added).

e Global value chain expansion does not affect labour shares within firms,
suggesting that such expansion therefore reduces the labour share by reducing the
proportion of firms with high labour shares.

e Countries with falling labour shares have witnessed both a decline at the
technological frontier and a reallocation of market shares toward capital-intensive
“superstar” firms with low labour shares (“winner-takes-most” dynamics).

e The labour share decline at the technological frontier mainly reflects the entry of
capital-intensive firms with low labour shares into the frontier rather than a
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decline in incumbent frontier firms, suggesting that thus far “winner-takes-most”
dynamics are mainly explained by technological dynamism rather than
anti-competitive forces.

Looking ahead, ongoing advances in automation and artificial intelligence may not only
continue to reduce the relative price of investment goods, but also make capital
fundamentally more substitutable for labour. These technological advances may allow
some firms to temporarily pull ahead. While product market regulation and competition
policies will need to prevent emerging dominant players from engaging in
anti-competitive practices, this chapter suggests that skills policies will be key to help
workers make the most of ongoing technological advances.

Introduction

Real wage gains are the most direct mechanism through which productivity gains are
transmitted to workers, but over the past two decades real median wage growth in most
OECD countries has decoupled from labour productivity growth. This reflects declines in
labour shares — the decoupling of average wages from productivity — and increases in
wage inequality — the decoupling of median wages from average wages. In contrast to
previous decades, productivity gains no longer appear to translate into broadly shared
wage gains for all workers (Schwellnus, Kappeler and Pionnier, 2017)). Since wages are
typically the main source of market income for low- and middle-income households, this
decoupling also tends to increase inequality in market incomes (total pre-tax incomes
excluding income from government sources). Since redistribution through taxes and
benefits is constrained by efficiency considerations and has declined in many countries,
the decoupling of real median wages from labour productivity is a key public policy
issue.

This chapter focuses on the decoupling of real average wages from productivity by
analysing labour share developments using a combination of aggregate and disaggregate
data.! Aggregate data provide descriptive evidence on recent labour share developments,
while disaggregate data at the industry and firm levels are used to analyse the role of
technology and global value chain (GVC) expansion in aggregate labour share
developments. The disaggregate analysis further provides insights into the mechanisms
underlying aggregate labour share developments, including the roles of substitution of
capital for labour (henceforth capital-labour substitution) and firm-level dynamics.

Apart from extending the sample to the post-crisis period, the main innovations of this
chapter with respect to the recent analysis of labour share developments in the
OECD Employment Outlook (OECD, 2012(;) are as follows. First, this chapter focuses
on the change in relative investment prices as a specific measure of technological change
in the investment goods-producing sector rather than multi-factor productivity as an
overall measure of technological change. Over the sample period, technological progress
in the investment goods-producing sector is mainly reflected in the falling price of
information and communication technology (ICT) goods which are likely to be highly
substitutable for some types of labour. Second, the chapter analyses the different effects
of this type of technological progress on workers in routine- and non-routine occupations
as well as the role of skills in limiting capital-labour substitution. Third, it analyses the
extent to which aggregate labour share developments are related to “winner-takes-most”
dynamics — the best firms capturing an overwhelming share of the market — and provides
suggestive evidence on whether such dynamics reflect technological dynamism or
anti-competitive forces.
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The remainder of the chapter is organised as follows. Section 2.1 describes the conceptual
framework for breaking down the decoupling of median wages from productivity into
contributions from labour share and wage inequality developments. It also provides
descriptive evidence on labour share developments for the covered OECD countries.
Section 2.2 uses a combination of industry- and firm-level data to analyse the effects of
technological progress and the expansion of GVCs on labour shares, with a special
emphasis on recent firm-level dynamics. Section 2.3 analyses the role of skills in
promoting the sharing of productivity gains with workers.

2.1. The link between productivity and wages over the past two decades

Conceptually, macro-level decoupling between the growth rate of real compensation of
the typical worker and labour productivity growth can be decomposed into the growth
differential between real average compensation and labour productivity and the growth
differential between median and average compensation. In this chapter, compensation and
value added are deflated by the same value added price index so that decoupling of real
average compensation from labour productivity reflects declines in labour shares
(Box 2.1).2 Decoupling of real median compensation from real average compensation
reflects declines in the ratio of median to average wages, a partial measure of wage
inequality.

For the covered OECD countries as a whole, there has been significant decoupling of real
median wages from productivity over the past two decades as real median wages have
grown at a lower average rate than labour productivity (Figure 2.1). Based on the total
economy measure, median compensation would have been around 13% higher than
observed in 2013 if it had perfectly tracked labour productivity since 1995. Based on the
measure excluding the primary, housing and the non-market sectors, decoupling implies a
12% loss in compensation for the median worker over the period 1995-2013.

The decoupling of real median wages from labour productivity reflects both declines in
labour shares and increases in wage inequality. In line with previous studies on
decoupling (Pessoa and van Reenen, 20133;; Bivens and Mishel, 20154;; Sharpe and
Uguccioni, 2017;5)) this chapter uses as a starting point compensation and value added in
the total economy (Figure 2.1, Panel A). This measure of decoupling suggests similar
contributions of declines in labour shares and increases in wage inequality to decoupling.
However, the total economy includes sectors for which labour shares are largely
determined by fluctuations in commodity and asset prices, such as the primary and
housing sectors, or for which labour shares are driven by imputation choices, such as the
non-market sector. Labour share fluctuations in these sectors may have different
distributional implications from those in the production sector. Once the primary, housing
and the non-market sectors — which on average account on for around 30% of value
added in OECD countries — are excluded from the analysis, the contribution of the labour
share to decoupling becomes smaller (Figure 2.1, Panel B).
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Box 2.1. The link between decoupling of median wages from productivity and labour shares

Using the notation A% X to denote the per cent growth rate of X, decoupling of real
median wages from labour productivity in this chapter is defined as follows:
Yy/pY

Decoupling = A% (T) — A% (

Wmed
PY )

(1)
where Y denotes nominal value added, PY denotes the value added price, L denotes
number of workers and W™€4 denotes the nominal median hourly wage. The first term

on the right-hand-side is labour productivity growth and the second term is real median
wage growth in terms of the value added price. By adding and subtracting real average

wage growth A% (M;a:g) equation (1) can be re-written as follows:
Decoupling = [A% (%PY) — A% (Wpa:g)] IF [A% (W::g) - A% (W::,ed)] 2)

where the first term in square brackets denotes the growth differential between labour
productivity and the real average wage and the second term in square brackets denotes the
growth differential between the real average and median wage.

The growth differential between labour productivity and the real average wage can be
w9

approximated as —A%( ), i.e. the per cent decline in the labour share. The growth

avg
differential between the real average and median wage can be re-written as A% (%),
i.e. the per cent increase in the ratio of the average to the median wage. A high ratio of
the average to the median wage typically reflects high compensation at the top of the

wage distribution, so that it can be interpreted as a partial measure of wage inequality.
Source: The data underlying the above decomposition at the country level are described in Schwellnus,

Kappeler and Pionnier (2017[2), “Decoupling of wages from productivity: Macro-level facts”,
http://dx.doi.org/10.1787/18151973.

The aggregate labour share in the countries covered by the analysis declined by around
3.5 percentage points over the past two decades, which coincided with falls in relative
investment prices and the expansion of GVCs (Figure 2.2). While the coincidence of
these trends does not imply causation, it is consistent with results from previous studies
suggesting that relative investment price declines may have triggered capital-labour
substitution (Karabarbounis and Neiman, 2014 ;; IMF, 20177;) while increased GVC
participation may have led to the offshoring of the most labour-intensive tasks (Elsby,
Hobijn and Sahin, 2013g;; IMF, 20177)) If capital and labour are highly substitutable, the
resulting increase in capital intensity may reduce the labour share.
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Figure 2.1. Real median wages have decoupled from labour productivity
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Note: Gross domestic product (GDP) weighted average of 24 countries (two-year moving averages ending in
the indicated years). 1995-2013 for Finland, Germany, Japan, Korea and the United States; 1995-2012 for
France, Italy and Sweden; 1996-2013 for Austria, Belgium and the United Kingdom; 1996-2012 for Australia
and Spain; 1997-2013 for the Czech Republic, Denmark and Hungary; 1997-2012 for Poland; 1996-2010 for
the Netherlands; 1998-2013 for Norway; 1998-2012 for Canada and New Zealand; 1999-2013 for Ireland;
2002-11 for Israel; 2003-13 for the Slovak Republic. In Panel A, all series are deflated by the total economy
value added price index. In Panel B, all series are deflated by the value added price index excluding the
primary, housing and non-market industries. The industries excluded in Panel B are the following
(International Standard Industry Classification — ISIC — rev. 4 classification): (1) Agriculture, Forestry and
Fishing (A), (2) Mining and quarrying (B), (3) Real estate activities (L), (4) Public administration and
defence, compulsory social security (O), (5) Education (P), (6) Human health and social work activities (Q),
(7) Activities of households as employers (T), and (8) Activities of extraterritorial organisations and bodies
).

Source: OECD National Accounts Database, http://dx.doi.org/10.1787/data-00727-en, OECD Earnings
Distribution Database, http://dx.doi.org/10.1787/data-00302-en.

StatLink Sisr http://dx.doi.org/10.1787/888933777794

While the aggregate OECD labour share has declined over the past two decades, there
have been conflicting cross-country developments (Figure 2.3). OECD countries with
significant declines in labour shares include large countries such as Japan and the
United States. For instance, in the United States labour shares declined by around
8 percentage points over the sample period, explaining around 0.6 percentage points of
the 1.3 percentage annual decoupling of real median wages from productivity. In a
number of other OECD countries, labour shares have remained broadly constant or have
increased. These include a number of large countries, such as France, Italy and the
United Kingdom.
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Figure 2.2. Falls in labour shares coincided with falls in relative investment prices and
the expansion of global value chains

Percentage point changes, excluding the primary, coke and refined petroleum, housing and non-market
industries, 1995 =0

A. Labour share B. Relative investment price C. GVC participation
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Note: Gross domestic product (GDP) weighted average of 24 countries (Australia, Austria, Belgium, Canada, the
Czech Republic, Denmark, Finland, France, Germany, Hungary, Ireland, Israel, Italy, Japan, Korea, the Netherlands,
New Zealand, Norway, Poland, the Slovak Republic, Spain, Sweden, the United Kingdom and the United States). GVC:
global value chain.

Source: Schwellnus et al. (forthcomingyo), “Labour share developments over the past two decades: The role
of technological progress, globalisation and “winner-take-most” dynamics”.

StatLink s http://dx.doi.org/10.1787/888933777813

To some extent, large cross-country differences in labour share developments may be
explained by differences in business cycle developments as well as policies and
institutions. Background analysis conducted for this chapter suggests that an increase in
the output gap of 1% — an increase in output relative to potential — reduces the labour
share by 0.5 percentage points (Schwellnus et al., forthcomingys;). Reforms in a number
of areas of product and labour market policies as well as changes in collective-bargaining
institutions also emerge as significant determinants of labour share developments (Pak
and Schwellnus, forthcoming;io}) — see also Chapter 3. But large cross-country differences
in labour share developments may also reflect differences in the nature and the pace of
technological progress and the integration into GVCs, which may give rise to different
firm dynamics across countries.

2.2. Technological progress, globalisation and the emergence of
“winner-takes-most” dynamics

2.2.1. Technological progress and globalisation

Capital-augmenting technological change or technology-driven declines in relative
investment prices may reduce the labour share by raising capital intensity. Even if factor
prices are determined competitively, the labour share declines with capital intensity if the
elasticity of substitution between capital and labour is above unity.?
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Figure 2.3. Large cross-country heterogeneity in labour share developments

Percentage point changes over the 1995-2013 period, excluding the primary, housing and non-market
industries
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Note: Two-year averages ending in indicated years. The OECD average is the GDP-weighted average of
changes in labour shares over the 24 countries included in the figure. 1996-2013 for Austria, Belgium, the
Czech Republic, Hungary, Israel, the Netherlands, Poland, the Slovak Republic, Spain and the
United Kingdom; 1996-2012 for New Zealand; 1998-2012 for Canada; 1999-2013 for Ireland.

Source: OECD National Accounts Database, http://dx.doi.org/10.1787/data-00727-en.

StatlLink s http://dx.doi.org/10.1787/888933777832

Most estimates of the elasticity of substitution are based on within-country time series
variation of factor shares and factor prices. These estimates generally imply an elasticity
of substitution below one (Chirinko, 2008[1;)). By contrast, Karabarbounis and
Neiman (2014)) use cross-country and cross-industry variation in labour shares and
relative investment prices to obtain an elasticity of substitution in the range of 1.2-1.5.
According to their estimations, large declines in investment prices across a broad range of
high-income and emerging economies explain around 50% of the global decline of the
labour share.

Over time, capital may have become more easily substitutable for labour. On the one
hand, new technology extends the range of existing tasks that can be carried out by
machines, thereby displacing workers and reducing the labour share (Acemoglu and
Restrepo, 2018[127). On the other hand, new technology also creates new tasks that cannot
be carried out by machines. As the nature of technological progress changes, the balance
between labour displacement and task creation from new technologies may shift.
Evidence for the United Kingdom and the United States, for instance, suggests that the
elasticity of substitution between ICT capital and labour is significantly higher than for
other capital goods and is well above one (Tevlin and Whelan, 20033;; Bakhshi, Oulton
and Thompson, 2003;14). In line with this finding, recent evidence on labour share
developments for the United States suggests that technological progress has become more
labour displacing over time, with particularly large labour-displacing effects in the 2000s
(Autor and Salomons, 2018[15).
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Previous research suggests that capital-labour substitution in response to declines in
investment  prices is  particularly pronounced for low-skilled  workers.
Krusell et al. (2000;16)) find that in the United States the elasticity of substitution between
capital and low-skilled labour is around 1.7, well above the estimated elasticity between
capital and high-skilled labour of 0.7. This is consistent with cross-country evidence in
IMF (2017;7) of particularly negative effects of declines in relative investment prices on
labour shares in countries with high initial shares of routine jobs. Moreover, using
cross-country cross-industry data, IMF (2017[7) find that the elasticity of substitution
between capital and labour increases with industries’ routine task exposure and is above
unity in about half of the industries covered by their analysis.

Globalisation in the form of increased trade integration may have similar effects on the
labour share as it increases in capital intensity (Acemoglu and Autor, 2010p7). For
instance, offshoring of the most labour-intensive stages of production or increased import
competition may lead to worker displacement and an increase in capital intensity. If the
aggregate elasticity of substitution between capital and labour is above unity, this would
reduce the labour share. The cross-country evidence in Harrison (2005;5) and the
cross-industry evidence for the United States in Elsby et al. (2013s)) are consistent with
this hypothesis. In a cross-country, cross-industry study IMF (20177)) find that increased
participation in GVCs has reduced the labour share in low-income countries but that there
is no effect in high-income countries.*

The analysis of the roles of technological progress and GVC expansion for labour share
developments in this chapter is based on an industry-level approach (Box 2.2). From a
conceptual standpoint, the fact that changes in aggregate labour shares overwhelmingly
reflect developments within industries rather than cross-industry reallocation justifies
focusing on industry-level labour shares to explain aggregate developments (Schwellnus
et al., forthcominge)).> From an econometric standpoint, the industry-level approach has
the advantage that country- and industry-specific trends can be controlled for through an
appropriate fixed effects structure.

The empirical analysis suggests that declines in relative investment prices and increases
in GVC participation reduce the labour share. Both in a model with country fixed effects
that allows estimating the effect of the business cycle on the labour share and in a model
with a more demanding country-period fixed effects structure, the estimated
semi-elasticity of the labour share to the relative investment price is 0.19, which suggests
that on average across industries a decline in relative investment prices of 10%
(approximately the average decline observed in the OECD over 1995-2013, see
Figure 2.2) reduces the labour share by approximately 1.8 percentage point. The
estimated semi-elasticity of the labour share to GVC participation is around -0.1, which
suggests that an increase of backward and forward linkages of 10 percentage points of
value added reduces the labour share by 1 percentage point (the average increase
observed in the OECD over 1995-2013 was around 6 percentage points of value added,
see Figure 2.2).°
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Box 2.2. Methodology underlying the industry-level analysis

The baseline empirical specification is motivated by the theoretical model in
Schwellnus et al. (forthcomingje) linking the cost of capital, offshoring and the
labour share. The model introduces capital into the two-factor model of offshoring
in Grossman and Rossi-Hansberg (2008[107) and explicitly models factor shares
under the assumption of an elasticity of substitution between capital and routine
labour above unity. The main predictions are as follows: i) a decline in the
relative investment price reduces the labour share, with the reduction being larger
in industries using a larger share of routine labour; and ii) a decline in the cost of
offshoring has an ambiguous effect on the labour share.

The estimated baseline empirical specification is as follows:

ALS;j = ﬁlAP{};" + B2AT;je + B3 (RTIl-Ojt X APi’;;")+ﬁ4(RTlgt X AT ) +

+BaXije + @i + aje + &t (D
where subscripts 7, j and ¢ denote, respectively, countries, industries and periods;
ALS;j¢ denotes the medium-term (5- or 6-year) change in the labour share; RTll-Ojt
denotes initial routine task intensity; AP/}
the relative investment price; AT;j; denotes the medium-term change in
participation in GVCs; X;;; denotes control variables that vary at the
country-industry-period level, including the initial routine task intensity RTIl-Ojt;
a;; and a;; denote country-by-period and industry-by-period fixed effects. Given
that the model is estimated in differences, the fixed effects pick up country-period
and industry-period specific trends.

denotes the medium-term change in

The econometric model is estimated on a sample of 20 OECD countries and
19 industries over the period 1995-2011 for which the dependent and all
explanatory variables can be constructed.” ? In order to focus on medium-term
changes, the sample is split into three periods of approximately five years
(1995-2000, 2000-05 and 2005-11). The analysis of medium-term changes rather
than long-term changes over the entire period permits a more precise estimation
of the effects of structural and policy drivers of labour shares while allowing
labour shares sufficient time to adjust given that the elasticity of substitution
between labour and capital is likely to be higher in the medium term than in the
short-term. Depending on the specification, business-cycle effects are controlled
for by including country-period fixed effects or changes in the output gap as
explanatory variables.

Source: The detailed description of the data underlying the industry-level analysis and the detailed
regression results can be found in Schwellnus et al. (forthcomingyg)), “Labour share developments
over the past two decades: The role of technological progress, globalisation and “winner-take-most”
dynamics”.

Notes:

1. The countries covered by the industry-level analysis are: Australia, Austria, Belgium,
Czech Republic, Denmark, Estonia, Finland, France, Germany, Ireland, Italy, Japan, Korea, the
Netherlands, Norway, Slovak Republic, Spain, Sweden, the United Kingdom and the United States.
Canada, Hungary, Israel, New Zealand and Poland are covered in the aggregate analysis in
Section 2.1 of this chapter, but data on labour shares, relative investment prices or routine-task
intensity are not available at the level of disaggregation required for the industry-level analysis.
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Estonia is not covered in the aggregate analysis in Section 2.1 of this chapter because data on the
aggregate wage distribution are not available, but industry-level data on labour shares, relative
investment prices and routine-task intensity are available so that it can be included in the
industry-level analysis.

2. The industries covered by the industry-level analysis are the following (International Standard
Industry Classification — ISIC — rev. 4): manufacture of food (CA), of textile (CB), of wood and
paper (CC), of chemicals and chemical and pharmaceuticals (CE+CF), of non-metals (CG), of
metals (CH), of electrical equipment (CI+CJ), of machinery (CK), of transport equipment (CL),
other manufacturing (CM), utilities (D+E), construction (F), trade (G), transportation (H),
accommodation (I), ICT services (J), finance (K), professional services (M+N) and other services
(R+S). The primary, coke and refined petroleum, housing and non-market industries are not covered
because labour shares in these industries are largely determined by fluctuations in commodity and
asset prices or imputation choices rather than structural developments such as technological progress
and globalisation.

The econometric results are consistent with macro-level evidence that the labour share is
counter-cyclical. The coefficient on changes in the output gap — i.e. the difference in
business cycle conditions in the initial year and the final year of each five-year period — is
negative and statistically significant at the 1% level, with the estimated semi-elasticity
suggesting that a 1 percentage point increase in the output gap (observed GDP growth
exceeding potential GDP growth by 1 percentage point) reduces the labour share by
0.5 percentage point.

Taking the estimated elasticities of the baseline model at face value, the observable
variables included in the model can account for most of the aggregate labour share
decline in the covered OECD countries over the sample period. The observed average
decline in the relative investment price across countries and industries over the sample
period was around 10% and the average increase in GVC participation around
7 percentage points (see Figure 2.2). Assuming that the elasticities estimated at the
industry level are similar to those at the aggregate level, over the period 1995-2013 the
baseline results suggest that investment price declines reduced the labour share by around
1.8 percentage points and increased GVC participation by around 0.7 percentage point.’
Over the same period, business cycle effects raised the labour share by around
0.3 percentage point as the average output gap fell by around 0.7 percentage point. The
net effect of changes in the relative investment price, GVC participation and business
cycle conditions was around -2%, about 65% of the observed decline in the labour share
(Figure 2.4).

Firm-level analysis conducted for this chapter suggests that declines in the relative
investment price affect industry-level labour shares at least partly through changes within
firms (Box 2.3). The average estimated firm-level semi-elasticity of firm-level labour
shares to relative investment prices is around 0.15, remarkably similar to the estimated
industry-level semi-elasticity of around 0.19. The estimated semi-elasticity is
significantly larger in highly productive firms (around 0.3) that may be better able to
adopt new technologies embodied in capital goods if adoption requires complementary
know how. However, the firm- and industry-level results are not directly comparable as
high-productivity firms are over-represented in the firm-level dataset used in this chapter
and the firm-level analysis is based on a more limited country and year sample.®
Consequently, the similarity in estimated semi-elasticities across the firm- and
industry-level analyses cannot be interpreted as ruling out composition effects.
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Figure 2.4. Estimated contributions to aggregate OECD labour share decline

1995-2013, percentage points

Labour share = Relative investment price + GVC participation + Output gap + Other factors
Observed change Estimated contributions

Note: GDP-weighted average of 24 OECD countries (Australia, Austria, Belgium, Canada, the Czech Republic,
Denmark, Finland, France, Germany, Hungary, Ireland, Israel, Italy, Japan, Korea, the Netherlands, New Zealand, Norway,
Poland, the Slovak Republic, Spain, Sweden, the United Kingdom and the United States). GVC: global value chain.
Source: Schwellnus et al. (forthcominge)) “Labour share developments over the past two decades: The role of
technological progress, globalisation and “winner-take-most” dynamics”.

StatLink sa=m http://dx.doi.org/10.1787/888933777851

In contrast to the effects of relative investment prices on industry-level labour shares, the
effects of increased GVC participation appear to mainly operate through the reallocation
of production from high-labour share to low-labour share firms. The insignificance of the
estimated coefficient on GVC participation at the firm-level is consistent with the
theoretical model in Schwellnus et al. (forthcomingye;) that shows that GVC expansion
has offsetting effects on firm-level labour shares. On the one hand, the decline in the cost
of offshoring leads to the substitution of imported intermediate goods for domestic
routine labour and thereby to a reduction in the domestic wage bill as a share of gross
output. On the other hand, offshoring of previously domestically produced output leads to
a reduction in domestic value added as a share of gross output.

In sum, the econometric analysis suggests that technological progress and — to a lesser
extent — the expansion of GVCs tends to reduce labour shares. This is broadly in line with
the findings in OECD (2012;;) of negative effects of technological change and
intra-industry offshoring on labour shares in high-wage countries.” The effects of
technological progress appear to operate partly by reducing firm-level labour shares, with
large differences across low- and high-productivity firms. By contrast, the effect of GVC
expansion appears to operate exclusively by shifting the composition of firms to those
with the lowest labour shares.
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Box 2.3. Methodology and data underlying the firm-level analysis

In order to assess whether within-firm labour shares respond to changes in industry-level
relative investment prices and GVC participation, the following baseline equation is
estimated:

ALScjir = BiAPJE + BoATyje + v Xejio + @y + g + cji

where subscripts ¢, , 7, £ denote, respectively, countries, industries, firms and time; ALS,j;
denotes the annualised long difference in the firm-level labour share, with long
differences computed over the longest period a firm is observed and the sample is
constrained to firms that are observed for at least eight years over the period 2001-13;
APCI?;’ denotes the annualised long difference of the log relative investment price; ATjj; is
the annualised change in GVC participation; X.;; is a set of firm-level controls that
include: initial values of the firm’s age, size (as measured by employment) and the initial
labour share;' a.; denotes country-industry fixed effects and a, are period-fixed effects

that cover all permutations of possible start and end years over the period 2001-13.

The model is estimated using firm-level data from Orbis — a dataset provided by Bureau
van Dijk — and industry-level relative investment price indices for nine countries for
which long differences in labour shares can be computed for a sufficient number of
firms.? The Orbis dataset contains information from firms’ income statements and balance
sheets, including on revenues, value added, employment and compensation. In order to
limit the influence of erratic or implausible firm-behaviour, the dataset is cleaned by
removing extreme outliers using the procedure described in Andrews et al. (2016p20;). For
the purpose of the labour share analysis in this chapter the dataset is additionally cleaned
by removing observations with extreme values for labour shares. High-productivity firms
are defined as the top 5% of firms within an industry with the highest labour productivity
across the countries covered by the analysis.

Source: The detailed description of the data underlying the firm-level analysis and the detailed regression
results can be found in (Schwellnus et al., forthcomingyo), “Labour share developments over the past two
decades: The role of technological progress, globalisation and “winner-take-most” dynamics”.

Notes:

1. Given that the above specification of the firm-level regressions considers only one long difference per firm,
firm fixed effects cannot be included. Including the initial values of the dependent variable allows controlling
for unobserved firm characteristics in the absence of firm fixed effects (Angrist and Pischke, 2009217).

2. The analysis is limited to the same industries as the industry-level analysis. The included countries are
Belgium, Finland, France, Germany, Italy, Korea, Spain, Sweden and the United Kingdom. In order to ensure
that results are not driven by firms with extreme values in long differences in labour shares, firms with long
differences outside the [-40,+40] percentage point interval are removed from the analysis in this section. The
analysis is further restricted to country-industry cells with more than 30 firms in order to ensure that the
industry-level variables are identified by a sufficient number of firms. The results are robust to alternative
sample restrictions.

Overall, these results are consistent with “winner-takes-most” dynamics in the sense that
only a subset of highly productive firms (“superstars”) with low labour shares may be
fully able to reap the benefits of new technologies and globalisation.
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2.2.2. Firm-level dynamics: Does the winner take it all?

Technology and globalisation strengthen supply- and demand-side economies of scale,
which may in turn give rise to “winner-takes-most” dynamics — the process through
which the most productive firms capture an overwhelming share of the market, see
Rosen (198122)); Frank and Cook (1995231); and Autor et al. (2017247). While the relevant
market for the best manufacturing firms used to be primarily national or regional, the fall
in transport costs and tariffs implies that these firms can now serve significant shares of
the global market, strengthening supply side economies of scale. The trend toward larger
market size has been reinforced by rapid progress in information and communication
technologies (ICT) that allow matching sellers and buyers across geographically distant
locations.!® Rapid progress in ICT has also facilitated the emergence of markets with a
global scale in a number of traditional service industries, such as retail and transport, as
well as new ICT services with near zero marginal cost of scaling up operations.!! In some
of these industries, including ICT services, retail and transport, network externalities
(demand side economies of scale) that favour the emergence of a dominant player have
become more important.'?

Standard economic theory suggests that “winner-takes-most” dynamics imply both falling
labour shares in the technologically most advanced firms and reallocation of market
shares toward these firms. In a standard model with heterogeneous firms, the best firms
have low labour shares because the fixed overhead labour cost needed for production is
distributed over a larger output and/or because large market shares allow these firms to
charge higher markups (Autor et al., 201724)). “Winner-takes-most” dynamics implies
that as technology and globalisation raise the relevant market size the best firms become
larger, which implies that: i) the labour share in these firms declines as the value added
share of fixed overhead labour cost declines and/or their markup increases; and
ii) production is reallocated toward low labour share firms as the market share of the best
firms increases.

The analysis below provides descriptive evidence on these hypotheses using the Orbis
dataset. The sample underlying the analysis covers firms in the non-primary and
non-financial business sector of 17 OECD countries with satisfactory firm coverage. To
minimise issues related to the under-representation of small firms in the dataset, the
analysis in this section is restricted to firms with more than 20 employees.

Decoupling of wages from productivity: Superstar firms or the rest?

In countries that experienced declines in labour shares over the period 2001-13, wages in
technologically leading firms decoupled from productivity but closely tracked
productivity in the remaining firms (Figure 2.5). This implies that in these countries
labour shares within the group of leading firms declined while they remained constant in
the remaining firms, which is consistent with “winner-takes-most™ dynamics.'* The best
firms in these countries diverged from the remaining firms in terms of both productivity
and wages, but wage divergence was much less pronounced than productivity
divergence.'

In countries that did not experience declines in labour shares, real wage growth outpaced
labour productivity growth in both leading firms and the remaining firms. Productivity
and wages in leading firms diverged from those of the remaining firms, but labour shares
were broadly constant before the crisis of 2008-09 and increased in both groups
thereafter. This suggests that in countries with increases in labour shares over the period
2001-13 cross-firm heterogeneity in labour share trends was less pronounced. One
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possible explanation could be that there was less technological dynamism in countries
with increases in labour shares, which is consistent with the fact that productivity growth
of the leading firms in these countries was similar to that of the non-leading firms in
countries that experienced labour share declines.

The decoupling of wages from productivity in technologically leading firms is
overwhelmingly explained by the entry of capital-intensive firms with low labour shares
into the technological frontier (Figure 2.6). The decoupling of wages from productivity in
leading firms can be decomposed into contributions from firms staying at the
technological frontier (“incumbent leaders”) and firms entering and exiting it (“net
entry”’). While productivity and wages remained closely linked in incumbent
technological leaders, net entry into the frontier drove a large wedge between wage and
productivity growth, implying that labour shares of firms entering the technological
frontier were significantly lower than those exiting it. Thus, the decline of labour shares
at the technological frontier was not driven by increasing markups or capital intensity in
firms remaining at the technological frontier but rather by the entry of firms with higher
markups or higher capital intensity into the technological frontier. Empirical analysis
suggests that firms entering the technological frontier were about 60% more capital
intensive than those exiting it (Schwellnus et al., forthcomingoy).

Figure 2.5. Average wages and productivity in the best firms and the rest

Indices, 2001 = 100

== | abour productivity (Leaders) Labour productivity (Others)

----- Real wages (Leaders) = === Real wages (Others)
A. Countries with declines in labour share B. Countries with increases in labour share
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Note: Labour productivity and real wages are computed as the unweighted mean across firms of real value
added per worker and real labour compensation per worker. Leaders are defined as the top 5% of firms in
terms of labour productivity within each country group in each industry and year. The countries with a
decline in the labour share excluding the primary, housing, financial and non-market industries over the
period 2001-13 are: Belgium, Denmark, Germany, Ireland, Japan, Korea, Sweden, the United Kingdom and
the United States. The countries with an increase are: Austria, the Czech Republic, Estonia, Finland, France,
Italy, the Netherlands and Spain.

Source: Schwellnus et al. (forthcomingyo), “Labour share developments over the past two decades: The role
of technological progress, globalisation and “winner-take-most” dynamics”.

StatLink S=m http://dx.doi.org/10.1787/888933777870
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Figure 2.6. Net entry fully explains the decoupling of wages from productivity
in leading firms

Contributions to labour productivity and real wage growth at the frontier, countries with declines
in labour shares, indices, 2001 = 100
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Note: Contributions to real wage growth and labour productivity growth are based on the decomposition
AX = [s5EX5E — sPEXSt] + [s57 VXMV — spritxeFit] = [s5EAXSE] + [sf¥iE(X;TY — X£¥iE)| + 6, where
X denotes the logarithm of labour productivity or real wages; s denotes the share of each group of firms in the
total number of leading firms; superscripts denote groups of firms (with st, entry and exit indicating stayers,
entrants and exiting firms, respectively); and subscripts denote the period (Baily etal., 1992ps)). The
countries with a decline in the labour share excluding the primary, housing, financial and non-market
industries over the period 2001-13 are: Belgium, Denmark, Germany, Ireland, Japan, Korea, Sweden, the
United Kingdom and the United States.

Source: Schwellnus et al. (forthcomingyo)), “Labour share developments over the past two decades: The role
of technological progress, globalisation and “winner-take-most” dynamics”. Baily, M. etal. (1992p3),
“Productivity Dynamics in Manufacturing Plants”, http://dx.doi.org/10.2307/2534764

StatLink Sism http://dx.doi.org/10.1787/888933777889

Labour shares and reallocation: Are superstar firms gaining market shares?

Across countries and industries, labour shares in leading firms are lower than in the
remaining firms (Figure 2.7). While labour share developments in leading firms have
differed across countries with declining labour shares and those where they increased,
labour shares in leading firms are consistently lower than those in the other firms across
both country groups. This stylised fact also holds across manufacturing and services, with
limited differences across industries at a higher level of disaggregation (Schwellnus et al.,
forthcomingye)). Therefore, reallocation of production to firms at the technological frontier
tends to reduce the labour share.

In countries with declines in labour shares, value added in leading firms strongly diverged
from the remaining firms, implying increasing market shares of firms at the technological
frontier (Figure 2.8). Given that labour shares in leading firms are well below those in
other firms, in these countries reallocation of value added put further downward pressure
on labour shares.
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Figure 2.7. Labour shares in leading and other firms, 2001-13
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Note: The labour share is computed as the unweighted mean across firms of the percentage ratio of total
labour compensation to value added over the period 2001-13. Leaders are defined as the top 5% of firms in
terms of labour productivity within each country group in each industry and year. The countries with a
decline in the labour share excluding the primary, housing, financial and non-market industries over the
period 2001-13 are: Belgium, Denmark, Germany, Ireland, Japan, Korea, Sweden, the United Kingdom and
the United States. The countries with an increase are: Austria, the Czech Republic, Estonia, Finland, France,
Italy, the Netherlands and Spain.

Source: Schwellnus et al. (forthcomingye)), “Labour share developments over the past two decades: The role
of technological progress, globalisation and “winner-take-most” dynamics”.

StatLink s http://dx.doi.org/10.1787/888933777908

The labour share effect of production reallocation to firms at the technological frontier is
consistent with “winner-takes-most” dynamics but it does not necessarily indicate an
increase in anti-competitive forces, such as higher entry barriers. The emergence of new
technologies may allow innovating firms to temporarily pull ahead. Autor et al. (201724))
find evidence that growing market concentration in the United States occurs
predominantly in industries with rapid technological change, consistent with the
conjecture that “winner-takes-most” dynamics reflect technological dynamism rather than
anti-competitive forces. Nevertheless, there is a risk that over time incumbent
technological leaders attempt to reduce the threat of market entry through
anti-competitive practices, e.g. through predatory pricing or mergers and acquisitions of
competing firms.

In countries with increases in labour shares the pattern of increasing market shares of
firms at the technological frontier was more muted. This is consistent with the above
conjecture that in these countries “winner-takes-most” dynamics were less prevalent.

Summing up, the firm-level analysis suggests that “winner-takes-most” dynamics have
contributed to labour share declines, both through a decline in labour shares within the
group of technologically leading firms and the reallocation of market shares toward these
firms. The results further suggest that thus far the decoupling of wages from productivity
at the technological frontier is not primarily driven by the entrenchment of a small
number of superstar firms that raise their markups, but instead by firms with lower labour
shares leapfrogging incumbent frontier firms. While low labour shares in firms entering
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the technological frontier may to some extent reflect high markups, the fact that these
firms leapfrog incumbents suggests that high markups likely reflect innovation rents
rather than a lack of entry barriers. This interpretation is also consistent with the fact that
the share of young and small firms is significantly higher for entrants into the
technological frontier than for firms staying at or exiting the frontier."> A key challenge
for product market regulation and competition policy going forward will be to prevent
emerging dominant players from engaging in anti-competitive practices so that markets
remain contestable.

Figure 2.8. Real value added in leading and other firms

Indices, 2001 = 100

Leaders = === Others
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Note: Real value added is computed as the unweighted mean across firms of nominal value added deflated by
the industry value added deflator over the period 2001-13. Leaders are defined as the top 5% of firms in terms
of labour productivity within each country group in each industry and year. The countries with a decline in
the labour share excluding the primary, housing, financial and non-market industries over the period 2001-13
are: Belgium, Denmark, Germany, Ireland, Japan, Korea, Sweden, the United Kingdom and the United States.
The countries with an increase are: Austria, the Czech Republic, Estonia, Finland, France, Italy, the
Netherlands and Spain.

Source: Schwellnus et al. (forthcomingyo), “Labour share developments over the past two decades: The role
of technological progress, globalisation and “winner-take-most” dynamics”.

StatLink s http://dx.doi.org/10.1787/888933777927

2.3. The central role of skills for broadly shared productivity gains

A large body of evidence suggests that routine task and skill intensity are key
determinants of the substitutability of capital for labour. For instance, existing
cross-country studies show that declines in labour shares in response to declines in
relative investment prices have been more pronounced in countries with higher shares of
routine employment (IMF, 2017;7). The elasticity of substitution between capital and
labour is typically estimated to be significantly higher for low-skilled than for
high-skilled workers (Duffy, Papageorgiou and Perez-Sebastian, 2004¢); Krusell et al.,
2000;167). These results suggest that equipping workers with the right skills to carry out
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non-routine tasks would make them less substitutable with capital and allow them to
make the most of ongoing technological advances.

To assess the role of routine-task intensity and skill intensity for capital labour
substitution in response to technological progress, the background analysis for this
chapter reported in Schwellnus et al. (forthcomingye)) constructs industry-level measures
based on the OECD Survey of Adult Skills - Programme for the International Assessment
of Adult Competencies (PIAAC). These measures suggest that the share of high-routine
jobs — defined as jobs with limited independence and freedom in planning and organising
the tasks to be performed — is particularly high in industries such as transportation and
non-metal manufacturing, and particularly low in ICT services and finance (Figure 2.9).
While routine and skill intensity are correlated across industries, a high employment share
of low-skilled workers does not necessarily imply a high share of high-routine workers,
which allows to empirically distinguish between the effects of routine tasks and skills.
The accommodation and construction industries, for instance, employ high shares of
low-skilled workers but low shares of high-routine workers.

Figure 2.9. High routine intensity does not imply low skill intensity

OECD average, 2012
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Note: The share of low-skilled workers is defined as the share of workers with numeracy skills below
level 2 in the Programme for the International Assessment of Adult Competencies (PIAAC). The share of
high-routine employment is defined as the share of workers in an occupation above the 75t percentile of the
routine-task distribution.

Source: Schwellnus et al. (forthcomingyo), “Labour share developments over the past two decades: The role
of technological progress, globalisation and “winner-take-most” dynamics”.
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The industry-level empirical analysis suggests that a decline in relative investment prices
has a lower impact on the labour share in industries with low initial routine intensity. The
estimated semi-elasticity is 0.1 for low-routine industries — defined as those industries
with initial routine intensity below the median industry — whereas it is around 0.22 for
high-routine industries (Schwellnus et al., forthcoming). Similarly, the estimated
semi-elasticity is typically significantly lower in industries with high skill intensity,
especially problem-solving and numeracy skills.
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Even at a given level of routine task intensity, labour share declines in response to
relative investment price declines are lower in countries and industries with a high share
of high-skilled workers. While high literacy skills do not appear to significantly reduce
capital-labour substitution in response to relative investment price declines, numeracy and
problem-solving skills are statistically significant when added to the baseline
specification separately. The estimated coefficients suggest that even in a high-routine
industry a decline in the relative investment price results in an only modest decline in the
labour share if the industry employs a high share of workers with high numeracy- or
problem-solving skills (Figure 2.10). When all skill indicators are added to the baseline
specification simultaneously, only numeracy skills turn out to be statistically significant.'®

Figure 2.10. High skills reduce capital-labour substitution
Change in the labour share in response to a 10% decrease in the relative investment price, percentage points

I Effect = Confidence interval 90 - top end == Confidence interval 90 - bottom end
Percentage points

Low routine High routine Low routine High routine
High skill High skill Low skill Low skill

Note: Based on the industry-level results for numeracy skills reported in Schwellnus et al. (forthcomingoj).
Source: Schwellnus et al. (forthcomingyo), “Labour share developments over the past two decades: The role

of technological progress, globalisation and “winner-take-most” dynamics”.

StatLink Sw=m http://dx.doi.org/10.1787/888933777965

Overall these results suggest that high-skilled workers, especially those with high
numeracy skills, may be more difficult to replace by machines or may be more easily
re-deployed to non-routine tasks than low-skilled workers (see Chapter 4). Basic literacy,
numeracy and problem-solving skills remain in high demand in OECD countries and are
key to allowing workers to make the most of the opportunities and challenges afforded by
technological change and globalisation (Vignoles, 2016p7; OECD, 2017ps)). The
challenge for skill policies is to develop strong skill foundations in youth while also
supporting life-long learning, including through strong systems of skills validation and
certification (OECD, forthcomingyzoy).

2.4. Concluding remarks
This chapter provides evidence suggesting that technological change and greater

participation in global value chains have reduced labour shares, including by
strengthening “winner-takes-most” dynamics: countries with falling labour shares have
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witnessed both a decline at the technological frontier and a reallocation of market shares
toward capital-intensive  “superstar” firms with low labour shares. But
technology-induced capital-labour substitution has been significantly less pronounced for
high-skilled workers, suggesting that raising skills will be key to reconnecting real
median wages to productivity.

Continued technological change is likely to put further downward pressure on labour
shares and create new challenges for the broad sharing of productivity gains. Advances in
ICT will continue to raise production efficiency for investment goods, further reducing
their relative prices and raising capital-labour substitution. But technological progress
may also fundamentally change the substitutability of capital and labour. For instance,
technological advances in artificial intelligence and robotics could make more human
tasks — including cognitive tasks — replaceable by capital in the future. Even though the
evidence suggests that the expansion of global value chains stalled in the wake of the
global crisis of 2008-09 (Haugh et al., 201630;), technological advances may lead to
further offshoring of labour-intensive services.

These technological advances may further strengthen “winner-takes-most” dynamics,
with wages decoupling further from productivity at the technological frontier and market
shares being reallocated to a small number of “superstar” firms with low labour shares.
This chapter finds no evidence that the emergence of “superstar” firms indicates the rise
of anti-competitive forces rather than technological dynamism. Nonetheless, competition
policy will need to find the right balance between preventing anti-competitive practices
by incumbent technological leaders and encouraging innovation by allowing entrants into
the technological frontier to reap the rewards for their innovations. Irrespective of the
source of emerging “winner-takes-most” dynamics, policies that raise human capital
through education and training will play a crucial role to broaden the sharing of
productivity gains by ensuring that workers can make the most of ongoing technological
advances.
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Notes

! The empirical results reported in this chapter are based on Schwellnus et al. (2017p5; 2017333;
forthcomingjoy)

2 Note that the value added price index is different from the GDP price index. GDP includes taxes
less subsidies on products whereas value added does not. Value added is thus a more relevant
concept to study the relation between labour productivity and wages.

3 If factor prices are determined competitively real wages are equal to marginal labour
productivity, but this does not imply equality between real wages and average labour productivity.
Real wages can decouple from average labour productivity even with factor prices that are
determined competitively if the elasticity of substitution between capital and labour is non-unitary.

4 Participation in global value chains is measured by the sum of the share of foreign value added in
gross exports (backward participation) and the share of exports consisting of intermediate inputs
used by trading partners for the production of their exports to third countries (forward
participation).

5 At the level of industry disaggregation used in this chapter, labour share developments within
industries explain around 80% of aggregate labour share developments, which is broadly in line
with previous studies (Bassanini and Manfredi, 2012[3;); Karabarbounis and Neiman, 20146); IMF,
2017;77) . Given that reallocation across industries explains only a small fraction of aggregate
labour share developments, weighting industries with shares in aggregate value added in the
regression analysis allows making direct statements on aggregate effects.

® The value added deflator implicitly enters both the denominator of the labour share and the
denominator of the relative investment price. A range of robustness checks reported in Schwellnus
et al. (forthcomingyq)) suggest that potential endogeneity of the relative investment price does not
bias the results reported here. Changes in GVC participation may partly be driven by labour share
developments, e.g. if labour share increases induce offshoring of intermediate goods production. If
anything, this could bias the coefficient on GVC participation upwards, but does not call into
question the significant negative coefficient on GVC participation.

7 Industry-level elasticities can plausibly be assumed to be similar to aggregate elasticities because
within-industry labour share developments explain aggregate developments (Schwellnus et al.,
forthcomingyg)) and in the regression analysis industry shares in value added are used as weights.

8 Moreover, in order to cover a maximum number of firms, the firm-level analysis is based on a
single eight-year or longer difference as compared to three non-overlapping five- or six-year
differences in the industry-level analysis.

° 1t is also in broadly in line with more recent cross-country studies such as De Serres and
Schwellnus (2018317), IMF (2017(7)) and Karabarbounis and Neiman (2014)).

10 For instance, the internet has created international marketplaces on which sellers offer a large
variety of products and buyers can compare prices globally.

! For instance, the marginal cost of replicating and supplying the informational goods provided by
digital platforms is near zero.

12 Network externalities are relevant for digital platforms (e.g. through better matching of suppliers
and buyers) but also for retail (e.g. through better access to network of suppliers) and transport
(e.g. through more efficient logistics). In some industries, network externalities operate through
more subtle channels. For instance, the use of private airlines’ computerised reservation systems
among travel agents can lead to the emergence of dominant players (Frank and Cook, 199523)).
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13 Leaders are defined as the top 5% of firms in terms of labour productivity within each country
group in each industry and year, implying that the composition of firms at the technological
frontier is allowed to vary over time.

4 The decoupling of wages from productivity in leading firms does not appear to reflect an
increase in stock option compensation. Stock option compensation is typically found to be
particularly prevalent in finance and ICT services (Elsby, Hobijn and Sahin, 2013g;). The finance
industry is not covered by Orbis so that the role of increasing stock option compensation can be
assessed by removing the ICT industry from the analysis in Figure 2.5. Since the figure remains
qualitatively and quantitatively unchanged, increasing non-cash compensation is unlikely to be the
main driver of decoupling of wages from productivity in leading firms in countries with declining
labour shares (Schwellnus et al., forthcomingoy).

15 The share of firms that employ less than 100 workers and have been in existence no more than
5 years is 14% for entrants into the technological frontier, whereas it is 8% for firms staying at the
frontier or exiting it (Schwellnus et al., forthcomingje)).

16 Although the empirical suggest that numeracy skills are more robustly related to capital-labour
substitution in response to relative investment price declines, the insignificance of the literacy and
problem solving indicators may to some extent also reflect high collinearity between the three skill
indicators. The coefficients on the three skill indicators are jointly significant at the 5% level.
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Chapter 3. The role of collective bargaining systems
for good labour market performance

This chapter assesses the role of collective bargaining for labour market performance in
OECD countries. It builds on the detailed characterisation of collective bargaining
systems and practices presented in the OECD Employment Outlook 2017. Using a rich
mix of country-, sector-, firm- and worker-level data, this chapter investigates the link of
different collective bargaining settings with employment, wages, working conditions,
wage inequality and productivity. It then discusses how broad-based employee and
employer organisations, administrative extensions, organised forms of decentralisation
and wage co-ordination may contribute to better balance inclusiveness and flexibility in
the labour market.

The statistical data for Israel are supplied by and under the responsibility of the relevant Israeli authorities.
The use of such data by the OECD is without prejudice to the status of the Golan Heights, East Jerusalem and
Israeli settlements in the West Bank under the terms of international law.
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Key findings

Collective bargaining systems in OECD countries are confronted with serious challenges
in the face of global competition, technological change and a long-running trend towards
decentralisation of bargaining. The shares of workers in trade unions and covered by
collective agreements have been declining in many OECD countries and concerns are
growing about the ability of collective bargaining to contribute to better labour market
performance.

This chapter provides a timely assessment of the role of collective bargaining systems for
labour market performance and inclusive growth. It looks at how collective bargaining
matters for some of the policy objectives that policy-makers and citizens care most about:
employment, wages, quality of the work environment, inequality and productivity. The
chapter brings empirical analyses, using the best macro- and micro-data available and the
characterisation of collective bargaining systems developed in OECD (20171}), together
with country experiences and case studies to support policy-makers and social partners
themselves in identifying directions for reform.

The analysis builds on a characterisation of collective bargaining systems along four main
building blocks:

e The collective bargaining coverage — the share of workers covered by collective
agreements — which is linked to membership of signatory employer organisations
and trade unions, but also to extensions of agreements to other firms and workers
in a sector.

e The level of bargaining at which collective agreements are negotiated: firm level,
sector level or even national level. Multi-level bargaining involves a combination
of firm- and higher-level collective bargaining.

e The role of wage co-ordination between sector-level (or firm-level) agreements,
such as the setting of common wage targets, to take account of macroeconomic
conditions.

o The degree of flexibility for firms to modify the terms set by higher-level
agreements. In centralised systems, companies have no or very little scope to
modify the terms set in higher-level agreements, in contrast to fully decentralised
systems where collective bargaining can take place only at the firm level.
Between these two extremes, organised decentralised systems allow sector-level
agreements to set broad framework conditions but leave detailed provisions to
firm-level negotiations.

The main empirical findings are as follows:

e Within countries, at the individual level, there is a wage premium for workers
who are covered by firm-level bargaining compared with those not covered or
those covered only by sector-level bargaining. Moreover, the work environment
tends to be of higher quality in firms with a recognised form of employee
representation (for example a trade union or works council), largely because of
lower work intensity, more training options and better prospects for career
advancement.

e Comparing collective bargaining systems across countries, co-ordinated systems
— including those characterised by organised decentralisation — are linked with
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higher employment and lower unemployment (also for young people, women and
low-skilled workers) than fully decentralised systems. Predominantly centralised
systems with no co-ordination are somewhat in between.

e Collective bargaining also tends to affect wage dispersion, with greater dispersion
in systems with no collective bargaining or where firms set wages independently.
By contrast, wage dispersion is on average smallest among workers who are
covered by sector-level bargaining. The lower dispersion in wages associated with
sector-level bargaining in part reflects lower returns to education, seniority and
potential experience for workers covered by collective agreements.

e The effect on wages is also reflected in the relationship of collective bargaining
with productivity growth. Centralised bargaining systems tend to be associated
with lower productivity growth if coverage of agreements is high. This result
suggests that the lack of flexibility at the firm level, which characterises
centralised bargaining systems, may come at the expense of lower productivity
growth. By contrast, higher co-ordination in systems that are not centralised is not
found to have adverse effects on productivity.

e Many OECD countries have taken steps towards decentralisation in the past two
decades. Overall, organised decentralisation as described above tends to deliver
good employment performance, better productivity outcomes and higher wages
for covered workers. By contrast, other forms of decentralisation that simply
replace sector- with firm-level bargaining, without co-ordination within and
across sectors, tend to be associated with somewhat poorer labour market
outcomes.

The chapter also provides a detailed discussion of how wage co-ordination works and the
features that make organised decentralisation capable to simultaneously achieve good
labour market outcomes, provide some flexibility to firms and support adaptability to
structural change. The main conclusions are:

e Co-ordination in wage bargaining helps take into account the macroeconomic
effects of wage agreements by ensuring that these agreements do not undermine
external competitiveness and are set in line with the business-cycle situation. This
may be one factor behind the empirical association of co-ordinated systems with
higher aggregate employment. The strongest form of wage co-ordination
establishes a wage norm that defines the maximum for the collectively-agreed
wage increase in every sector.

e In countries where co-ordination works well, it tends to be strongly supported by
employer associations (since it moderates wage growth) and trade unions (since it
ensures high levels of employment). To be effective, co-ordination requires strong
and self-regulated social partners as well as effective mediation bodies.

e The effectiveness of the articulation of firm-level arrangements within framework
agreements, which characterises organised decentralisation, hinges to an
important extent on the degree of collective worker representation at the firm
level.

e In some countries, trade unions and employer organisations engage in sector-level
initiatives that aim to enhance labour market adaptability by facilitating job
transitions and providing workers with the skills needed in a changing world of
work.
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Collective bargaining can only contribute to labour market inclusiveness and have a
significant macroeconomic effect if it covers a large share of workers and companies:

e Well-organised trade unions and employer organisations with a broad support
base tend to be the best way to attain high coverage. At the sector level, they
ensure representativeness in wage negotiations. At the firm level, they are the
basis for social dialogue between workers and employers.

e Collective bargaining is often confined to large and medium-sized enterprises and
workers in standard employment. To promote social dialogue in large and small
firms alike and also cover non-standard forms of work, competition and labour
law as well as bargaining and organisation practices by social partners may need
to adapt.

e In systems with sector-level bargaining and no broad-based representation,
administrative extensions can help cover companies and workers not participating
in collective bargaining. To avoid harming the economic prospects of start-ups,
small firms or vulnerable workers, extensions need to be well-designed to ensure
that the parties negotiating the agreements represent the collective interest of a
large group of firms and workers. This can be achieved by subjecting extension
requests to reasonable representativeness criteria and a meaningful test of public
interest and providing well-defined procedures for exemptions and opt-outs of
firms in case of serious economic hardship.

Introduction

Collective bargaining is under pressure in many OECD countries. Since the mid-1980s,
trade union membership has halved (OECD, 2017;))." The fall in coverage of collective
bargaining has been only a little less marked. In more than half of the countries, collective
bargaining now covers less, and in some significantly less, than 50% of the workforce.
Where coverage continues to be high, concerns are growing about the ability of collective
bargaining to deliver good jobs in a time of global competition, technological change and
a trend towards decentralisation of bargaining.

This chapter provides new insights on the role of collective bargaining for good labour
market performance. This assessment of collective bargaining also contributes to the new
OECD Jobs Strategy (OECD, forthcomingy,), which identifies three main goals for
successful labour market policies: 1) more and better jobs; ii) labour market inclusiveness;
and 1iii) resilience and adaptability. Collective bargaining has the potential to play a
central role in all three. The chapter considers a variety of outcomes related to good
labour market performance, including employment, wages, working conditions,
inequality and productivity, while the role of collective bargaining for resilience was
already investigated in OECD (2017[1y).

The chapter uses a variety of approaches including quantitative analyses and country case
studies and mobilises both micro and macro data sources. The next section sets the scene
by outlining a framework to illustrate how collective bargaining may matter for labour
market performance and inclusive growth. Section 3.2 proceeds with a macroeconomic
analysis of the role of collective bargaining for employment and inequality using a novel
characterisation of collective bargaining systems. This allows going beyond previous
macro-studies, which usually concentrated on the degree of collective bargaining
coverage and the level of bargaining, by also taking account of the flexibility of firms to
tailor the conditions of sector-level agreements to their needs and of the co-ordination of
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wages across bargaining units. Section 3.3 uses worker- and sector-level data to study the
relationship of collective bargaining with wages, wage distribution and productivity,
shedding light on some of the mechanisms behind the relationships found at the macro
level. Section 3.4 discusses the role of workplace employee representation for the quality
of the working environment. Drawing on a series of country case studies and the broader
industrial relations literature, Section 3.5 discusses some policy options that social
partners and governments may want to consider to make collective bargaining systems
more flexible and more inclusive.

This chapter is part of a broader initiative of the OECD to better understand the role of
collective bargaining and social dialogue today and in the future. The first major output of
this undertaking was the comprehensive review of collective bargaining systems in
OECD and accession countries in the 2017 Employment Outlook (OECD, 2017py).
Subsequent work will analyse the role of collective bargaining for job quality and the
future world of work.

3.1. The role of collective bargaining for labour market performance: An overview

Collective agreements signed by employers and unions primarily determine wage levels
(or wage increases) and non-wage working conditions, including working time, leave
arrangements, training, employment protection, and health and safety provisions
(Figure 3.1). Re-negotiations of contracts by particular firms or employees may increase
wages above the rate agreed at higher levels (or, in some cases, reduce wages below the
negotiated rate). Outcomes such as employment or productivity are usually not part of the
collective agreement, although they may be taken into account in the negotiations. The
way collective bargaining influences labour market performance depends on the
bargaining strategies of social partners, the structure of product and labour markets and
the nature of collective bargaining institutions.

The academic literature has focused on two broad classes of bargaining strategies. In the
so-called “right-to-manage” model (Leontief, 1946(3)), unions bargain exclusively over
wages, leading to lower employment relative to the perfect competition benchmark.
Union members, usually referred to as “insiders” in this literature, are viewed as gaining
at the cost of “outsiders”, unemployed individuals or individuals in vulnerable jobs not
covered by collective bargaining (Lindbeck and Snower, 1986(4). The cause of the
presumed inefficiency is that employment is not accounted for in the negotiations. This
could have the additional downside of reducing the resilience of the labour market against
adverse macroeconomic shocks. In practice, however, unions may not only be concerned
about wages but also employment and macroeconomic resilience. This has motivated the
“efficient bargaining” model (McDonald and Solow, 1981}s)).2

The effect of collective bargaining depends also on the structure of the market and the
degree of competition. With perfect competition in product and labour markets, raising
wages above the market equilibrium wage induces unemployment. However, when
product market competition is imperfect (i.e. when firms have some degree of monopoly
or oligopoly power), higher wages may not induce greater unemployment but be simply
the result of workers appropriating a greater share of the rents. Moreover, in imperfectly
competitive labour markets, higher bargaining power and higher wage floors can increase
employment. This would be the case in the presence of monopsony power, which enables
firms to offer low wages, for example because workers have limited opportunities to
change their employer or would incur high costs if they did so.?
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Figure 3.1. Collective bargaining, labour market performance and inclusive growth
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Finally, the role of collective bargaining for labour market performance also depends on
the functioning of the institutional system. OECD (2017}1;) documented that collective
bargaining systems differ considerably across OECD countries, even among those sharing
similar characteristics. For example, the systems in the Netherlands and Portugal,* or
those in Australia and the United States, although formally similar in many respects,
differ substantially in the way they function. The main building blocks of collective
bargaining systems are the degree of coverage, the level of bargaining, the degree of
flexibility and the role of wage co-ordination:

o Degree of coverage: Collective bargaining coverage, rather than only trade union
density, is essential to measure the relevance of the system. Collective agreements
covering a large share of workers can have a more sizeable macroeconomic effect
— positive or negative — on employment, wages and other outcomes of interest
than agreements confined to a few firms.

o Level of bargaining: This defines the unit at which parties negotiate and may refer
to the firm, sector or country. Sector-level or national agreements can be expected
to reduce wage inequality relative to decentralised systems, by lowering wage
differentials not only between workers in the same firm, but also between workers
in different firms and, in the case of national bargaining, in different sectors.
Firm-level agreements, by contrast, allow paying more attention to firm-specific
conditions, potentially raising productivity.
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e Degree of flexibility: Sector-level or national agreements may differ substantially
in the degree of flexibility they provide to firms. For example, the possibility of
opt-outs or leaving the application of the favourability principle to social partners
can increase the flexibility of the system and allow for a stronger link between
wages and firm performance, with on the upside higher employment and
productivity, but on the downside higher wage inequality.

o Wage co-ordination: Wage co-ordination between sector-level agreements (or as
in the case of Japan between firm-level agreements) helps negotiators internalise
the macroeconomic effects of the terms set in collective agreements. This is
typically achieved by keeping wage increases in the non-tradable sector in line
with what can be afforded by the tradable sector or by strengthening the ability of
the system to adjust wages or working time in the face of a macroeconomic
downturn. Co-ordination can therefore serve as an instrument for wage
moderation and earnings flexibility over the business cycle, with potential
benefits for employment and resilience.

Social partners affect labour market outcomes and hence inclusive growth and well-being
also by influencing and, sometimes, negotiating or even managing other labour market
institutions, such as the minimum wage, labour laws (in particular employment protection
legislation), unemployment benefits, active labour market policies, payroll taxes, and
family and pension policies. Further, any effects of collective bargaining systems also
depend on the other policies and institutions in place. For instance, if decentralisation
increases wage inequality, the magnitude of the effect on the broader concept of
disposable income inequality depends on the extent to which the tax-and-transfer system
offsets the rise in wage inequality. While sometimes important, these issues go beyond
the scope of this chapter.

3.2. The role of collective bargaining for employment and wage inequality: New
evidence from macro-data

The economic literature has long debated the role of collective bargaining for labour
market performance, but paid little attention to the system of collective bargaining as a
whole. Studies have mostly examined the presence or relevance of collective bargaining
rather than its functioning. For example, many analyses of countries with predominantly
firm-level bargaining, such as the United Kingdom or the United States, have focused on
the role of trade union membership.® Union membership is a reasonable proxy of
collective bargaining coverage in countries with predominantly firm-level bargaining. But
it is not sufficient for measuring the scope of collective bargaining, as many workers who
are not affiliated to a trade union are also covered by collective bargaining — via
erga omnes clauses and, in countries with sector- or multi-level bargaining,
administrative extensions (OECD, 20171)).® Bargaining coverage is therefore in general a
more appropriate proxy for the relevance of collective bargaining.’

However, to capture the role of collective bargaining for labour market performance, it is
important to go beyond coverage by looking at its main features and actual functioning.
Collective bargaining coverage in Italy is comparable to that in the Netherlands or the
Nordic countries. Similarly, Australia and Germany have comparable coverage. As
OECD (2017;17) shows, these systems are nevertheless very different. It is therefore
important to also consider the characteristics of the system itself. This echoes Aidt and
Tzannatos (2008)) in their review of trade unions, collective bargaining and
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macroeconomic performance in which they concluded that, more than trade union density
or coverage, what matters most is the functioning of the “entire package”.

In terms of main features, most attention has been directed to the role of centralisation,
i.e. the predominant level of bargaining. In the early 1980s, the corporatist view
suggested that by guaranteeing that wage-setters recognise broader interests,
centralisation, intended as national bargaining, can deliver superior outcomes in terms of
macroeconomic and labour market performance (Cameron, 1984(7).% However,
opponents pointed out that wage increases would be restrained or resource allocation
would be more effective if market forces were allowed to play a larger role, bringing the
example of the United States or the United Kingdom after Thatcher to support this view.

To reconcile these opposing views, Calmfors and Driffill (19885) proposed the
influential “hump-shape” hypothesis, which suggested that both centralisation and
decentralisation perform well in terms of employment while the worst outcomes may be
found in systems with an intermediate degree of centralisation, i.e. sector-level
bargaining. In this intermediate case, organised interests are “strong enough to cause
major disruptions, but not sufficiently encompassing to bear any significant fraction of
the costs for society of their actions in their own interests” (Calmfors and Driffill,
1988s1). The paper by Calmfors and Driffill had the merit to suggest that the relationship
between the degree of centralisation and performance does not need to be monotonic.
This hypothesis was behind the critical stance on sector-level bargaining systems in the
1994 OECD Jobs Strategy (OECD, 199419) which recommended decentralising
collective bargaining given the impossibility to have full centralisation of bargaining
systems.” However, later empirical studies did not provide much backing for this
hypothesis — see OECD (19971¢)), Traxler, Blaschke and Kittel (2001(117), Aidt and
Tzannatos (2002[121), Bassanini and Duval (2006(;3;) and Eurofound (2015;14)).

Another key feature of collective bargaining systems is the degree of wage co-ordination
across bargaining units. Soskice (1990;15)) suggested that co-ordinated systems of sectoral
bargaining may be as effective as national bargaining systems at adapting to aggregate
economic conditions. Subsequent studies found that co-ordination plays a key role in
improving the performance of sector-level bargaining — see the review in Aidt and
Tzannatos (2002[2;)) as well as the evidence in Elmeskov et al. (1998;16)), OECD
(2004[17]), Bassanini and Duval (2006[13]), OECD (2012[18]) and Eurofound (2015[14]). The
Reassessed OECD Jobs Strategy (OECD, 2006;19)) embraced this “augmented” version of
the Calmfors-Driffill hypothesis which entailed that decentralised and centralised or
co-ordinated bargaining systems result in better employment performance than sectoral
bargaining systems. !

More recently, Boeri (2014p0;) revived the debate by suggesting that “two-tier”
bargaining systems (i.e. where firm-level bargaining can only top up sector-level
bargaining) are worse than fully centralised and fully decentralised systems, as they are
not able to respond appropriately either to a microeconomic shock or a macroeconomic
one.!!

All in all, the characterisation and estimation of the economic effects of collective
bargaining systems have proven to be a major challenge, leading to a proliferation of
indicators for centralisation and co-ordination as well as econometric specifications.
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3.2.1. New country-level evidence based on a taxonomy of collective bargaining
systems

The role of collective bargaining for labour market performance should be analysed by
looking at bargaining systems as a whole, rather than simply at the sum of their
components. This section therefore uses a new taxonomy of collective bargaining systems
for studying the links with employment and inequality.

The taxonomy of collective bargaining systems is taken from the dashboard in OECD
(2017;17). This proposed a classification scheme based on two main aspects: i) the degree
of centralisation as characterised by the predominant level of bargaining as well as the
rules and use of extensions, derogations, opt-outs and the favourability principle; and
ii) the degree of wage co-ordination between sector-level agreements. OECD (2018[217)
provides further details. The following five categories of collective bargaining systems
were identified:'?

e Predominantly centralised and weakly co-ordinated collective bargaining
systems: Sector-level agreements play a strong role, extensions are relatively
widely used, derogations from higher-level agreements are possible but usually
limited or not often used, and wage co-ordination is largely absent. In 2015,
France, Iceland, Italy, Portugal, Slovenia, Spain and Switzerland fell in this
group.'

e  Predominantly centralised and co-ordinated collective bargaining systems: As in
the previous category, sector-level agreements play a strong role and the room for
lower-level agreements to derogate from higher-level ones is quite limited.
However, wage co-ordination is strong across sectors. In 2015, Belgium and
Finland were part of this group.

o Organised decentralised and co-ordinated collective bargaining systems:
Sector-level agreements play an important role, but they also leave significant
room for lower-level agreements to set the standards — either by limiting the role
of extensions (rare and never automatic or quasi-automatic), leaving the design of
the hierarchy of agreements to bargaining parties or allowing opt-outs.
Co-ordination across sectors and bargaining units tends to be strong. In 2015,
Austria, Denmark, Germany, the Netherlands, Norway and Sweden were in this

group.

o Largely decentralised collective bargaining systems: Firm-level bargaining is the
dominant bargaining form, but sector-level bargaining (or a functional equivalent)
or wage co-ordination also play a role. Extensions are very rare. Australia with its
“Modern Awards” (see Box 3.5 for details) and Japan with its unique form of
co-ordination (Shunto) were in this group in 2015, as well as Greece,
Luxembourg and the Slovak Republic. Since the enactment of the Industrial
Relations (Amendment) Act of October 2015, which re-introduced “Sectoral
Employment Orders”, Ireland is also part of this group.

o Fully decentralised collective bargaining systems: Bargaining is essentially
confined to the firm or establishment level with no co-ordination and no (or very
limited) influence by the government. In 2015, Canada, Chile, the
Czech Republic, Estonia, Hungary, Korea, Latvia, Lithuania, Mexico,
New Zealand, Poland, Turkey, the United Kingdom and the United States were
part of this group.
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The country classification in 2015 was extended backwards to 1980 using information in
the Institutional Characteristics of Trade Unions, Wage Setting, State Intervention and
Social Pacts (ICTWSS) database.'* The time variation in the resulting taxonomy of
collective bargaining systems for OECD countries over the period 1980-2015 is
considerable — see OECD (2018217). It reflects, in large part, the strong trend towards
decentralised collective bargaining, but it also captures many country-specific changes in
collective bargaining practices. These differences in the time variation are exploited in the
analysis to estimate the relationship between systems of collective bargaining and
indicators of labour market performance.

The analysis compares labour market outcomes under different collective bargaining
systems relative to the fully decentralised system, while controlling for the level of
bargaining coverage as well as the possible role of the business cycle, the characteristics
of the workforce and persistent country-specific features (using country fixed effects).!
The results also account for other policy reforms that occurred at the same time, in the
areas of labour taxation, product market regulation, job dismissal regulation, minimum
wages and unemployment benefits. The relationships estimated in this section may
nevertheless be influenced by the state of the labour market over and above the business
cycle or other potentially important factors not controlled for; hence, care should be taken
not to give the results a strict causal interpretation.

Co-ordinated bargaining systems are associated with higher employment and lower
unemployment relative to fully decentralised systems (Panel A of Figure 3.2). This is
particularly the case for predominantly centralised systems, while for organised
decentralised systems the result on unemployment is somewhat smaller and less robust.
Centralised but weakly co-ordinated systems and largely decentralised systems hold an
intermediate position, with better employment outcomes than in fully decentralised ones
but similar unemployment outcomes. The difference between the employment and
unemployment results suggests that such systems are linked with higher employment and
labour force participation. On average across all regimes, higher bargaining coverage is
associated with lower employment rates (OECD, 2018|217). Given that in centralised and
co-ordinated systems more workers tend to be covered, the extent to which these systems
are linked with better employment outcomes could thus be somewhat lower than is
displayed in the figure.

Empirically, the relative underperformance of fully decentralised systems is identified
from variation in three countries (Ireland, New Zealand and the United Kingdom), which
all undertook very significant collective bargaining reforms. The finding does not appear
to be specific to these three countries, as it remains unchanged when country fixed effects
are omitted from the regression. The results overall are qualitatively robust to two further
sensitivity checks — see OECD (2018217) for details. First, they are similar when more
traditional collective bargaining indicators for centralisation and co-ordination (from the
ICTWSS database) are used instead of the new taxonomy indicators.!'® Second, the results
with respect to collective bargaining regimes are qualitatively unchanged when collective
bargaining coverage is not controlled for.

It is sometimes argued that collective bargaining delivers good labour market outcomes
for “insiders” (notably prime-age male full-time workers with a permanent contract) at
the expense of jobs for “outsiders”, such as youth, women and low-skilled — see
Saint-Paul (1996;2;) and Bertola (199923;). Moreover, by pushing the interests of
“insiders”, unions may accept or even contribute to the proliferation of non-standard
forms of employment as a buffer for its members, thereby reducing the inclusiveness of
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the labour market. In particular, unions may make temporary contracts indirectly more
attractive for firms, by increasing the labour cost of “insiders”, for instance through
bargaining over severance pay or assisting workers faced with the risk of dismissal.

The evidence, however, suggests that, in most cases, co-ordinated systems — either
centralised or organised decentralised — are associated with better labour market
outcomes for vulnerable groups (Panels B and C of Figure 3.2). The unemployment rates
of youth, women and low-skilled workers appear to be consistently lower (or at least not
higher) in co-ordinated systems than in decentralised ones. Co-ordinated and organised
decentralised systems are also associated with a lower share of involuntary part-time
workers. Although the share of temporary employment does not vary across different
bargaining systems, it is higher in countries with higher bargaining coverage — see
OECD (2018}217). This result, while different from previous evidence on agency work in
the United States by Gramm and Schnell (200124)) and Autor (200325)), is in line with the
findings of Salvatori (200916)) who shows, looking at 21 European countries, that
unionised workplaces are more likely to use temporary employment.

Collective bargaining systems that are not fully decentralised are also correlated with
lower wage inequality for full-time employees (Figure 3.3), as measured by the
D9/D1-ratio, i.e. the ratio of the wage at the ninth decile of the wage distribution to the
wage at the first decile. This association is present both in the lower and upper half of the
wage distribution.!” Similar results are obtained when replacing the taxonomy indicators
with indicators for centralisation and co-ordination — see OECD (2018217).

Strengthening the bargaining power of low-wage workers is one of the core missions of
collective bargaining, so it is not surprising that empirically collective bargaining is
associated with lower levels of inequality. Detailed pay scales, where they are defined,
can compress wages in the middle and top of the distribution to compensate for higher
wages at the bottom; Leonardi, Pellizzari and Tabasso (2015p27)) provide evidence of
wage compression within Italian firms. These mechanisms are particularly relevant when
bargaining covers a substantial share of the working population. Section 3.3 provides
further evidence on the positive role of collective bargaining for wage equality based on
matched employer-employee and sector-level data. The inequality results in this chapter
complement previous findings that point in the same direction, from earlier studies by
Blanchflower and Freeman (19932s), Blau and Kahn (19999), Card, Lemieux and
Riddell (2004307) and DiNardo and Lee (200431;) to more recent ones including OECD
(201 1[32]), ILO (2015[33]) and Jaumotte and Buitron (2015[34]).

In conclusion, wusing country-level data on labour market outcomes for
35 OECD countries between 1980 and 2016 and a novel characterisation of collective
bargaining systems, co-ordinated systems are shown to be associated with higher
employment, lower unemployment, a better integration of vulnerable groups and less
wage inequality than fully decentralised systems. Weakly co-ordinated, centralised
systems and largely decentralised systems hold an intermediate position, performing
similarly in terms of unemployment to fully decentralised systems, but sharing many of
the positive effects on other outcomes with co-ordinated systems.
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Figure 3.2. Collective bargaining systems and employment outcomes
Difference in percentage points with respect to fully decentralised systems
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Note: *** ** *: statistically significant at the 1, 5 or 10% level, respectively. Results are based on Ordinary
Least Squares (OLS) regressions including country and year dummies, collective bargaining coverage, log of
average years of education, female employment share and institutional variables: tax wedge, product market
regulation, employment protection legislation (both temporary and permanent), ratio of minimum wage to
median wage and gross unemployment benefit replacement rate. p.p.: percentage points.

Source: OECD estimates. Details on sources and definitions can be found in OECD (2018217), “Supplementary
material for Chapter 3”, OECD Employment Outlook 2018, http://dx.doi.org/10.1787/empl_outlook-2018-13-en.

StatLink Sw=m http://dx.doi.org/10.1787/888933778003

OECD EMPLOYMENT OUTLOOK 2018 © OECD 2018


http://dx.doi.org/10.1787/empl_outlook-2018-13-en
http://dx.doi.org/10.1787/888933778003

3. THE ROLE OF COLLECTIVE BARGAINING SYSTEMS FOR GOOD LABOUR MARKET PERFORMANCE | 85

Figure 3.3. Collective bargaining and wage dispersion
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median wage and gross unemployment benefit replacement rate. Wage inequality measures are based on the
gross wage of full-time wage and salary workers. D1, D5 and D9 stand for the 1%, 5% and 9" decile of the
wage distribution.

Source: OECD estimates. Details on sources and definitions can be found in OECD (2018217), “Supplementary
material for Chapter 3”, OECD Employment Outlook 2018, http://dx.doi.org/10.1787/empl_outlook-2018-13-en.
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3.3. The role of collective bargaining for inclusiveness and flexibility: New evidence
from micro-data

By centralising or co-ordinating negotiations over wages and working conditions,
collective bargaining has a tendency to compress pay differences among workers. As a
result, it weakens the link between individual performance, wages and working
conditions. In the context of firm-level bargaining, overall firm performance necessarily
becomes the main reference for negotiations on pay increases rather than individual
performance. Similarly, in the context of sector-level bargaining, overall industry
performance becomes the main contextual factor for pay increases. In the same vein,
centralisation and co-ordination place a greater emphasis on macroeconomic performance
and therefore competitiveness and resilience.

Collective bargaining may manifest itself in a lower dispersion of wages, by defining
common criteria for wages of workers, firms or sectors. But by the same mechanism, it
may also lead to stronger rigidities in wages over time, as negotiating partners are less
flexible to tailor wages to the individual worker, firm or sector. The effects of such
rigidities are likely to depend on the context in which they occur. In some cases, they may
be benign, for example when they reduce the scope for discriminatory practices or serve a
specific economic purpose as in the case of co-ordination, while in others they may raise
concerns, for instance when they weaken incentives for skill acquisition.
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This section uses worker- and sector-level data to shed further light on the relationship
between collective bargaining institutions, wage equality, productivity growth and the
way wages are set in line with productivity in firms and sectors. In doing so, the analysis
provides useful insights into the mechanisms that may drive some of the macroeconomic
relationships documented in Section 3.2.

3.3.1. Collective bargaining and wage dispersion

In many countries, the wages of some workers are principally determined by a collective
pay agreement (collective bargaining), while those of others are not (individual
bargaining). This may, or may not, introduce forms of injustice or unfairness between the
two groups of workers, depending on what collective bargaining actually does.
Empirically, the fact that some workers are covered by collective agreements while others
are not allows comparing the level and dispersion of wages between workers in different
bargaining schemes, without having to rely on country-to-country comparisons that might
be influenced by aspects other than collective bargaining.

Worker-level data on collective bargaining coverage are available for 20 OECD countries
(plus one accession country, Lithuania). Besides distinguishing workers covered by
collective bargaining from those who are not, the micro-data separately identify workers
whose wage is primarily determined by a firm- as opposed to a sector-level agreement. '
This creates the possibility of distinguishing three bargaining levels: i) individual or no
collective bargaining; ii) firm-level bargaining; and iii) sector-level bargaining. The three
co-exist in the dataset for seven of the 21 countries; in the others two co-exist. Labour
earnings are defined per hour and include bonus payments. As in Section 3.2, dispersion
is measured as the ratio of wages at the ninth decile to the first decile.

When comparing wage dispersion between workers who are covered by collective
bargaining and those who are not, it is important to account for possible sample selection:
For instance, if collective agreements cover mainly men, or certain industries, wage
dispersion may be lower with collective bargaining because wages tend to be more
similar among men only, or among certain industries, than in the entire working
population. Different empirical techniques can be applied to adjust for these
compositional differences between bargaining groups. The one used in this section goes
back to Juhn, Murphy and Pierce (1993357) and has been widely used since.! For each
country and bargaining level separately a standard hourly wage regression is run on a
large number of explanatory variables: age, gender, education, firm size, contract type,
years employed in the firm, industry and occupation. Differences in composition are then
corrected by replacing the coefficients and residuals in each bargaining level with those
for the group of workers who are not covered. Box 3.1 describes the empirical approach
in detail.
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Box 3.1. Empirical approach to adjust wages and wage dispersion for differences in
composition

Differences in wages and wage dispersion between workers covered by collective
bargaining and those not could, in part, be due to differences in composition. A standard
way to adjust for these compositional differences is provided by Juhn, Murphy and
Pierce (1993357). Applying this method in the present context, for each country and
bargaining level b (no collective bargaining, firm-level bargaining, sector-level
bargaining) separately, the following regression is run:

log(wip) = xipfp + €ip-

The wage of worker i is measured per hour, and weights in the survey are used to better
align the sample with the actual working population. Control variables, x;;,, include
dummies for age, gender, education, firm size, contract type (permanent or temporary),
job tenure, industry and occupation. A few control variables are not available for some
countries. Comparing estimated coefficients, ,é, for the same variables allows examining,
for instance, differences in the gender gap or education premium between workers
covered by collective bargaining and those who are not.

The empirical approach to adjust a wage statistic, f(wyp), such as the average wage or
DO9/D1-ratio, for compositional differences is as follows. Workers whose wages are not
governed by collective bargaining, b;, are taken as the benchmark. In Belgium, France
and Spain where data for workers not covered are not available, firm-level bargaining is
taken as the benchmark. The counterfactual wage of worker i covered by collective
bargaining, b, is then calculated as

log(wi’f,z) = xibzﬁbl + éip, (ﬁibz |xb2),

with the last expression denoting the residual from the regression for workers not covered
that is at the same percentile p;p, as worker i’s residual. The assumption is that, had a
covered worker become uncovered while maintaining the same characteristics, the new
residual of the worker would have belonged to the same percentile of the distribution of
the residuals in the uncovered sector as the percentile the old residual belonged to in the
distribution of the covered sector.

The difference in the desired wage statistic using the raw data is

f(ws,) = f (W, ),

which after adjusting for differences in composition becomes

f(sz) - f(Wlsz)-
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On average, earnings dispersion is lower with collective bargaining, when accounting for
compositional differences (Figure 3.4). In the first group of countries where all three
bargaining levels co-exist, wage dispersion is highest among workers not covered by
collective bargaining, followed by firm-level and then sector-level bargaining. By
contrast, for the second group of countries where there is no sector-level bargaining, wage
dispersion among workers covered and those not, at least on average, is the same.
A cross-country comparison of the averages for the first two groups suggests that
firm-level bargaining is only effective in lowering wage dispersion when it comes on top
of sector-level bargaining. One possible explanation for this may be that companies
characterised by firm-level bargaining are in most cases also covered by sector-level
bargaining. Firm-level bargaining may then not fully undo the inequality reduction due to
sector-level bargaining. In five countries (Hungary, Korea, Mexico, Norway and
Portugal), the results go in the opposite direction. Nevertheless, overall, they appear
consistent with those in the previous section which suggested that the economy-wide
distribution of wages is less equal in systems without scope for sector- or higher-level
bargaining (see Figure 3.3).

3.3.2. What accounts for the lower wage dispersion with collective bargaining?

Empirically, two categories of factors may account for the lower wage dispersion with
collective bargaining: differences in the returns to characteristics (technically, the
coefficients) and unexplained differences (the residual). This issue is investigated here by
focusing on the two largest country groups for which data are available: the first with
seven countries (which have three collective bargaining types) and the second with nine
countries (which have two types: firm-level bargaining and no collective agreement).

Four characteristics are studied to analyse the extent to which collective bargaining may
compress their returns (Figure 3.5): a higher age, being male, a better education and
seniority at work (measured by the number of years in the firm). All four typically exhibit
increasing returns in micro-level analyses, meaning that older, male, more educated and
more experienced workers tend to earn more.

Compared with uncovered workers, the age premium is lower for people who are covered
by firm-level bargaining and even more so for those covered by sector-level bargaining.
Collective bargaining thus lowers wage inequality, in part by flattening the distribution of
wages among people of different ages. By contrast, no evidence is detected that collective
bargaining compresses the gender pay gap on average. If anything, men’s wage premium
over women is slightly larger among workers covered by collective bargaining than those
who are not.

The benefit of better education, in terms of higher pay, is lower with firm- and even more
so sector-level bargaining. A lower payoff from education, while reducing inequality,
may also negatively affect productivity growth if this leads to lower investment in
education. Finally, monetary rewards for seniority are also found to be an explanatory
factor for why in countries with firm- and sector-level bargaining wage dispersion is
lower with collective bargaining than without, although the picture is the opposite in the
group of countries with only firm-level bargaining.

Even if reduced returns to age, education and seniority go some way towards explaining
the lower wage dispersion with collective bargaining, overall it is mainly unobserved
factors that reduce wage dispersion (Figure 3.6).
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Figure 3.4. Composition-adjusted wage dispersion by level of collective bargaining
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Note: Results are based on Juhn-Murphy-Pierce decompositions using workers without a collective agreement
as the reference group and controlling for gender, age, educational attainment, industry, occupation, firm size,
type of contract and job tenure. Countries are ordered in ascending order of the D9/D1-ratio for employees
not covered by a collective agreement, where D1 and D9 stand for the 1%t and 9% decile of the wage
distribution. Data are from 2012-16, depending on the country (2006 for Germany). The first group of
countries allows comparing wage dispersion among workers not covered by collective bargaining with that
among workers covered by firm-level agreements and that among workers covered by sector-level
agreements. The second group compares wage dispersion among uncovered workers with that among workers
with a firm-level agreement. The third group compares wage dispersion among uncovered workers with that
among workers with a sector-level agreement. The final group allows comparing wage dispersion among
workers with a firm-level agreement with that among workers with a sector-level agreement. “Sector-level
bargaining” for Australia refers to the use of Modern Awards (see Box 3.5). A proper sector-level bargaining
does not exist in Australia.

Source: OECD calculations based on the European Structure of Earnings Survey (SES) for European
countries, the Household, Income and Labour Dynamics survey (HILDA) for Australia, the Labour Force
Survey (LFS) for Canada, the Korean Labor and Income Panel Study (KLIPS) for Korea, the Encuesta
Nacional de Ocupacion y Empleo (ENOE) for Mexico and the Current Population Survey Merged Outgoing
Rotation Group (CPS MORG) for the United States.

StatLink s http://dx.doi.org/10.1787/888933778041

3.3.3. Collective bargaining wage premium

This section has so far focused on wage dispersion within each bargaining type, i.e. wage
dispersion among workers not covered by collective agreements and wage dispersion
among workers covered by collective bargaining. Results can be interpreted as illustrating
what would happen to wage inequality if in a country collective bargaining moved from
inexistent to full coverage or from full to no coverage. This naturally seems extreme.
When considering less extreme scenarios, account should also be taken of pay differences
which may exist between workers covered by collective agreements and those not. Such
pay differences are sometimes referred to as the collective bargaining wage premium.
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Figure 3.5. Wage returns by level of collective bargaining

Unweighted averages across countries, 2014

€ No collective bargaining < Firm-level bargaining @ Sector-level bargaining
A. Countries with three bargaining types B. Countries with two bargaining types
% %
20 20
18 18

16 | 16 | i o3
12 | l 2|

10 F 10 F
8 r 8 | 1
6 1 1 - 1 — 6 1 1 - 1 —
Age Male Education Seniority Age Male Education Seniority

Note: Results are based on ordinary least squares (OLS) regressions controlling for gender, age, educational
attainment, industry, occupation, firm size, type of contract and job tenure. Data are from 2012-16, depending
on the country (2006 for Germany). The age premium is calculated relative to 20-29-year-olds, the education
premium relative to workers with no high school education and the seniority premium relative to workers
who have worked for their current employer for less than one year. The categories for the comparison groups
(different age groups, education categories and brackets for number of years in the firm) are weighted by the
proportion of workers in these categories. The countries with three bargaining types are Australia, the
Czech Republic, Germany, Luxembourg, Portugal, the Slovak Republic and the United Kingdom. The
countries with two bargaining types are Canada, Estonia, Hungary, Korea, Latvia, Lithuania, Mexico, Poland
and the United States.

Source: OECD calculations based on the European Structure of Earnings Survey (SES) for European
countries, the Household, Income and Labour Dynamics survey (HILDA) for Australia, the Labour Force
Survey (LFS) for Canada, the Korean Labor and Income Panel Study (KLIPS) for Korea, the Encuesta
Nacional de Ocupacion y Empleo (ENOE) for Mexico and the Current Population Survey Merged Outgoing
Rotation Group (CPS MORG) for the United States.

StatLink Si=m http://dx.doi.org/10.1787/888933778060

Workers are paid more with firm-level bargaining, while sector-level bargaining is not
associated with relatively higher pay on average (Figure 3.7). This is not surprising as
firm-level negotiations can often only raise wages relative to sector-level agreements. The
differences in wages may also signal higher productivity in companies with firm-level
bargaining. The results are in line with a large body of the literature which finds that
sector-level bargaining is not linked with higher wages on average — see Dell’ Aringa and
Lucifora (19943¢)), Hartog, Leuven and Teulings (2002(371), Rycx (2003357) and Cardoso
and Portugal (200539)). The variation for sector-level bargaining across countries is large,
with a positive premium in some countries and a negative one in others. By contrast,
wages of workers covered by firm-level agreements are higher than those of uncovered
workers in all countries except Latvia. In countries with low collective bargaining
coverage, wage inequality can thus rise as firm-level bargaining expands to include more
workers, even if wage dispersion is smaller among workers covered by firm-level
bargaining than among those who are not.
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Figure 3.6. Accounting for the differences in wage dispersion with and without collective
bargaining

Change in the ratio of the 9™ to the 1* earnings decile relative to employees not covered by collective
bargaining (adjusted for composition), 2014
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Note: Results are based on Juhn-Murphy-Pierce decompositions using workers without a collective agreement
as the reference group and controlling for gender, age, educational attainment, industry, occupation, firm size,
type of contract and job tenure. Data are from 2012-16, depending on the country (2006 for Germany). For
countries with three bargaining types, data are available for firm- and sector-level bargaining and no
collective bargaining. For countries with two bargaining types, data are available for firm-level bargaining
and no collective bargaining. “Sector-level bargaining” for Australia refers to the use of Modern Awards (see
Box 3.5). A proper sector-level bargaining does not exist in Australia.

Source: OECD calculations based on the European Structure of Earnings Survey (SES) for European
countries, the Household, Income and Labour Dynamics survey (HILDA) for Australia, the Labour Force
Survey (LFS) for Canada, the Korean Labor and Income Panel Study (KLIPS) for Korea, the Encuesta
Nacional de Ocupacion y Empleo (ENOE) for Mexico and the Current Population Survey Merged Outgoing
Rotation Group (CPS MORG) for the United States.

StatLink Sw=m http://dx.doi.org/10.1787/888933778079

3.3.4. Collective bargaining and wage-productivity misalignment

The analysis above has shown that collective bargaining tends to be associated with lower
wage dispersion. The stronger wage compression with collective bargaining may reflect a
more pronounced misalignment of wages with a firm’s or sector’s productivity, because
centralisation or co-ordination of negotiations makes pay in part determined by factors
other than the firm or sector. In this sense, lower wage flexibility at the sub-national level
and lower wage dispersion could be seen as two sides of the same coin.?

The extent to which wages in a particular firm or sector correspond to the productivity in
the firm or sector can be estimated with available data. By comparing countries with one
another, the analysis that follows provides suggestive evidence that wages tend to be less
aligned with labour productivity in countries where collective bargaining institutions have
a more important role.?!

OECD EMPLOYMENT OUTLOOK 2018 © OECD 2018


http://dx.doi.org/10.1787/888933778079

92 | 3. THE ROLE OF COLLECTIVE BARGAINING SYSTEMS FOR GOOD LABOUR MARKET PERFORMANCE

Figure 3.7. Wage premium by level of collective bargaining

Composition-adjusted difference in average wages relative to no collective bargaining, 2014
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Note: Results are based on Juhn-Murphy-Pierce decompositions using workers without a collective agreement
as the reference group and controlling for gender, age, educational attainment, industry, occupation, firm size,
type of contract and job tenure. Data are from 2012-16, depending on the country (2006 for Germany).
“Sector-level bargaining” for Australia refers to the use of Modern Awards (see Box 3.5). A proper
sector-level bargaining does not exist in Australia.

Source: OECD calculations based on the European Structure of Earnings Survey (SES) for European
countries, the Household, Income and Labour Dynamics survey (HILDA) for Australia, the Labour Force
Survey (LFS) for Canada, the Korean Labor and Income Panel Study (KLIPS) for Korea, the Encuesta
Nacional de Ocupacion y Empleo (ENOE) for Mexico and the Current Population Survey Merged Outgoing
Rotation Group (CPS MORG) for the United States.

StatLink Sisr http://dx.doi.org/10.1787/888933778098

The analysis relies on insights using sector-level data, examining the correlation between
wages and productivity across sectors. Sector-level data have the advantage that they
cover the same number of units (i.e. sectors) for many countries over a long period of
time. They are available for 27 OECD countries (plus Lithuania) from 1980 to 2014,
covering 24 sectors. Box 3.2 describes the estimation approach.

Countries show marked differences in the degree to which wages and productivity are
aligned for different sectors (Figure 3.8).2 The correlation is relatively high in many
Eastern European countries (the Czech Republic, Estonia, Hungary, Latvia, Lithuania and
Poland). It is also high in Korea, Portugal, Spain and the United Kingdom. By contrast,
misalignments of wages with productivity appear to be strong in some Nordic countries
(Denmark, Finland, Norway and Sweden), as well as Belgium, Greece, Luxembourg and
Slovenia.
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Box 3.2. Empirical approach to estimate the role of collective bargaining for
wage-productivity alignment

The alignment of wages with productivity is estimated through the strength of the
correlation of the hourly wage rate with hourly labour productivity. The baseline
regression uses sector-level data and is as follows:

log(Wsct) = ﬁclog(LPsct) + et + Eget-

If wages, wq., and labour productivity, LPs.;, are positively correlated across sectors in
country ¢, B, > 0. The inclusion of the country-year fixed effects, a.;, ensures
comparing sector s; in a given country and year to other sectors in the same country and
year. When investigating the relative roles of wage co-ordination, centralisation and
bargaining coverage, productivity is interacted with indicators for co-ordination,
centralisation and bargaining coverage.

The approach comes down to studying the role of collective bargaining for the
distribution across sectors of the labour share, i.e. the share of value added going to
workers. Pak and Schwellnus (forthcoming4;) use sector-level data to study the role of,
among others, collective bargaining for the size of the labour share.

Figure 3.8. Elasticity of wages with respect to productivity across sectors: Country estimates
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Note: Results are based on Ordinary Least Squares (OLS) regressions of the log hourly wage on log hourly
labour productivity across sectors. The regressions include country-year dummies. Co-ordination is classified
as high for a country if in the majority of the years in the sample it is classified as high.

Source: OECD  estimates based on OECD  Annual  National  Accounts  Database,
http://dx.doi.org/10.1787/data-00727-en, completed with OECD Structural Analysis (STAN) Database,
http://dx.doi.org/10.1787/data-00649-en, EU-level analysis of capital, labour, energy, materials and service
inputs data (EU-KLEMS) and Institutional Characteristics of Trade Unions, Wage Setting, State Intervention
and Social Pacts (ICTWSS) database, http://uva-aias.net/en/ictwss.

StatlLink Si=m http://dx.doi.org/10.1787/888933778117
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Several features of collective bargaining could affect the flexibility of firms in a sector to
set wages in line with sector-level productivity. Possibly the most natural candidate is
wage co-ordination across sectors, which actively seeks to limit differences in pay across
sectors by establishing some cross-sectoral wage norm for the purposes of collective
bargaining. This is borne out in the data. Wages and productivity at the sector level are
more aligned in countries without co-ordination in wage-setting. The difference is stark:
On average across countries, the elasticity of wages with respect to productivity is
0.26 without and 0.16 with cross-sector wage co-ordination. This means that if
productivity is 10% higher in some sector than another, wages tend to be 2.6% higher in
this sector in non-co-ordination countries and 1.6% higher in co-ordination countries.*

Wage co-ordination is correlated with other features of collective bargaining such as
coverage rates and the degree of centralisation. Centralisation may matter for
wage-productivity alignments because in industries with stronger trade unions workers
may appropriate a greater share of the production surplus. Coverage may matter since
without coverage wage co-ordination and centralisation have no role. Moreover, in
countries with no explicit wage co-ordination but high coverage and centralised
bargaining, negotiations in one sector may nevertheless serve as an implicit benchmark
for others. Thus, some cross-sector co-ordination can happen even if co-ordination is not
institutionalised.

Sectoral wages are set less in line with sectoral productivity in systems with cross-sector
wage co-ordination, even when differences in coverage rates are accounted, or controlled,
for (Figure 3.9). As coverage rates tend to be higher in countries with wage co-ordination,
taking account of this reduces the difference in the wage-productivity correlation between
countries with and without co-ordination. Centralisation, too, is found to be related with a
weaker alignment between wages and productivity across sectors — see (OECD, 2018}217)
for the full regression results.

Co-ordination, collective bargaining coverage and centralisation jointly predict lower
wage-productivity alignment. The empirical evidence, which is based on cross-country
comparisons, is not enough for proving that such features of collective bargaining are the
driving, or causal, factors behind the differences across countries in wage-productivity
alignments. It is nonetheless suggestive that collective bargaining has an important role
for how wages in a sector correspond to sector performance.

The analysis in this subsection has focused on sector-level data. In related work, and in
line with the results in this section, Berlingieri, Blanchenay and Criscuolo (201717)
show, based on harmonised micro-aggregated firm-level data covering many countries,
that trade union density and co-ordination in wage-setting tend to be associated with a
lower dispersion of average wages across firms and a weaker link between productivity
and average wage dispersion across firms in the same sector.

This section has used data on actual wages in different sectors in the economy. Typically,
however, collective bargaining sets negotiated wages which may depart from actual
wages. In the euro area, negotiated wages have grown at a lower rate since 2000 than
actual wages and labour productivity (Box 3.3). Negotiated wages have tended to follow
productivity only with a considerable lag, which appears to have induced a misalignment
of wage and productivity growth rates at the macroeconomic level in the short run.
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Figure 3.9. Elasticity of wages with respect to productivity across sectors: The role of
collective bargaining

A. Wage co-ordination across sectors B. Collective bargaining coverage
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Note: Results are based on Ordinary Least Squares (OLS) regressions of the log hourly wage on log hourly
labour productivity across sectors. The regressions include country-year dummies and interactions of log
productivity with wage co-ordination dummies and collective bargaining coverage. Low, medium and high
collective bargaining coverage are defined by the averages for the bottom third, middle third and top third in
the distribution of coverage rates in the sample.

Source:  OECD  estimates based on OECD  Annual  National  Accounts  Database,
http://dx.doi.org/10.1787/data-00727-en, completed with OECD Structural Analysis (STAN) Database,
http://dx.doi.org/10.1787/data-00649-en, EU-level analysis of capital, labour, energy, materials and service
inputs data (EU-KLEMS), and Institutional Characteristics of Trade Unions, Wage Setting, State Intervention
and Social Pacts (ICTWSS) database, http://uva-aias.net/en/ictwss.

StatLink Sw=r http://dx.doi.org/10.1787/888933778136

Overall, in countries where wage co-ordination has an important role or wages are more
centralised at the sector level, the correlation of wages with productivity at the
sub-national level is weaker. This suggests that wage co-ordination “works”, in the sense
that it co-ordinates wages, and by partially delinking wages from productivity may end up
in a less dispersed wage distribution. Centralisation and co-ordination may also affect
how wages can respond to individual firm performance. In the longer term, such
delinking of wages from productivity could have potentially important implications for
productivity growth. It could reduce incentives for workers to innovate, work hard and
move to a better-paid job. However, stronger misalignments of wages from productivity
do not need to have such negative effects; for example, they may even increase
innovation incentives, if firms would reap the full benefits of productivity gains. Box 3.4
summarises the existing literature on collective bargaining and productivity. It also
provides exploratory evidence that certain forms of sector-level bargaining may come at
the expense of lower productivity growth within sectors.
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Box 3.3. Negotiated wages in euro area countries

Analyses on wage developments and collective bargaining almost exclusively
focus on actual wages. However, collective agreements usually define contractual
wages which in most countries apply only to a subset of workers. Actual wages
also reflect the trends among non-covered workers as well as supplements at the
company, plant or individual level (such as bonus or overtime pay). The
difference between the actual wage outcome and the negotiated wage is generally
referred to as the “wage drift”, i.e. the movement of wages above the negotiated
floor.

Data on negotiated wages are not easily available and when available not easily
comparable. The European Central Bank (ECB) provides “experimental” statistics
on the evolution of negotiated wages for the euro area as a whole (European
Central Bank, 200244),>* while the Collectively Agreed Wages In Europe
(CAWIE) database developed by the European network of Trade Union related
Research Institutes (TURI) provides the underlying national statistics.?> Similar
data are also collected and published by Eurofound (20173;). Figure 3.10 shows
the trends in negotiated wages, actual wages and labour productivity in real terms
for the euro area as a whole from 2000 to 2016 using the ECB data. The aggregate
data show that, on average, negotiated wage growth has been relatively limited, or
at least well below productivity growth both before and after the crisis. Actual
wage growth exceeded negotiated wage growth but remained below productivity
growth, reducing the labour share. Only during 2008-09 negotiated (and actual)
wage growth increased above productivity growth due to the unexpected
deflationary shock of the crisis and the staggering of collective agreements.
Staggering refers to the inability to renegotiate agreements signed under more
favourable economic conditions, which can amplify the aggregate shock, as
shown by Diez-Catalan and Villanueva (201544)) for Spain.

Country-specific data (OECD, 201821;) show that in all countries (except in Italy,
as a result of dismal productivity growth, not “excessive” wage increases)
negotiated wages have grown in line with, or often less than, labour productivity
growth, apart from 2008-09. Interestingly, negotiated wages in the Netherlands
have barely moved since 2000 — in fact, negotiated wages in the Netherlands are
practically unchanged since the 1970s in real terms (de Beer and Keune,
2017451) — but thanks to a sizeable wage drift actual wages have grown in line
with productivity. By contrast, in Germany actual wages have grown considerably
less than productivity and less than negotiated wages, showing a negative “wage
drift”. This unique trend of negative wage drift (at least among the European
countries for which data are available) means that actual wages are not bound by
negotiated wages, which is probably the result of decreasing bargaining coverage
in Germany and the use of opening clauses which allow companies to deviate
from sector-level agreements (Schulten, 20134)).
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Figure 3.10. Negotiated wages in the euro area

Base 100 in 2000
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Source: OECD calculations based on European Central Bank, Indicator of negotiated wage rates,
https://sdw.ecb.europa.eu/browse.do?node=9691595, and Eurostat National Accounts data.
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3.4. The role of workplace representation for the quality of the working
environment

While the interest of past work on collective bargaining has to a large extent focused on
its role as a “wage-setting institution”, much of the content of collective agreements is
dedicated to non-wage working conditions, such as employment protection, working
time, health and safety, training and social protection. This section provides some
empirical evidence on the role of employee representation at the workplace for the quality
of the working environment as defined by the OECD/G20 Job Quality Framework
(OECD, 201447)).

At least since the seminal book “What do unions do?” by Freeman and Medoff (1984 43)),
trade unions and collective bargaining are seen not only as institutional means for
articulating and pressing demands for higher wages, but also as vehicles for collective
communication and exchange between workers and their employers. Unions can
influence job quality directly (by negotiating non-wage working conditions in collective
agreements) or indirectly (by providing workers with a platform to voice their concerns
and requests).
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Box 3.4. Collective bargaining and productivity growth

How does collective bargaining influence productivity? Theory suggests that effects
could go either way. On the one hand, collective bargaining can increase aggregate
productivity by setting higher wage floors (and making it more difficult to cut costs
through lower wages) which may force unproductive firms to exit the market (Braun,
201149). More rigid wages may also increase the incentives of the firms’ owners to
innovate, as they would reap the full benefits of productivity gains — see Acemoglu and
Pischke (1999;s0) and Haucap and Wey (2004;s17). Other ways through which collective
bargaining could promote productivity growth are higher “efficiency” wages, better
non-wage working conditions and the possibility for workers to voice concerns.

On the other hand, a more compressed wage structure may reduce the incentives to work
hard and move to a more productive firm, harming firm productivity and the efficient
reallocation of workers. Union power could also allow workers appropriating the benefits
of investments by employers, giving rise to the so-called “hold-up” problem (Malcomson,
1997;s27) and reducing investment incentives for firms. Further, limitations to adjustments
in the organisation of work (such as in working time, shifts or leave) could lower
productivity. Finally, decentralisation of bargaining may promote productivity through a
more frequent use of incentive schemes (such as performance pay).

The empirical literature has examined quite extensively the role of union coverage for
productivity. According to a meta-analysis (Doucouliagos, Freeman and Laroche,
2017;s31), the evidence overall suggests that union coverage increases productivity in
non-manufacturing industries, but not in manufacturing industries. Some papers studied
empirically the relevance of collective bargaining for the “hold-up” problem and
investment, with inconclusive results overall. Card, Devicienti and Maida (2014s4)),
using matched employer-employee data from Italy’s Veneto region, obtain little evidence
of hold-up. Based on sector-level data for OECD countries, Cardullo, Conti and Sulis
(2015;55)) find that union coverage reduces investment in sunk-capital-intensive industries
relative to others.

The results in this section suggest that certain collective bargaining systems can be
associated with stronger misalignments of pay and productivity, with possible
consequences for productivity growth. However, few papers have directly studied the role
of different features of bargaining systems, such as centralisation or co-ordination, for
productivity, in part due to lack of suitable data. Andreasson (2017ss)) finds that in
Sweden companies for which wage-setting is more decentralised have higher value added
per employee and higher productivity. Similarly, Garnero, Rycx and Terraz (2018;s7))
obtain a positive link between decentralised bargaining and productivity, using Belgian
firm-level data. For developing countries, Lamarche (2013(s3;; 2015(50;) argues that
firm- instead of sector-level agreements could yield productivity gains. However, Hibbs
and Locking (2000;60;) document that decentralisation in Sweden in the 1980s reduced
aggregate productivity growth by slowing down the exit of inefficient firms. Taking the
evidence from these papers together, decentralisation appears to improve firm
productivity, while it may slow down the cleansing effect of higher wages and therefore,
due to composition effects, not translate in higher aggregate productivity growth.

To study the links of centralisation and co-ordination with productivity growth, the
following variant of the sector-level approach by Rajan and Zingales (1998s17) is used.
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The premise is that collective bargaining reforms tend to affect sectors more where
collective bargaining coverage is high and therefore productivity growth in these sectors
should be affected more. The estimating equation is:

PGy, = f;Coverage,, X Centralisation., + f8,Coverages. X Coordination.; + Ps;_1 + e + Ve + Esce-

The dependent variable, PGy, indicates productivity growth in sector s, country ¢ and
year t. The lagged level of productivity, Ps.;_1, accounts for convergence. Regressions
are run for total factor and labour productivity. Estimation of the coefficients of interest,
B, requires variation in coverage across sectors and centralisation or co-ordination across
time. This is the case for seven countries with available data: Austria, Denmark, Finland,
France, Germany, the Netherlands and Spain.

Centralisation is linked with lower productivity growth, both for total factor and labour
productivity —the full set of empirical results is available in OECD (201821y).
Productivity growth is higher in high compared with low coverage sectors when
collective bargaining is more decentralised. No association is estimated for wage
co-ordination. The estimation, which relies on sector comparisons, does not readily allow
conclusions on aggregate productivity growth. It also does not rule out issues of
endogeneity, despite relying only on within-country variation. Yet, the results suggest
that centralised bargaining may come at the expense of lower productivity growth,
although analysis beyond these empirical explorations is needed to examine the links
between bargaining regimes and productivity further.

The literature has focused mostly on job satisfaction, in particular to understand the
apparent puzzle highlighted by Freeman and Medoff of a negative correlation between
job satisfaction and unionisation. Ensuing studies confirmed this negative link but came
to the conclusion that it is a selection rather than a causal effect — see Doucouliagos,
Freeman and Laroche (2017s3;) who review 59 studies on the topic. People enter a union
because they are less satisfied; it is not unions that make them unhappy: poor job quality
and bad management are strongly linked with the desire for union representation in the
United Kingdom and the United States (Bryson and Freeman, 2013s;). Moreover, as
Bryson and Green (201563;) note, by offering employees an opportunity to address poor
job quality via bargaining and worker voice, dissatisfied union employees are less likely
to quit than dissatisfied non-union employees — see also Box 4.6 in OECD (2017[17). On
the other hand, relatively little is known about the role of unions and collective bargaining
for intrinsic measures of job quality. Green and Whitfield (2009(64]) find that employees
in workplaces with recognised unions are more likely to say that they have no time to
complete tasks and are less likely to agree that they have influence over the pace of work
and how tasks are done. Bryson and Green (2015(¢3;) argue that unionised jobs are subject
to lower task discretion but higher skill use and increased exposure to a learning
requirement.

The analysis in this section takes advantage of the information provided by the European
Working Conditions Survey for 25 OECD countries (plus Lithuania) to study the link
between the presence of a recognised form of employee representation (trade union,
works council or similar committee representing employees) and the quality of the
working environment, one of the three dimensions of the OECD/G20 Job Quality
Framework. The quality of the working environment captures non-economic aspects of
jobs, including the nature and content of the work performed, working-time arrangements
and workplace relationships. It is measured as the incidence of job strain, which occurs
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when workers face high job demands with low job resources. The job demands
considered are: 1) physical demands; ii) work intensity; and iii) inflexibility of working
hours; while job resources consist of: i) task discretion and autonomy; ii) training; and
iii) perceived opportunity for career advancement.

The results show that the presence of a recognised form of employee representation, on
average, is associated with lower job strain and hence a better quality of the working
environment (Figure 3.11). In particular, the effect is the result of a negative link between
the presence of a recognised form of employee representation and the intensity of the
work (working long hours) and a positive correlation with the number of days spent in
training over the last 12 months and the perceived prospects for career advancement. No
significant link is found with the physical demands (the probability of carrying or moving
heavy loads), the inflexibility of working hours and task discretion. These regressions
control for age, education, gender, temporary contract, occupation, tenure, establishment
size, industry and country dummies. The industry dummies ensure that the results are not
driven by the working environment being of better quality in highly unionised sectors,
independent of employee representation.

Although not necessarily providing causal evidence, these results suggest that employee
representation at the workplace can play a significant role in improving job quality, in
particular by reducing work intensity and increasing training opportunities and prospects
for career advancement. Indeed, in all countries, even those where sector-level
agreements still play a prominent role, bargaining and consultation at the workplace level
are key to voice workers’ concern and find viable and pragmatic solutions to improve the
quality of the working environment. These results also confirm the importance of looking
at collective bargaining beyond its role as a “wage-setting institution”. Nevertheless,
more research in this area is needed and subsequent OECD work will analyse the role of
collective bargaining for job quality in further detail.

3.5. Balancing inclusiveness and flexibility in collective bargaining systems

The future of collective bargaining, its relevance and function, will depend on how it will
adapt to changing labour market conditions. Social partners and governments should aim
to reap the benefits of collective bargaining for employment and inclusiveness while
avoiding that collective bargaining becomes a straitjacket, by ensuring that firms are able
to adjust wages and working time when their business situation requires it.

This chapter has put forward new evidence based on a range of data sources (country-,
sector-, firm- and worker-level data) that suggests that, to a certain extent, collective
bargaining has historically meant a trade-off between inclusiveness and flexibility. In
countries and periods when collective bargaining was not confined to firm-level
bargaining (or simply absent), wage inequality has been lower and employment,
including of vulnerable groups, has been higher. Wage co-ordination can also have the
benefit of strengthening the resilience of the economy against business-cycle downturns
(OECD, 2017;13). This chapter and the literature, however, have also provided evidence
that more centralised bargaining at the sector or national level may come at the cost of
reduced flexibility to adjust pay and working conditions in line with business conditions
for the individual sector or firm, with potentially adverse implications for productivity.
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Figure 3.11. Employee representation is linked with a higher-quality work environment
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This section discusses possible pathways going forward, through the combined use of
tools that help promote inclusiveness (Section 3.5.1) and tools that help promote
flexibility (Section 3.5.2). Inclusiveness in this context is to a large extent about being
represented; hence, a strong emphasis is placed on broad-based collective bargaining and
social dialogue. Flexibility can be attained in many ways, but the challenge is to nest it
within systems that deliver broad-based coverage. Organised decentralisation (which
leaves space for firm-level agreements to set the terms of employment within a broader
framework of sector-level agreements), high levels of representation at the local level and
wage co-ordination across sectors are among the elements that hold most promise to
effectively balance inclusiveness with flexibility.

3.5.1. Promoting broad-based collective bargaining and social dialogue

Broad-based employer and employee organisations tend to be the best way for
countries to attain high collective bargaining coverage

For collective bargaining to have meaningful macroeconomic effects, it needs to involve
and cover a large share of workers and companies. Well-organised social partners —
unions and employer organisations with a broad support base — are often the condition for
attaining high coverage. Declining coverage rates in several countries have reduced the
potential role of collective bargaining for promoting earnings equality and social
cohesion. In countries where coverage has held up but trade union density has declined,
questions about the legitimacy and representativeness of trade unions are sometimes
raised.

Currently, the union membership rate is above 50% only in OECD countries with the
so-called “Ghent system”, i.e. where union-affiliated institutions administer

OECD EMPLOYMENT OUTLOOK 2018 © OECD 2018


http://dx.doi.org/10.1787/888933778174

102 | 3. THE ROLE OF COLLECTIVE BARGAINING SYSTEMS FOR GOOD LABOUR MARKET PERFORMANCE

unemployment benefits (Denmark, Finland, Iceland, Sweden and partly Belgium), and in
Norway. However, even the Ghent system has been gradually eroded through the
development of private insurance funds (OECD, 2017[j). The use of administrative
extensions and erga omnes clauses that extend collective agreements to non-unionised
workers and non-covered companies may have weakened the incentives to join a union
(as non-union members enjoy the same rights as union members). Several countries use
fiscal incentives to promote trade union membership. Norway, for instance, subsidises
union membership through tax breaks. Barth, Bryson and Dale-Olsen (2017¢s;) show that
the increase in the generosity of the subsidy from 7% of the average membership fee in
2001 to 21% in 2012 was important for slowing the decline in trade union density. Other
examples are Sweden, which has just reintroduced a subsidy for union members that had
been abolished in 2007, and Finland, where union membership fees and employer
confederation fees are tax-deductible.

Affiliation to employer organisations is significantly higher (50% on average) and has
been quite stable over the last few decades, in contrast to the strong decline in union
membership. An extreme case is Austria where membership to the sectoral branch of the
chamber of commerce (Wirtschaftskammer Osterreich or WKO) in each region
(Bundesland) is compulsory for all companies. Sector-level agreements signed at the
regional or in some cases national level therefore necessarily cover all firms in the sector,
obviating the potential need of formal extension measures by the government. Studying
the trends in 13 European countries, Brandl and Lehr (2016 ) argue that employer
organisations have been able to remain relatively strong by adapting their organisational
structures and activities to the changing needs of businesses. Moreover, the use of
administrative extensions of collective agreements in many countries strengthens the
incentives for membership to employer organisations since the terms of agreements also
apply to non-members (whose objectives may be different to those of members).

Even in countries where company-level bargaining plays a significant role, it is often
mostly confined to large and medium-sized enterprises. To extend social dialogue to all
segments of society, some governments have tried to promote social dialogue in small
firms. One example is the 2017 labour market reform in France. This introduced the
possibility for companies with less than 20 employees to have a company-level
agreement even in the absence of a union delegate, provided at least two-thirds of
employees support the agreement. It also allowed companies with 20 to 50 employees to
negotiate with an elected representative even if not explicitly mandated by the unions.
Unions fear that these initiatives to promote social dialogue in small businesses will in
fact lead to abuses by employers who have stronger bargaining power than employees.
However, in France the role of firm-level bargaining remains quite tightly defined by
sector-level agreements which, very often (at least until the 2017 reform), explicitly block
renegotiations and derogations at the firm level on most topics. Another example comes
from Italy, where the government in 2017 increased tax incentives to promote
negotiations on performance-related pay and welfare provisions at the firm level with the
stated aim of extending firm-level bargaining also to medium and small firms and
strengthen the link between productivity and wage increases at the firm level (D’ Amuri
and NiZZi, 2017[67]).

The rise of non-standard and new forms of work represents a major challenge for
collective bargaining systems. The meaning of “employer”, “employee” and “place of
work” becomes increasingly blurred, impeding the ways in which employers and
employees have negotiated traditionally. Unions are making efforts to reach out to

workers in new forms of work.?® Non-union labour movements to defend workers’
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interests are also emerging.?’ Technology and social media help workers organise by
facilitating building communities and engaging in protests, boycotts and petitions.
Moreover, direct forms of voice such as regular meetings, team briefings and
problem-solving groups may contribute to fill in for unions and representative bodies
(Bryson, Forth and George, 201263j; Bryson et al., 201769)).

Such alternative forms of collective organisation are a tool for preserving some form of
workers’ voice at times of rapid changes to work relationships. But these new bodies are
often not entitled or may not even want to engage in direct negotiations with employers.
Hence, some employers fear that these alternative forms of organisation represent a threat
to the traditional forms of collective bargaining that have been based on negotiations and
industrial peace. Moreover, some restrictions to worker and employer organisation may
come from labour and competition laws which are often based on traditional concepts of
“employer” and “employee”. For instance, in the case of platform workers, but also of the
self-employed more generally, a key challenge is that bargaining collectively on wages
would be against the traditional interpretation of competition rules which tend to consider
them as “undertakings” (Daskalova, 2017[70)). This highlights the importance of legal
reform to clarify the scope for collective bargaining and support the emergence of new
forms of social dialogue.

Extensions can be an alternative to support wide coverage of collective
agreements when social partners are weak, but have to be well regulated

In the absence of broad-based social partners, another way of making collective
bargaining coverage more inclusive is through the use of administrative extensions. These
extend the coverage of collective agreements beyond the members of the signatory unions
and employer organisations to all workers and firms in a sector. Extensions level the
playing field across firms in a sector and reduce the burden associated with lengthy and
detailed negotiations, which can be particularly relevant for small firms. In addition, they
support the sustainability of “public goods”, including sectoral training and mobility
schemes funded by collective agreements. However, extensions can also have downsides,
as they may be used as a tool for unfair competition and harm the economic prospects of
those not represented at the negotiation table, such as start-ups, small firms or vulnerable
workers — see Haucap, Pauly and Wey (200171;), Magruder (2012(7,)) and Hijzen and
Martins (2016;73)).

To avoid or minimise the potential negative effects, it is important that the parties
negotiating the agreement represent the interests of a wide range of firms and workers
and leave some “escape valves” for specific cases. This can be achieved by requiring
reasonable representativeness criteria and a meaningful test of public interest, while
establishing well-defined procedures for exemptions and opt-outs in case of serious
economic hardship (OECD, 201717).%

As discussed above, extensions may weaken incentives for trade union membership. This,
in turn, may have adverse consequences for the quality of labour relations but also make
it harder to introduce more flexibility in the system through the use of decentralised
organisation (see Section 3.5.2). Extensions therefore can play a useful role for ensuring
that all employees in a sector are covered but do not provide a one-to-one substitute for
collective organisation.

Extensions of collective agreements can only be used in countries with some form of
sector-level agreements. The case of Australia, where a government body determines
minimum standards for each sector, represents an alternative approach for ensuring basic
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terms of employment among all firms in a sector (Box 3.5). The main challenge of this
system is the difficulty to establish appropriate sectoral standards, as this presupposes
detailed knowledge of the sector which may often require a strong involvement of the
social partners.

3.5.2. Ensuring that collective bargaining systems are able to respond to
changing and unexpected challenges

Collective bargaining and social dialogue should also support strong economic outcomes,
which may require ensuring that working conditions are sufficiently well-aligned with
economic conditions. This can be achieved by allowing some degree of flexibility at the
firm or worker level or through the use of mechanisms to co-ordinate bargaining
outcomes across sectors and firms with a focus on macroeconomic performance.
Moreover, social partners can play a key role in supporting job transitions and ensuring
that workers are equipped with the skills needed.

Leaving more scope for company-level bargaining does not require disavowing
sector-level bargaining

Debates on collective bargaining have largely focused on the level of negotiation. The
introduction of flexibility in predominantly sector-level systems has therefore often been
considered as requiring a shift from sector- to firm-level bargaining. While such a shift
would indeed provide more flexibility to firms, it may also induce a decline in coverage,
undermining the inclusiveness of the system.?” However, experiences from a number of
countries show that less radical options, typically referred to under the heading of
“organised decentralisation” (Traxler, 1995[74)), are available. These have the advantage
of preserving sector-level bargaining, while enabling a closer link between productivity
and working conditions at the firm level.

Organised decentralisation occurs within the framework provided by sector-level
agreements, while explicitly allowing elements of working conditions and work
organisation to be negotiated or determined at the company or even worker level under
certain conditions through specific procedures. In principle, the sector-level framework
should preserve collective bargaining coverage and give firms and workers more freedom
to set working conditions. Decentralisation usually takes place through company
collective agreements with trade unions, but in some cases also through agreements by
the management with non-union worker representatives (such as works councils) or
individual employees. For Traxler (1995(74), who coined the term, organised
decentralisation stands in contrast to “disorganised decentralisation”, a system where
firm-level agreements entirely replace sector-level agreements and many workers are left
without representation.

Organised decentralisation can take several forms — see Ibsen and Keune (forthcomings;)
for more details. In a first model, sector-level agreements provide a general framework
but leave room for lower-level agreements to tailor the terms of employment. This
approach is thus predicated on multi-level bargaining and strong local representation (or
extensions) and can be found in Denmark, Norway and Sweden, for instance. In these
countries, the favourability principle is not set in the law but entirely left to the bargaining
parties who decide whether and in which case it applies.
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Box 3.5. An alternative to sector-level bargaining? The case of Modern Awards in Australia

Australia' does not have sector-level bargaining, but a form of industry- or
occupation-wide regulations, so-called Modern Awards, which set industry-specific wage
floors that vary by skill level. While some 36% of employees are covered directly by
collective agreements, another 23% are covered by awards only. That is, around
three-fifths of employees have wages that are not determined by the employer and the
individual employee but instead either through collective bargaining or an external
regulator. This is well above the average rate of collective bargaining coverage across the
OECD. The system has been in place for several decades and a similar organisational
arrangement was in place in New Zealand until 1991.

Awards in Australia set sectoral minimum wages that vary according to the skill level of
the job, with provisions for night and weekend premiums (“penalty rates”), overtime pay,
working time and other dimensions of working conditions. A Modern Award covers a
whole industry in most states and territories (some states have retained their workplace
relations practices). Australia also has a “national minimum wage”, but this is usually
fixed at the lowest rate in any award and adjusted every year at the same time as the rest
of the award pay structure.

Awards are set by a federal tribunal, the Fair Work Commission, whose members are
chosen by the government and selected among employer bodies, unions, lawyers and
government officials. Unions and employers make submissions on the content of Modern
Awards and then the Fair Work Commission decides. The Commission is also tasked
with revising, after consultations, wage rates (recently every four years). Outside these
reviews, the relationship between awards is quite stable and award wage increases in one
industry rarely outpace, or fall behind, those in other industries.

With the support of employees, employers can deviate from the terms set in the awards,
in particular those relating to working hours, through specified processes, but workers
should still be better off overall. Mechanisms exist to adjust to temporary, special
circumstances, but these are not widely used.

Modern Awards do not represent a form of sector-level bargaining, but they create a set
of industry-specific skill-varying wage floors which, while significantly different, can be
compared with the use of administrative extensions in countries with sector-level
bargaining.

Note:

1. This box has been prepared in collaboration with David Peetz (Griffith University).

In this first form of organised decentralisation, sector-level agreements can take the
following forms or a mix of them:

o Minimum agreements.: They set minimum standards but leave the setting of actual
wages and working conditions up to company agreements, with the condition that
they respect the minimum standards.

o  Corridor agreements: They set the boundaries (minimum and maximum) between
which the terms of employment in company-level agreements can be set.
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e Default agreements: They set wages and working conditions, but these come only
into force in case local parties do not find an agreement. Hence, company
agreements can also set wages and working conditions below the default levels.

o Figureless agreements: They contain no wage standards which are entirely left to
the company level.

In practice, few “pure” agreements exist, as even default agreements may include some
common standards.

Sector-level agreements can also allow for a different type of decentralisation where
working conditions are not set by a company agreement but by individual workers. Such
a-la-carte arrangements offer individuals the option to exchange, within predefined
limits, wages, working time and free time. In some cases, company-level agreements
introduce this option for the workforce (“mandated a-la-carte”). In others, this is done in
the sector-level agreement, regardless of a company-level agreement (“‘un-mandated”).
A-la-carte arrangements tend to be important in the Netherlands where the scope for
bargaining at the firm in addition to the sector level tends to be limited beyond certain
industries and larger firms, given relatively low levels of local representation (Visser,
2016¢76)).

In a second model of organised decentralisation, notably present in Germany and Austria,
sector-level agreements set the standard terms of employment and allow for exceptions to
the favourability principle via opt-out or derogation clauses. These clauses, often also
known as competition, hardship or opening clauses, allow company-level agreements to
deviate downwards from wages and working conditions set in a sector-level agreement.
Traditionally, such clauses were intended to apply to companies in serious economic
problems for a temporary time period under predefined conditions.*® Since 2004 in
Germany, opening clauses have been used more generally by companies to reduce labour
costs. Some clauses allow companies to postpone or cancel parts of the sector-level
agreement, notably wage increases, depending on the type or economic situation of the
company.

In Germany, opening clauses are usually contingent upon an initial agreement between
the signatory social partners in the industry or region. There is some leeway in designing
the clause, in terms of what substantive issues it includes (wages, working time,
employment guarantees, etc.) and under what conditions and according to which
procedures the derogation can be made. According to Schulten and Bispinck (201777)),
company-level parties (management and works council) usually make a joint application
to the signatory parties at the sector level which take the final decision. It is, however,
also possible to derogate the final decision-making competence to the company-level
parties. According to a recent study (Amlinger and Bispinck, 2016(7), derogation
agreements concern mainly working time (14% of all companies covered by a collective
agreement), wages (10%), allowances (10%), annual bonuses (10%) and apprenticeship
pay (3%). The clauses in sectoral agreements mainly define the rules and conditions
under which the derogation can be made, in particular:

e Companies have to disclose their financial information to justify a derogation.

e Parties at the company and industry level need to have the time to scrutinise the
company’s financial status and the measures taken.

e The duration of the derogation should be limited to ensure terms and conditions
will return to the standards in the sectoral agreement.
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e Derogations are conditional on the safeguarding of jobs or investment plans to
make the company more viable.

In addition to these bi-partite procedures, unions have instated their own procedural
requirements to avoid that derogations are agreed between local parties without workers
getting something in exchange. According to Haipeter and Lehndorff (201479;) and
Schulten and Bispinck (201777;), such internal union procedures have helped ensure a
controlled use of opt-outs. Baccaro and Benassi (2017(s07) are less optimistic, as control
through internal procedures is only strong in some sectors, notably metalworking where
unions are still strong locally. In the German retail sector, by contrast, decentralisation
has been less “organised”, since unions and works councils are less prevalent and
employers have rather opted for non-binding membership to the employer association or
no membership at all. With limited use of extensions, this has led to a substantial decrease
in bargaining coverage.

Although strict conditions on the use of opening clauses help ensure that the
decentralisation process remains organised, they may also severely diminish their role.
Where opening clauses exist, opt-outs are mostly used by large firms which are not
necessarily those most in need. Small firms are often not able to make use of derogations
and opt-out clauses because they lack the capacity or worker representation. In a possibly
extreme, but not totally unlikely scenario, opt-outs with very strict conditions may
become an anti-competitive tool: Large firms could first negotiate relatively generous
conditions in sector-level agreements and then opt out to improve the terms in their
favour, leaving competitors to bear the brunt of the generous terms they negotiated
(OECD, 2017p17).3!

Overall, organised decentralisation appears to be able to increase the flexibility of the
system, at least to some extent, without being accompanied by a substantial decline in the
number of workers being represented. This is the case in countries where well-regulated
extensions help attain high collective bargaining coverage (as in the Netherlands), where
membership of trade unions is high (as in the Nordic countries) and where employer
association density is high (as in Austria). In Germany, the introduction of opening
clauses has been accompanied by a reduced use of extensions and a decline in bargaining
coverage. Special forms of membership with the employer association (so-called Ohne
Tarifbindung-Mitgliedschaft), which do not bind companies to collective agreements,
have added to the disengagement of employers from bargaining. The experience of
Germany exemplifies the difficulty of organised decentralisation in a context where the
degree of local representation is relatively weak. In such a context, the scope for opt-out
is limited for some firms, increasing incentives for disengaging from employer
associations altogether, contributing to the decline in collective bargaining coverage. In
the end, decentralisation in Germany represents a combination of organised and
disorganised elements, as Visser (2016(7)) and Oberfichtner and Schnabel (2017317) also
noted.

Several countries, especially in Southern Europe in the wake of the euro area crisis,
introduced reforms to increase the flexibility of their collective bargaining systems along
the lines of the German model. Examples are Spain (OECD, 2014s2;), Portugal (OECD,
2017;s37) and, to a different extent, Greece (OECD, 2018341). Special attention should be
paid in the coming years to a careful evaluation of the introduction of opening clauses in
countries which did not have them and their possible interaction with other elements of
the collective bargaining system. The absence of strong worker representation at the local
level in the form of unions or works councils limits the scope of such reforms and may
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increase incentives for firms to leave an employer association in the absence of
extensions or to opt for less organised forms of collective bargaining.

Wage co-ordination can strengthen flexibility to macroeconomic conditions

OECD (2012(15;) and OECD (2017}17) have found that wage co-ordination across sectors
can contribute to labour market resilience in the aftermath of an economic downturn
thanks to greater flexibility in earnings (i.e. working time and wages) and better
employment outcomes based on wage moderation. The new evidence reported in
Section 3.2 on the link between collective bargaining systems and employment
provides further support for these results.

Co-ordination works either by having sector- or firm-level agreements following the
guidelines fixed by peak-level organisations or a social pact or by identifying a leading
sector (or group of companies) which sets the mark for others to follow (“pattern
bargaining”).

Guidelines by peak-level organisations define norms or objectives that should be
followed when bargaining at lower levels. They are present in several countries but they
tend to be binding only in countries where peak-level unions or employer organisations
are relatively strong and centralised (in the Nordic countries and to a significantly lower
extent in France and Italy).

A social pact is a peak-level deal over a comprehensive policy package that is
negotiated between the government, trade unions and employer organisations. By
bringing all parties to the same table at the national level, it helps devising a widely
shared response, especially in the case of macroeconomic shocks. This therefore
represents a strong form of co-ordination. As argued in OECD (2017;;y), peak-level
co-ordination and social pacts can reduce transaction costs involved in the negotiation
of temporary wage and working-time reductions and make these more acceptable to
workers by ensuring that they are widely shared.

The objective of pattern bargaining is to support macroeconomic performance based on
international competitiveness, both in good and bad times. A concrete example of
pattern bargaining is Sweden, where the tradable sector (mainly manufacturing) sets the
“cost mark” (an increase in the wage bill for that year), looking at productivity and
wage developments in other countries. The cost mark represents a reference ceiling for
the other sectors. In this case, the role of firm-level bargaining is mainly called to
decide on the distribution of wage increases within the firm (with exceptions).? Pattern
bargaining, in different forms, is also present in Austria, Denmark, Germany, Japan, the
Netherlands and Norway.

A precondition for a well-functioning co-ordination of wage bargaining is to have
strong and representative employer and employee organisations. Wage co-ordination
requires a high level of trust in and between the social partners and the availability of
objective and shared information on the labour market situation. Enforcing maximum
wage targets is not straightforward, especially if some non-tradable sectors can afford
more than the agreed “cost mark”. Ibsen (2016ss;) highlights the role of mediation
bodies for the functioning of pattern bargaining in Denmark and Sweden. In Denmark,
the mediation institution can call for the approval of all agreements into one
majoritarian union ballot, which effectively forces potential defectors into the
agreement. In Sweden, the mediation process works rather through persuasion and
naming and shaming. Conversely, the lack of effective mediation bodies is considered
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as one of the reasons behind the decline of pattern bargaining in Germany. The unique
degree of self-regulation by the social partners makes co-ordination fundamentally
different from centralisation which is commonly written in laws or regulations.

A further consideration is that the share of manufacturing in total employment and GDP
has been decreasing in most countries, putting into question its role as leading sector in
pattern bargaining and the sustainability of co-ordination through pattern bargaining in
the future. In the Swedish context, the Labour Market Policy Council highlighted that,
if this situation were to persist, there is a risk of a collapse of the current co-ordination
system (Arbetsmarknadsekonomiska radet, 2017s¢)). This could make it more difficult
to secure wage moderation. One way to prevent this may be to take account of
productivity and price developments in all tradeable sectors beyond just manufacturing
when setting the “cost mark”.3

All in all, co-ordination remains a unique tool to strengthen the resilience of the labour
market and increase the inclusiveness of collective bargaining, while safeguarding the
competitiveness of the national economy. However, co-ordination not only requires
strong social partners at national and local levels, but it also faces increasing challenges
to remain effective in a changing economic structure.

Social partners can play an important role in supporting transitions and
strengthening the adaptability of the labour market

In several countries, social partners play an important role in supporting workers who
move from one job to another, a role that may be particularly important during times of
structural change due to globalisation and digitalisation. Chapter4 in this
Employment Outlook discusses in detail the role of public policies and social partners in
managing labour market transitions. It presents, for example, the case of Job Security
Councils in Sweden which are jointly owned by employer organisations and unions
(i.e. the government has no role) and play a key role in case of plant closures and other
mass layoffs. Similarly, Austria’s Outplacement Labour Foundations offer assistance,
guidance, reskilling, practical training and direct help to workers who have been
dismissed for economic reasons. But in addition they provide extended unemployment
insurance, especially to workers in most need. Austria also has In-placement Labour
Foundations which are more forward-looking, helping companies obtain qualified
personnel in case of shortage.

In some countries with sector-level bargaining, unions and employer organisations
collaborate to invest in the skills of the workforce. In the Netherlands, for example, the
sectoral training and development O&O funds (Opleidings- en Ontwikkelingsfonds) are
social partner initiatives that are financed primarily through a payroll levy fixed in
collective agreements. They provide learning possibilities to workers to keep them
“up-to-date” and ready to find new jobs in the future. Constant exchanges between the
social partners allow O&O funds to anticipate skill needs. However, even these models
face challenges and need to be adapted to the new world of work. For instance, the
sectoral structure of the O&O funds could become less relevant in a world where
job-to-job transitions may take place increasingly across sectors.

3.6. Concluding remarks

Collective bargaining systems are at a crossroads in many OECD countries.
Technological and organisational change, global competition and a trend towards
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decentralisation of bargaining through reforms in the 1990s and during the global
financial crisis have affected the role of unions and employer organisations and reduced
the scope of collective bargaining.

This chapter has shed new light on the role that collective bargaining can play for good
labour market performance. By using a mix of available cross-country micro- and
macro-data, it has provided evidence on the role of collective bargaining for employment,
wages, working conditions, inequality and productivity. The results show that
co-ordinated collective bargaining systems are associated with higher employment, lower
unemployment, a better integration of vulnerable groups and less wage inequality than
fully decentralised systems. Previous evidence also showed that these systems help
strengthen the resilience of the economy against business-cycle downturns.
Uncoordinated centralised systems hold an intermediate position, performing similarly in
terms of unemployment to fully decentralised systems, but sharing many of the positive
effects on other outcomes with co-ordinated systems. However, centralised systems may
reduce the flexibility of firms to adjust pay and working conditions in line with
business-cycle conditions and hamper reallocation across firms and sectors, with
potentially adverse implications for productivity.

The world of work is changing rapidly, with workers increasingly having different jobs
and even careers over their working life and holding more than one job at the same time.
In this context, it is necessary to rethink the role of collective organisation and collective
action. These changes to the world of work are especially challenging for social dialogue
and collective bargaining which, more than other labour market institutions, are deeply
embedded in the social fabric of each country and based on decades of practices and
traditions. However, a comparison with countries facing similar challenges can provide
useful inspiration to policy-makers, trade unions and employer organisations who are
considering how to adapt their systems.
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Notes

'See OECD (2017[17) for a detailed portrait of trends in membership in trade union and employer
organisations as well as collective bargaining coverage in OECD countries over the past three
decades.

2 In “efficient bargaining” models, employers and unions bargain jointly over wages and
employment in a way that maximises the surplus after deduction of their outside options.

3 Recent evidence from the United States suggests that monopsony power may be higher than
previously thought — see Azar, Marinescu and Steinbaum (2017;103) and Benmelech, Bergman and
Kim (20181017)-

* See Hijzen, Martins and Parlevliet (201893)) for a detailed comparative analysis of the collective
bargaining systems in these two countries.

> For OECD countries, Freeman (1988s)) found no effect of unionisation on unemployment,
while Nickell (1997s9;) and Nickell and Layard (199990)) found a positive correlation.
Scarpetta (1996(ss)) suggested that a high unionisation rate tends to reinforce the persistence of
unemployment. Other papers exploited policy reforms in particular countries to study the
relationship of unionisation with employment: Blanchflower and Freeman (1993123)) used the
Thatcher reforms in the United Kingdom, finding no effect on unemployment and the probability
of leaving unemployment. Maloney (1997192]), by contrast, found that the reform in New Zealand
that led to a sharp reduction in unionisation caused a significant increase in employment.

® Erga omnes (literally in Latin, “towards everybody”) refers to the extension of agreements to all
workers in the same firm, not only the members of signatory unions. £rga omnes differs from the
administrative extension of a collective agreement which refers to the extension of a collective
agreement at the sector level to workers in firms which have not signed the agreement or are not
affiliated to an employer organisation which signed the agreement.

7 Nickell and Layard (19999()), for instance, find a positive effect of coverage on unemployment
and a negative one on employment, while Baker et al. (2005}102)) find insignificant effects. At the
OECD-level, de Serres and Murtin (2014100)) find that bargaining coverage, especially if larger
than union coverage, can lead to rigid adjustments in wages and may be detrimental to
employment. Several studies have also used the difference between bargaining coverage and trade
union density, the so-called “excess bargaining coverage”, to study the effect of administrative
extensions, while in fact this measure mixes erga omnes clauses and administrative extensions. For
example, Murtin, de Serres and Hijzen (201491}) study the interaction of extensions and the tax
wedge and find a negative effect of the tax wedge on unemployment in countries with higher
“excess coverage”. Gal and Theising (201594) find a negative effect of “excess coverage” on
employment, but the effect appears to be driven by Germany, New Zealand and Spain. Egert and
Gal (2017977) also find that higher “excess coverage” is associated with lower employment rates.

8 Corporatism is a “system of social organisation that has at its base the grouping of men according
to their community of their natural interests and social functions, and as true and proper organs of
the state they direct and co-ordinate labour and capital in matters of common interest” (Cameron,
19847).

% In the original Jobs Strategy, centralised or co-ordinated bargaining arrangements were viewed
more positively than sector-level bargaining but not explicitly supported. While countries with
such systems typically managed to sustain relatively high employment levels, the empirical
evidence based on country panels was judged to be weak. Moreover, strong employment
performance in those countries reflected, to an important extent, developments in the public rather
than the private sector. More fundamentally, the ability to foster fully centralised bargaining
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systems or systems that are effectively co-ordinated so as to promote resilience and contain wage
spirals was put in doubt.

10 The Reassessed Jobs Strategy also acknowledged that collective bargaining arrangements are
deeply embedded in countries’ social fabric and this was seen as the main reason why so little
progress was made since the original Jobs Study of 1994.

' However, it is not clear whether the result by Boeri (2014p0)) is driven by the “two-tier”
structure of the system or the lack of wage co-ordination in those countries that have a two-tier
structure.

12 Classifying countries in these categories of collective bargaining systems necessarily comes with
some simplification. The detailed discussion in OECD (201717) should thus be kept in mind when
comparing and assessing the functioning of the different bargaining systems across countries.

13 1n the Employment Outlook 2017 (OECD, 2017[17), Spain and Switzerland were mentioned in an
intermediate group between the predominantly centralised and organised decentralised ones. The
number of observations between 1980 and 2015 for such an intermediate group is, however, too
small for it to be used for econometric purposes.

14 The ICTWSS database is available at http://www.uva-aias.net/en/ictwss.

15 To avoid a reduction in the sample size, missing values among control variables have been
redefined at zero and dummies for missing observations have been included among the controls.

16 Separately controlling for the degrees of centralisation and co-ordination delivers qualitatively
similar results (OECD, 20182)): Centralisation is associated with lower employment rates
(although the relationship is not monotonic as it becomes weaker for extreme forms of
centralisation) and not related with the unemployment rate. Wage co-ordination is linked with
higher employment rates and lower unemployment rates.

7 While decreasing wage inequality among full-time workers, collective bargaining may increase
earnings inequality between full-time employees and other workers, in the spirit of an
insider-outsider model. Since the data in this analysis are based on hourly wages of full-time
workers, they cannot be used to study effects on overall earnings inequality among all workers.

'8 For European countries, the bargaining variable that is reported in the data is a characteristic that
is associated with the firm, not the individual. Hence, all workers in one firm are classified in the
same way, whether or not this type of bargaining applies to every single worker in the firm. The
data only indicate the agreement that is the most relevant, even if both a sector- and a firm-level
agreement are in place. For a few other countries, even if the variable is not missing, there is no
within-country variation in the data, and the data are therefore not used.

19 Compared with an OLS regression that includes one or two collective bargaining dummies, the
Juhn-Murphy-Pierce (JMP) decomposition has the advantage that it nests all the different parts of
the analysis in this section. The alternative to the JMP decomposition would be to employ
reweighting methods, such as those popularised by DiNardo, Fortin and Lemieux (1996(9s;). These
reweighting methods are, however, especially sensitive to the problem of lack of common support,
i.e. characteristics being common in one collective bargaining scheme, but not in another. For this
reason, they cannot be used in this context.

20 Misalignment of wages and productivity may come at an efficiency cost, in particular weaker
productivity growth. The possible link between efficiency, wage-productivity alignment and wage
dispersion gives collective bargaining, potentially, a central role in the productivity-inequality
nexus — see OECD (2016;104)) and OECD (2016y1067)-

2!'In a frictionless economy, wages in one sector should equal marginal productivity in this sector.
The analysis uses average rather than marginal productivity, as marginal productivity is more
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difficult to measure. With a standard Cobb-Douglas production function, marginal productivity
equals average productivity. In practice, however, the parameters of the production function may
not be constant across sectors, competition may be imperfect and the distribution of sectoral wages
may not be aligned with that of average productivity also for reasons that have nothing to do with
collective bargaining (e.g. because of differences in capital intensity across sectors and over time;
see, for example, Chapter 2).

22 The analysis of cross-sector correlations controls for the level of aggregate productivity in the
economy through country fixed effects.

23 When annual growth rates of wages and productivity are analysed instead of their levels, the
results are similar. With growth rates capturing more short-run adjustments, this suggests that
collective bargaining may influence the way wages are set both in the short and longer term.

24 The euro area aggregate statistics are based on non-harmonised data for ten countries which
include all larger countries and cover more than 95% of the euro area (Schulten, 20134¢)). The
ECB labels as “experimental” those data for which compromises in terms of harmonisation,
coverage and methodological soundness of the source data have to be made.

25 For a methodological note on CAWIE data, see Van Gyes and Vandekerckhove (2015(s7)); for
policy analyses, see Schulten (20134)) and Delahaie, Vandekerckhove and Vincent (201599)).
Compared to the discussion in this chapter, Schulten (201346)) also examines sectoral
developments of negotiated wages but does not find clear patterns across European countries.

26 In Germany, the metalworkers’ union IG Metall opened itself to self-employed members in 2016
and set up a website http://faircrowd.work/, which allows platform workers to connect to one
another, rate platforms and join the trade union. IG Metall also established an ombudsman office
to settle disputes among crowd workers, clients and platforms by mutual out-of-court agreement.
Unions in several other countries have taken similar initiatives.

27 Worker centers in the United States are one example (Fine, 2006(96)): They are non-profit
community-based organisations, not unions. This allows them to keep more freedom to engage in
collective action and boycotts and to reduce the amount of bureaucracy they are subject to and
opens opportunities to alternative sources of funding (including foundations and governments).
Worker centers engage in advocacy and aim to improve working conditions through policy change
rather than bargaining. Another model is co-operatives which organise self-employed workers and
provide a range of services to them. One example of this is SMart, a co-operative originally set up
to support artists in Belgium, but now offering services to other atypical workers and operating in
nine countries. SMart provides the self-employed with a wide range of services, including: help
with invoicing and the declaration of income; getting paid as an employee (and therefore gaining
access to social protection); debt collection; salary advancement (through a mutual guarantee
fund); and the provision of training and co-working spaces.

28 See pages 140-145 of the Employment Outlook 2017 (OECD, 2017;1)) for a detailed discussion
of the pros and cons of the different options and OECD (2017[107)) for an application in the context
of France, where extensions up to the recent reform used to be semi-automatic.

2 Last year’s Employment Outlook (OECD, 2017}1;) showed that in Europe the proportion of
workers covered by shop stewards, worker representatives, works councils or other forms of
employee representation in the workplace is lower in countries where firm-level bargaining
dominates. By contrast, representation tends to be high in multi-level systems characterised by
complementarity between sector- and firm-level agreements.

30 A special type of opening clauses concerns the short-time working scheme Kurzarbeit which
allows companies in times of economic crisis to put part of their workforce temporarily on
unemployment benefits. These measures are meant to preserve valuable personnel for a company
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in crisis. It differs from the “normal” opening clauses in that generally the government has a key
role in these measures, since it regulates the use of unemployment benefits.

31'In a few other countries (including France — at least until the 2017 reform —, Italy and Portugal),
company-level bargaining plays a sometimes significant role, but either due to a strict application
of the favourability principle or the practice of social partners to “lock” the content of sector-level
agreements, firm-level agreements can only improve the standards set at the national or sector
level. In principle, these two-tier structures could still allow balancing high coverage,
macroeconomic stability and some margins of adjustment at the firm level. Indeed, the main
advantage of such a system is that it does not rely on local representation in small or less
productive firms. However, Boeri (201420)) argues that these regimes “combine the rigidity in pay
of centralised systems with a lack of consideration of macroeconomic constraints” (Boeri, 2014,
p- 171207). This may be because those who can afford more favourable agreements at the company
level impose generous working conditions on others through their involvement in the negotiation
of sector-level agreements. But it could also reflect the absence in those countries of a proper
system of wage co-ordination which has been proven to be key for macroeconomic flexibility
(OECD, 20171y).

32 For example, during the bargaining round in 2016 the “cost mark” was set at about 2.5% but
assistant nurses received an agreed wage raise of about 3.5%. All social partners agreed on this
exception due to many years of comparatively small wage increases for assistant nurses despite
labour shortages in their profession.

33 The IMF (2017}105)) in its Article IV review for Sweden called on social partners to find ways to
make wages more responsive to Swedish conditions at both the macroeconomic and sector level.
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Chapter 4. Back to work: Lessons from nine country case studies of policies
to assist displaced workers

This chapter analyses how best labour market programmes can reduce the costs borne by
workers who lose their jobs due to business closings or other economic reasons
(“displaced workers”). The chapter shows that a considerable number of workers are
displaced every year and that many in this group — especially older workers in
blue-collar jobs — experience large earnings losses due to both long periods out of work
and re-employment at a lower wage. The chapter draws upon detailed case studies of
policies to assist displaced workers in nine OECD countries and provides many examples
of the effective use of active labour market policies and unemployment benefits to ensure
that the labour market adjustment costs inherent to a dynamic economy are kept as low
as possible and that these costs are not unfairly concentrated on the displaced workers
who have the most limited job mobility.

The statistical data for Israel are supplied by and under the responsibility of the relevant Israeli authorities.
The use of such data by the OECD is without prejudice to the status of the Golan Heights, East Jerusalem and
Israeli settlements in the West Bank under the terms of international law.
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Key findings

A dynamic economy requires a fluid labour market in which workers are continually
moving from shrinking to growing firms. Indeed, labour reallocation is an integral part of
the “creative destruction” process that underlies economic growth and rising living
standards. A considerable number of workers who lose their jobs to economic
change (“displaced workers”) nevertheless experience significant income losses and other
hardships, and these costs need to be kept as low as possible if the net benefits of growth
are to be maximised and shared in an equitable manner. One way that governments can
reduce the costs of labour market restructuring is by improving the re-employment
assistance and income support that labour market programmes provide to displaced
workers. This chapter discusses how best that can be achieved, highlighting the general
policy lessons from the OECD’s Back to Work reviews of nine countries which analysed
policies to improve the re-employment prospects of displaced workers. The chapter first
examines the scale of job displacement and the labour market problems encountered by
those affected:

e Job displacement — defined as a permanent economic dismissal affecting a worker
who has at least one year of job tenure — is quite common. Between 1% and 7% of
the workforce is displaced annually, implying a significant probability that a
typical worker will experience displacement one or more times during her
working life. Nonetheless, job displacement accounts for only a modest share of
all job separations, many of which are voluntarily initiated by the worker.

e A considerable number of displaced workers find a suitable new job rapidly, but
the majority experience significant losses of income and potentially would benefit
from re-employment assistance and income support. Income losses are
particularly large during the period of joblessness that immediately follows
displacement in the majority of cases. In certain countries earnings can fall by up
to 50% on the year of dismissal and remain up to 10% below pre-displacement
years even four years after being laid-off. However, income losses can continue
after displaced workers are re-employed, because wages in post-displacement jobs
are often lower than those from the lost jobs. The risks of long-term joblessness
and large earnings losses after re-employment are particularly significant for older
and long-tenure workers in blue-collar jobs.

e Displaced workers find new jobs much more rapidly in some countries than in
others. Whereas nearly 90% are re-employed within a year in Finland and
Sweden, the corresponding figure for France and Portugal is about 30%. The
earnings losses of displaced workers also vary considerably across the countries
analysed. These differences suggest that national labour market policies and
institutions can have a significant impact on the adjustment costs borne by
displaced workers.

e The costs faced by displaced workers are also highly variable within the same
country. The re-employment and retraining support offered to each worker
therefore needs to be calibrated to reflect individual needs. However, these needs
may be difficult to assess in a timely manner in practice.

e There is a surprising scarcity of rigorous evaluation evidence concerning what
works for displaced workers. Additional evaluations of the effectiveness of the
different policy options that are discussed here would be very helpful.
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When feasible, proactive actions can play some useful role in limiting the cost of job
displacement. These can take the form of:

e Preventive measures. There is a potential, albeit limited, role for measures to
prevent layoffs that are not socially efficient, either by effectively taxing layoffs
(e.g. through higher unemployment insurance contributions for employers who lay
off workers or employment protection legislation rules that impose costs on firms
dismissing permanent workers) or by using a short-time work scheme to encourage
employers facing temporary difficulties to preserve jobs that are viable in the long
run. However, a light touch with preventive measures is required, especially as
regards employment protection legislation, so as to preserve efficiency in the
reallocation process and avoid discouraging job creation.

e Early intervention measures. A crucial difference between displaced workers and
most other groups served by the public employment service (PES) is that it is often
possible to initiate re-employment services during the notice period prior to
displacement. Rapid response services, such as setting up a temporary PES office in
a factory that will soon close, facilitate the timely delivery of re-employment
services which can jump-start the adjustment process. These early intervention
services can be quite effective. However, they are not used as widely as would be
desirable, often being limited to workers affected by mass layoffs. In Sweden, the
job security councils that are operated by the social partners demonstrate the
feasibility of offering effective early intervention measures to all displaced workers,
including those affected by individual or small-scale layoffs, when employers and
unions are constructively engaged. It is important to require that employers provide
at least a minimally adequate period of advance notice of layoffs whenever
possible, while ensuring that notified workers be the focus of outreach initiatives by
the PES or be required to register with the PES as soon as they are notified.

An effective national activation strategy to get people into work provides a solid
foundation for promoting rapid the re-employment of displaced workers while a
well-designed unemployment benefits scheme is key to providing adequate income
security. However, policy also needs to take into account of the specific barriers to
re-employment that often confront displaced workers — such as obsolete skills and the
absence of recent job search experience, while also leveraging their advantages — notably
a history of stable employment and strong labour force attachment. Adapting
re-employment and income supports for this group raises issues in a number of areas:

e Active labour market programmes (ALMPs). While all displaced workers should
benefit from prompt access to basic job search services, some will require more
intensive re-employment services or retraining. One key challenge is to identify
this smaller group rapidly and offer them intensive services when these are most
effective, rather than only after a long period of unemployment as is frequently
the case. Two additional challenges are to reduce the often large inequities in the
access of different groups of displaced workers to re-employment help and to
rapidly scale-up re-employment services when there is an upsurge in
displacement, either locally or nationally. Re-employment services for displaced
workers are typically delivered by a combination of general ALMPs and
programmes targeted at this specific group and a pragmatic mix of general and
targeted programmes is ideal. In countries where many displaced workers can
only access unemployment benefits after a long delay (or never), it is important to
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decouple the initiation of contact with the PES and access to re-employment
support from the timing of benefit receipt.

e [ncome support. In most countries with unemployment insurance systems, the
benefit entitlements of displaced workers tend to be relatively high because they
have more stable employment histories than most other unemployed persons.
Nonetheless, benefits only provide compensation for a small proportion of
earnings losses, especially for workers who experience a long spell of
unemployment or become re-employed at a significantly lower wage or in a
part-time job. Providing adequate income support for displaced workers, while
also encouraging rapid re-employment, requires good programme design. For
example, a temporary wage supplement can be offered to displaced workers who
return to work rapidly by accepting a new job at a lower pay level. Much remains
to be learned, however, about how best workers can be insured against the
earnings losses due to displacement while minimising adverse impacts on job
search incentives.

A broader set of policies can contribute to the successful management of labour market
restructuring, including by helping to lower the costs of job displacement, although these
lie beyond the scope of this chapter. Important examples include policies to foster
economic revitalisation in regions that have been hit hard by mass layoffs and an
effective national system to anticipate and meet changing job skill requirements.

Introduction

OECD labour markets are characterised by their dynamism. Each year, more than 20% of
jobs, on average, are created and/or destroyed, and around one-third of all workers are
hired by and/or separate from their employer (OECD, 2009;;). These large job and
worker flows are a reflection of a continuous process of labour reallocation that
contributes to productivity gains and rising living standards. However, high job turnover
is also a source of insecurity for workers, especially those who lose their jobs because
their employer downsizes its workforce or goes out of business altogether, a group that
labour market researchers typically label as “displaced workers”.! An important challenge
facing OECD governments is to nurture labour market dynamism while keeping the
adjustment costs borne by displaced workers as low as possible. This chapter analyses
how labour market programmes can contribute to meeting that policy challenge by
improving the re-employment prospects of displaced workers and compensating them for
part of their lost earnings.

Assisting displaced workers has long been recognised as being an important policy goal
for active and passive labour market programmes. In fact, unemployment
insurance (UI) and the active labour market programmes (ALMPs) that are offered by the
public employment service (or its private subcontractors), such as job placement and
retraining, were developed in large part to assist workers who were laid-off by their
employers in response to changing economic conditions. The vast research literature
analysing the design and operation of such programmes is highly relevant for assessing
how they can assist this group in a cost-effective manner. However, this research rarely
assesses the specific situation of displaced workers, as distinct from that of other
participants of labour market programmes, making it difficult to draw firm conclusions
about which general measures work best for this particular group and whether they also
require special support measures. This limitation is particularly unfortunate at a time of
heightened public concerns about the uneven distribution of the benefits and costs
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associated with rapid economic change. Workers who are displaced due to globalisation,
technological and other structural change figure prominently among the potential victims
of economic restructuring, making it timely to assess how well labour programmes are
meeting the re-employment and income support needs of this group.?

This chapter documents the labour market services currently offered to displaced workers
in OECD countries and assesses how those services could be improved. Policy reforms
that reduce the costs associated with job displacement would bring significant overall
efficiency and equity benefits, for example by helping workers whose jobs are automated
to move quickly into other jobs that make productive use of their skills, while also
helping to maintain support for open, innovative and flexible economies.’

This chapter provides an overview of the main policy lessons that emerged from a
multi-year study of job displacement, and particularly nine country reviews of policies to
assist workers displaced by economic change, which the OECD conducted between 2013
and 2017.* These Back to Work reviews provide new insights into effective policy
approaches in different national contexts, while also highlighting several pitfalls to avoid.
Since this chapter is intended to provide policy lessons that are general enough to apply to
countries that did not participate in the nine reviews, it focuses on issues that arose in the
provision of cost-effective support to displaced workers in most or all of the countries
reviewed.’ The chapter also draws upon relevant experience in other OECD countries and
updates key parts of the cross-country statistical analysis of the incidence and
consequences of job displacement that was originally presented in Chapter 4 of the 2013
issue of this publication (OECD, 2013y .

The remainder of the chapter is organised as follows. Section 4.1 briefly documents the
incidence and consequences of job displacement and situates the labour market policies
that are analysed in detail in this chapter within the broader range of policies affecting
labour market adjustment costs. It also discusses the disappointing paucity of rigorous
evaluation evidence concerning the cost-effectiveness of labour market programmes for
displaced workers. Section 4.2 then analyses policies that either prevent some
displacements or allow the adjustment process to get underway during the notice period.
Section 4.3 looks at ALMPs that are intended to assist displaced workers back into
suitable jobs, including job-search assistance, counselling and retraining. In Section 4.4,
attention turns to unemployment benefits and public and private measures that
compensate displaced workers for at least a part of their lost earnings. A concluding
section briefly recaps the main lessons for policy while also highlighting issues that
require further study.

4.1. The policy challenge

4.1.1. Overview of job displacement and the resulting costs for workers

Much of the public concern about job displacement centres on mass redundancies, such
as when a factory closes or a large firm declares bankruptcy and lays off its entire
workforce. Many case studies of particular mass layoffs have documented the disruption
and economic hardship that result for many of the workers losing their jobs (especially
older, long-tenure workers), their families and often also for the broader community
where they live, due to spill-over effects on the local economy.® A growing number of
econometric studies have confirmed that the costs in higher unemployment and inactivity,
lower wages and poorer health can be large and persistent for workers in local labour
markets that experience a sudden increase in import competition, particularly blue collar
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workers who are initially employed in industries facing that competition (Autor, Dorn and
Hanson, 2016(3)). The evidence from studies of specific mass layoffs and the local
impacts of “the China shock” makes it clear that the cost of plant closings and mass
layoffs can be very high. However, more comprehensive types of evidence are also
required to assess the overall importance of job displacement as a source of insecurity for
workers and the implications for labour market policy.

The OECD has collected harmonised statistics on job displacement in 13 OECD countries
which help to characterise the overall policy challenge related to assisting displaced
workers. These statistics were presented in detail in OECD (2013)). A partially updated
version of these data are now used to provide a brief overview of the incidence and
consequences of job displacement which helps define the policy challenge confronting
labour market programmes intended to assist displaced workers.”

How large is the risk of displacement and who is most affected?

Figure 4.1 shows that the annual incidence of job displacement has ranged from 1% to
7% of dependent (wage and salary) employment since 2003 in the 13 OECD countries for
which harmonised data could be assembled. Unfortunately, the considerable
cross-country differences in the estimated displacement rates are difficult to interpret
because they reflect a combination of real differences in the incidence of displacement
(e.g. due to differences in industry structure or employment protection rules) and
measurement issues related to differences in the underlying data sources and definitions.®
In order to gauge the cyclicality of the displacement rate, the average risk of displacement
is shown separately for three periods: the years preceding the global financial crisis, the
peak crisis years and the early post-crisis recovery period. Not surprisingly, the
displacement rate is counter-cyclical, being highest in almost all countries during the
2009-10 crisis period. Nonetheless, the displacement rate during the pre- and post-crisis
periods was approximately two-thirds that during the crisis, indicating that the majority of
job displacements reflect on-going structural change and the changing competitive
position of different firms, rather than business cycle downturns.’

These displacement rates suggest that a typical worker faces a substantial risk of
experiencing at least one economic layoff over the course of her working life, helping to
explain the political salience of concerns about job displacement.!® Nonetheless, total job
separations considerably exceed the number of workers who are displaced, since many
workers voluntarily quit their jobs each year and it is also quite common for low-tenure
workers on temporary contracts to leave the firm when their contract expires.!! Figure 4.2
shows that total separation rates in OECD countries have ranged from between 9% and
32% in recent years (Panel A), with displacements estimated to account for between
9% and 36% of total separations, in the smaller number of countries where both rates
could be estimated (Panel B).!? In sum, job displacement is not a rare phenomenon and it
is understandable that the threat of displacement looms large in the minds of many
workers, but it also should be borne in mind that these layoffs occur within the context of
high labour turnover which sees approximately one-third of all workers being hired
and/or separated from their employer each year. Nonetheless, since mid-career job
mobility is common and often voluntary, it cannot be assumed that job displacement
necessarily results in large and enduring costs for all workers who experience it.
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Figure 4.1. Between 1% and 7% of workers lose their jobs to economic change every year

Job displacement rates of workers with at least one year of job tenure in selected countries
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Note: Data refer to percentages of employees aged 20-64 who are displaced from one year to the next,
2003-08, 2009-10 and 2011 and later averages. See Table Al.1 in Annex A.1 of OECD (20134)) for details
on the samples and definitions used for each country.

a) Data refer to an average of 2000-04 for Germany, to an average of 2004-08 for France and
the Russian Federation, and for the United States to an average of 2003, 2005 and 2007 for self-defined
displacement, and to an average of 2003-07 for firm-identified displacement.

b) Data refer to 2009 for Korea, Portugal and the United States.

¢) Data refer to an average of 2011-13 for Australia and Japan, to an average of 2011-12 for Denmark,
Finland and Sweden, and to an average of 2011 and 2013 for the United States for self-defined
displacement.

d) Self-defined displacement (using household Panel data): job separations where the reason given for
leaving the previous job is economic reasons (e.g. redundancy, layoff, business slowdown, lack of work,
firm closure, mass dismissal, etc.) or dismissal for cause.

e) Firm-identified displacement (using administrative data): job separations from firms that, from one year
to the next, experience an absolute reduction in employment of five employees or more and a relative
reduction in employment of 30% or more (mass dismissal) or that ceased to operate (firm closure).

Source: OECD (20134]), “Back to Work: Re-employment, Earnings and Skill Use after Job Displacement”

http://www.oecd.org/employment/emp/Backtowork-report.pdf and OECD estimates updated from national

microdata.

StatLink s http://dx.doi.org/10.1787/888933778193

Job displacement affects all types of workers, but some demographic groups face a
greater risk of involuntary job loss than others.”® In most of the countries studied,
displacement rates are higher for both workers in their 20s and older workers
(aged 55-64 years) than for prime-age workers. Workers with less than a secondary
education and those whose jobs require largely manual skills also have above-average
rates of displacement. Men are displaced more often than women in most countries, but
this difference appears to reflect gender differences in the types of jobs held — notably the
over-representation of men in manufacturing, construction and manual occupations rather
than any discrimination against men when it comes to dismissal. Two of the strongest
patterns affecting the incidence of displacement is that lower tenure workers (1-4 years of
job tenure) and employees in smaller firms (10-49 workers) face a significantly elevated
risk of involuntary job loss.
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Figure 4.2. Job displacement is only one (particularly disruptive) form of worker turnover

Total job separation rates and job displacement shares in OECD countries”
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a) The estimates of total separations and displacement that are combined to calculate the displacement share
of total separations are based on different data sources for some of the countries analysed and may not be
fully comparable. Thus, the estimated displacement shares of total separations which are displayed in
Panel B should be considered as providing only an approximate indication of the contribution of
economic dismissals to total separations. The large cross-country differences in this ratio should also be
interpreted with caution since they may reflect measurement biases.

b) Data refer to the difference between the hiring rate and the net employment change.

¢) Unweighted average of the 33 OECD countries shown in Panel A.

d) Data in Panel B refer to percentages of employees aged 20-64 who are displaced from one year to the
next, 2003-08 averages and 2011 and later averages. See Table Al.1 in Annex A.1 of OECD (20134))
for details on the samples and definitions used for each country.

e) Firm-identified displacement for Denmark, Finland, Germany, Portugal, Sweden, the United Kingdom
and the United States. Self-defined displacement for Australia, Canada, France, Korea, Japan and the
United States. For more details about displacement definitions and years referring to countries, see notes
to Figure 4.1.

Source: For separations rates in Panel A: Fujii, M. and R. Kambayashi (201451) “Long-term effects of job
displacement in Japan: A conservative estimate using the Japanese Longitudinal Survey on Employment and
Fertility (LOSEF)”, https://hermes-ir.lib.hit-u.ac.jp/rs/bitstream/10086/26917/1/DP634.pdf, and calculations
using data from the Survey on Employment Trends (ETS) for Japan; and OECD Job Tenure Dataset, a subset
of the OECD Employment Database, www.oecd.org/employment/database for all other OECD countries. For
displacement rates used in Panel B, OECD (20134)), “Back to Work: Re-employment, Earnings and Skill Use
after Job Displacement”, http://www.oecd.org/employment/emp/Backtowork-report.pdf, and OECD
estimates updated from national microdata.

StatlLink Si=m http://dx.doi.org/10.1787/888933778212
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The finding that job displacement disproportionately affects younger and low-tenure
tenure workers, as well as workers employed by smaller firms, suggests that the
experience of many displaced workers may not conform to the worst case scenario where
one or more large employers close creating a situation of persistently high unemployment
in the local labour market, large negative spill-over effects on the local economy and high
adjustment costs for the affected workers, many of whom are long-tenure workers in
declining occupations and sectors. Indeed, the limited evidence available from other data
sources suggests that the majority of displacements are associated with smaller layoff
events that are unlikely to be associated with large negative externalities depressing the
local labour market, but may nonetheless imply significant adjustment costs for the
affected workers:

e The European Restructuring Monitor (ERM) Database provides information
about large restructuring events in European countries since 2002, as compiled by
a network of specialists who monitor various news sources and company
announcements. The number of layoffs captured by this database during 2000-08
can be compared with the number of displacements during the same period as
captured in the OECD data underlying Figure 4.1, albeit only for seven
European countries. In most countries, the mass dismissals captured in the ERM
dataset represent less than 15% of all displacements. Similarly, administrative
data on mass layoffs that were collected by the US Bureau of Labour Statistics
until recently captured only about one-fifth as many layoffs as the Displaced
Worker Survey which collected information on all economic dismissals (OECD,
2005(6)). These comparisons suggest that a large majority of all job displacement
take the form of small to medium scale layoffs, rather than mass layoffs.

e Two household surveys that are designed to provide comprehensive estimates of
job displacement also provide information about whether each displacement
occurred as a result of a business or plant closing. The Displaced Worker Survey
indicates that 37% of all displacements in the United States represented total
closings during 2013-15 (BLS, 2016;7;), while the SHARELIFE data indicate that
48% of the displacements in 13 EU countries represented total closings during
1986-2008 (Andrews and Saia, 2017s;). While these estimates of the shutdown
share of total displacements exceed the estimates of the mass layoff share cited
above, it should be noted that many business closings likely involve small
businesses and thus relatively few workers.

e Even if the majority of displaced workers do not fit the worst case scenario, the
minority who have their working lives upended in such a manner are almost
certainly a sufficiently large group to be of considerable policy concern. It should
also be noted that some workers affected by individual or small scale
displacements may have worked for local subcontractors of a large firm that
closed and, hence, are likely to face particularly difficulties in finding a suitable
new job where they live.

The consequences of displacement for the affected workers

While a considerable number of workers are displaced each year, the implications for
labour market programmes depends crucially on the consequences for the affected
workers; in particular, whether most workers experiencing a displacement are able to find
new jobs quickly that are comparable to the lost jobs or, instead, experience long periods
out of work or significant earnings losses even once re-employed.
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Figure 4.3 presents re-employment rates within 1and 2 years of experiencing an
economic dismissal.'* While some displaced workers return to work relatively rapidly,
many remain jobless for an extended period. Dramatic differences in the speed of
re-employment are also apparent for the 13 OECD countries that are analysed: At one
extreme, only about one in three French and Portuguese workers are re-employed within
one year of displacement, whereas nearly 90% of displaced workers are re-employed
within a year in Finland and Sweden. Countries with low first year re-employment rates
make up some of the ground in the second year following displacement, but international
differences still remain large as regards the probability of returning to work.'
Re-employment rates for the peak crisis years (2009-10) and the early post-crisis
recovery are somewhat lower than the pre-crisis rates, while international differences in
the speed of re-employment remain quite stable across the three periods considered.!®
OECD (2013}2;) shows that re-employment rates in almost all countries are
below-average for women, workers with less than a secondary education and, especially,
for older workers (aged 55-64 years). The time spent out of work after displacement
reflects a combination of unemployment (i.e. active but unsuccessful job search) and
labour force withdrawal and is one of the main sources of lost earnings due to
displacement, particularly in the first year or two following a dismissal.

Figure 4.4 shows regression-based estimates of mean earnings impacts of displacement,
which are inferred from differences between the evolution of the earnings for workers
who are displaced in a given year and a control group of workers who were not displaced
in that year."” In all of the countries analysed, earnings fall during the year of
displacement (DY), sometimes quite sharply (e.g. by nearly 50% in Portugal)."® The
earnings gap created by displacement then declines very substantially during the next
three to four years, albeit without having fully disappeared by the end of the observation
window. These earnings impacts represent the combined effect of the time required to
find a new job, when earnings are zero, and any change in earnings or job stability
between the former and new jobs. A number of national studies of the earnings impact of
displacement have shown that both the time out of work and lower earnings on the
post-displacement job (due to both lower wages and lower hours) make important
contributions to overall earnings losses and that these losses can be large and persistent
for some displaced workers, even if they are modest on average after the first year or
two.!” The negative consequences of displacement are not limited to reduced earnings.
For example, a number of studies have also documented declines in the health status of
workers who are displaced, including an increased incidence of depression,
hospitalisation for alcohol-related conditions and higher mortality, as surveyed by
Bassanini and Caroli (2015(9)).

The mean impact of displacement on earnings, which is presented in Figure 4.4, hides the
very large variation in the costs borne by different workers. Figure 4.5 illustrates the
heterogeneity of displacement costs. Panel A shows that the economic cost of being
displaced tends to increase quite sharply with age, although the age gradient is not equally
steep in all countries. OECD (20134)) provides additional examples of differences in the
average ecarnings impact of displacement that are associated with observable
characteristics, showing that earnings losses generally decline with the level of education,
whereas the size and sign of gender differences in earnings losses vary from country to
country (e.g. the earnings losses following displacement are higher for women than for
men in the United States, but the opposite is true in Finland).
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Figure 4.3. Displaced workers find new jobs much more rapidly in some OECD countries
than in others

Re-employment rates after displacement in selected OECD countries,” 2000-13 percentages
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a) For countries with self-defined definition of job displacement, data refer to workers who lose their job for
economic reasons, due to the end of a temporary contract or for cause. For countries with firm-identified
definition of job displacement, data refer to workers who lose their job due to a mass layoff or firm closure. For
full details of the data sources and methodology, see Table Al.1 in Annex A.1 of OECD (2013 ).

b) Data refer to an average of 2000-08 for Canada, to an average of 2004-08 for France and the
Russian Federation, to an average of 2000-04 for Germany, and to an average of 2004, 2006 and 2008
for the United States. There are no data on re-employment within two years for France and the
United States.

¢) Data refer to 2009 for Korea, Portugal and Sweden, and to 2010 for the United States for self-defined
displacement.

d) Data refer to an average of 2011-13 for Australia and Japan, to an average of 2011-12 for Denmark and
Finland, and to an average of 2012 and 2014 for the United States for self-defined displacement.

Source: OECD (2013[4]), “Back to Work: Re-employment, Earnings and Skill Use after Job Displacement”,

http://www.oecd.org/employment/emp/Backtowork-report.pdf, and OECD estimates updated from national

microdata.

StatLink s http://dx.doi.org/10.1787/888933778231

Panel B of Figure 4.5 zeros in on the impact of displacement on wages once workers have
become re-employed. Based on data that were collected for four of the countries where
policies to assist displaced workers were reviewed, it can be seen that wages on the new
job range from being considerably above those on the old job to much lower. While the
share of (re-employed) displaced workers experiencing wage increases of 10% or more
ranges from 11% in Japan (where the economy was quite stagnant) to 41% in Australia
(where economic growth was strong), the shares experiencing substantial wage reductions
are more uniform: around 30% experienced a wage cut of at least 10% and around 10% a
wage cut of 30% or more.
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Figure 4.4. The depth and persistence of the reduction in earnings following displacement
varies considerably across OECD countries

Average earnings changes before and afier displacement, percentage of pre-displacement earnings
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Note: DY: Displacement year. The estimation sample includes displacements that occur between 2000 and
2005. Pre-displacement earnings are the average earnings in the third year prior to displacement.
See Annex 4.A1 in OECD (20132)) for a full description of the samples, years and definitions used for each
country.

Source: OECD (2013p21), OECD Employment Outlook 2013, http://dx.doi.org/10.1787/empl_outlook-2013-en.

StatLink Si=m http://dx.doi.org/10.1787/888933778250

The estimates presented above reflect relatively short-run wage effects for workers who
found a new job within a year of being displaced. However, a number of national studies
have looked at wage effects after more time has elapsed and a higher share of displaced
workers have found new jobs, generalising the finding that large wage losses are
experienced by a sizeable minority of displaced workers, while also showing that these
losses are quite persistent. A number of these studies have also shown a concentration of
large and persistent earnings losses among older, long-tenure workers, particularly when
they are also blue-collar workers lacking a tertiary education. The pre-displacement
wages of many workers with this profile tend to reflect, in considerable part, returns to
specific human capital that are often lost when these workers are displaced.”® The
polarisation of the labour market in recent years has probably worsened re-employment
prospects for experienced workers losing medium-skill production jobs, since relatively
few new job openings match well with even the more portable skills possessed by this
group (OECD, 2017[10]).

Policy implications

These empirical findings help to define the challenge facing labour market programmes
intended to reduce the adverse consequences of job displacement for workers. In
particular, they confirm that:
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Figure 4.5. The impact of job displacement on earnings is highly variable

A. Average earnings changes before and after displacement by age, selected countries (percentage of pre-displacement earnings)
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B. Dispersion of wage changes for workers re-employed within one year of being displaced, selected countries
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Note: The estimation sample includes displacements that occur between 2000 and 2005. Pre-displacement
earnings are the average earnings in the third year prior to displacement. DY = displacement year. See
Annex 4.A1 in OECD (20132)) for a full description of the samples, years and definitions used for each
country. Data refer to annual earnings for Denmark, Finland and the United States. For Japan, data refer to the
period 2004-12 and workers of 20-64 years of age who were re-employed within one year from displacement
in firms with five or more employees.

Source: Compiled by the OECD Secretariat using data sources described in Annex 4.A1 in OECD (20132),
OECD Employment Outlook 2013, http://dx.doi.org/10.1787/empl_outlook-2013-en for Panel A; and also Japan
Ministry of Health Labour and Welfare, calculations using microdata from the Survey on Employment
Trends for Panel B.

StatLink s http://dx.doi.org/10.1787/888933778269

e Displacement is an important source of unemployment, earnings insecurity and
other types of hardship for workers. Cost-effective measures to reduce the
adjustment costs borne by displaced workers could thus serve important policy
goals.

e The large cross-country differences in the speed of re-employment following
displacement and the size of the earnings losses once re-employed suggest that
well designed labour market policies and institutions may be able to significantly
lower the costs of displacement without undercutting labour market dynamism.
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e Providing effective adjustment assistance to displaced workers is complicated by
the fact that this is a very heterogeneous group in terms of their personal
characteristics and employment histories. Most importantly, the nature and size of
the displacement-related costs that they bear range from large and persistent for
the hardest-hit individuals to virtually non-existent for workers who move quickly
to a new job that is as good as or even better than the lost job. This heterogeneity
suggests that how much and which types of assistance displaced workers require
is likely to be highly variable.

4.1.2. Overview of measures for reducing the costs borne by displaced workers

Table 4.1 provides a taxonomy of the wide range of public and private measures that
potentially can reduce the adjustment costs resulting from job displacement. In particular,
the table differentiates between direct and indirect measures (the table columns), and
general and targeted measures (the table rows). This taxonomy is intended to illustrate the
need to coordinate the labour market measures, which are analysed in detail in this chapter,
with other policies that affect the incidence and consequences of displacement. It also
highlights several important policy design issues and provides a reminder that many of the
policy levers that can be used to lower displacement costs have potentially high efficiency
costs and should be used with care or avoided altogether.

The first column of Table 4.1 provides illustrative examples of the types of direct
measures to assist displaced workers that were the focus of the nine Back to Work country
reviews and which are analysed in the rest of this chapter. Direct measures include the
core active and passive labour market programmes, such as job-search assistance, training
and unemployment benefits. Much of the public re-employment and income support
received by displaced workers is provided by general measures in the sense that these
programmes do not specifically target displaced workers and also serve many other
jobseekers. For example, unemployment benefits and job-search assistance are typically
available to most or all unemployed persons (and, sometimes, to some employed
persons). Targeted measures that are specifically designed to assist displaced workers
also play a role in all nine of the countries that have been reviewed, although their
importance and design show considerable variation from country to country. While
targeted measures have the potential to be tailored to the particular difficulties
encountered by displaced workers, they can also create wasteful duplication of
programmes and inequities in the access to adjustment assistance across jobseekers who
face similar difficulties.

The last two items in the first column of Table 4.1 illustrate the important role that private
actors, particularly employers, can play in limiting the adjustment costs borne by
displaced workers. For example, employers providing workers advance notification of
layoffs improve the chances of these workers to make a smooth transition to another job,
by allowing them to get an early start at searching (or retraining) for a new job. Another
example of employers contributing to a successful adjustment is when they offer
outplacement services to workers they displace, possibly in collaboration with trade
unions. The nine country case studies that this chapter draws upon provide a strong
confirmation of the importance of constructive employer and union engagement in
assisting displaced workers, especially when these private initiatives are effectively
coordinated with public assistance for this group.?! However, they also highlight how
difficult it can be for governments to foster effective employer engagement when it is not
spontaneously offered. Difficult co-ordination issues can also arise between public and
private measures to assist displaced workers. As will be discussed in Sections 4.3 and 4.4,
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one important co-ordination issue is how, if at all, the receipt of severance payments
should affect the access of displaced workers to public unemployment benefits and active
labour market programmes (ALMPs).

Table 4.1. A taxonomy of public and private measures to reduce the labour market
adjustment costs borne by displaced workers

Types

Direct Indirect
of measures
Unemployment insurance (Ul) and other income-replacement benefits ~ Macroeconomic and structural policies conducive to
available to all unemployed workers under common rules. strong growth and high employment.
Active labour market programmes (ALMPs) available to all Framework conditions for efficient reallocation of
unemployed workers under common rules. labour in response to structural change
General (e.g. adjustment-friendly EPL and housing policies
conducive to geographic mobility).
Public insurance schemes against unpaid compensation when Education and training policies that anticipate and
employers declare bankruptcy without making provision to fully meet emerging skill demands.
compensate workers.
Special adjustment assistance or income-replacement benefits Industry redevelopment or rationalisation
available to all displaced workers or to sub-groups of displaced programmes.
workers (e.g. job losers in specific sectors or workers who lost their
job due to a particular natural disaster).
EPL rules regulating economic layoffs, such as requirements for Local economic development policies
Targeted advance notification and severance payments, or rules about which (e.g. geographically targeted tax or hiring subsidies,
workers are selected to be dismissed during a partial layoff. or public-private partnerships to develop new
sources of comparative advantage).
Private outplacement services that employers and/or trade unions Trade policy measures to restrict imports such as
offer to certain displaced workers. tariffs and industry-specific trade safeguards or

anti-dumping measures under WTO rules.

Note: EPL: Employment protection legislation. WTO: World Trade Organization. Several of the policy
options included in the table are not recommended by the OECD because they are likely to do more harm
than good (e.g. overly strict EPL and trade protectionism). They are included because governments have
sometimes made use of these measures to protect workers at risk of displacement.

Many public policies have important, albeit indirect, impacts on how well displaced
workers fare. The second column of Table 4.1 provides a few examples of the large
number of indirect measures that potentially could reduce the adjustment costs borne by
displaced workers. These include: i) macroeconomic and structural policies that are
conducive to high employment and labour mobility; ii) educational and vocational training
policies that improve the overall employability of mid-career workers, including their
capacity to retrain should they experience displacement; iii) local economic development
policies that stimulate job creation in areas affected by mass layoffs and iv) housing
policies that are conducive to geographic mobility. While this chapter does not analyse
these framework conditions in any detail, it should be borne in mind that the direct
measures to assist displaced workers, which are analysed here, are only one component of
the broader policy strategy that is required to manage economic restructuring and its
potentially disruptive impact on workers.?> Consideration of the types of indirect measures
that are sometimes advocated to reduce the costs borne by displaced workers also
highlights the risk that policy responses that undermine economic dynamism, such as trade
protectionism, may be adopted if economically efficient measures to assist displaced
workers are not put in place.?
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Rigorous evaluation evidence on what works for displaced workers is surprisingly
sparse

Much is now known about the effectiveness of different types of active labour market
programmes (ALMPs), thanks to the growing number of rigorous evaluation studies that
have been conducted, particularly in Western Europe and North America (Card, Kluve and
Weber, 2015;113; Kluve, 2010;12). One common finding from these studies is that the
effectiveness of any given type of re-employment support is greater for some groups of
jobseekers than for others, underlining the importance of tailoring the services offered to
each jobseeker to their particular needs. Unfortunately, relatively few evaluation studies
have examined the effectiveness of ALMPs specifically for displaced workers, leaving
considerable uncertainty about how informative existing evaluation results are for
assessing what works for the group that is the focus of this chapter, namely, formerly
stable workers who experience an economic dismissal.?* There is also the added
complication that displaced workers are a very heterogeneous group. For example, the
types of measures that are cost-effective for a younger displaced worker with good
opportunities for labour market mobility are very likely to differ from the types of
assistance that would be most cost-effective for an older long-tenure displaced worker
whose largely manual skills do not match up well with the current structure of labour
demand.

There are a modest number evaluation studies that have estimated programme impacts for
displaced workers and which provide useful information about what works for this group.
However, they are as yet too few to judge whether their findings generalise beyond the
specific programmes and countries that have been studied. Notable examples include:

e The largest number of evaluation studies singling out displaced workers have
been conducted in the United States, where the Federal government has targeted
funding to programmes that serve this group: both the “dislocated worker” track
of the main ALMP funding stream provided by the US Department of Labor and
the Trade Adjustment Assistance (TAA) programme for trade-displaced workers.
Overall, the evaluation results for measures to assist displaced workers have been
very poor and cannot be said to provide consistent evidence that any of the main
types of interventions studied have been cost effective.”” However, there are
several reasons to think that these disappointing results may provide an
excessively pessimistic picture of the potential effectiveness of ALMPs for
displaced workers. First, many of the workers receiving job search, retraining and
other assistance in these evaluation studies had already been unemployed for an
extended period of time before receiving the assistance that was evaluated,
whereas re-employment assistance is likely to be more effective if initiated early
in the unemployment spell or even during the notice period. A second reason is
that the fragmented nature of the US system of labour market programmes and
vocational training means that many members in the control group of “unserved”
displaced workers actually received a similar service from another source, causing
the estimated impact to understate the difference between receiving the service
being evaluated (e.g. retraining) and not receiving it from any source. It is also
possible that the relatively limited re-employment impacts of the active measures
evaluated reflects, in part, how these services generally were not integrated into a
broader activation strategy.?

e OECD (2015p137) highlights key results from several recent evaluations of various
types of ALMP measures that were offered to displaced workers in Canada. Quite
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consistent evidence is found that job-search assistance, targeted wage subsidies
and training all increased post-displacement participation, employment and
earnings, with the benefits from job search assistance and targeted wage subsidies
being larger than those from training. A particularly encouraging result is that
older displaced workers benefited even more from most of these measures than
their younger counterparts. Another important finding is that post-programme
gains in both employment and earnings were larger when the services were
offered more quickly following displacement.

e Several evaluation studies in Europe also suggest that ALMPs can reduce the
costs borne by displaced workers. In France, displaced workers signing a contract
of professional security (contrat de sécurisation professionnelle, frequently
abbreviated as CSP)are able to access more personalised and intensive
re-employment and retraining assistance from the public employment service than
is generally available to unemployment insurance benefit recipients. Evaluations
have confirmed that displaced workers who sign a CSP receive more intensive
assistance than other jobseekers and that this group finds a new job more quickly
— and has a higher probability of finding a relatively stable job — than other
jobseekers with a similar profile who receive the regular PES services,
DARES (2017[14)). A random assignment evaluation of the rapid provision of
intensive counselling and job-search assistance for older jobseekers in
Switzerland showed that these measures significantly increase re-employment for
participants between the ages of 45 and 54 years, but had no effect for participants
age 55 orolder (Arni, 2012[5)). Intensive job-search counselling appeared to
promote re-employment, in part, by convincing displaced workers to adopt more
effective job-search strategies, including more realistic wage targets for the new
job.

Two additional limitations of the ALMP evaluation literature for the purposes of this
chapter, are especially notable. First, few or no studies could be located that evaluate the
effectiveness of several types of re-employment assistance that the Back fo Work country
reviews identified as appearing to be particularly effective. In particular, rigorous
evaluations of early intervention measures, which are the subject of Section 4.2, appear to
be almost completely lacking. Indeed, it is difficult to construct a control group or another
type of counterfactual for workers who benefit from these measures, since they typically
provide re-employment services and counselling to all of the workers affected by a mass
layoff, beginning during the notice period.”” A second limitation is that there appears to
be no evidence about the effectiveness, in terms of speeding up the re-employment of
displaced workers, of the behavioural requirements that many OECD countries include
among the eligibility rules for unemployment benefits.”® It appears plausible that the
subset of displaced workers with the best re-employment opportunities might be
particularly likely to hasten their job search in order to avoid participating in activities
that they would be unlikely to value very highly or finding themselves subject to benefit
sanctions. However, there does not appear to be any evidence about whether this group
really is particularly responsive to the so-called “threat effect” (Filges and Hansen,
201716))-

While it is to be hoped that additional rigorous evaluation evidence on the effectiveness
of different types of labour market measures for displaced workers will be forthcoming,
the more descriptive and qualitative evidence collected in the nine Back to Work country
reviews already provides much useful guidance concerning potentially effective policy
actions to lower displacement costs. The general lessons that emerge are summarised in
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Sections 4.2 to 4.4. It should be borne in mind, however, that many of the policy
approaches that are identified as promising have not been rigorously evaluated.

4.2. Prevention and early intervention measures

One important difference between displaced workers and most other recipients of public
employment services and unemployment benefits is that there is greater scope for
proactive measures in the case of displaced workers. This is particularly true when
employers provide workers and public labour market authorities with a significant
amount of advance notice of layoffs, opening up the possibility of taking actions to save
jobs that are still economically viable or to help workers to begin the adjustment process
before they become unemployed. The columns of Table 4.2 identify the main types of
proactive public policies and private initiatives that potentially can lower the costs borne
by displaced workers, while the rows indicate whether the potential benefits take the form
of avoiding socially-inefficient layoffs or of speeding job search and re-employment for
workers whose jobs are no longer economically viable and thus should not be saved.

Table 4.2. Prevention and early intervention measures for displaced workers: Policy goals
and types of policy measures

Types of measures

Policy goals Employment protection ~ Experience Short-time Private PES early interventions
rules applying to rated financing work outplacement services (especially rapid
permanent workers and  of Ul benefits schemes services (prior to response services for
mass layoffs layoff) mass layoffs)

Prevention: Preserving viable jobs X X X

Early intervention: Minimising X X X

post-displacement adjustment
costs by getting an early start on
finding a new job

Note: X denotes a major policy goal of the indicated policy measure. PES: Public employment service.
UI: Unemployment insurance. Employment protection legislation (EPL) is intended to promote both
prevention and early intervention. The EPL components that are most relevant for prevention include those
that effectively tax employers for displacing workers and certain procedural requirements (e.g. to consult with
workers, unions or public authorities about alternatives to layoffs). EPL requirements for employers to
provide advanced notification of layoffs and outplacement assistance to the affected workers are particularly
relevant for expanding early intervention measures. While EPL can potentially promote prevention and early
intervention, it can also create high efficiency costs.

The main policy measures intended to preserve jobs that pass a social benefit-cost
comparison are those that either: i) effectively tax layoffs (e.g. EPL rules that impose costs
on employers who dismiss permanent workers and the experience rating of
employers’ contributions to the Ul benefit system); or ii) subsidise firms to preserve jobs,
which are viable in the long run, during a short period when the employer has less or no
need for those workers (e.g. short-time work schemes). As regards early intervention
measures that assist displaced workers to get an early start at finding a new job, the types of
assistance that are offered are broadly similar to the ALMPs that public employment offices
provide to unemployed jobseekers. However, there is some customisation of the content
and organisation of the re-employment and retraining services that are delivered to workers
who are still employed but on notice that they soon will be dismissed. Another difference is
that employer-provided assistance plays a larger role at this early stage of the
post-displacement adjustment process, albeit more so in some countries than in others.
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The rest of this section discusses job preservation and early intervention measures in
more detail, focussing on the practical issues that arise in making effective use of these
tools. Good practice examples are provided in both domains, along with several pitfalls to
avoid. In particular, the important limits to the use of both preventive and early
intervention measures is emphasised: Overuse of prevention measures impedes
efficiency-enhancing labour reallocation while trying to provide too much re-employment
assistance prior to displacement can disrupt production, potentially discouraging
employer collaboration in early intervention measures, or wasting resources by providing
costly re-employment services to workers who are able to find a suitable new job on their
own (or largely on their own).

4.2.1. Preventing inefficient layoffs without hampering the creative destruction
process

Standard economic theory suggests that displacement rates would be likely to exceed the
social optimum in the absence of policies that cause employers to take account of the
social externalities associated with layoffs, such as the need to finance the unemployment
benefits that will be paid to workers who are displaced (Blanchard and Tirole,
2008[17)). Employment protection legislation (EPL) is the policy instrument that is most
commonly used to limit overuse of economic dismissals. Mandatory severance payments
and certain procedural requirements (e.g. an obligation to provide re-employment
assistance to workers who are dismissed or to reinstate workers who successfully
challenge their layoff in a labour court) are particularly likely to increase employer-borne
costs associated with job displacement and thus to discourage layoffs when the associated
economic gains for the firm would be quite small in the absence of EPL. However,
experience has shown that EPL needs to be used cautiously because it has often hindered
efficiency-enhancing labour mobility (OECD, 20132)). A particular risk is that EPL
worsens the re-employment prospects of displaced workers and voluntary job changers,
because it causes employers to be more cautious about hiring. A light touch is thus
necessary with employment protection measures, placing the emphasis on provisions,
such as mandatory advance notification, that facilitate prompt access to re-employment
assistance for displaced workers (see the discussion of early interventions measures
below), rather than measures that only make it cumbersome or expensive for employers
to reduce staffing levels through dismissals.

Unemployment insurance (UI) schemes can be structured so as to discourage excessive
layoffs, either through the experience rating of employers’ Ul contributions or through a
short-time work (STW) scheme. Economists have often advocated experience rating as
providing a more efficient instrument for forcing employers to internalise the social costs
of job displacement than EPL, because it operates as a straightforward tax on layoffs that
is tied to an important component of the social costs associated with displacement — see
e.g. Albrecht and Vroman (199913;); Cahuc and Malherbet (2004;19;). Experience rating
has not been widely adopted in practice, but may have considerable potential to
discourage excessive layoffs without impeding desirable labour mobility, either on its
own or in combination with a STW scheme (Cahuc and Nevoux, 2017507).” While the
evaluation evidence for experience rating is largely limited to the United States and
provides mixed results, recent experience suggests that well-designed STW schemes are
able to preserve significant numbers of viable jobs during recessions without creating
large efficiency costs. This potential is illustrated by the effectiveness of the Kurzarbeit
programme in Germany during the 2008-09 global crisis (Boeri and Bruecker, 2011213).
Among the nine countries participating in the Back to Work reviews, the experience of
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Japan following the global financial and economic crisis provides a good example of how
STW can help to preserve jobs during a deep but relatively short recession. In both Japan
and Germany, enrolment in the STW scheme expanded rapidly in 2009, when business
conditions worsened (and many employers may have faced financial constraints making it
difficult to preserve viable jobs), but quickly returned to very low levels as the economy
began to recover. By contrast, enrolment in the Finnish STW programme has remained
quite high in recent years, even during economic expansions, probably because employers
do not bear any of the cost of providing STW benefits.* This appears to be a deliberate
policy choice in Finland, where STW serves, in part, as an implicit subsidy for sectors
where employment is highly seasonal. However, there is a risk that STW may be
overused by Finnish employers, with the result that it ends up subsidising jobs that are no
longer viable and which end, in any case, once the subsidy payments expire.

In sum, there is some potential scope for prevention measures to reduce displacement
costs. However, it is limited and governments need to guard against the danger that
excessive recourse to prevention measures creates high efficiency costs by impeding the
reallocation of workers toward more productive employments. As regards reducing the
costs borne by displaced workers, the main policy focus needs to be on measures to
improve the re-employment outcomes of workers whose jobs are no longer economically
viable, while also compensating them for some part of the earnings losses that cannot be
avoided. Since most of the emphasis should be placed on the promotion of successful job
mobility after displacement, it is important to ensure that re-employment measures are as
effective as possible, including by initiating them as early as possible.

4.2.2. Early intervention measures

Early-career job transitions are usually a source of career advancement (see Chapter 6).
By contrast, mid-career job mobility can be a difficult and time-consuming process,
especially when the job transition is involuntary and it affects long-tenure workers who
have not searched for a job on the external labour market in many years and have a strong
emotional attachment to the type of work they are familiar with. Getting an early start on
making this transition can be advantageous for a number of reasons. Even if the total time
to become re-employed remains unchanged, beginning during the notice period reduces
the amount of time spent out of work and, hence, the earnings losses associated with
displacement.>! However, it may also be possible to speed up the adjustment process and
achieve better outcomes by starting the process before workers become unemployed. For
example, prospective employers may tend to view job applicants who are still employed
more favourably than those who are unemployed and it is well known that the longer a
worker is unemployed the more their labour market prospects tend to deteriorate.

Other advantages to early interventions can be cited, particularly in the case of mass layoffs.
For example, group counselling and job-search orientation activities can be more easily
organised during the notice period, particularly if the employer allows these services to be
delivered at the work site.>? Group activities have two advantages in this context. First, they
make it easier to meet the sudden increase in the local demand for re-employment services
that can easily overwhelm the service capacity of the local PES, especially when all
services are delivered on an individual basis. Group activities can also be more effective in
some cases. Since many of the workers affected by a mass layoff are confronting the same
issues, group activities can be useful psychologically, for example in helping to overcome
the reluctance of many experienced workers in a declining sector or occupation to consider
possible career shifts, while also offering good opportunities to bring workers, who are
about to be displaced, together with potential employers (“job fairs”).
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Apart from the greater emphasis on group activities, the substantive content of the early
intervention measures that are provided by the PES appear to be quite similar to the
re-employment services that are offered to newly registered unemployment benefit
recipients. There is typically a focus on orientation activities, such as informing workers
of the types of assistance that are available to them and how to access them. Another
common focus is to assist workers to develop realistic strategies to find a new job, taking
into account their skills and interests, labour market conditions, and the fact that many of
them lack recent experience in searching for a job. While intensive measures, such as
training, typically do not start during the notice period, considerable attention is often
devoted to documenting workers’ skills and assessing how they align with employment
opportunities in the local and national economy, including whether they should consider
retraining. >

While there is little hard evidence quantifying the advantages of early intervention
measures, the country visits undertaken in connection with the nine Back to Work reviews
made it clear that practitioners believe that the benefits are considerable and they invest a
lot of energy and resources in providing what are sometimes referred to as
“rapid response services”.** However, there is also a lot of variation across
OECD countries in the way that early interventions are organised and the barriers they
encounter in providing timely services to all of the displaced workers who would benefit
from them. While the approach adopted needs to vary depending on national
circumstances, such as how actively social partners participate in assisting displaced
workers, it is nonetheless instructive to consider the main organisational issues that arise
and the strengths and weaknesses of the different approaches that have been used to
address them.

How large a role for employers and unions?

The extent to which employers and unions are actively involved in planning and
providing re-employment services to displaced workers is highly variable (see also
Chapter 3) and can have an important effect on the feasibility and effectiveness of early
interventions, as well as on the most effective way to organise public early intervention
measures. This diversity is best illustrated by considering a few examples:

o The Rapid Re-employment and Training Service (RRTS) in Ontario provides
re-employment services for workers affected by larger scale layoffs, beginning
during the notice period (see Box 4.1 for a more detailed description). It provides
a good example of the public provision of early intervention measures where
Employment Ontario (the provincial PES)plays a leading role, but other
government agencies are also mobilised, notably Ontario’s Ministry of Training,
Colleges and Universities. The RRTS illustrates the importance of adapting the
level and type of service offered to the severity of the layoff and the capacity of
the local employment service providers.>> For example, a temporary office (an
Action Centre) is set up at or near the work site, when a large layoff threatens to
overwhelm local re-employment services.

OECD EMPLOYMENT OUTLOOK 2018 © OECD 2018



144 | 4. BACK TO WORK: LESSIONS FROM NINE COUNTRY CASE STUDIES OF POLICIES TO ASSIST...

Box 4.1. The Rapid Re employment and Training Service in Ontario, Canada

The Rapid Re-employment and Training Service (RRTS) in Ontario provides an
immediate response to large-scale layoffs with the objective of connecting individuals
with Employment Ontario (PES) services to help them regain employment. The level
and type of support offered is tailored to the severity of the layoff and the capacity of
the local employment service providers, which are typically third-party providers, such
as non-profit firms, that the PES has engaged to provide employment services in a
particular locality. The type of RRTS services offered may vary from:

Tier I: If local re-employment services have sufficient capacity to assist the affected
workers, then the RRTS is limited to delivering information sessions and raising
awareness of the employment services available to workers who will lose their jobs.
These sessions may take place at the local Service Canada office (the agency where
workers access Employment Insurance benefits) or by arranging for Employment
Ontario service providers to go on site or extend their hours of operation so that
affected workers can access their services before layoffs occur. Anecdotal evidence
suggests that around 90% of the layoffs are dealt with using Tier 1 service, but these
tend to be the layoffs affecting relatively few workers.

Tier 2: In a situation where nearby Employment Ontario service providers do not have
sufficient capacity to meet demand. Supplementary funding is provided for outreach to
affected workers, sometimes including the establishment of an Action Centre to deal
with large scale closures. Through these Action Centres, displaced workers can access:
1) job-search assistance; ii) financial counselling and personal counselling to deal with
the stress of job loss; iii) individual and group needs assessment; iv) vocational and
educational counselling; and v)referral to programmes of Employment Ontario
including the Second Career programme for older displaced workers. Every laid-off
worker develops an action plan within 15 days of his or her initial assessment and can
access customised training, skills upgrading, job placement and relocation services. In
general, Action Centres should not operate for more than a year.

Tier 3: When displacement occurs on a sufficient scale to have an adverse impact on
the local economy or the community, a larger and a broader inter-ministerial approach
is taken. A local adjustment committee is established, which is led by an independent
chair and is responsible for co-ordinating the implementation of the Service Action
Plan. This plan is put in place within 30 days of the initial response and outlines the
roles of each of the service providers in the community who will be delivering services
to displaced workers. A key component of the process is the development of a
multi-disciplinary Rapid Response Team, which is formed at the local or regional level
to provide timely, focused and integrated training and employment solutions to affected
workers and communities.

Source: OECD (2015(131), Back to Work: Canada — Improving the Re-employment Prospects of Displaced
Workers, http://dx.doi.org/10.1787/9789264233454-en.

o Job Security Councils (JSCs) in Sweden provide an example of re-employment
services for displaced workers, including early interventions, which are provided
by the social partners (i.e. employer federations in close collaboration with union
federations), rather than by the PES or other public actors (see Box 4.2 for a more
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detailed description). The JSCs make productive use of the comparatively long
notice period in Sweden to speed the return to work following displacement and
are probably a key explanation why nearly 90% of workers are re-employed
within a year of being laid-off. This model is particularly successful at extending
early intervention measures to individual and small-scale layoffs. One weakness
of the JSC system is that there is considerable variation in the level of support the
councils provide to different displaced workers.

e Hybrid models that feature a more even mix of public and private actions to
promote successful adjustment can also be found in OECD countries. For
example, the Change Security programme in Finland represents a close
partnership between the PES, employers and unions in managing displacements
(OECD, 2016p22)). Even in countries where the involvement of employers in the
provision of re-employment assistance to displaced workers is not strong in
general, some employers voluntarily provide outplacement services to workers
that they are displacing and these services can represent an important supplement
to the services provided by the PES. For example, (OECD, 201523)) discusses
how large Japanese employers who displace regular workers typically engage
private placement firms to assist the affected workers in their search for a new
job. While there is no legal obligation for employers to provide outplacement
services in Japan, doing so appears to be closely related to the human resources
strategies associated with the “lifetime employment” system, which is
characterised by a strong employer commitment to providing a high level of
employment security to regular workers.*

Can governments foster greater employer engagement?

Since constructive employer engagement is of great value in providing prompt and
effective re-employment assistance to displaced workers, it is important to assess what
governments can do to promote such engagement where it is not already well rooted in
national industrial relations institutions and practices.’” OECD governments make use of
two main policy strategies to foster greater employer engagement than is spontaneously
offered: 1) legal compulsion via EPL; and ii) a softer touch approach relying on incentives
and moral suasion. These two approaches can also be used in combination. For example,
a requirement in Quebec province in Canada that employers organise outplacement
services for displaced workers in the form of an outplacement assistance committee
(Comité d’aide au reclassement, or CAR) is combined with a 50 % subsidy of the cost of
those services (OECD, 2015(13).

There is a role for EPL rules to require some minimal level of constructive employer
engagement in improving the re-employment prospects of workers they displace. In
particular, there appears to be a clear case to require at least a minimum level of advance
notification to workers, unions and public labour market authorities, since it is a sine qua
non for early intervention. Figure 4.6 shows that advance notice requirements differ
strikingly across OECD countries, ranging from no general requirement in the
United States®® to quite long notice periods in some European countries. Consistent with
the findings that displacement costs rise strongly with job tenure, many countries require
longer notice periods for workers with greater tenure. In some countries, notice periods
also vary between occupational groups, but it is questionable whether there is a good
economic rationale for those differences.*
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Box 4.2. Job Security Councils in Sweden

Job Security Councils (JSCs) were first developed in the 1970s against the backdrop of
the deteriorating economic conditions in Sweden in the late 1960s and the massive job
losses among white-collar workers in the wake of the oil crisis in 1973. In this context,
the public employment service was not regarded by employers as providing sufficient
support for white-collar workers to find new jobs (Diedrich and Bergstrom, 200624)).

The councils are based on collective agreements between the social partners in a sector or
occupational field, such as white-collar workers in the private sector. JSCs are actively
involved in all stages of the process of restructuring, including by providing advice to
employers and trade unions at an early stage in the process. They also provide transition
services and guidance to workers who are made redundant, through individual
counselling, career planning, job-search assistance, outplacement services and retraining.
The councils’ activities are financed by employer contributions which are fixed as a
percentage of their total payroll. The contribution level is determined as part of the
collective agreement (currently 0.3% of payroll). As such, the council operates as a form
of insurance, spreading the costs of restructuring across all employers who are covered
by the collective agreement. A particular strength of the JSCs is that prompt
re-employment support is offered to all displaced workers covered by the agreement,
including workers in small and medium-sized enterprises (European Commission,
2010p25)).

JSCs appear to make a significant contribution to the unusually rapid re-employment
rate of displaced workers in Sweden (cf. Figure 4.3). Indeed, the councils report that
around 90% of their participants find a solution within nine months: 78% finding new
employment, 8% starting a new business and 6% enrolling in longer duration education
or training. This success reflects a strongly proactive orientation, a comparatively long
notice period, and JSC staff’s intimate knowledge of the workers they serve and their
occupational labour markets. However, despite the overall very positive experience
with JSCs in Sweden, heavy reliance on the councils to provide re-employment
services also raises several concerns. One concern is that the private-sector,
white-collar JSC offers considerably more intensive re-employment and, especially,
retraining services then the main blue-collar JSC, probably because the former has
considerably greater resources per displaced workers. These differences in the level of
support offered are reflected in re-employment outcomes: whereas 65% of the white
collar workers serviced by their JSC find a new permanent job within six months, this
is the case for only 38% of their blue-collar counterparts. Another source of unequal
access to re-employment support is that approximately 20% of the workforce is not
covered by a JSC. Finally, coordination between the JSCs and the PES is quite limited,
making it difficult for the PES to complement the services offered by the JSC in a
timely manner.

Source: OECD (2015y26)), Back to Work: Sweden: Improving the Re-employment Prospects of Displaced
Workers, http://dx.doi.org/10.1787/9789264246812-en; Diedrich, and Bergstrom (2006[24])), “The job
security councils in Sweden”, http:/imit.se/wp-content/uploads/2016/02/2007_145.pdf; and European
Commission (2010p257), “27 National seminars on anticipating and managing restructuring”,
http://www.employment-studies.co.uk/resource/2 7-national-seminars-anticipating-and-managing-restructuring-
arenas.
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Figure 4.6. Legally mandated notice periods vary widely
Average minimum advance notice periods for individual dismissals in OECD countries
by years of job tenure, 2013
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Source: OECD Employment Protection Database, 2013 update, http://dx.doi.org/10.1787/Ifs-epl-data-en.
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Unfortunately, there is little evidence that can be drawn upon to identify the optimal level of
notice. In particular, it is not clear when increases in the length of the notice period begin to
translate into additional benefits for displaced workers, in terms of easier transitions to new
jobs, that are too small to justify the additional costs that result for employers (e.g. in terms
of disruptions to production due to low worker morale or increased wariness of credit
markets, suppliers and customers to engage with a firm seen to be struggling). Nonetheless,
countries with relatively low notice requirements should consider raising them closer to
OECD averages, perhaps in combination with relaxing other EPL requirements, such as the
level of mandatory severance payments. Another open question is whether advance
notification requirements should be combined with an obligation for employers to offer
workers a minimum number of days of paid job search leave during the notice period. For
example, workers on notice of displacement are entitled to between 5 and 20 days of paid
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job search leave in Finland, depending on the length of their notice period (OECD,
2016(227). However, little is known about how much these entitlements contribute to good
re-employment outcomes nor about the resulting cost for employers.

EPL requirements that employers provide re-employment services to workers they displace
may also be useful in some cases, although experience suggests caution because these types
of obligations can impede efficiency-enhancing labour mobility by imposing excessively
high layoff costs on employers. The recent experience of France is informative in this
respect (OECD, 2015(137). Until recently, all medium and large employers were required to
develop a job preservation plan (plan de sauvegarde de I’emploi, PSE or, more colloquially,
“social plan”) when displacing ten or more workers. These plans need to both specify the
measures being taken to avoid as many layoffs as possible, as well as the severance
payments and re-employment services the employer will provide to workers whose jobs
cannot be saved (often delivered via an ad-hoc local team — cellule de reclassement). These
plans are submitted to the work council for its review and can also be reviewed and
possibly rejected by labour courts, if they are judged to be inadequate. This approach to
managing layoffs is widely seen as expensive and overly complex for smaller employers,
and it probably contributes to the heavy use of temporary employment contracts (i.e. as a
means of avoiding these requirements when reducing employment levels). The process was
also often conflictual, delaying the access of displaced workers to re-employment services.
Smaller and medium-sized firms were also seen to lack the necessary expertise to organise
effective re-employment services. A series of reforms in recent years has shifted towards a
new system for providing prompt and intensive re-employment services to displaced
workers, in which the PES plays the leading role in providing those services. Since 2011,
workers in firms with fewer than 1 000 employees who are notified that they will be
displaced can opt for a career path security contract (contrat de sécurisation professionnelle
or CSP).*” The CSP entitles them to higher than usual unemployment benefits and rapid
access to intensive re-employment services from the PES, while releasing their employer
from the obligation to set up a social plan. The cost of this programme is shared by the PES,
the employer and the dismissed worker, providing incentives for all actors to facilitate
better co-operation and potentially improve the take-up of the programme. Initial
evaluations suggest that CSP signatories have greater re-employment success than similar
jobseekers who do not sign a CSP (DARES analyses, 2017[14)).

In countries where there are important gaps in constructive employer engagement, it is
sometimes possible to encourage broader voluntary engagement through either subsidies
or outreach policies. For example, the Labour Mobility Subsidy in Japan reimburses part
of the costs incurred by employers who contract with a private placement firm to provide
re-employment support for workers they are displacing, provided those workers are
placed into new jobs sufficiently rapidly (OECD, 2015p3)).*! The PES in the US states of
Michigan and Pennsylvania provide examples of outreach policies. These states operate
“early warning” systems to try to identify upcoming plant closings and other mass
layoffs, for example by reading the business press and talking with various economic
actors (OECD, 2016p27)). If they believe that a firm may be preparing a mass dismissal,
they contact it to verify whether that is the case. If a pending layoff is confirmed, then the
employer is encouraged to make use of the government’s ability to provide
re-employment services for its workers, for example by setting up a rapid response plan
for them. While these efforts are worthwhile, their effectiveness is undercut when
advance notice is often not provided or many employers prefer not to co-operate with the
PES. In the worst cases, “run-away firms” close or move out of the country without
providing any notice or making any other provision for their workers.
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Unequal access to early intervention measures

Another challenge affecting the provision of early intervention measures is that only a
relatively small subset of displaced workers have access to these services in most
countries: primarily workers who are laid-off as a part of a mass layoff at a large firm,
which triggers public rapid response services, or whose employer makes an effort to
ensure that good re-employment services are available. One advantage of the Job Security
Councils in Sweden is their universal coverage of displaced workers in the sectors where
they operate.*” Quebec province in Canada makes use of an interesting strategy to extend
rapid response services to workers affected by small or individual layoffs. Displaced
workers whose employer is laying off fewer than 50 workers and hence is not obligated to
set-up an outplacement programme of its own (i.e. a CAR), can enrol instead in a
continuous enrolment outplacement plan run by the PES (comités d’aide au reclassement
a entrées continues, CREC). Although the CREC have yet to be subjected to a rigorous
evaluation of its effectiveness, it provides an interesting model for expanding access to
early intervention services.

Displacement costs are probably above-average for workers who are displaced by mass
layoffs that result in chronic excess labour supply in the local labour market.** That raises
the possibility that the de facto concentration of early intervention measures on workers
who lose their jobs during a mass layoff, as is the case in most of the countries reviewed,
may tend to target additional re-employment assistance to a subgroup of displaced
workers who face particularly large barriers to successful job search and thus be a
reasonably good way to direct limited budgetary resources. While there is probably some
truth to this conjecture, the size of a layoff is likely to be an imprecise indicator of the
adjustment difficulties faced by individual displaced workers.* Even in instances when a
mass layoff has a large ripple effect on the local economy that worsens re-employment
opportunities for displaced workers, many of the affected workers are likely to have lost
their jobs as a result of small layoffs (e.g. at subcontractor firms or other local
businesses), rather than in the initial mass layoff. This suggests that governments should
attempt to extend access to early intervention measures to workers affected by small or
even individual displacements, whenever cost-effective ways can be found to do so.
Resources permitting, it also seems best to provide early intervention services to all
displaced workers, rather than only those facing above-average re-employment
difficulties. Quite apart from how much re-employment assistance a particular displaced
worker requires, it usually will be an advantage to them to be able to access that
assistance as soon as they are notified their job is ending, rather than needing to wait until
they have become unemployed.

Co-ordination challenges

Early intervention measures, particularly the establishment of rapid response services in
anticipation of mass layoffs, raise several coordination challenges for the governments. One
concern is illustrated by Australian employers who sometimes complained in the past about
having been contacted by multiple government agencies in an uncoordinated manner when
they were preparing a mass layoff, with the result that they answer the same questions
multiple times and sometimes receive conflicting information about how they should
coordinate their planning with the government and what services are available to the
employer or the workers who will be displaced (OECD, 2016ps)).*> When employers (or the
social partners) provide substantial re-employment services to displaced workers, another
coordination issue arises for the PES, namely, to make sure that public re-employment
services complement the private services, avoiding both wasteful duplication and the risk
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that certain workers fall between the cracks.*® As much as possible, government agencies
should coordinate their interactions with employers and private providers of re-employment
services. One way to do this is to establish a formal coordination process, as was done for a
recent mass layoff at the Sharp Corporation in Nara Prefecture in Japan (see Box 4.3).

4.3. Re-employment assistance including retraining

After the notice period has ended and workers have been displaced, much of the policy
focus should remain on active measures to promote rapid re-employment. This section
analyses how best that can be done within a broader national activation strategy (i.e. a
co-ordinated system of monitoring, sanctions and employment services that promotes
transition to employment). The experience of many OECD countries confirms that
enforcing the obligation of unemployment benefit recipients (and some recipients of other
income replacement benefits) to search actively for a job or participate in activities that
raise their employability, while also providing them with the re-employment supports that
they need can significantly speed the transition into suitable jobs — see OECD (20132;
2015p9)).4" It stands to reason that displaced workers would be more likely to benefit from
effective re-employment services in countries that operate a strong overall activation
strategy. However, minimising the costs that workers bear following displacement also
requires the general principles of activation policy to be applied to displaced workers in a
way that addresses their specific needs for re-employment support. This section analyses
how best that can be done, drawing upon recent policy experience in OECD countries,
particularly the nine countries that participated in the Back to Work reviews.

4.3.1. Overall spending on active labour market programmes

While the primary focus of this section will be on ensuring that displaced workers receive the
right types of re-employment support at the right time, it is useful to begin with a short review
of overall spending on active labour market programmes (ALMPs) since this is likely to have
an important effect on the services that displaced workers can access. Indeed, a number of
cross-country regression studies have concluded that higher ALMP spending is associated
with better aggregate labour market outcomes and Andrews and Saia (2017 recently
extended that line of research by showing that re-employment of displaced workers tends to
be more rapid in countries with relatively high aggregate spending on ALMPs.

ALMP spending per unemployed persons as a percentage share of per capita GDP varies
tremendously across OECD countries, including the nine countries participating in the
Back to Work reviews. Panel A of Figure 4.7 shows that, in Denmark, spending on active
measures for each unemployed person was as high as 64% of per capita GDP in 2015, by
far the highest value observed in the OECD area. By contrast, in the United States,
spending per unemployed was just 4% of per capita GDP, one of the lowest spending
levels within the OECD.*®

There are also striking cross-country differences in the way total spending is divided
across the different types of programmes (Panel B of Figure 4.7). This heterogeneity also
concerns the nine review countries.
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Box 4.3. HQ Sharp in the Nara Prefecture

After a rapid deterioration of business conditions, Sharp announced an early retirement
plan on 20 November 2012 that was intended to enrol 2 000 workers, but actually
attracted 2 960 enrolees aged 40 and above. A considerable number of those workers
lived in Nara Prefecture. In response to this announcement, the Nara Labour Bureau
(the PES) and the Nara Prefectural Government jointly organised the Support for Sharp
Related Displaced Employees Headquarters (“HQ Sharp”) in November 2012.

While the headquarters model has been used for other mass displacements in Japan, the
composition of participating organisations and their mode of operation vary from case to
case. Indeed, HQ Sharp was one of the best instances of a prefectural labour bureau and a
prefectural government jointly establishing and managing headquarters' downsizing. This
organisation was selected because it reflected the already close working relationship
between the Labor Bureau and labour market programmes run by the prefectural
government, such as its Job iCenter. The additional partners in HQ Sharp included the
Industrial Employment Stabilization Center (IESC)in Nara — a private agency that
facilitates employee transfers between participating firms — and four municipal
governments.

HQ Sharp was a co-ordinating committee consisting of managers from the participating
organisations. Its mission was to build an integrated support system to offer effective
re-employment and livelihood aid for displaced workers. It was also intended to provide
support measures for related businesses (e.g. suppliers for Sharp). Much of the work of the
headquarters consisted of an extensive consultations process that was used to achieve
agreement on the strategy to adopt and eventually the setting up and implementation of
actions plans. Another key focus was to set up a system for exchanging relevant information.
Finally, a system to provide vocational counselling at the job centre was set up.

The ultimate aim of HQ Sharp was to facilitate smooth transitions into re-employment
and to support the living standards of workers who lost their job. As part of achieving this
goal, informational meetings were organised for workers who were to be displaced by
Sharp. At these meetings, information was provided about various services that were
available to these workers, as well as instructions about how to access these services. At
these informational meetings, workers were also provided with temporary registration
cards that they could fill out, if they wished to register for outplacement assistance from
the Nara [ESC.

Source: Information presented to the OECD Secretariat when it visited the Nara Labour Bureau, the Nara
Prefectural Government, and the Nara office of the IESC in October 2013.

The largest share of spending went to basic case management and job-search assistance
(“PES and administration”) in Australia, Canada, Japan and New Zealand, while Finland
concentrated spending on training. Denmark and the United States allocated large shares
of their ALMP spending to both training and sheltered and support employment, while
Sweden spent the most on employment incentives and Korea on direct job creation. It is
rather remarkable that labour market practitioners in these nine countries described their
efforts to support displaced workers back into work in a similar manner, when resource
levels and spending priorities for ALMPs appear to be so different. That they do, suggests
that many of the issues involved in providing the right services to displaced workers
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remain relevant at very different levels of overall resources, even if a resource-rich
environment is undoubtedly an advantage.

Figure 4.7. The re-employment assistance available to jobseekers is influenced by overall
spending on active labour market programmes

The level and composition of ALMP spending in OECD countries, 2015

A. Total spending on active measures® per unemployed person as a percentage of GDP per capita, 2015°
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B. Distribution of expenditure by ALMP category, 2015”
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Note: ALMP: Active labour market programme. FY: Fiscal year. GDP: Gross domestic product. PES: Public
employment service. Countries are ranked by decreasing order of public expenditure in active measures
(Panel A), and respectively of PES and administration (Panel B).

a) Data cover the categories 1 to 7 in the OECD/Eurostat Labour Market Programme Database (PES and
administration, training, employment incentives, sheltered and supported employment and rehabilitation,
direct job creation, start-up incentives).

b) Data refer to active measures and to 2014 for Estonia, to FY 2011/12 for the United Kingdom, to
FY 2014/15 for New Zealand and to FY 2015/16 for Australia, Canada, Japan and the United States.
Source: OECD/Eurostat Labour Market Programme Database, http://dx.doi.org/10.1787/data-00312-en, for ALMP
data; OECD Employment Database, www.oecd.org/employment/database for unemployment; and OECD Annual

National Accounts (ANA) Database, http://stats.oecd.org/Index.aspx?DatasetCode=SNA_TABLEI for GDP.

StatLink Sis™ http://dx.doi.org/10.1787/888933778307
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4.3.2. Do displaced workers receive the right types of re-employment services?

How do the needs of displaced workers differ from those of other PES clients?

The empirical findings in Section 4.1 suggest that the job-search aspirations and prospects
of displaced workers differ significantly from the jobseekers who have been the primary
focus of activation policies in many countries, where emphasis has often been placed on
moving benefit recipients who are quite distant from the labour market into usually
low-skill and low-pay employment (Immervoll and Scarpetta, 2012[3).*’ That raises the
possibility that it may be difficult for employment services that have a strong focus on
supporting relatively disadvantaged persons (e.g. low-skilled individuals with little or no
history of stable and reasonably well-paid employment, including early school leavers and
persons with partial disabilities) also to serve effectively mainstream displaced workers
who had experienced considerable employment security in medium or well-paying jobs
prior to being laid-off and hope to find new jobs of a similar quality. If both groups are to
be served well, the specific support measures offered to displaced workers will need to
differ in important respects from those offered to many of the other jobseekers supported by
the employment service.

Immervoll and Scarpetta (201230;) and OECD (2015/29)) argue that an effective activation
strategy needs to address three basic types of barriers to successful job search by taking
measures to: 1) strengthen the client’s motivation to look for and make use of existing
earnings possibilities (e.g. by reinforcing work incentives and enforcing job-search
requirements, with benefit sanctions and warnings); ii) address labour-supply side barriers
to employment (e.g. by increasing employability with training and rehabilitation); and
iii) expand earnings opportunities by connecting clients with suitable job openings or
using demand-side instruments, such as wage subsidies, to create employment
opportunities. This taxonomy provides a useful framework for delineating the specific
re-employment barriers (and advantages) that are characteristic of displaced workers:

e Motivation. Since displaced workers have a stable work history, they are usually
characterised by strong labour force attachment and are highly motivated to return
to work. An off-setting factor is that many displaced workers qualify for relatively
generous unemployment benefits and/or large severance payments and may thus
be tempted to delay intense job search for a considerable period of time, if their
search effort and work availability are not monitored effectively and they are not
counselled about the risk that an extended period out of work is likely to be
viewed as a bad signal by prospective employers. A history of stable and
well-paid employment can also generate overconfidence about how easily a new
job can be found or unrealistic aspirations concerning the pay level or the
possibility to remain in the same industry and occupation. However, excessive
pessimism can also be a problem, particularly for older displaced workers or
workers displaced from declining occupations who doubt their capacity to make a
career transition. Early engagement with the employment service, including
counselling about the adjustment process and encouragement to develop a
realistic re-employment strategy as quickly as possible, is thus likely to be
especially valuable for displaced workers.

e Employability. Familiarity with the world of work and a proven ability to perform
on the job are typically not a problem for displaced workers. However, matching
their skills with available jobs can be a challenge. This is particularly the case for
older blue-collar workers displaced from declining sectors and occupations. This
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group has typically acquired a lot of skills on the job that are not well documented
and which may not match well with the more cognitive and social skills required
in growing sectors and occupations. In such cases, skill audits that document the
worker’s skills (sometimes referred to as recognition of prior learning or RPL)
can be very useful, especially when combined with counselling that helps these
workers to identify retraining strategies that can supplement their existing skills
so as to qualify them for jobs currently in demand (“gap training”). Coaching in
job-search methods is also likely to be useful for long-tenure workers who have
not looked for a job in many years.

o Opportunities. The public employment service may struggle to help place
displaced workers who have lost good-quality jobs, even if their occupational
specialty is still in demand. Job placement is most effective when PES staff have
a good knowledge of the relevant segment of the labour market and good contacts
with employers. The widespread perception in the nine countries participating in
the Back to Work reviews is that the PES is most effective at placing low-skilled
workers with relatively little or relatively unstable work histories into low-paying
jobs. This suggests that it may make sense for the PES to create a separate track
of re-employment services for more skilled displaced workers, possibly making
use of private placement agencies that specialise in placing workers into higher
paying jobs.®® When a large number of displacements in a region is associated
with persistently depressed labour market conditions, the PES should also
facilitate the geographic mobility of job losers who are receptive to the idea of
moving to another region with a more buoyant labour market (e.g. through
providing information about employment opportunities and subsidising moving
costs). However, experience shows that many displaced workers (and their
families) have strong ties to their community, implying that the focus often needs
to be on promoting successful job placement where they live, possibly including
measures such as hiring subsidies for local employers and broader efforts to
diversify the local economy.’!

Individual tailoring of re-employment services for displaced workers

The empirical analysis in Section 4.1 showed that the labour market experience of
displaced workers is incredibly varied: while a considerable number of displaced workers
move quickly into new jobs that are about as good as or better than the lost job, another
sizeable group incurs moderate income losses and a third group experiences a large and
lasting decline in their earnings capacity, due to long-term joblessness, large wage
reductions on the post-displacement job or a combination of the two. The heterogeneity in
displacement costs complicates the provision of re-employment services to displaced
workers, since their individual needs for this type of support range from small or even
non-existent to large. Clearly, the goal should be to tailor the offered support to individual
needs, so as to avoid both unnecessary spending on services for workers who can find a
suitable new job with little or no assistance, on the one hand, and delaying access to
intensive services to those who need them until they have been unemployed for a long
time, on the other. However, this is more easily said than done.

Systematic early needs assessment for displaced workers represents the most
straightforward approach to tailoring re-employment services to match individual needs
early in the unemployment spell. The focus would be to: i) better identify the jobseeker’s
skills, relevant experience and opportunities in the labour market; ii) explore options for
alternative career paths; iii) identify skills development needs and other barriers to
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re-employment; and iv) refer to more intensive interventions (e.g. intensive individual
counselling or training) only when specific barriers to re-employment have been
identified. This needs assessment would be the occasion for displaced workers to discuss
their professional plans, retraining options and job-search methods with a case worker. It
could also be formalised in an individual action plan, at least in cases where significant
barriers to quick re-employment have been identified.

The Back to Work reviews show that current PES practice diverges sharply from such an
approach. This could indicate that there is considerable scope for improvement. However,
this divergence also suggests taking a cautious and incremental approach to introducing
systematic early needs assessment for displaced workers, until it has been demonstrated
that such an approach has been successful in practice. Among the considerations that
arise, the following can be listed:

e When a displaced worker registers at the PES, a profiling instrument and/or case
worker judgement typically are used to make an initial assessment of individual
needs and, thus, which re-employment services the jobseeker can access early in
their jobless spell. In making these determinations, it appears that little or no
explicit attention is devoted to trying to differentiate between displaced workers
who have good mobility prospects and those requiring more intensive assistance
in any of the nine countries reviewed. Indeed, it is rare for the PES to classify its
clients according to whether they were displaced or became jobless through
another route.> This probably reflects, at least in part, the finding in Section 4.1
that the labour market prospects of displaced workers are so varied. In effect, the
statistical category that economic researchers have adopted for displaced workers,
while useful for studying labour market turnover, is too broad to serve case
workers as a useful proxy indicator of individual needs for re-employment
support.

e [t is possible that the case management practices that are used for all newly
registered workers, whether or not they were displaced, implicitly capture the
distinction between displaced workers who do and do not require intensive
services, at least to some degree. While there is considerable variation in national
practice, the logic for determining individual needs tends to be quite similar.
Typically, information is collected on a number of factors thought to predict
greater barriers to re-employment (e.g. a long period out of work, poor skills or
health problems). Whether or not this information is combined into an overall
numerical score, it provides the basis for case workers judgements concerning the
job seeker’s initial needs for re-employment and retraining services.

e Data on which re-employment services displaced workers receive and when are
generally lacking. Nonetheless, it seems likely that the needs assessment practices
currently in use result in too few newly displaced workers being granted access to
intensive re-employment assistance early in the unemployment spell, although
they eventually may be offered such services should they remain unemployed for
a long enough period of time. This conjecture is based on the observation that
newly displaced workers with a stable employment history do not fit the profiles
that typically are used by PES offices to identify the persons at the highest risk of
long-term unemployment and benefit dependency.>

e If displaced workers were assessed as a distinct group among new PES clients,
would it be possible to better identify the individuals who would benefit from
prompt access to intensive services? The spotty evidence available suggests that it
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is probably quite difficult to accurately assess the individual needs of newly
displaced workers. For example, a random assignment evaluation of a pilot
programme in Switzerland, which offers intensive re-employment services to
older displaced workers, concluded that the counsellors who worked closely with
these jobseekers found it very difficult to anticipate which individuals were at
greatest risk of long-term unemployment (Arni, 2012}s7). This experience is
consistent with the statistical evidence discussed in Section 4.1. While there are
large average differences in displacement costs across groups defined by age,
tenure and several other observable characteristics, much of the individual
variation in costs remains even after controlling statistically for a considerable
number of individual and job characteristics (cf. Figure 4.5).

e While a general solution to individualising the re-employment support that is
offered to displaced workers is not yet available, the Back to Work reviews
highlight how skills validation tied to training support is an area in which
important progress has been achieved. The re-employment prospects of displaced
workers, particularly older workers whose vocational skills were largely learned
on the job, can be greatly improved if their job skills are credibly assessed and
documented in a way that makes it possible to ascertain how well they match up
with skills credentials that are used in the external labour market. A number of
OECD countries have developed recognition for prior learning (RPL) instruments
that can be used for this purpose and the closing of a large Bridgestone tire
factory in Adelaide in 2010 illustrates how effective RPL can be when the
employer cooperates in documenting workers’ skills and re-employment
counsellors use the results of the RPL exercise to engage the worker in a
discussion about whether retraining would be desirable and, if so, which type of
training would most efficiently qualify that worker for a suitable new job (OECD,
2016y2s7). The payoft to this approach is increased when vocational education and
training providers are flexible about providing customized training courses that
cover only the material that needs to be learned. Since employers who are
recruiting new workers often place a lot of emphasis on work experience, as well
as formal qualifications, the PES should also assess whether a temporary hiring
subsidy should be used to make it easier for newly trained displaced workers to
obtain some initial experience in their new occupation. Good practice examples of
applying this general strategy were observed in many of the countries reviewed,
but it appears that only a small share of displaced workers have access to these
services.

e In light of the difficulty of identifying which individual displaced workers would
benefit most from quick access to intensive re-employment services, it seems
worthwhile to experiment with different approaches to identifying members of
that group early in their unemployment spells. More targeting could also be done
at the group level. In particular, greater access to intensive services could be
offered to older long-tenure displaced workers. As is illustrated by the Swiss pilot
programme evaluated by Arni (2012[;5)), the inability of case workers to forecast
which older displaced workers in particular faced the greatest re-employment
barriers did not prevent the programme from speeding re-employment and raising
employment stability.>* Another group that could be offered greater access to
intensive services at the beginning of their unemployment spell is displaced
workers whose participation in early intervention measures, such as counselling
and skills audits, reveals that they face important re-employment barriers. There
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could also be some scope for self-selection, such as limiting training access to
displaced workers who have developed a credible proposal for retraining as part
of a broader plan for career mobility.

4.3.3. Difficulties in providing displaced workers with prompt access to effective
re-employment services

Reaching displaced workers who do not immediately qualify for unemployment
benefits

Access to even the most basic re-employment services can be delayed when a
considerable amount of time elapses between the time when a worker is displaced and the
time when she becomes eligible to receive unemployment benefits. As is discussed in
Section 4.4, eligibility rules for UI benefits in a number of OECD countries treat
severance payments as compensation. For example, a severance award that is equivalent
to six months of wages delays eligibility for unemployment benefits by six months in
Australia, Canada, Finland and Sweden. This delay in receiving income benefits typically
results in an equal delay in registration with the PES and thus of exposure to activation
measures, such as job-search requirements and counselling. In some cases, displaced
workers are entitled to obtain basic job-search assistance at employment offices even
when they are not eligible for an income benefit, but these services tend to be quite
limited and take-up low. As regards ensuring displaced workers have prompt access to
re-employment services, the implication of these delays is that participation in
re-employment measures needs to be decoupled from the receipt of income support.

Two strategies to decouple the initiation of re-employment services from benefit
eligibility are practiced by at least a few OECD countries:

e Qutreach. Some PES services are generally available to all workers, such as
self-service use of job search tools (e.g.an online database of job
vacancies). Greater use of these resources could be encouraged among displaced
workers who are not receiving an unemployment benefit by raising public
awareness of the availability of these services and enhancing their value for users.
While such measures would be potentially useful for labour market participants
more broadly, it seems unlikely that such measures would be very effective in
engaging many displaced workers who have received a large severance award.
One way to more effectively reach displaced workers is illustrated by the Jobs
and Training Compact that the Australian government introduced at the
beginning of the global financial crisis and which temporarily allowed displaced
workers to access an intermediate level of re-employment support, rather than
only basic services, even when they were not eligible to receive income benefits
(OECD, 201623)).

e  Mandatory registration. In order to minimise unemployment duration and facilitate
early contact with employment services, several OECD countries require workers to
register with the PES as soon as they are notified that they will be dismissed, even
though they are not yet eligible to receive unemployment benefits. For example,
Switzerland requires displaced workers to give proof of job-search activities between
dismissal notification and the first interview at the PES to receive unemployment
benefits (Duell et al., 2010;317). A similar preventive approach was adopted in Germany
as part of the Hartz reforms, with workers being obligated to register as jobseekers
three months before their job ends or, for those with shorter notice, within three days of
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receiving notice of dismissal (Mosley, 201032). This type of registration obligation
allows the PES to make referrals of vacancies even before the first unemployment
benefit payment. As much as possible, these sorts of requirements should be combined
with the early initiation of at least basic re-employment services, including during the
notice period (cf. Section 4.2 discussion of early intervention measures).

Meeting sudden upsurges in the number of displaced workers

Another specificity of displaced workers is that the number of job losers requiring
re-employment services is quite variable and, in particular, is subject to sudden upward
spikes that can overwhelm the capacity of ALMP providers to meet the increased
demand. This is most frequent at the local level when one or several mass layoffs create
an upsurge in the number of job losers requiring assistance, even as job-search
opportunities in the local labour market may worsen. Something similar occurs at the
national level during a recession. Finally, natural disasters can cause widespread job
displacement in the affected region which needs to be addressed, even as other urgent
needs such as rescue, evacuation and rebuilding also require a vigorous response.

The nine Back to Work reviews, together with closely related OECD studies of the
temporary expansions of ALMPs in response to the upsurge in displacements and
unemployment that followed the global financial crisis (OECD, 2009(13; 20103315 2012347)
and six recent natural disasters in OECD countries (Venn, 201235, all suggest that
labour market programmes have withstood these stress tests surprisingly well overall,
albeit at the cost of increased spending and intense efforts by programme managers and
the line staff to quickly put those extra resources to good use. Nonetheless, an improved
capacity of labour market programmes to rapidly upscale re-employment services for
displaced workers remains a priority. One of the biggest challenges is to rapidly expand
capacity without compromising quality. Another is to shift the mix of services that are
delivered, so as to reflect changes in the composition of workers being served and labour
market conditions. Several lessons can be drawn from recent experience:

e There are important limits to how rapidly ALMPs can be up-scaled at the national
level, because spending levels typically rise much less than proportionally to the
increase in unemployment during recessions and, even when increased funding is
available, it is difficult to expand service supply quickly without diluting quality
(e.g. it takes time to recruit and train case workers and other skilled staff). For
example, ALMP expenditures per unemployed person fell quite sharply as
unemployment surged following the global financial crisis, just as the share of
displaced workers among the unemployed increased.’® However, the decline in
ALMP spending per unemployed person was less sharp than would have been
predicted based on spending patterns in earlier recessions, probably due to the
increased priority governments have come to place on activating the unemployed
(OECD, 2012p34).”” Despite that reduction in resources per person, the more
active stance that had gradually been adopted in the years preceding the crisis
remained largely intact and the recessionary increases in long-term
unemployment and labour force withdrawal were lower than would have been
predicted, given the severity of the downturn.

e A rapid upscaling of re-employment support is more feasible at the regional level
when this expansion is supported by a national effort. For example, the national
government in Australia operates Structural Adjustment Programmes that support
regions where structural decline in key industries (e.g. autos, steel, textiles and
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forestry) has resulted in large-scale displacement (OECD, 2016p231). The responses
to a number of recent natural disasters also illustrate how national governments
can support local and regional authorities in responding to a sudden upsurge in the
number of displaced workers in a context in which re-employment services need
to be closely co-ordinated with other government services, such as those related to
arranging housing and schooling for families who were evacuated from the
affected areas (Venn, 2012p3s)). The 2010-11 earthquakes in Canterbury
New Zealand provide an example of the national government ramping up public
support for workers displaced by a natural disaster, including measures to save
jobs and measures to expand income and re-employment support for workers
whose jobs could not be saved (see Box 4.4). The US response to the large-scale
economic dislocation that followed Hurricane Katrina in 2005 illustrates the
additional complexity of mobilising non-local resources in a Federal system,
where each state operates its own unemployment insurance system and
re-employment services. Many workers in New Orleans and other hard-hit areas
in Louisiana were forced to evacuate their home communities, including large
numbers who were evacuated to other states. The Louisiana Department of Labor
received important help from their counterparts in surrounding states and the
Federal government in making it possible for displaced workers to access Ul
benefits and re-employment services at evacuation centres.*®

4.3.4. What role for targeted re-employment assistance for displaced workers?

In most OECD countries, displaced workers primarily access public re-employment
services through the general ALMPs that are operated by the PES and do not treat
displaced workers as a distinct client group from other jobseekers. However,
targeted programmes are sometimes set up for displaced workers or subgroups of displaced
workers. Often, these targeted programmes are also operated by the PES as part of their
portfolio of services that can be offered to jobseekers, just as they may offer special
programmes for unemployed youth, new immigrants, persons with partial disabilities and
other groups. In particular, the public early intervention measures that were discussed in
Section 4.2 are necessarily organised in this way (e.g. rapid response services for mass
layoffs). It is much less evident, however, whether it also makes sense to set up targeted
programmes for displaced workers once they have become unemployed and are registered
with the public employment service. This is a very heterogeneous group which overlaps
considerably, in terms of the re-employment support that they require, with other job
seekers served by the PES. As was discussed above, re-employment services should be
tailored as much as possible to individual needs, but it is not clear how much that goal is
furthered by creating targeted services for displaced workers.

A small number of countries, but also the European Union, have set up separate public
programmes to provide re-employment assistance (and sometimes income benefits) to
certain subgroups of displaced workers that are considered to require more intensive or
somewhat different types of assistance than is provided by general ALMPs. Often, these
programmes focus on workers who are adversely affected by increased import competition
or were employed in one or a few declining sectors. Trade Adjustment Assistance (TAA) in
the United States and the more recently established European Globalisation Adjustment
Fund (EGF) in the European Union are the most prominent examples of programmes
targeted on trade displaced workers, while Australia has placed a particular emphasis on
sectoral adjustment programmes.*® Since the sectors that have been chosen to receive this
form of support have been characterised by exposure to intense import competition
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(e.g. autos, steel, and textiles), the focus of these two types of independent targeted
programmes have overlapped to a considerable extent. However, the sectoral programmes
in Australia have placed much greater emphasis on measures to enhance sectoral
competitiveness and economic redevelopment in local labour markets that are hard-hit by
the sharp erosion of their comparative advantage, whereas EGF and TAA, have emphasised
the provision of re-employment assistance to individual displaced workers.®

Targeted programmes for displaced workers have a number of potential benefits, whether
organised as distinct services within the range of ALMPs operated by the PES, or as an
entirely separate programme. The main benefit is that targeted programmes can provide a
mix of services that is optimised to address the needs of displaced workers, such as the
rapid response services offered to a group of workers on notice they will lose their job in
a mass layoff. Operating a separate ALMP stream of re-employment services for
displaced workers also makes it easier to develop a group of case workers and counsellors
who specialise in working with displaced workers and become expert in the specific
issues this group faces. Additional potential benefits of setting up an entirely separate
programme for displaced workers are that this approach makes it easier to offer this group
more intensive services than are available to unemployed persons generally through the
PES, while also being more visible. Increased visibility of public programmes that assist
trade displaced workers could be useful for assuaging popular concerns about the adverse
impact of globalisation on workers.¢!

Targeted measures, especially those operated as independent programmes, also have
potential drawbacks. These disadvantages have been clearly documented in the case of
TAA, which has been the object of a number of careful evaluations since it was
established in 1960 (OECD, 201627).> In particular, running a separate and better
resourced programme for a subset of displaced workers, such as trade displaced workers,
can create both inefficiencies and inequities:

e Inefficiencies can result from the duplication of programmes and administrative
processes. In particular, eligibility determination has proven to be a cumbersome
and often rather arbitrary process, although it has improved over time. One
difficulty is the conceptual and practical difficulty of distinguishing between
workers who are displaced because of international trade and those displaced for
other reasons, since the extent to which import competition is a causal factor in a
particular economic dismissal is both difficult to assess and varies along a
continuum from not being a factor to being the only factor. This complexity,
together with the concern to effectively control access to an expensive package of
government-financed benefits has led to a burdensome application and review
process that has often meant that benefits only became available long after the
displacement occurred, reducing their effectiveness.

e A second drawback to operating an independent programme for a subset of
displaced workers is that it is very likely to create inequities because more
intensive support is offered to job losers who qualify for the targeted programme
than is offered to other displaced workers (and other jobseckers more
generally who face similar barriers to successful adjustment.)
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Box 4.4. Assisting workers displaced by the Canterbury earthquakes in 2010-11

In 2010 and 2011 significant earthquakes struck Christchurch, New Zealand’s
second largest city, and its rural hinterland causing rock falls and land damage,
widespread building and infrastructure damage and, in the 2011 case, loss of life.
The financial cost of the damage, excluding business disruption and clean-up
costs is estimated at 10% of New Zealand’s Gross Domestic Product (APEC,
20133¢7). Following these disasters, population size in Christchurch City fell
about 6%, whereas nearby districts in the Canterbury region experienced
population increases, partly due to movement out of the city (Reserve Bank of
New Zealand, 201637;).

Employment in Canterbury initially declined by 5% after the Earthquakes, but has
since risen by about 16%, with that rise almost exclusively accounted for by rapid
growth in the construction industry, which encountered labour shortages during
the rebuilding period.

The national government took a number of initiatives to expand both income and
re-employment support for workers who were displaced by the earthquakes, while
also helping local employers to recover.

As concerns income support, people who lost income because they could not get
to work or because their workplace closed could get a Civil Defence Payment for
loss of livelihood. This pre-existing programme was paid with an open duration
but was relatively modest, providing less than the equivalent of full-time
employment at the minimum wage. A new income benefit programme was set up
temporarily for people not qualifying for either the Civil Defence Payment or
means-tested social assistance. The Earthquake Job Loss Cover provided full-time
workers whose employer had closed due to the earthquakes a benefit of NZD 400
per week for a maximum duration of six weeks and a smaller benefit to part-time
workers. About 2% of the workers in the Canterbury region were receiving this
benefit in March 2011.

The government also set up a range of active employment services, on top of the
existing general system, to assist workers displaced due to this natural disaster.
The Earthquake Support Subsidy was a time-limited employment subsidy that
supported small firms in retaining workers during the disaster recovery period.
Overall, this subsidy was paid to about 16% of the workers in the greater
Canterbury region in March 2011. According to the 2011 Canterbury Employers
Survey, 57% of workplaces that received the subsidy said that it “helped a lot” in
keeping their business going. Two further labour market programmes were also
introduced to assist workers whose jobs could not be saved. Jobs for a Local was
a wage subsidy programme for jobseekers in the Canterbury region. The jobs
created had to be full-time and permanent, and required the further development
of a training plan. The second programme was an extension of the existing
Straight to Work programme, where employers were encouraged to train workers
to fill labour shortages.

During the rebuilding phase, when worker shortages arose, the Ministry of Social
Development (MSD) also introduced a NZD 3k to Christchurch worker mobility
subsidy that connected welfare beneficiaries nationwide to the Canterbury labour
market by providing a non-taxable NZD 3 000 payment for applicants who need
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to relocate to secure sustainable, full-time employment. Applicants need a
confirmed job before relocating and as of June 2015, 1 512 jobseekers were
approved for NZD 3k to Christchurch incentive payments.

There do not appear to have been formal evaluations of the effectiveness of any of
the earthquake policies. In large part, the lack of evaluations is due to the need for
rapid responses and the temporary nature of assistance. Planning and designing
evaluations under such crisis circumstances is always unlikely to be a policy
priority.

Source: OECD (201738)), Back to Work: New Zealand: Improving the Re-employment Prospects of
Displaced Workers, http://dx.doi.org/10.1787/9789264264434-en.

Overall, a cautious but pragmatic approach to the use of general and targeted programmes
seems best. Targeted early intervention measures appear to be useful for managing mass
layoffs and this type of support should be extended, as much as possible, to workers who
are displaced by small-scale layoffs. Once workers are displaced, the case for setting up
targeted programmes is more limited, but should not be dismissed out of hand. Finally,
there should be a strong preference to organise targeted measures as options within the
portfolio of ALMPs operated by the public employment service, rather than setting them
up as a separate programme such as TAA.

4.4. Income support

When quick job-to-job transitions are not feasible, income support becomes a key issue
for displaced workers. The most important source of public income support for displaced
workers is unemployment insurance (UI) and other types of unemployment
benefits (UBs). Accordingly, this section focusses on recent policy experience with
providing UBs to this group. The biggest challenge for a UB system is to provide income
security without undermining work incentives. While this is true for all UB recipients, the
forms taken by the tension between benefit coverage and adequacy, on the one hand, and
labour supply incentives, on the other, tend to be somewhat different for stable workers
who experience a redundancy than for other unemployed jobseekers. While the general
principles for designing and operating UI/UB systems also apply to their role in providing
income support to displaced workers, there are some important nuances.

The earnings losses associated with unemployment are only one of the sources of the
income losses that many displaced workers experience and this has important
implications for designing income support for this group, including how extensively UBs
should be supplemented by other forms of compensation. Panel A of Table 4.3, identifies
four distinct sources of earnings losses for displaced workers and the different types of
income support measures that are used to address each type of loss. Panel B then provides
an overview of some of the policy design issues that arise for each of the six types of
income support measures included in the table. As was discussed in Section 4.2, EPL can
be used to require employers to provide compensation for the earnings losses suffered by
workers they displace in the form of severance payments. However, any such requirement
needs to be used with care because research suggests that they have a high efficiency cost
— see OECD (2013yy), for a survey of the literature. Accordingly, this section does not
analyse a policy option of raising mandatory severance levels, but it does consider the
implications of severance pay for the operation of public UB systems.
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Table 4.3. Income support for displaced workers: Sources of income loss,
types of policy measures and selected policy design issues

A. Different sources of income losses

Types of policy measures

Sources of income loss for Short-time Unemployment Means-tested Severance Public insurance ~ Wage
displaced workers work (STW) insurance unemployment payments against unpaid insurance
scheme and social compensation
assistance
benefits
Earnings dip prior XX X (Especially,
to displacement in-work benefits).
Lost compensation due XX
to insolvency of former employer
Post-displacement joblessness XX
Loss of earnings once X (If partial X (Especially, X XX
re-employed (e.g. due to loss of Ul benefits paidto  in-work benefits).
specific human capital or workers
seniority wages) re-employed at low
earnings).
B. Policy design issues
Types of policy measures
Policy design Short-time work Unemployment Means-tested Severance Public insurance Wage insurance
issues (STW) scheme insurance unemployment payments against unpaid
and social compensation
assistance
benefits
Income targeting Earnings loss due  Earnings loss due  Household None (tiedtoend ~ Compensation left  Decline in
criteria to lower hours to joblessness. income falls below  of employment unpaid due to earnings between
worked. adequacy relationship). employer pre- and
standard. insolvency. post-displacement
jobs.
Other targeting Meet minimum Meet minimum Asset test(s) Usually reflects Minimum hours
criteria Ul eligibility employment/ common, tenure, worked on new
thresholds and contribution especially for sometimes also job, sometimes
employer facing thresholds; may social assistance.  age or limited to certain
temporarily low be means-tested occupation. groups of
demand. against severance displaced workers,
payments. such as those
aged 50 and older.
Work availability Sometimes Conditional on Conditional on None. None. Minimum work
requirement subject to job work availability work availability hours on new job.
search or training  and active job for some
requirements. search, but nature  beneficiaries, but
of activation nature of
measures varies activation
considerably. measures varies
considerably.
Potential sources  Impeding Blunting of labour  Blunting of labour  Blunting of Blunting of Blunting
of inefficiency and  efficiency- supply incentives  supply incentives  incentives for incentives for incentives to find
abuse enhancing mobility  leading to leading to efficiency — employers to anew job that
by subsidising jobs  excessive excessive enhancing mobility pre-fund deferred pays as well as
that are no longer unemployment unemployment (pre-displacement)  compensation the lost job or to
economically duration and duration and and labour supply (and for work full time.
viable. benefit benefit (post-displacement).  workers/unions to
dependency. dependency. insist that they do).
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Types of policy measures

Policy design Short-time work Unemployment Means-tested Severance Public insurance Wage insurance
issues (STW) scheme insurance unemployment payments against unpaid

and social compensation

assistance

benefits
Prominence of In principle, all Displaced workers  Persons facing Displaced workers A subset of A subset of

displaced workers  beneficiaries risk are one of the longer-term are the main displaced workers  displaced workers
among all displacement, but  main groups disadvantages are  target group. is the target is the target
beneficiaries some deadweight  targeted. the main target group. group.
is likely group.
(i.e. subsidies are
paid for jobs that
would have been
preserved in any
case).
How widely is this 24 out of Widespread, but Widespread, but Mandatory Widespread, but Small programmes
policy measure 34 OECD not universal coverage and severance in 22 not universal in only a few
used in OECD countries, but (e.g. Australiaand  generosity vary out of 34 OECD countries
countries? take-up is low in New Zealand considerably. countries. (e.g. France, Korea
many cases. have Collective and the
means-tested bargaining and United States), but
social assistance firm human gradual benefit
with benefit levels resource policies phase-out for
that reflect family provide for Ul beneficiaries
income needs, severance (or accepting
rather than the additional low-paying jobs has
level of past severance) for a similar effect and
earnings). some workers. is more widespread.
Other policy Should STW be Should Ul benefit ~ Should there be Should legally How should this Affordability of a
issues (highly combined with eligibility be time limits or mandated severance  insurance relate broad wage
selective) mandatory job delayed until mandatory take the form of to bankruptcy law,  insurance scheme
search or severance workfare? portable refrement where workers remains to be
training? payments have savings accounts,so  are only one of demonstrated.
been spent down? astoavoid pendlising  multiple creditors?
voluntary labour
mobility?

Note: In Panel A, XX and X denote, respectively, a major and secondary policy goal of the indicated policy.
UI: Unemployment insurance.

As was already emphasised in Section 4.1, the two main sources of earnings losses for
displaced workers are those associated with the period of joblessness and zero earnings that
follows most layoffs and the longer-term losses due to re-employment at a lower level of
earnings. While these losses and the ways in which they can be compensated will be the
main focus of this section, it is useful also to briefly discuss two additional sources of
earnings losses for displaced workers, namely, a tendency for earnings to decline in the
period immediately preceding displacement (e.g.as hours of work are reduced in a
struggling firm) and the risk that a firm entering bankruptcy will fail to pay their employees
all of the compensation to which they are entitled. Both short-time working schemes and
in-work benefits provide some compensation for a pre-displacement dip in earnings.®® As
regards unpaid compensation, some OECD countries have established public insurance
schemes to compensate such losses, such as the Wage Earner Protection Plan (WEPP) that
the Canadian government established in 2008 (OECD, 2015;3)).%*
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4.4.1. Unemployment benefits

Benefit adequacy

A generous unemployment benefit system represents one of the most straightforward
policy approaches for reducing the costs borne by displaced workers. However,
governments need to carefully balance the direct benefits for workers, who are better
compensated for their earnings losses and can therefore smooth their consumption over
time as well as have sufficient resources to look for a job that matches their skills and
expectations, against the disincentive effects on individual job search effort (moral hazard
effect) as well as possible aggregate effects on labour supply, labour demand and the
government budget — see e.g. Tatsiramos and van Ours (201439); Schmieder and von
Wachter (2016(407); Nekoei and Weber (2017417). Whether or not the moral hazard effect
of UI benefits is particularly large for displaced workers, as compared to other Ul
recipients, remains an open question. Nevertheless, the evidence suggests that there is an
effect and governments need to find a middle ground between generously compensating
displaced workers for their lost earnings and encouraging rapid re-employment.

Consistent with the benefit entitlement rules for Ul programmes, displaced workers with a
stable work history tend to have relatively high benefit levels, as compared to job losers
with less continuous employment histories. Nonetheless, Figure 4.8 shows that the level of
income support that results is much higher in some OECD countries than in others.
Focusing on the nine countries that participated in the Back to Work reviews, the figure
shows that average net replacement rates (NRRs) during the first year of unemployment
vary from 19% in the United States to 75% in Denmark. This gap reflects both the higher
initial benefit level in Denmark (net replacement rates of 75% in Denmark versus 50% in
the United States) and the longer maximum duration of benefit payments
(24 versus 4.6 months). Since a considerable share of displaced workers experience long
spells of unemployment, the share of earnings losses due to joblessness that is compensated
by UBs will be significantly lower in countries where the maximum period of benefit
receipt is relatively short.®> For example, one in four displaced workers in the United States
in 2014 had exhausted their Ul entitlement — OECD (2016p7). While many displaced
workers do not qualify for unemployment benefits in Australia and New Zealand, due to
means testing (see below), and the initial NRRs are quite low for qualifying job losers in
these countries, the absence of a time-limit on the receipt of these benefits means that the
average NRRs over 5 years are substantially above the OECD average.

Given the high level of concern about the hardship experienced by displaced workers and
the relatively high risk they experience long spells of unemployment, it is natural to ask
whether UB rules should treat displaced workers more generously than other unemployed
jobseekers. To a limited extent this is quite common. For example, eligibility rules often
either deny benefits to certain groups, such as workers who voluntarily left their job,
self-employed or apprentices whose contract is not renewed, or impose an additional
waiting period on such applicants before they are entitled to begin receiving benefits.
However, the Employment Insurance (EI) programme in Japan provides an example of a
much more ambitious approach to providing greater income support to formerly stable
workers who are displaced and then are slow to become re-employed than is available to
other jobseekers (OECD, 2015/23)). The maximum duration of EI payment is significantly
longer for specific qualified recipients, a category which mostly applies to displaced
workers, than it is for ordinary unemployed, a category which includes most people
voluntarily quitting their job or whose temporary job ended. The maximum EI payment
duration also increases quite strongly with age and job tenure for specific qualified
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recipients (e.g. from 90 days for a displaced worker aged 44 years or younger with
1to 5 years of job tenure, at the low end, up to 330 days for a displaced worker
aged 45-59 with 20 or more years of tenure). Such an approach probably better aligns the
level of income support with the risk of long-term unemployment, but should only be
pursued if combined with more intensive activation of the groups eligible for longer
duration benefit payments.

Coverage rates

How effectively UB systems compensate for the earnings losses is also influenced by the
share of displaced workers who qualify to receive these benefits, that is, the effective
coverage rate for this group.®® That share appears to be quite high in seven of the review
countries where the first tier UB system is organised as unemployment insurance (see
Chapter 5). Nonetheless, coverage gaps are of concern for certain workforce groups. For
example, effective Ul coverage is relatively low among non-regular workers who are
displaced in Korea and Japan. However, coverage rates are on an upward trend in Korea (as
the Ul system matures) and Japan experimented successfully with a temporary extension of
UI eligibility to more low tenure workers during the economic crisis, possibly setting the
stage for permanent measures (OECD, 201342); 2015123)). There has been a downward trend
in Ul coverage rates in Denmark and Sweden, where enrolment is voluntary, but only
Sweden has a basic public unemployment benefit that is available to job losers who chose
not to enrol in a Ul fund (OECD, 2015j; 2016(437). Declining coverage in Denmark is also
highly concentrated in the bottom three income deciles causing lower-income displaced
workers to be particularly unlikely to receive income benefits, even when they experience a
lengthy spell of unemployment.®” By far the largest gaps in UB coverage are found in
Australia and New Zealand, where the first tier UB programme is designed as a safety net
of last resort that provides a flat-rate payment to families whose income and liquid assets
are below the minimum adequacy standards set by the government (OECD, 2016ps;;
2017p38)). This results in relatively few displaced workers qualifying for public income
support following displacement, at least initially, although more become eligible eventually
if they remain unemployed for an extended period and their spouse has little or no earnings.
For example, only about one-third of the stock of non-employed displaced workers reported
welfare benefit receipt in 2015 in New Zealand.

Interaction with other sources of income support

In assessing the adequacy of the income support that displaced workers receive from
UB programmes, it is important also to take account of both the severance awards
received by many displaced workers and other public programmes, especially the social
assistance programmes that act as a backstop to the first tier UB scheme. Severance
awards are quite widespread in some OECD countries and can be quite high. For
example, long-tenure regular workers in large corporations in Japan tend to accumulate
severance entitlements that exceed their maximum cumulative UI benefit entitlement
(OECD, 201523)). However, it appears that the displaced workers with the greatest
UB entitlements also tend to receive the most severance, suggesting a limited role for
severance payments in plugging the most worrisome gaps in UB adequacy.®® Another
indication that severance awards and last-resort social benefits are of limited effectiveness
in avoiding large uncompensated earnings losses following displacement is that the
poverty risk for displaced workers appears to be quite high in some of the countries
studied. For example, in the United States, two in three families with a displaced worker
fall into poverty for some time (OECD, 2016(27)).
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Figure 4.8. Unemployment benefit schemes are a key source of income support

Net replacement rates (NRRs)“ for an average-income earner, calculated at three different points of time
(initially, averaged over one year and averaged over five years), 2015, percentages
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a) Net replacement rate (NRR) is the ratio of net income out of work to net income while in work.
Calculations consider cash income (excluding, for instance, employer contributions to health or pension
insurance for workers and in-kind transfers for the unemployed) as well as income taxes and mandatory
social security contributions paid by employees. Unemployment benefits include unemployment
insurance and unemployment assistance. Social assistance and housing-related benefits potentially
available as income top-ups to unemployment benefits for low-income families are not included. Family
benefits are included, while entitlements to severance payments are excluded. NRRs are calculated for a
40-year-old worker with an uninterrupted employment record since age 22. They are averages over four
different stylised family types (single parents and one-earner couples, with and without children) and two
earnings levels on the lost job (67% and 100% of average full-time wages). Due to benefit ceilings,
NRRs are in most countries lower for individuals with above-average earnings.

b) Unweighted averages of the 34 OECD countries shown in Panel A above (excluding Mexico).

Source: OECD Tax-Benefit Models, www.oecd.org/els/social/workincentives.

StatLink Sw=r http://dx.doi.org/10.1787/888933778326

The Back to Work country reviews highlighted an issue that has not received a lot of
attention, namely, how unemployment benefit entitlements and severance payments
should be co-ordinated. Table 4.4 summarises legal entitlements to severance pay in the
reviewed countries (and several other OECD countries), as well as any rules about
interactions between severance pay and UB payments. Quite often, the receipt of
severance pay delays UB entitlement with this effect being particularly strong in
Australia, Canada, Finland and Sweden. In Denmark and Sweden, the size of the
severance payment declines as the Ul benefit increases. These various off-sets may reflect
judgements about the overall adequacy of the income support provided by the
combination of these two types of payments. While the question how best to co-ordinate
UB and severance payments is understudied and it would be premature to designate best
practice principles, these examples raise several issues that merit further attention:
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Table 4.4. Characteristics of severance pay schemes for displaced workers
in selected OECD countries

Legal basis and eligibility
conditions

Minimum amount set by
statutory law

Collective bargaining
coverage rate?

Interaction with
Ul entitiement

Australia

Austriab

Canada

Denmarke

Finland

France

Federal statutory law and
provisions in collective
agreements.

Statutory law: Access to
individual accounts only if
tenure over 3 years.
Otherwise account carried
over to next employer.
Federal statutory law,
Provincial law, and
provisions in collective
agreements.

Statutory requirement for
white collar workers and
collective agreements ofor
blue collar workers.

No legal requirement.
Provisions in collective
agreements.

Statutory law and
provisions in collective
agreements.

Min: tenure < 1 year = 0,
tenure = 1 year

and < 2 year = 4 weeks.

Max: tenure = 9 years

and < 10 years = 16 weeks.
Tenure = 10 years = 12 weeks.
Amount depends on the
capital accrued in the fund,
investment income earned
and capital guaranteed.

59% (2016).

98% (2016).

Min (employees covered by = 28% (2016).
federal law):

tenure < 1 year = 0,

tenure = 1 year

and < 3 years = 5 days after
which

tenure = 3 years = 2 days for
each year of tenure.

Min (Ontario):

tenure < 1 year = 0,

Max (Ontario):

Tenure = 26 years = 26 weeks
if the firm has a payroll of
CAD 2.5 million or more.
Other jurisdictions: no
legislated severance pay.
White collars:

Min: Tenure < 12 years = 0, (2015).
Tenure = 12 years

and < 15 years = 1 month.

Max: Tenure > 18 years = 3 months.

Blue collars:

The monthly amount of

severance pay is calculated as

follows: 85% of monthly salary

minus the monthly

unemployment benefit, and is

payable for:

1 month > 3-year tenure;

2 months > 6-year tenure;

3 months > 8-year tenure.

na. 89% (2015).

Min: tenure < 8 months: 0,
tenure = 8 months

and < 10 years: 0.25 months
per year of service,

tenure = 10 years: 1/3 month
per year of service

99% (2014).

84% for all workers

Waiting period for

Ul benefits is increased by
number of (wage) days
received in severance pay.

None.

Waiting period for

Ul benefits is increased by
number of (wage) days
received in severance pay.

For blue-collar workers, the
amount of severance pay
is reduced by the amount
of Ul benefits. Indeed,
since initial replacement
rates are most often

above 85% for low-paid
workers, severance pay is
rarely paid to blue collars.

Waiting period for

Ul benefits is increased by
the number of (wage) days
received in severance pay.

Waiting period for

Ul benefits is increased if
severance pay exceeds
legal minima, by a duration
in days corresponding to
the extra-amount in
severance pay divided

by 90 (total waiting period
capped at 75 days).
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Legal basis and eligibility
conditions

Minimum amount set by
statutory law

Collective bargaining
coverage rate?

Interaction with
Ul entitiement

Germany

Japan

Korea

New Zealand¢

Sweden

United States

Statutory law: an
employee working in a
firm with at least ten
employees who is
dismissed on the basis of
compelling operational
reason is entitled to
severance pay if offered
by the employer and the
workers renounces to go
to court.

No legal requirement.
Provisions in collective
agreements.

No legal requirement.
Provisions in collective
agreements.

No statutory requirements
in the Employment
Relations Act. Except
under some
circumstances for a very
small group of
“vulnerable” workers.

No legal requirement.
General provisions
established in collective
agreements respectively
for white collars

aged over 40 and for blue
collars aged over 40 and
with 50 months of
employment over the last
5 years.

No legal requirement.
Provisions in collective
agreements.

Half a month’s pay per year of
tenure (if offered by the
employer).

n.a.

n.a.

Paid if explicitly negotiated
and included in individual or
collective employment
agreements.

White collars: Complements
Ul at a max of 70% of
previous wage for a period of
6-18 months depending on
age.

Blue collars are entitled to a
lump sum increasing with age.

n.a.

56% (2016).

17% (2016).

12% (2015).

20% (2016).

90% (2015).

12% (2016).

Waiting period for Ul
benefits is increased by a
fraction of the number of
(wage) days of severance,
where the fraction varies
with age and job tenure
and the delay is capped
at 1 year.

None.

3-month delay in Ul
benefits if severance pay is
KRW 100 million or more.
No interaction, except

one week longer benefit
stand-down

(i.e. two weeks) if
redundancy pay pushes
prior annual income over
the average annual
income.

Waiting period for

Ul benefits is increased by
number of (wage) days
received in severance pay.

Severance pay amount
declines with Ul benefit
level for white-collar
workers.

Increased waiting period
for Ul benefits or reduction
in the benefit amount
depending on the state.

Note: Ul: Unemployment insurance; n.a.: Not applicable.

a)

b)
o

d)

Source:

statutory

severance

The collective bargaining coverage rate provides an indication of the proportion of the workforce
potentially covered under these agreements and therefore likely to receive higher severance packages
than the legislated ones.
Austria: Conditions refer to workers with contracts concluded after January 2003.
Denmark: Conditions are regulated by collective agreements per sector for blue-collar workers and
by regulation for white-collar workers.

New Zealand: In case of restructuring, defined as outsourcing, the employee has the right to ask for
transfer to the contractor. If refused, the worker can negotiate redundancy arrangements.
pay: Décret n° 2017-1398 du 25 septembre 2017,

https://www.legifrance.gouv.fi/eli/decret/2017/9/25/2017-1398/jo/texte, for France, and OECD Employment

Protection Database, 2013 update, www.oecd.org/employment/protection, for other countries; OECD/ICTWSS
Database, https://stats.oecd.org/Index.aspx?DataSetCode=CBC, for adjusted bargaining coverage rates; and country
responses to the “OECD Questionnaire on Eligibility Criteria for Unemployment Benefits and Interventions in the
Unemployment Spell” for interaction with Ul entitlement (rules as of June 2014).

As was discussed in Section 4.3, delaying eligibility for UBs until severance pay
has been spent down (as appears to be the logic of the offset rules used in
Australia, Canada, Finland and Sweden), has important implications for the
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provision of re-employment support to displaced workers. In particular, a strategy
is then needed to connect displaced workers to re-employment services even
before they become eligible for UB payments

e If UB and severance payments are considered to represent alternative sources of
compensation for the earnings losses experienced by displaced workers, then it is
natural to think of them as being close substitutes and to means test eligibility for
one of these payments based on how much of the other is received. However, it
might be more appropriate to think of UB benefits as providing partial insurance
against the earnings losses due to post-displacement unemployment, whereas
severance payments provide insurance against the loss of earnings due to lower
wages upon re-employment. Parsons (forthcoming4)) provides a theoretical
argument supporting the idea that a well-designed combination of UI and
severance pay could represent an efficient form of “job displacement insurance”.
In that package, Ul provides insurance against the unemployment risk while
severance pay provides insurance against wage loss. From this perspective, it
probably does not make sense to think of these two types of insurance as being
close substitutes and to means test one against the other.

e Considered as insurance for the wage loss associated with displacement,
severance pay takes the form of a scheduled (i.e. lump sum) benefit, the payment
of which is triggered by displacement while the amount paid is independent of the
size of the actual wage losses. An alternative design for providing wage insurance
is to structure it as a public social insurance programme where eligibility to
receive a benefit is conditional on re-employment at a lower wage and the size of
the payment depends on ex-post wage losses.

4.4.2. Is there a role for wage insurance?

A major unresolved issue related to the provision of income support to displaced workers is
whether and how to compensate for the part of earnings losses that sometimes persists long
after they have become re-employed, because they can no longer command as high of a
wage as they earned on the lost job. Particularly for long-tenure blue-collar workers, this
can represent the largest part of total earnings losses in the long-run. Wage insurance (WI)
is sometimes proposed as a supplement to unemployment insurance which cushions this
second type of earnings loss following displacement. Similarly, to unemployment benefits,
which offset a portion of the earnings losses due to post-displacement unemployment, WI
pays displaced workers who accept new jobs at lower wages an earnings supplement that
replaces a fraction of the difference between earnings on the old and the new job. Often, it
is proposed that this supplement would be limited in duration (maybe one or two years) or
limited to certain groups who are particularly at risk of experiencing a permanent loss of
earnings capacity, such as older and long-tenured displaced workers, and/or workers who
become re-employed within a certain period (e.g. within six months after displacement).
The experience to date with WI is quite limited, but proposals to implement it on a larger
scale have been a recurrent feature of employment policy discussions in North America the
past several decades (OECD, 2015135; 2016p27)).%°

Proponents of WI argue that it can provide a more equitable sharing of the gains from
economic restructuring by reducing the adjustment costs faced by those who are hurt the
most. It is also argued that WI would improve incentives for speedy re-employment, as
unemployment benefits become less attractive relative to accepting a new job. But WI
also comes with potential problems. First, the cost could be high unless the earnings
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supplements are tightly targeted. Tight targeting, however, would be likely to create
inequities between displaced workers re-employed at lower wages who receive the WI
benefit and similar workers who do not. To the extent WI speeds up re-employment,
shorter unemployment spells could come at the cost of shifting workers into low-quality
jobs with low wages and poor prospects for training and wage growth. Finally, there may
be a risk of employers being able to offer lower wages than they would in the absence of
such schemes.

Evaluations of two small wage insurance schemes in North America suggests that W1 is
an effective instrument for reducing the decline in the net incomes of displaced workers
who become re-employed at a lower wage, but does not have a significant impact in
speeding re-employment or affecting the post-displacement wage (Bloom et al., 20014sy;
Wandner, 2016p6)). While it seems premature to implement a large-scale wage insurance
scheme in the absence of a clearly demonstrated working model, further pilot studies of
WI schemes would be of considerable value given the high level of concern about the
impact of displacement on worker well-being. It would also be useful for researchers to
assess the comparative advantages and disadvantages of WI as compared to alternative
measures that also be used to compensate displaced workers who become re-employed at
a lower wage, such as a gradual phasing out of Ul benefits as re-employment earnings
rise, severance pay and general in-work benefit schemes.

4.5. Concluding remarks

Reconciling economic dynamism with employment and income security for workers is an
important policy challenge and labour market programmes have a central role to play in
meeting that challenge. This chapter has analysed how best labour market programmes
can play that role by summarising the main lessons from the OECD’s recent Back to
Work reviews in nine countries. It highlights a number of effective practices that are
already in place in some OECD countries, as well as a number of areas where
improvement is needed. The latter include reducing both the sometimes large
discrepancies in the assistance provided to different groups of displaced workers facing
similar difficulties in reintegrating into the labour market as well as the sometimes long
delays in connecting displaced workers with the re-employment services they require.

The chapter confirms that the starting point for improving the re-employment prospects
and income security of displaced workers is to make further progress at developing a
system of well-designed and adequately-resourced active and passive labour market
programmes that implement an effective national activation strategy while also providing
an adequate level of income security. However, the general principles of good labour
market practice need to be applied in a way that addresses the particular situation of
displaced workers, including both the particular barriers to successful re-employment that
they face and their particular advantages in searching for a new job. From the perspective
of activation policy, two of the most important differences between displaced workers
and other jobseekers are the greater scope for proactive measures, beginning during the
notice period before the layoff occurs, and the large contribution that employers can make
to fostering successful mobility for workers they displace, ideally in close collaboration
with trade unions and labour market authorities.

The chapter identifies a number of avenues for improving the assistance that labour
market programmes provide to displaced workers, but also leaves key questions
unanswered. One such question concerns spending priorities. Many of the strategies
identified here for improving re-employment services and income-support for displaced
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workers would imply higher spending. In the context of tight budgetary constraints,
expanding the resources devoted to assisting displaced workers could lead to a reduction
of the resources available to help other groups (e.g. the long-term unemployed, welfare
benefit recipients and people with partial disabilities), who have been a major focus of
activation policy in recent years. Spending priorities will need to be set in light of specific
national conditions, but the currently high level of concern about mass layoffs suggests it
is timely to consider redoubling efforts to assist displaced workers. Even if it were not
deemed appropriate to increase spending on assistance for this group, the chapter may
provide useful guidance for using existing resources more effectively.
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Notes

' Other terms for this group include redundant, retrenched and laid-off workers. Similarly, job
displacements are often referred to as redundancies, retrenchments, layoffs and economic
dismissals.

2The ageing of the workforce also increases the risk that rapid structural change in the labour
market inflicts large costs on displaced workers, since labour market mobility is particularly
difficult for older workers (OECD, 2014e4)).

3 The potential fragility of this political support is underlined by the recent successful exploitation
of widespread concerns about job losses by populist political movements in a number of OECD
countries.

* See OECD (201342)) for Korea, OECD (2015p3)) for Japan, OECD (20153)) for Canada,
OECD (201526)) for Sweden, OECD (2016y23;) for Australia, OECD (2016y43)) for Denmark,
OECD (2016(22)) for Finland, OECD (2016(27)) for the United States, and OECD (OECD, 2017 35))
for New Zealand. The OECD Secretariat is grateful to the national authorities and many other
stakeholders in the nine countries that participated in the OECD Back to Work reviews of policies
to assist displaced workers back into suitable jobs. The analysis underlying this chapter could not
have been successfully conducted without their generous support.

3 The nine countries reviewed are quite diverse yet were found to be grappling with very similar
issues in their efforts to support displaced workers. This suggests that these reviews are likely to
be informative on the main policy issues that need to be addressed in other OECD countries. It
should be noted, however, that no Latin American or non-Nordic European countries participated
in the reviews and it is possible that the chapter’s analysis fails to address specific aspects of the
policy challenges facing such countries.

® A recent example of this genre is Amy Goldstein’s book about the 2008 closing of a large
General Motors plant in Janesville, Wisconsin (Goldstein, 2017s27).

7 For the purpose of this analysis, the term displaced worker refers to workers involuntarily
separated from their job due to economic or technological reasons, such as layoffs related to a
recession or structural economic change. Two distinct approaches were used to differentiate job
displacement from other types of separations, such as voluntary quits, depending on the
underlying data source in each country: 1) self-defined displacement — when household survey data
is used, the worker’s assessment of the reason for the separation is used to identify displacements;
and ii) firm-identified displacement — when linked employer-employee longitudinal data (usually
from administrative sources) is used, job displacements are defined as job separations from firms
that, from one year to the next, experienced a large reduction in employment. In order to focus on
workers likely to have a stable attachment to their jobs, attention is restricted to workers aged
20-64 who had at least one year of job tenure prior to separating from their employer.
OECD (20133 provides detailed documentation of the underlying data sources and definitions.

8 The most notable measurement issue is the use of the self-defined displacement concept and
household survey data for some countries, while the firm-identified displacement concept and
linked employer-employee data are used for other countries (as discussed in the previous endnote).
Both types of data sources and the associated definitions have strengths and weaknesses and it is
not clear a priori which provides the most accurate information about displacement (OECD,
20132)).

® While the majority of job displacements reflect structural, rather than cyclical, variations in
labour demand, recent research analysing the costs of recessions has provided evidence that total
displacement costs increase sharply during recessions, due to both higher rates of displacement
and greater costs for each displaced worker due to longer durations of unemployment and an
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elevated risk of re-employment in lower paying jobs (Davis and von Wachter, 2011(ss); Farber,
2017[55]).

10 Assuming that displacement risk in each year is distributed as an independent and identically
distributed random variable, an annual displacement risk of 3% implies that a worker has
a 70% chance of experiencing one or more displacements over the course of a 40-year career.

' Moreover, some workers are also dismissed for poor job performance or fault.

12 The estimates of total separations and displacement are based on different data sources for some
of these countries and may not be fully comparable. Thus, the estimated displacement shares of
total separations should be considered as providing only an approximate indication of the
contribution of economic dismissals to total separations. The large cross-country differences in
this ratio should also be interpreted with caution since they may reflect measurement biases.

13 See OECD (201344)) for a fuller discussion of variations in the risk of job displacement.

4 The figures shown in Figure 4.3 are lower than, and conceptually different from, the
re-employment rates exactly 1 or 2 years after displacement, which are reported in a number of
national studies. In order to cover a maximum number of countries, the statistics on displacement
that are analysed in this section are based on panel data in which the labour market status of
individuals in the sample are observed at 12 month intervals. Thus, the within-one-year
re-employment rates presented in Figure 4.3 indicate the share of persons who; i) were displaced
at some point between year #-1 and year ¢, and ii) were employed when observed in year ¢. It
follows that the time since displacement can range from 1 day to a full year. Whereas the
re-employment rate within 1 year was 30% in France during 2004-2008 and even lower during the
crisis, the re-employment rate of displaced workers 1 year later averaged 42% during 2003-2011
(Nafilyan, 2016ys0)).

15 While some of the cross-country differences in the speed of re-employment probably reflect
measurement issues or differences in business cycle conditions in the years covered, the speed of
re-employment following displacement probably does vary substantially. One indication that this
is the case is that the countries with low re-employment rates in Figure 4.3 also have a high
incidence of long-term unemployment (e.g. the correlation between the 1-year re-employment
rates of displaced workers during 2003-08 and the share of all unemployed who had been out of
work for 12 months or longer was -0.8).

16 Whereas Figure 4.1 indicated that the increase in the incidence of displacement during the crisis
quickly reversed once the recovery was underway, Figure 4.3 indicates that the increased
difficulty in finding a new job persisted longer, presumably because the rapid recessionary
increase in the unemployment rate reversed only slowly.

7 OECD (20134)) provides full documentation of the estimation equations, variable definitions
and samples that were used in this analysis.

8 Not surprisingly, the post-displacement dip in earnings is smaller in countries where
re-employment is rapid, such as Finland and Sweden, than in countries where many displaced
workers remain jobless for an extended period of time, such as Portugal.

1 OECD (2013(4)) survey this research literature.

20 For example, Farber (2004(ss) shows that the average change in weekly earnings following
displacement in the United States are 1% for re-employed workers who had 1-3 years of job
tenure on the lost job, -6% for workers who had 4 to 10 years of tenure, -17% for workers who
had 11-20 years of tenure and -32% for workers who had 20 or more years of tenure. A study
using Dutch data for the period 2000-2011 shows that the tendency for earnings losses to be larger
for long-tenure displaced workers is strongest for older workers displaced from sectors where
overall employment is declining (Deelen, de Graaf-Zijl and van den Berge, 2018;57)).
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21 This co-ordination is sometimes formalised in private-public partnerships to manage the impact
of a mass layoff, as is exemplified by the SSI Task Force which was set up in response to the
closing of the SSI Steelworks in Redcar in 2015 (SSI Task Force, 2017 4s)).

22 For example, Andrews and Saia (2017(s)) provides evidence that both direct policy measures
(e.g. greater spending on ALMPs) and indirect measures (e.g. regulatory reforms lowering entry
barriers in product markets) are associated with faster re-employment of workers displaced due to
plant closings.

23 This risk also exists for direct measures. In particular, inadequate income and re-employment
support for displaced workers can generate political demands for excessively strict employment
protection legislation that has a high efficiency cost — see Chapter 3 in OECD (20132y).

24 One reason that evaluation studies rarely single out displaced workers for attention is that the
administrative data that they typically rely upon rarely classifies jobseekers according to whether
they were displaced from a previously stable job or became unemployed in another way. For the
same reason, the staff operating ALMPs often has little idea which types of services displaced
workers receive as compared with their other clients.

25 Barnow and Smith (2015(607) and OECD (2016[27)) survey key results from these evaluations.

26 International research has shown that the effectiveness of ALMPs is enhanced when they are
combined with systematic monitoring of compliance with benefit eligibility criteria, such as
actively searching for a job, that is backed up by benefit sanctions. This form of activation is
relatively weak in the United States and is likely to be especially weak for displaced workers who
have already exhausted their UI eligibility (Arni, Lalive and Van Ours, 2013617; OECD, 201529)).

27 A recent dissertation uses a regression discontinuity design to evaluate the benefits generated by
an early intervention measure for blue collar workers in Sweden and concludes that workers
receiving this assistance experience only slightly better re-employment outcomes (Andersson,
2017(627). However, the policy discontinuity used to identify the effectiveness of these
re-employment services allows estimating the impact only for very low-tenure workers; probably
the sub-groups of displaced workers with the least need for this type of assistance.

28 These typically include requirements that recipients meet regularly with a case worker,
follow-up on job referrals from the employment office or participate in time-intensive active
measures such as counselling or training, that are backed up by monitoring and the possibility of
benefit sanctions — see Immervoll and Knotz (forthcomings;)) for an overview of these
requirements.

2 The only general application of experience rating of employers' UI contributions within
OECD countries comes from the United States. Nevertheless, other countries may levy specific
taxes at the time of layoff to finance unemployment benefits or re-employment plans — e.g. Italy
and, in the case of certain types of collective dismissals, Spain — see OECD (20132}). Moreover, a
number of OECD countries have had considerable success in discouraging overuse of sickness
benefits by requiring employers to pay some of the cost of sickness benefits (OECD, 2015(¢3)).

30 One way to limit potential overuse of STW subsidies is to require employers to bear part of the
cost of earnings supplements that are paid to workers while their hours of work are temporarily
reduced, as is the case in both Germany and Japan.

31 Research in the United States has shown that displaced workers receiving advanced notice
spend less time unemployed than workers laid-off without advance warning — see e.g. Nord and
Ting (1991}49;)) and Swaim and Podgursky (1990y47)). This effect is likely to be greater when
advance warning triggers early access to re-employment assistance, but evidence appears to be
lacking about whether that is the case.
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32 In the case of mass layoffs, it is quite common for the PES to set-up a temporary office either at
the work site or very close to it. In many cases, these temporary offices continue to function for
some time after the workers are displaced and become unemployed, but workers remaining
unemployed are eventually transferred to being served by the general PES system.

33 Initiating training during the notice period often would be incompatible with the worker
continuing to perform on the old job. It also makes sense to assess carefully which displaced
workers require training given that this is an expensive measure that creates a substantial lock-in
effect.

3% It is possible that local labour market authorities tend to overvalue early intervention measures
because these measures are most commonly used in the case of mass layoffs, when there is strong
political pressure to be seen to be doing something for the workers losing their jobs.

35 The challenge of scaling-up employment services is discussed in more detail in Section 4.3.

3% Indeed, large Japanese employers make considerable efforts to avoid layoffs, including by
arranging for staff who are no longer needed to transfer directly to another firm, often within the
same business group (keiretsu). Industrial groups have also created a national network of
Industrial Employment Stability Centres that facilitate inter-company transfers between firms that
do not belong to the same business group.

37 While the Job Security Councils in Sweden offer a very attractive model for managing layoffs,
it is not a realistic choice for countries where collective bargaining coverage is low or employers
and unions do not have a tradition of collaborating in the management of restructuring.

38 Sixty days of notice is required for layoffs of 50 or more workers. However, noncompliance
appears to be quite high and almost two-thirds of all displaced workers reported receiving no
advance notice during 2000-14 (OECD, 2016p27).

3 For example, notice periods are significantly longer for white-collar workers than for
blue-collar workers in Denmark, even though re-employment rates tend to be higher for more
skilled workers.

40 Employees in firms with 1 000 or more employees are entitled to outplacement leave (congé de
reclassement) which provides both re-employment services and income support that is organised
and financed by the firm and the details of which are specified in a PSE.

1 The Labour Mobility Subsidy payments were only available to small and medium sized firms until
2014, when the programme was made more generous and extended to cover larger firms.

2 As was noted above, some workers are not covered by a job security council and the intensity of
the re-employment and retraining services varies considerably across the different councils, with
white-collar workers in the private sector receiving significantly more intensive support than their
blue-collar counterparts (OECD, 2015/2)).

3 While there appears to be only anecdotal evidence on this point, a number of studies have found
that displaced workers fare worse in regions with high unemployment. Local labour market
conditions would matter less if workers displaced into a depressed local labour market responded
by migrating to regions with more buoyant labour markets. While that happens to a limited
degree, the geographic mobility of displaced workers is inhibited by many factors (e.g. the
spouse’s job, ties to the community and home ownership) and it appears to be quite low in
practice.

* There does not appear to be any research examining whether displacement costs systematically
rise with the number of workers who are displaced. However, Gibbons and Katz (1991;s3;) found
that US workers who were displaced when their employer closed or moved actually fared better —
in the sense that they were re-employed more rapidly and experienced a smaller reduction in
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earnings on the new job — than workers losing jobs as part of a partial reduction in staffing at their
place of work.

45 This situation has probably improved in recent years, as the national government has devoted
increased attention to improving coordination across departments and with state and territorial
governments in the management of mass layoffs.

4 One weakness of the otherwise impressive performance of the Swedish system for providing
re-employment services to displaced workers is that the PES has little knowledge of the gaps in
the services offered by the Job Security Councils and, hence, is not as active as it should be in
filling those gaps before workers have been out of work for an extended period of time (OECD,
2015p6)).

47 Activation services are more difficult to deliver and tend to be less effective for displaced workers
and other jobless persons of working age who do not qualify for unemployment or social-assistance
benefits. This occurs because these income benefits provide the principal instrument for linking
jobless people to employment services and active labour market programmes, while the risk of
benefit sanctions and related warnings provide a strong incentive to effectively engage with service
providers (Immervoll, 2012s517). While most displaced workers not finding a new job before the end
of their notice period are eligible for public income benefits, at least for some period of time, some
exceptions occur and are discussed below.

8 The spending data in Figure 4.7, suggests that some of the association that regression-based
studies have documented between the aggregate level of ALMP spending and labour market
outcomes — e.g. Bassanini and Duval (2006(s97); OECD (2017[10)) — might actually reflect the
cross-country association between higher spending on ALMPs, on the one hand, and employer
and union federations playing a larger role in the labour market on the other hand, including by
effectively collaborating in the management of labour market restructuring. For example,
Sweden’s high spending on ALMPs might contribute less to its impressive re-employment
statistics for displaced workers (cf. Section 4.1) than the effectiveness of its Job Security Councils
(cf. Section 4.2).

4 Since active labour market programmes (as well as UI benefit schemes) were invented, in large
part, to support displaced workers, it may appear unlikely that existing activation systems would
not offer services that correspond closely to the re-employment assistance needs of this group.
However, the nine Back to Work reviews showed that many labour market stakeholders in these
countries perceive that the PES is primarily focussed on improving the employment prospects of
more disadvantaged groups, such as the long-term unemployed, sole parents and early school
leavers.

0 As was discussed above, the French PES has recently expanded targeted re-employment
services for displaced workers who opt for intensive public re-employment services in exchange
for surrendering some of their rights to contest their layoff and to receive employer-provided
transition assistance. Opening a targeted re-employment track for displaced workers has made it
possible to designate and train case workers who specialise in assisting this group. It has also
facilitated the use of private labour market intermediaries which are able to provide customised
placement services to different groups of displaced workers. For example, private placement firms
with the relevant expertise and contacts have recently been engaged to run re-employment
workshops for displaced managers and obtained good results (OECD, 2014 ¢4)).

U1t is occasionally possible for displaced workers to continue to reside in their own community
while obtaining a new job in a different region. During the recent mining booms in Australia and
Canada, acute labour shortages in remote and sometimes inhospitable mining areas led employers
to organise “fly in, fly out” employment arrangements whereby workers who live elsewhere —
including urban production workers displaced from manufacturing jobs — alternate periods of
intense work at the mining site with periods living in their homes (OECD, 2016y23)).
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32 One notable exception is the United States, where a portion of the funding for ALMPs has been
dedicated to “dislocated workers” since 1962. As a result, job seekers newly registering at the PES
are classified according to whether they are displaced workers (OECD, 2016(27)). However, this
classification exercise appears to be more a question of assigning costs to the correct budgetary
category, rather than an integral part of assessing individual re-employment needs.

53 While a tendency to target intensive ALMPs on workers with longer-standing disadvantages —
rather than newly displaced workers who appear to face a difficult adjustment — appears to be
widespread, this pattern is likely to be especially strong in Australia and New Zealand (OECD,
2016p25); OECD, 201735)). Both countries structure income benefits for the unemployed and the
associated activation regime on a social assistance model that serves families whose incomes fall
below an adequacy threshold. Given this orientation, it is logical that intensive re-employment
services are targeted at the benefit recipients thought most at-risk of long-term welfare
dependency. At a result, relatively few displaced workers receive income benefits and, when they
do receive benefits, they are often assigned to the lowest level of re-employment support, at least
initially.

% The Back to Work reviews also identified a number of interesting initiatives targeting more
intensive re-employment and retraining services to older long-tenure displaced workers, including
the Second Career programme in Ontario (OECD, 2015[13)).

5 Since unemployment benefits in Australia and New Zealand (the New Start Allowance in
Australia and Jobseeker Support in New Zealand) is systematically means tested against all forms
of income, many displaced workers have no access to these benefits (e.g. if they have a working
spouse) or can only access these benefits after a long period of unemployment during which they
deplete their savings. This design makes it particularly likely that many displaced workers never
receive any public re-employment assistance or only begin receiving it after a long delay.

56 In the United States, ALMP expenditures per displaced worker fell from around 1 500 USD in
2008 to around 500 USD in 2010 (OECD, 2016(27).

57 Funding for ALMPs automatically increases when the unemployment rate rises in Denmark and
Switzerland, but most OECD governments rely upon discretionary policy measures to boost
budgets for re-employment services during recessions. The discretionary fiscal stimulus packages
that many governments enacted in 2009, in response to the global financial crisis, generally
included expanded funding for re-employment services for the unemployed, as wells as measures
to increase income support for this group (OECD, 2009;1y).

38 One outcome of this experience was the development of a national inventory of mobile PES
offices (“One-Stop Centers”), so as to make it easier in the future to organise interstate loans of
these units.

% The Australian national government has recently announced a new initiative, the Stronger
Transitions Package, that is designed to provide early support to workers in selected regions
facing significant structural changes (Department of Jobs and Small Business, 2018ss)). The
measure is due to start in July 2018 and will broaden the sectoral adjustment approach previously
used by expanding the focus to workers in hard-hit regions.

0 Developing new sources of comparative advantage in localities that are hard-hit by import
competition or economic change more generally is an important policy goal. However, it tends to
operate on too long of a time horizon to be of much help to most of the workers losing their jobs
in declining sectors.

61 Political economy concerns to build and sustain popular support for trade liberalisation appear
to have played an important role in the creation of TAA, EGF and the structural adjustment
programmes in Australia.
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2 The problems discussed in this paragraph appear to be much less severe, or possibly even
absent, when tailored services are offered for displaced workers within the general ALMPs
operated by the PES, even when those services extend beyond early intervention measures. As
was discussed above, the career security contracts (CSP) in France and the dislocated worker
funding track within the main ALMPs in the United States are notable examples of this approach.

6 As was discussed above, the primary purpose of short-time working schemes is to preserve
viable jobs and thus avoid permanent layoffs that do not enhance allocative efficiency. However,
even in a well-designed STW scheme some of the workers receiving benefits ultimately will be
displaced when it becomes clear their job is not viable in the long run.

% Over 58000 WEPP claimants received compensation payments between July 2008 and
March 2013, but difficulties and delays have arisen when firms close without a formal declaration
of bankruptcy (so-called “walk away firms”).

6 See Chapter 5 for a comparison of maximum unemployment benefit durations in

OECD countries.

6 See Chapter 5 for an analysis of recent trends in benefit coverage which shows that coverage
rates tend to be higher for displaced workers than for other unemployed persons.

7 Almost one in five displaced workers in Denmark who are still unemployed one year later have
no access to income support.

68 Statistics on the joint distribution of these two sources of income support are very rare, but the
characteristics of displaced workers receiving large severance awards accords quite closely with
the profiles that imply the greatest Ul entitlements (high earners with long tenure).

6 President Obama proposed a national wage insurance scheme in his final State of the Union
speech in January 2016. His proposal was essentially to expand the small wage insurance
programme that has existed for older trade displaced workers since 2002 (renamed as
Reemployment Trade Adjustment Assistance or RTAA in 2009) to cover most of the adult
workforce.
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Chapter 5. Unemployment-benefit coverage: Recent trends and their drivers

This chapter discusses the scope of unemployment-benefit systems, documents recent
trends in the number of benefit recipients, and presents alternative measures of benefit
coverage in comparative perspective. A decomposition analysis for selected countries
seeks to identify key driving forces behind observed coverage trends, including
labour-market and demographic changes, as well as benefit policy reforms. In most
countries, only a minority of jobseekers receive unemployment benefits and while benefit
receipt has increased substantially during the early post-crisis period, this has failed to
arrest the longer-term trend towards falling benefit coverage documented in earlier
studies. Although composition effects account for a significant share of the recent decline
of benefit coverage, some of it is a result of policy reforms that have reduced
unemployment-benefit generosity either in search of budgetary savings or in an effort to
articulate job-search incentives for the unemployed.

The statistical data for Israel are supplied by and under the responsibility of the relevant Israeli authorities.
The use of such data by the OECD is without prejudice to the status of the Golan Heights, East Jerusalem and
Israeli settlements in the West Bank under the terms of international law.
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Key findings

Among the range of income-support measures that countries operate, unemployment
benefits have a central role in stabilising the incomes of jobseekers and in facilitating
access to associated employment-support programmes. Low or declining benefit coverage
among jobseekers has been one of the drivers of the long-term rise in income inequality.
In addition, with the expansion of new forms of employment and potential risks of higher
job displacement through automation or digitalisation there are growing concerns that
demand for out-of-work support will increase but that existing benefit systems may not be
able to provide effective support for all those in need.

This chapter presents different measures of the effective reach of unemployment benefits
and documents how benefit coverage has evolved since before the start of the financial
and economic crisis. It then employs a decomposition analysis to identify key driving
forces behind the observed coverage trends for selected countries.

The main findings are:

e While unemployment benefits potentially affect job-seeking behaviours or
participation, it is commonly assumed that jobseekers have ready access to such
transfers. However, results in this chapter show that, in most countries, only a
minority of jobseekers receive unemployment benefits, fewer than one-in-three on
average across countries.

e The scope of unemployment benefit systems differs widely across
OECD countries. Reflecting different national policy objectives or constraints,
unemployment benefits are received by different labour-market groups, including
unemployed people who are actively looking for work, but also groups who do
not report active job search or have some employment.

e While benefit receipt has increased substantially during the early post-crisis
period, this has failed to arrest a longer-term trend of falling benefit coverage
documented in earlier studies. Coverage rates are now slightly below pre-crisis
levels, on average.

e A decomposition analysis of benefit coverage trends for selected countries shows
that the changing composition of the jobseeker population during the early crisis
years was a major driver of increasing coverage levels. In particular, soaring job
losses led to a large inflow of unemployed with sufficiently long employment
histories to qualify for benefits. Policy initiatives to make benefits accessible to a
larger group of jobseekers also extended coverage during this period in some
countries.

e However, some or most of these increases were subsequently reversed during the
post-recession years. Factors that widened the coverage gap in recent years
include the growth of long-term unemployment, migration inflows, and the rising
numbers of jobseekers entering the labour force without previous work experience
as labour markets tightened during the recovery.

e Policy reforms also contributed to widening coverage gaps as a number of
governments tightened entitlement conditions or reduced benefit durations. In some
countries, measures to tackle high or growing numbers of youth who are not in
employment, education or training (NEET), accelerated school-to-work transitions.
While this ultimately strengthens labour-market participation, it also increased the
number of jobseekers without work experience or benefit entitlements.
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Introduction

Income support for jobseekers is a central pillar of social protection and labour market
policies. Medium-term social and economic trends, as well as more recent labour market
developments, have reinforced interest in the reach and accessibility of unemployment
benefits and of related out-of-work transfers. This chapter presents evidence on recent
trends in unemployment-benefit coverage, and illustrates their driving factors for selected
countries. It focuses on observed coverage, i.e. support that is actually received by
jobseekers. This is different from concepts of implicit coverage, such as the share of
workers who have built up rights to unemployment insurance, but who may or may not
claim or qualify for benefits upon unemployment.

In a rights-and-responsibilities framework, unemployment benefits have a key role in
targeting employment-support and activation measures. Declining benefit coverage can
erode the effective reach of job-search assistance, training and other social and
employment re-integration measures. Out-of-work benefits also serve as a major
instrument for countering growing income inequality. For instance, trends towards
increasing inequality between the 1990s and mid-2000s have been linked to declining
shares of jobseekers receiving benefits (OECD, 2011(;;). Other types of cash support may
be available to those not receiving unemployment benefits. But transfers such as
last-resort social assistance, disability or early-retirement benefits are less focussed on
re-employment and may facilitate temporary or permanent labour-force withdrawal.

Widespread reductions in unemployment-benefit coverage prior to the global financial
and economic crisis were documented in earlier OECD work (Immervoll and Richardson,
2011py). Since then, concerns about non-coverage have intensified, as demand for
out-of-work support escalated during and after the Great Recession (OECD, 20143)).
More recently, maintaining effective support has been a focus in the Future of Work
debate as less predictable career patterns, new forms of employment and a greater risk of
job displacement through automation create challenges for traditional forms of social
protection (OECD, 20174); forthcomingsj). One key question in this context is whether
the shortening of job tenures that is observed for some countries and groups (OECD,
forthcomingys)), or may be expected for future years, would further erode the accessibility
of income support during out-of-work spells.

Aggregate trends in benefit receipt may signal a need for policy responses in order to
maintain coverage at desired levels. However, the particular policy levers that are suitable
for maintaining effective support for jobseekers cannot be discerned through inspection of
headline beneficiary headcounts alone. For instance, the huge inflow of new jobseekers in
the aftermath of the Great Recession, the subsequent rise in long-term unemployment,
and ongoing demographic changes due to population ageing, have led to sizeable shifts in
the composition of jobseeker populations. In turn, these composition effects typically
produce changes in observed coverage, independently of any policy changes. In addition,
the post-crisis period has seen a high density of policy reforms, including determined
measures to extend or restrict access to benefits at different points (OECD, 20143)).

Because of major concurrent trends during the post-crisis period, identifying the drivers
of changing benefit accessibility is challenging, but also important. Each of the drivers
will generally have different sets of policy implications, and understanding them is a
necessary input into policy discussions of how to keep social protection effective and
accessible. For instance, governments’ policy responses during the post-crisis period,
together with successive waves of large flows into and out of unemployment, may have
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easily swamped other concurrent trends that are of policy interest, such as difficult access
to unemployment protection among a rising number of workers engaged in platform work
and other new or emerging forms of employment.

Section 5.1, first presents recent changes in the aggregate number of
unemployment-benefit recipients drawing on OECD SOCR - the Social Benefit
Recipients Database. It then examines benefit coverage among the unemployed in more
detail and shows the evolution of benefit receipt patterns for different labour-market
groups. Section 5.2 explores different drivers of the observed trends using an empirical
approach for separating the role of composition and policy effects. The approach is
illustrated using micro-data for six countries: Australia, Denmark, Poland, Spain, Sweden
and the United States.

5.1. Access to unemployment benefits: Recent trends

5.1.1. Number of benefit recipients

In most OECD countries, the number of unemployment-benefit recipients rose steeply
after 2008 as job losses mounted and unemployment reached historic highs (Figure 5.1).
The strong rise also reflects a large inflow of benefit claimants who were at the beginning
of their unemployment spell and had sufficiently long employment histories to be entitled
to benefits. However, benefit receipt subsequently declined relatively quickly, while
unemployment remained high, long-term unemployment increased and many unemployed
exhausted their rights to benefits. For the 2007-14 period as a whole, unemployment rose
more strongly than the number of benefit recipients, suggesting a decline in coverage.!
This trend was more marked in the European Union (EU) (Panel B of Figure 5.1) than in
the OECD area (Panel A).

Before the crisis, about 2.5% of the working-age population received unemployment
benefits on average across OECD countries, rising to 3.5% by 2014 (Figure 5.2). By then
recipient numbers varied from less than 1% of working-age individuals in Hungary,
Japan, Poland, Slovak Republic, and Turkey, to more than 10% in Ireland and Finland.
Changes in recipient totals have been very large over this period and the comparison
between two years hides much greater swings in several countries. For instance, benefit
receipt in the United States soared by 250% between 2007 and 2009, before a gradual
decline between 2010 and 2014 brought totals back to their pre-crisis level. Full country
details are available in the SOCR Database.?

5.1.2. Benefit coverage among jobseekers

Metrics of benefit coverage relate recipient numbers to a certain population of interest.
Different measures are useful for different purposes and each has specific interpretations
and data requirements. The simple ratio of total benefit recipients and unemployed —
based on the definition of the International Labour Organization (ILO) — is commonly
referred to as “pseudo-coverage rate”. Depending on the intended scope of
unemployment benefits and the benefit entitlement rules that are in force, not all
unemployed qualify for unemployment benefits, while some individuals who are not
unemployed — e.g. because they are not actively looking for work or are working a few
hours per week — may receive them. Pseudo-coverage can therefore vary from very low
rates to more than 100% (see Box 5.1).
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Figure 5.1. Benefit receipt rose quickly at the onset of the crisis, then dropped while
unemployment remained high

Unemployment benefit recipients and unemployed, headcounts 2007=100

< Benefit recipients @ Unemployed A Long-term unemployed
A.OECD B. European Union
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Note: Unweighted country averages. Data for Greece are missing. There is currently no unemployment
benefit in Mexico. Unemployed are individuals who are not working, have actively looked for work in the
previous four weeks and are available to start work within the next fortnight.

Source: OECD Social Benefit Recipients Database (SOCR) (www.oecd.org/social/recipients.htm) and OECD

Labour Force Statistics (http://dx.doi.org/10.1787/1fs-data-en).

StatlLink s http://dx.doi.org/10.1787/888933778421

Figure 5.2. Unemployment-benefit receipt rose following the financial and economic crisis

Recipient totals from administrative sources, in % of working-age population (ages 16-64)
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Note: Includes unemployment insurance and assistance benefits. Benefit recipients data for Greece are
missing and there is currently no unemployment benefit in Mexico. 2007 data for Italy and Sweden are
omitted for comparability reasons. In some countries, additional forms of income support may be available to
some unemployed (e.g. for participants in certain labour-market programmes).

Source: OECD Social Benefit Recipients Database (SOCR) (www.oecd.org/social/recipients.htm).

StatlLink Si=r http://dx.doi.org/10.1787/888933778440
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Box 5.1. Pseudo-coverage rates derived from benefit recipient totals:
Construction and interpretation

The pseudo-coverage rate is a simple ratio of benefit recipients and unemployed. In
Figure 5.3, the numerator is the number of beneficiaries of unemployment insurance and
assistance benefits. The denominator is the number of ILO unemployed, referred to as
unemployed in the remainder of this box, over 15 years of age. The resulting measures
are referred to as “pseudo” coverage because the populations in the numerator and
denominator typically do not fully overlap.

Figure 5.3. Pseudo-coverage rates across OECD countries

Recipient totals from administrative sources, in % of ILO unemployed
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Note: See Figure 5.2. ILO: International Labour Organization.
Source: OECD Social Benefit Recipients Database (SOCR) (www.oecd.org/social/recipients.htm) and OECD
Employment and Labour Market Statistics (http://dx.doi.org/10.1787/1fs-data-en).

StatLink Sis™ http://dx.doi.org/10.1787/888933778459

On the one hand, significant numbers of people who are not unemployed may be able to
claim benefits that are categorised under the unemployment heading in SOCR data
provided by countries.

On the other hand, some unemployed do not receive benefits, either because they do not
meet entitlement requirements (e.g. minimum contribution periods) or because they do
not claim benefits to which they are entitled. Very low pseudo-coverage rates signal —
again intended or unintended — exclusion of some groups of unemployed from receipt of
income support through unemployment benefits.

The above figure shows that pseudo-coverage in four out of five countries was below
70% in 2014 and below 20% in Turkey, Slovak Republic, Poland and Hungary. Rates
above 100% in Belgium, Austria, Ireland, Finland and Germany indicate that significant
shares of benefit payments go to individuals other than active jobseekers, which may be
intended or unintended. On average, pseudo-coverage rates fell from 59% to
57% between 2007 and 2014. But changes were very different across countries:
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Significant increases in Austria, Chile, Estonia, Finland, Germany, Israel, Korea,
New Zealand and Norway contrast with marked drops in Australia, Denmark, Belgium,
Canada, Hungary, Latvia, Luxembourg, the Netherlands, Portugal, Spain, Switzerland,
and the United States.

Key reasons for differences in scope between the numerator and denominator in the
pseudo-coverage rates include the following:

1. Benefits awarded to groups who are not unemployed according to the ILO
definition. Examples of these situations are:

o Individuals who are not actively looking for work. Recipients may be
registered as jobseekers but may still not report active job search in the
Labour Force Surveys if job-search and other eligibility conditions are not
very demanding or are not strictly enforced (Immervoll and Knotz,
forthcoming7)).

o Individuals close to retirement age. In some countries, job search
requirements are less strict if the beneficiary is approaching retirement age.
For instance, in Belgium, unemployment insurance (UI) duration is unlimited
and receipt is common among older unemployed. Some categories of older
unemployed are exempted from active job-search obligations.

o Some recipients may not even be registered as jobseekers. Available recipient
headcounts for some countries include sizeable groups of labour-market
inactive individuals, e.g. because they are unable to work. For instance, in
Germany, about 6 million people lived in households who received
unemployment assistance (UA; Arbeitslosengeld 1) in December 2016; of
those, 1.6 million were not able to work and only 1.7 million unemployed
(Bundesagentur fiir Arbeit, 2017s;). For many UA recipients, the benefits they
receive are, strictly speaking, not an unemployment benefit.

o Individuals in work. In several countries, it is possible to combine earnings
from work with unemployment benefits under certain conditions (e.g. subject
to working hours or earnings). For example, in France, about 700 000
recipients of the Ul benefit were in work during the second quarter 2015.

2. Different reporting units: In Germany, UA recipient stocks are reported in number
of families rather than individuals. As a result, where two or more unemployed
live in the same family, only one payment will be counted in the numerator.

3. Measurement period: Both recipient stocks and unemployed headcounts are in
principle expressed as averages over a 12-month period. If the numerator or the
denominator changes significantly during the year, annual pseudo-coverage rates
can differ from instantaneous ones.

4. Double counting of different types of benefits can also push up pseudo-coverage
rates in some cases. In a few countries, concurrent receipt of Ul and UA is
possible (e.g. the United Kingdom and Ireland), resulting in some degree of
double counting when summing up recipients of the different benefit
programmes.

Pseudo-coverage rates are informative as broad indicators of the scope of unemployment
benefits. But they do not show the coverage for specific policy-relevant groups in the
labour market, such as the unemployed, and changes over time can be difficult to
interpret. A more concise coverage measure can be derived using microdata, such as
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labour force surveys. While benefit-receipt information is less precise in these surveys
than in the administrative SOCR data, it is possible to break down unemployment-benefit
recipient totals by employment status.

Although most benefits indeed go to individuals who are unemployed according to the
ILO definition (henceforth “unemployed”), other groups also qualify for benefits under
certain conditions (Figure 5.4). Among the countries included in Figure 5.4, individuals
working and receiving unemployment benefits are relatively numerous in Australia,
Austria, Belgium, Denmark, Finland, France, and Latvia. Significant numbers of
“working” benefit recipients may simply be due to differences between national
definitions of unemployment, which may allow for a few hours of work per week, and the
ILO definition, which does not.> Allowing individuals to combine benefits with some
work, perhaps for a limited period of time, may also reflect a policy objective to
strengthen work incentives for some jobseeker groups.

In addition, significant shares of benefit recipients do not report active job search
(“discouraged” and “other inactive” in Figure 5.4). This group is relatively sizeable in
countries with higher benefit caseloads (Australia, Austria, Belgium, Finland, France and
Spain). But it also accounts for large proportions of benefit recipients in some countries
where benefits are received by small or very small shares of the working-age population
(Hungary, Italy, Luxembourg and Slovenia). “Discouraged” jobseekers are those who are
available for work, but have temporarily stopped looking, e.g. due to poor job-finding
prospects, because participation in active labour market programmes (ALMPs) leaves
little time for active job search or formally exempt participants from job-search
requirements, or because some groups of benefit recipients (e.g. lone parents or older
unemployed) are explicitly or implicitly exempt from some job-search obligations.
Depending on national provisions, it can, however, also include some recipients who have
already found work but are waiting to start the new job in the medium term.*

Finally, countries may operate exemptions from requirements to be immediately available
for work, or their enforcement may be partial. As a result, some individuals who are
neither available for work nor actively looking for it (“other inactive” in Figure 5.4) may
receive benefits. As part of longer-term activation strategies, some of these recipients
may have been intentionally moved onto unemployment benefits from other programmes
that do not require availability for work (such as disability or lone-parent benefits).

Figure 5.5 reports coverage rates using individual-level Labour Force Surveys (LFS) data
for some of these groups.’ Results are shown both for a narrow definition of unemployed
(Panel A) and for a broader definition that comprises both the ‘“unemployed” and
“discouraged” (Panel B). Since the number of “discouraged” recipients is substantial in a
number of countries, the remainder of this chapter presents results for this extended group
of unemployed, and refers to them as “jobseekers”.
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Figure 5.4. Different labour-market groups receive unemployment benefits
Recipients in % of the working-age population (ages 16-64), 2016
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Note: Some European countries are excluded due to missing information in EU-LFS data. 2015 figures for
Australia. LFS data for Sweden do not include a series of benefits that are accessible to jobless individuals
who: i) are not in receipt of core unemployment benefits; and who ii) satisfy other conditions such as active
participation in employment-support measures. /LO unemployed are out-of-work individuals who want a job,
have actively sought work in the previous four weeks, and can start working within the next fortnight. Those
who have made arrangements to take up paid employment or self-employment in the near future are also
included in the definition of ILO unemployment. Discouraged workers are out-of-work individuals who want
a job and are available to start working, but are not actively looking. The Other inactive category refers to
out-of-work individuals who are not available to start employment, e.g. because they are students, retired,
unable to work, e.g. due to ill-health or care responsibilities, or who prefer not to work for other reasons. ILO:
International Labour Organization.

* The breakdown by employment status in the United States is not shown as information on benefit receipt
and employment status in the underlying microdata refers to different time periods.

Source: Household, Income and Labour Dynamics in Australia (HILDA) for Australia; European Union
Labour Force Survey (EU-LFS) for European countries; and Current Population Survey (CPS) for the
United States.

StatLink Sw=m http://dx.doi.org/10.1787/888933778478

The group of recipients intended by national unemployment-benefit policy may, however,
differ significantly from both the broader and the narrow definition of unemployed (see
also Figure 5.6 below). It may, for instance, exclude those with short employment
histories (including the previously self-employed), those who are judged to have quit their
job voluntarily, or those considered to be insufficiently active in their search or
preparation for future employment. In addition, benefits may also be limited to an initial
period of unemployment, subject to waiting periods before payments start, or limited to
jobseekers living in low-income households. The coverage rates presented here reflect
these provisions and can serve as metrics for the intended scope of unemployment
benefits relative to countries’ population of unemployed.

While the coverage levels in Figure 5.5 are naturally different from pseudo-coverage rates
in Box 5.1, changes since 2007 are broadly similar. Across 24 OECD countries, fewer
than one-in-three unemployed, and fewer than one-in-four jobseekers, receive
unemployment benefits on average. Coverage rates for jobseekers are below 15% in
Greece, Italy, Poland, Slovak Republic, Slovenia and the United States. Austria, Belgium
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and Finland show the highest coverage rates in 2016, ranging between approximately
45% and 60%: In countries with the highest coverage in the OECD, at least four-in-ten
jobseekers still report not receiving an unemployment benefit.

Figure 5.5. Only a minority of jobseekers receive unemployment benefits

A. Coverage among ILO-unemployed
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B. Coverage among jobseekers (unemployed plus discouraged workers)
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Note: Some European countries are excluded due to missing information in EU-LFS data. OECD-24
corresponds to the unweighted average of the countries shown. 2015 figures for Australia. LFS data for
Sweden do not include a series of benefits that are accessible to jobless individuals who: i) are not in receipt
of core unemployment benefits; and who ii) satisfy other conditions such as active participation in
employment-support measures. ILO: International Labour Organization.

Source: Household, Income and Labour Dynamics in Australia (HILDA) for Australia; European Union
Labour Force Survey (EU-LFS) for European countries; and Current Population Survey (CPS) for the
United States.

StatlLink Si=m http://dx.doi.org/10.1787/888933778497

5.2. Access to unemployment benefits: Driving factors

Coverage trends are affected by a number of policy and non-policy factors interacting
with one another (Figure 5.6). Non-policy factors include demographics (e.g. ageing,
migration) and labour-market conditions, although each of them may, in turn, shape
policies regarding the accessibility of benefits.
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Figure 5.6. Drivers of unemployment benefit coverage
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5.2.1. Policy levers

The conditionality built into unemployment-benefit programmes, such as employment
conditions, means-tests or activation-related behavioural requirements, are the most direct
policy lever for making support more or less accessible initially, while limited benefit
durations exclude longer-term unemployed from support provisions. Those who qualify
for benefits may decide not to take them up if benefit levels are seen as low relative to the
cost of claiming, or if other types of transfers are more generous or easier to obtain. In
addition, the perceived accessibility and generosity of benefits can affect the job-search
and (re-)employment decisions of unemployed individuals.®

Figure 5.7 presents information on three important aspects of benefit policy across
OECD countries.” As for coverage rates, country differences in the policy parameters
governing benefit accessibility are very substantial. Claimants in Slovak Republic,
Turkey and Lithuania need to be employed for at least one year and a half before
qualifying for unemployment benefits, while employment requirements can be less than
six months in several other countries, including in Australia and New Zealand, where no
previous employment is needed to qualify for means-tested assistance benefits (Panel A).
Behavioural eligibility conditions, such as formal requirements to report active job search
and be available for taking up employment, also vary greatly. One indicator of overall
strictness suggests that requirements are tightest in Portugal, Luxembourg and Estonia,
and comparatively lenient in Hungary, Czech Republic and Turkey (Panel B). For those
claiming benefits successfully, maximum benefit durations are half a year or less in
Hungary, the United States and Czech Republic but unlimited in Belgium and in several
countries operating (means-tested) assistance benefits either as the main form of
unemployment support or as a follow-up to first-tier insurance benefits (Panel C).
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Figure 5.7. Benefit access provisions vary widely across countries
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Note: Information for 2014 or as specified. Data are not shown for Mexico as there is no unemployment
benefit. Employment requirements: For individuals with full-time open-ended contracts prior to employment
loss. Minimum earnings/contributions requirements in the United Kingdom, the United States and Norway
and are assumed to be met. Behavioural eligibility criteria: Scores from 1 (least strict) to 5 (most strict). See
Langenbucher (20159;) and Immervoll and Knotz (forthcoming(7;) for content and scope of the strictness
indicator. Benefit durations: For a 40 year-old with a “long” employment record. Unemployment-assistance
durations are for individuals who have exhausted unemployment-insurance rights. Unlimited durations are
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shown as 48 months. Benefit durations in the United States vary by State and unemployment rate. The
20-week benefit duration in the United States refers to Michigan as at 1 July 2015. Unemployed individuals
in Chile can draw unemployment insurance pay-outs provided there are sufficient assets in their individual
savings account. In Sweden and in some other countries, additional unemployment support can be available
for unemployed individuals participating in activation and employment support programmes.

Source: OECD Tax-Benefit Policy Database (www.oecd.org/els/social/workincentives);
Langenbucher (2015(9)), “How demanding are eligibility criteria for unemployment benefits, quantitative
indicators for OECD and EU countries”, http://dx.doi.org/10.1787/5irxtklzw8f2-en; Immervoll and Knotz
(forthcoming[7)), “How demanding are activation requirements for jobseekers? New evidence on
activity-related eligibility criteria for unemployment and social assistance benefits”.

StatLink Sa=r http://dx.doi.org/10.1787/888933778516

In addition to unemployment-benefit policy, a number of indirect policy factors also have
an impact on unemployment-benefit coverage, e.g. if reforms make it easier or harder to
substitute other types of benefits for unemployment support. In combination, the different
benefit policy parameters determine the likelihood of receiving benefits for a specific
individual with a given set of characteristics and preferences.

5.2.2. Composition effects

Demographics and labour-market conditions, in turn, determine the number of jobseekers
with each specific combination of characteristics and preferences. Some groups are
significantly more likely to receive benefits than others (Figure 5.8) and changing sizes of
different groups of jobseekers alter observed coverage rates through composition effects.
For instance those with less stable temporary employment whose contracts have ended
are less likely to meet relevant entitlement conditions for benefits that require a minimum
duration of past employment (such as contribution-based insurance benefits). A growing
share of jobseekers with less stable employment patterns will therefore tend to drive
down coverage rates. By contrast, an increase in the number of older jobseekers with long
previous job tenure can have the opposite effect and drive up coverage rates. The same
applies to workers who were made redundant, and who typically have longer job tenure
than the average job seeker (see Chapter 4).

Figure 5.9 illustrates possible magnitudes of composition effects using data for two
countries. In the United States (Panel A), the share of jobseekers who were dismissed
from their previous job rose sharply from 23% in 2007 to 46% in 2010 before falling
back to 30% by 2016. Overall benefit coverage moved in the same direction, consistent
with a positive composition effect as jobseekers dismissed in a steep labour-market
downturn include large shares with sufficiently long employment histories to qualify for
benefits. In Denmark, the share of young jobseekers increased between 2005 and 2008,
fell between 2008 and 2010, and rose again between 2010 and 2016. Overall coverage
moved in the opposite direction, consistent with a negative composition effect as youth
are less likely to receive benefits than other jobseekers.
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Figure 5.8. Some groups of jobseekers are more likely to receive benefits than others

Coverage rates by selected group relative to overall coverage, average across 24 OECD countries
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Note: “Jobseekers” include both the unemployed and discouraged workers. Country averages are for the same
24 countries as in Figure 5.5 but are not fully balanced across years due to missing data. They exclude the
United Kingdom in 2010 and 2011, Denmark in 2015 and Australia in 2016.
Source: Household, Income and Labour Dynamics in Australia (HILDA) for Australia; European Union
Labour Force Survey (EU-LFS) for European countries; and Current Population Survey (CPS) for the
United States.
StatlLink Sisr http://dx.doi.org/10.1787/888933778535
Figure 5.9. Positive and negative composition effects: An illustration
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Note: “Jobseekers” include both the unemployed and discouraged workers.
Source: European Union Labour Force Survey (EU-LFS) for Denmark and Current Population Survey (CPS)
for the United States.

StatlLink Si=m http://dx.doi.org/10.1787/888933778554
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5.2.3. Disentangling different drivers of benefit coverage

In practice, different composition and policy effects occur in parallel and may interact.
The mechanics behind observed change in overall coverage determines whether or not it
may be a policy concern, and which policy responses may be suitable. For instance, stable
overall coverage can hide a need for policy action if it is the result of offsetting
composition effects that go in different directions (e.g. higher coverage due to ageing, and
lower coverage due to increasing own-account work or shortening job tenure). Different
drivers may also indicate which policy levers would be effective or appropriate for
maintaining coverage at desired levels. For instance, a modest drop in coverage following
tighter job-search requirements and associated sanctions might be intended or acceptable
whereas a similar drop due to a surge in long-term unemployment may motivate a review
of the balance between benefit adequacy and activation provisions.

This section aims to shed light on the concomitant forces that drove changes in coverage
since the onset of the global financial and economic crises for six countries: Australia,
Denmark, Poland, Spain, Sweden and the United States. The countries were chosen based
on data availability and quality, notably the match between benefit-receipt information
recorded in labour-force surveys, and the recipient totals available from administrative
sources as documented in the OECD SOCR Database. The selected countries also
represent different benefit-policy regimes, crisis exposures and broader labour-market
contexts.

The method is adapted from common statistical decomposition techniques — see Blinder
(1973107), Oaxaca (19731117) and Fairlie (2005;12;). The decomposition separates changes
in observed coverage into those that can be attributed to changing characteristics of the
unemployed population (“explanatory variables™), and those that are due to “structural”
shifts, notably including benefit reforms, but also changes in behaviours and other factors
that are not directly observed in micro-data.® Coverage changes and their respective
drivers are assessed relative to a reference year prior to the onset of the financial and
economic crisis: 2005 for Sweden and 2006 for the remaining five countries. The earlier
reference year for Sweden is intended to facilitate capturing the impact of an important
benefit reform that was enacted in 2006-07 (see below). OECD (2018[13)) provides details
on the decomposition method, data and the criteria that were used to select explanatory
variables.

The share of jobseekers receiving benefits grew in all six countries during the immediate
aftermath of the crisis (Figure 5.10). But coverage trends for the core unemployment
benefits over a more extended post-crisis period up until 2016 were either decreasing
(Sweden, Denmark, and the United States) or stable (Australia, Poland and Spain).’

Changes in the composition of the unemployed population were important drivers of
observed coverage trends in most of the countries (Figure 5.11). Composition effects
(blue line) explain almost the entire observed trend in Australia, Denmark and Poland.
But the part of the trends explained by compositional changes is smaller in Spain, the
United States and Sweden, indicating that other factors, such as benefit policy changes,
have shaped coverage trends in important ways.'°
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Figure 5.10. Coverage trends in selected OECD countries
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Note: The population of jobseekers includes both the unemployed and discouraged workers. Data for Sweden
do not include a series of benefits for jobless individuals who: i) are not in receipt of core unemployment
benefits; and who ii) satisfy other conditions such as active participation in employment-support measures.
Due to data availability, results for the United States refer only to those who have been unemployed for
52 weeks or less. Records with missing values were excluded from the samples. OECD (201813)) provides
full details, http://www.oecd.org/employment/oecd-employment-outlook-19991266.htm.

Source: Household, Income and Labour Dynamics in Australia (HILDA) for Australia; European Union
Labour Force Survey (EU-LFS) for European countries; and Current Population Survey (CPS) for the
United States.

StatLink Sw=m http://dx.doi.org/10.1787/888933778573

The composition effect can be examined more closely by isolating the role of different
characteristics, shown as stacked bars in the chart (see notes in Figure 5.11 for details).
For instance, the net effect of changes in out-of-work durations on measured coverage is
shown by the light-blue bars. In Spain and the United States, and to a lesser extent in
Denmark and Poland, large inflows to unemployment in the aftermath of the crisis tended
to push up coverage rates. Increasing shares of those experiencing long-term
unemployment during the later stages of the labour-market crisis had the opposite
effect.!! The effect of “reasons for entering unemployment” (light-grey bars in
Figure 5.11) is similar to the case of out-of-work durations. Increasing proportions of
jobseekers that were recently dismissed or reached the end of a temporary employment
contract pushed up measured coverage in Spain and the United States during the
recession and in the first years of the recovery.'?
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Figure 5.11. Observable changes driving coverage in six OECD countries

Contribution of observable characteristics to changes in coverage among jobseekers,
relative to the baseline year
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Note: The reference year is 2005 in Sweden and 2006 in Australia, Denmark, Poland, Spain and the
United States. Composition effects for different groups (e.g. changes in the size of each different age group)
are aggregated into broader domains (e.g. “age”) to facilitate visual inspection. The additional dotted line for
Sweden is an estimate of the total change in coverage after accounting for two other important activity-related
benefit programmes (Activation Grant [AG] and Development Allowance [DA]) for which aggregate data
were available. The estimates assume that all recipients are “jobseekers” as per definition in this chapter.
Decomposition results for Sweden however are only for the core unemployment benefits reported in the
European Union Labour Force Survey. p.p: percentage points. Ul: Unemployment insurance.

Source: Household, Income and Labour Dynamics in Australia (HILDA) for Australia; European Union
Labour Force Survey (EU-LFS) and administrative data for Sweden; European Union Labour Force Survey
(EU-LFS) for other European countries; and Current Population Survey (CPS) for the United States.

StatlLink Si=r http://dx.doi.org/10.1787/888933778592
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The age composition of the jobseeker population was a significant driver of coverage
trends in Denmark, Sweden and Spain (grey bars). However, the underlying reasons
driving these shifts differ across these countries. Spain saw an increasing proportion of
young jobseekers who have become inactive NEET and are therefore no longer counted
as jobseekers. By contrast, in Denmark and Sweden the negative age effect is consistent
with a series of policy changes that led to sizeable increase in the number of young
jobseekers with no or limited previous work experience. In Sweden, the Adult Education
Initiative in mid-2003, which had previously taken up to 4% of the jobless out of the
labour force while they acquired educational qualifications (OECD, 2004[4) was
terminated from mid-2003."* In Denmark the 2003 More People in Work reform package,
the 2006 Welfare Agreement, and a series of reforms that took place in 2007 and 2008
(e.g. the reforms of the voluntary 10" form and of the public study grants) all included
measures to accelerate school-to-work transitions and incentivise youth participation in
training and other active programmes that, however, frequently do not provide rights to
unemployment benefits (OECD, (2005;;5}; 2006(165; 2008177).'

Migration flows can affect coverage as recent immigrants are less likely to have built up
the employment records that may be needed to qualify for benefits. Increasing shares of
non-native unemployed has reduced coverage especially in Denmark and Sweden since
2013 —see also OECD (2012[15)). In Australia, a larger inflow of recent immigrants into
unemployment between 2011 and 2013 is associated with increasing proportions of
jobseekers not meeting applicable residence-duration conditions for benefit receipt.

In addition to composition effects, coverage rates were impacted by reforms of
unemployment benefit systems that were enacted over recent years. These policy changes
have either offset or added to the composition effects. OECD (2018[13)) provides an
overview of key characteristics of these unemployment-benefit systems in 2016 and
summarises major policy changes since 2005.'

e In Spain, a number of reforms during the earlier phase of the labour-market
downturn have made benefits more accessible to long-term unemployed, but
subsequent policy changes have tended to reduce coverage.'® Results in
Figure 5.11 show a declining, and ultimately disappearing, “structural” effect,
suggesting that these reforms have partly offset each other over the observation
period.

o In the United States, sizeable extensions of unemployment benefit durations
explain the growing “structural” effect in 2009 and 2010.'7 After 2011, as
unemployment began to decline, several states gradually became ineligible for
parts of the federal extensions and a number of them further restricted standard
benefit durations. The “structural” effect consequently declined and turned
negative in 2014 as access to benefits became more restrictive on average than it
had been in the 2006 baseline year.

e In Denmark, composition effects explain almost all of the coverage changes until
2013, but negative structural effects start playing a role from 2014. This is
consistent with a substantial shortening of the maximum duration of
unemployment insurance benefits that was approved in 2010 but only came fully
into effect several years later.'®

e In Sweden, composition effects explain only around one-third of the overall
change in coverage levels since 2005 and unemployment-benefit reforms are
therefore likely to have had a major role. Important benefit reforms implemented
in Sweden during this time period include measures to shorten benefit durations
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or make membership in the voluntary unemployment insurance funds more costly
to workers.!” Results in Figure 5.11 suggest that these policy changes were indeed
associated with a significant decline in coverage of the core unemployment
benefits.?’ The full effects of some of these reforms appear to have materialised
only gradually as the negative “structural” component grew significantly for
several years. This was followed by a slight narrowing since 2011, consistent with
a roll-back of the earlier reforms.

o Benefit coverage in Poland increased in the aftermath of the crisis but was back to
2006 levels by 2016, with a negative “structural” effect offsetting the positive
composition effects from 2010. Maximum benefit durations were shortened in
2008/2009.2' From 2013 onwards, unemployment rates in several regions fell
below the threshold that triggered the 12-month benefit extension, contributing to
the widening negative “structural” effect after 2013.

5.3. Concluding remarks

This chapter has shown evidence of a declining trend in unemployment benefit coverage
since the end of the recession. This decline could be one factor making jobseekers less
selective as regards job offers and, therefore, contribute to explaining the increase in
lower-quality jobs that has been observed in recent years (see Chapter 1). However, the
trend has been far from uniform, both across countries and over time, with sometimes
temporary extensions of potential benefit durations increasing coverage in the early
recovery years. Although composition effects account for a significant part of the
evolution of benefit coverage in many countries, some change can also clearly be
ascribed to policy reforms aimed at reducing unemployment benefit generosity either to
contain public spending or in order to dampen job-search disincentives for the
unemployed. In countries with generous systems and high coverage levels, a reduction in
the share of unemployed receiving benefits may reflect temporary changes in the
jobseeker population or more effective activation provisions without necessarily
involving the weakening of its protective role. But in countries with very low coverage
further reductions may cast doubts on the capacity of the unemployment benefit system to
effectively contribute to labour market inclusiveness by helping people to weather
negative labour-market shocks. Low coverage also fuels apprehensions about new forms
of employment and a risk of job displacement through automation. Together, these
labour-market developments create additional demands for out-of-work support but also
challenges for maintaining effective support for all those in need (OECD, 2017.4)
(OECD, 201819).

Low and declining unemployment benefit coverage rates can also be a concern for other
reasons. For example, unemployment benefits provide the principal instrument for linking
jobless people to employment services and active labour market programmes to improve
their job prospects. In the absence of accessible unemployment benefits, it can be difficult
to reach out to those facing multiple barriers to employment, who therefore risk being left
behind (Immervoll, 201220)). In these cases, achieving good benefit coverage can be
essential to make an activation strategy effective and sustainable. For this reason the new
OECD Jobs Strategy calls for clear policy action to extend access to unemployment
benefit within a rigorously-enforced “mutual obligation” framework, in which
governments have the duty to provide jobseekers with benefits and effective services to
enable them to find work and, in turn, beneficiaries have to take active steps to find work
or improve their employability (OECD, forthcoming;s;).
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Notes

12014 is currently the latest data available in the OECD SOCR Database.

2 The Social benefit recipients Database - www.oecd.org/social/recipients.htm

3 See, e.g. Knittler (2017;33)) for Austria.

* Those waiting to start a job in the short term are classified as ILO unemployed in Labour Force
Surveys data.

5 OECD (2018;13)) provides details on data sources and limitations.

® For instance, once a sanction is imposed, the cost of unemployment increases for jobseekers,
creating additional incentives for finding and accepting work more quickly than they may
otherwise have done — ex-post effect of sanctions Fredriksson and Holmlund (2006(22)), Arni,
Lalive and van Ours (201335)), van den Berg, van der Klaauw and van Ours (200423}). However,
positive effects of higher exit rates from unemployment, and higher re-employment rates, can also
come at the cost of poorer job matches, a lower quality of post-unemployment outcomes with
respect to job stability and earnings (Arni, Lalive and Van Ours, 2013357), or a higher probability
of working in part-time jobs (van den Berg and Vikstrom, 201424)). Evidence of the effect of
unemployment support on post-unemployment job quality is mixed (Tatsiramos and van Ours,
201434)) with some newer research finding no effect (Le Barbanchon, 2012p9;) while others
document a statistically and economically significant positive effect of benefit durations on
post-unemployment wages (Nekoei and Weber, 2017}217). The latter study also reconciles disparate
results by carefully accounting for the two countervailing forces of: i) reduced wages due to longer
unemployment; and ii) higher wages due to a better bargaining position and more careful job
search.

" Full details on unemployment-benefit policy, and changes since the early 2000s, is available from
the OECD Tax-Benefit Policy Database (www.oecd.org/social/benefits-and-wages.htm).

8 Decomposition analysis, in general, does not rely on the identification of structural or “causal”
relationships from the data and does not explicitly reveal which policy mechanisms, if any, are
driving the observed changes in coverage levels. Results therefore require careful interpretation.
For instance, composition effects can themselves be a result of policy changes (e.g. the indirect
policy levers depicted in Figure 5.6). For instance, a new active labour market policy for young
jobseekers might increase the share of youth who are registered with the Public Employment
Service and actively searching for jobs. Since young jobseekers are comparatively less likely to
receive unemployment benefits, this would tend to reduce coverage.

? Sweden operates a series of benefits that are available to jobless individuals who: i) are not in
receipt of core unemployment benefits; and who 1ii) satisfy other conditions such as active
participation in employment-support measures. These benefits are included in the SOCR data
presented in Figure 5.2 and Figure 5.3. But they are unlikely to be reported in EU-LFS survey data
and thus not included in the resulting coverage measures and in the decomposition analysis. Some
of these programmes existed since the 1990s, including the Activity Grant and the Development
Allowance, which both provide a mix of employment and income support measures. After a
decline in the 1990s and early 2000s, programme participation increased between 2008 and
2010 and fell again until 2016. In 2016, about 90 000 individuals (about 8% more than in 2005)
participated in a given month, accounting for about 19% of the jobseeker population. The
Introduction Benefit (not included in this study) became available in December 2010 and is
intended for those who have recently arrived in Sweden. There were about 48 700 recipients in
2016 (Swedish Social Insurance Agency, 201723j; OECD, 2016[27).
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10°Composition effects for different groups (e.g. changes in the size of each different age group)
are aggregated into broader domains (e.g. “age”) to facilitate visual inspection. Fuller granularity,
as well as group definitions for each country, are available in OECD (2018;37).

' For instance, the fraction of long-term unemployed (12+ months) among jobseekers in Spain
increased from 34% in 2009 to 50% in 2015. Details for each country are in OECD (2018[137).

12 In Spain the increasing number of jobseekers from 2012 onwards who entered the labour force
without any recent work experience partially reversed this positive effect on coverage. One likely
explanation for this is women starting to look for work in an attempt to offset other household
members’ loss of earnings (the so-called “added worker effect”), a phenomenon that was common
in Spain in the aftermath of the crisis (OECD, 20172¢}; Fernandez, 2017251).

13 The inflow of young jobseekers without previous work experience can also explain why in
Sweden the overall net effect of other observable characteristics such as the “Reason for entering
unemployment” is negative. For instance, the increasing number of jobseekers without previous
work experience who entered unemployment for reasons “other than dismissals or terminations of
temporary contract” increased significantly from 2005 onwards. As this group is less likely to
qualify for unemployment insurance the overall net effect on coverage is negative.

!4 These reforms can also explain why in Denmark changes in the numbers of jobseekers reporting
“active job search” (grid-pattern bars) is among the drivers of coverage trends. Between 2006 and
2008, there was a rising share of jobseekers who had not actively sought employment due to
participation in training and other active labour market programmes. Such “lock-in” effects can, in
part, be related to the 2006 reform that strengthened active programmes for people under 29 years
old (OECD, 200817)).

15 No major benefit reform occurred in Australia in the period of observation. As a result
fluctuations in coverage are fully explained by composition effects (see Figure 5.11).

16 A new temporary unemployment benefit was introduced in 2009 (Programa Temporal de
Proteccion por Desempleo e Insercion, PRODI), extending benefit durations by six months for
those who had exhausted entitlements to contributory unemployment benefits and were not
eligible for other support. In 2011, PRODI was replaced by a programme providing up to six
months of benefit support to jobseekers undertaking professional qualification (Programa de
recualificacion personal de las personas que agoten su proteccion por desempleo, PREPARA). In
2012, the so-called “pre-retirement” age (the age at which it is possible to receive unemployment
assistance until retirement) was increased from 52 to 55 years.

17 In addition to the 26 weeks standard benefit duration prior to the crisis, the Extended Benefits
programme provides up to 20 weeks of additional entitlement during periods when a state
experiences high unemployment. In addition, the federal Emergency Unemployment
Compensation (EUC) enacted in 2008 extended benefit durations by 13 weeks, increasing to up to
53 weeks of federally financed additional benefits (a useful summary by state is provided by
Rothstein (2011(327)). Last-resort benefits (SNAP, formerly known as the “Food Stamp”
programme) also became significantly more accessible from 2007 (Immervoll and Richardson,
2013317).

¥ Denmark approved a reform that reduced the maximum duration of unemployment insurance
from four to two years, with a clause that durations could be extended temporarily for six months
during periods of economic downturns. This exception was applied twice, in 2011 and 2012. The
impact of the shorter benefit duration was further dampened by the introduction of a series of other
temporary programmes in 2012/13, such as a new education allowance and access to social
assistance with more lenient means-testing following expiry of unemployment insurance
entitlements.
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191n 2007 Sweden abolished the possibility to maintain unemployment insurance benefits beyond
the standard duration. In addition, two reforms in 2007 and 2008 made contributions to the
voluntary unemployment insurance dependent on the rate of unemployed workers covered by each
fund, raising contribution payments by 300% on average and reducing the share of workers who
are fund members. The reforms were rolled back in 2014 but fund density has yet to recover to its
pre-reform levels (Kolsrud, 201836)). In addition, a number of job-search and other activity-related
eligibility conditions became more strict, see Immervoll and Knotz (forthcomingf;) and
OECD (201530)).

20See Endnote 9 for related benefit programmes extended or brought in during this period.

2 Standard benefit duration limits were six months before the reform, with a 12-month special
extension for jobseekers living in regions where the unemployment rate was more than 1.25 times
the national average. In special cases, the maximum duration could be extended by up to
18 months instead of 12. The reform abolished the possibility for the 18-month extension and
increased the unemployment-rate threshold for the 12-month extension.
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Supplementary material for Chapter 5

Supplementary material for Chapter 5 is available online only in English at the following
DOIL: http://dx.doi.org/10.1787/empl outlook-2018-14-en.
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Chapter 6. Starting close, growing apart: Why the gender gap in labour
income widens over the working life

This chapter begins with an overview of women’s working lives — how they differ from
men’s, and how those differences impact their labour income throughout the lifecycle. It
then focuses on the reasons behind these different career pathways, pointing to key forks
in women’s professional lives that could lead to career traps, and examining the specific
roles played by professional mobility, childbirth and part-time work. The chapter also
provides a framework to help countries identify their country-specific sources of
inequalities so as to meet the complex and multifaceted challenge of gender labour
inequality. The chapter finally provides policy recommendations on how to address these
country-specific sources of inequalities for further improvements of women’s position in
labour markets.

The statistical data for Israel are supplied by and under the responsibility of the relevant Israeli authorities.
The use of such data by the OECD is without prejudice to the status of the Golan Heights, East Jerusalem and
Israeli settlements in the West Bank under the terms of international law.
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Key findings

The pursuit of gender equality is an uphill battle (OECD, 2017p;). The recent
OECD assessment of how well countries are doing in implementing policy measures
aimed at reaching gender equality goals is crystal clear: they need to do more. In
particular, despite major improvements in the education of young girls, the rising labour
force participation of women and widespread laws against gender discrimination,
women’s position in the labour market severely lags behind that of men, and the gender
gap in labour income remains a global phenomenon.

This chapter provides a more in-depth analysis of how labour market gender inequalities
evolve over the career of men and women across OECD countries, by providing a
life-long analysis of the gender gap in labour income (GGLI hereafter) and investigating
the potential causes for the reasons why this gap increases during the working life. The
GGLIis the gap between the per capita labour income of all men and women between
20 and 64 years of age and therefore provides an overall measure of women’s position in
the labour market relative to that of men. It takes account of gender differences in
participation, as well as of hours worked and hourly earnings when employed, and
consequently gives a broader picture than the traditional gender pay gap measures which
concentrate on the wages of full-time employees and therefore ignore part of the female
working population. This chapter also analyses the extent to which life and career events
influence women’s income mobility (moves up and down the earnings ladder and in and
out of work), and what role these events play in gender pay gaps over the life cycle. It
proposes a new framework to measure countries’ performance in various dimensions of
labour market gender equality, identifying the main levers of action for improvement and
a set of corresponding employment policy guidelines for national governments.

Women continue to have lower labour market incomes than men, and this gap widens
over the working life:

e Although it has narrowed in the past decade, the gender gap in labour income
(GGLI) remains wide. The largest gaps are found in East Asian and Latin
American countries (Japan, Korea, Mexico and Chile). Gender gaps are also
relatively high (above 40%) in many Mediterranean countries, German-speaking
countries, large English-speaking economies, the Netherlands and the
Czech Republic. The smallest gaps (less than 30%) are found in many Nordic and
Eastern European countries and Portugal.

e On average, gaps in employment rates explain the largest share of the GGLI
(40%), while the gap in the number of hours worked by men and women accounts
for a further 20%. The remainder is accounted by the gap in hourly earnings.

e The GGLI widens over the working life. Most of it is generated in the first half of
the career. In a number of countries it continues to increase in the second half,
although at a slower pace.

e Gaps in employment rates and working hours are the consequence of different
career patterns. Women’s careers are one-third shorter on average than men’s, and
four times as likely to involve part-time work and flexible working time
arrangements. Women’s professional careers are not linear, and comprise several
different working lives.
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e The gender gap in hourly earnings is generally widest at around 40 years of age.
After 40, low-skilled women catch up, slightly closing the gap. By contrast, the
hourly-earnings gap for highly-skilled women often keeps worsening in the final
years of working life.

Childbirth and early career events play a crucial role in the widening of gender
disparities over the life course:

e Not only do women experience slightly fewer job changes than men on average,
but the nature of their labour market mobility also differs from that of men.
Women do experience in-work transitions — change of employer, job or contract
type — but less often than men, and they tend to have fewer in-work transitions
that occur at the beginning of men’s careers. By contrast, in almost all countries,
women move part-time and enter inactivity more often than men, although they
also exit inactivity more often too.

e The frequent job changes that occur at an early stage of both men’s and women’s
careers have a big impact on future prospects. Women participate less intensely
than men in this critical stage of career development. Fewer in-work transitions
for women than men during the early years of their careers, particularly around
the time of childbirth, translate into lower earnings growth.

e In most countries, childbirth leads a large proportion of young mothers to leave
the labour market, either temporarily or for a longer period. In some countries,
women even withdraw completely from the labour market for several years in the
middle of their career in order to have and raise children. Childbirth can have
long-lasting effects on a woman's career, in terms of time spent out of the labour
market, lost career opportunities, limited hours of work, and earnings. On
average, the gender gap in the career length of parents is more than twice as large
as that of childless workers.

e Greater availability of part-time work a few years after childbirth can prevent
women from withdrawing completely from the labour market. However, it can
also induce significant earnings dependency on their partner, which becomes
prejudicial in cases of separation or divorce. In this context, childbirth generally
leads to greater income vulnerability for women in many countries. Moreover,
going part-time after childbirth may make mothers miss key job opportunities,
thereby resulting in less dynamic career patterns also at later stages of their
working life.

Countries can use targeted measures to reduce gender inequalities:

e There is a broad policy strategy to foster gender equality that is common across
countries. Key elements of this strategy include: i) family policies to improve access
to childcare facilities, correct disincentives to work for second wage-earners and
move towards a gender-neutral tax/benefit system; ii) measures to encourage
behavioural changes among both men and women, including combating long hours,
getting fathers more involved in caring, and promoting more equal forms of paid
leave; and iii) fostering changes in the workplace, including increased take-up of
part-time and flexible working-time arrangements.

e Countries should focus their efforts on reducing the quantitatively largest sources
of the gender gap in labour income. The relative importance of each component in
individual countries (e.g. women's lower labour force participation, lower
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working hours, or the concentration of women in lower-paid sectors and
occupations) provides a valuable guideline for policy action. For example,
policies should focus on increasing female labour participation at young ages in
countries such as Greece, Spain and Italy, where large shares of older cohorts of
women never entered the labour market. However, attention should focus more on
policies to reconcile parental care responsibilities with working in Australia,
Austria and a number of Eastern European countries, where a larger-than-average
share of women withdraw from the labour market following childbirth, and in
Germany, the Netherlands and Switzerland, where women often spend large parts
of their careers in part-time jobs.

Introduction

One of the major labour market developments in OECD countries over the post-war
period has been the continued progress made by women, with female labour force
participation and employment expanding considerably and the wage gap relative to men
narrowing almost everywhere (OECD, 2002[y))). These developments reflect changes
both in the labour supply behaviour of women and on the labour demand side. On the
supply side, the transfer of traditional female household tasks to the labour market
(OECD, 20022)) and the development of time-saving electronic devices (OECD, 2017;17)
reduced the burden of unpaid work faced by women, freeing them to concentrate on
different activities and giving them more options. At the same time, a broadening of
employment and working-time arrangements available to women eased their transition
from home activities to the labour market. On the demand side, the shift of employment
from agriculture and manufacturing towards services, where women are over-represented,
created new opportunities for them. The constant rise in levels of female education — with
women’s educational achievements now surpassing those of their male counterparts —
also increased their attractiveness for employers. Nevertheless, further efforts are needed
in terms of public support to ensure that women, and especially mothers, have the option
of fully participating in the labour market and enjoying the same career opportunities as
men.

In 2017, the OECD reviewed progress made by countries in implementing the
OECD Recommendations on Gender Equality in Education, Employment and
Entrepreneurship and on Gender Equality in Public Life (OECD, 20171j). The report
concludes that in the past five years, countries have made very little progress in fostering
gender equality goals, and that much remains to be done to meet the G20 target of
reducing the gender gap in labour force participation between men and women by
25% by 2025. Twenty-one of the 35 OECD countries are well on track to reach this goal,
but further action will be needed to enable the remaining 14 countries to cross the
finishing line — see OECD (2017;;;), Figure 1.10. Promoting greater participation of
women in the labour market and improving the quality of their employment will
contribute to stronger and more inclusive growth, and be beneficial to society as a whole.

Much of the attention in the past has focused on increasing female labour market
participation by providing better work-life balance, and redesigning tax and benefit
systems to avoid unemployment traps. Strong emphasis has also been placed on reducing
gender wage gaps among full-time workers, on reducing low pay for women and on ways
to curb discrimination as well as occupational and industrial segregation. OECD work
examining the qualitative aspects of women’s professional lives showed that while
unemployment rates for men and women are broadly similar, employment rates and
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wages are substantially lower for women but men somewhat more frequently suffer job
strain (OECD, 20143)). A later survey providing a comprehensive picture of long-term
earnings inequality and the importance of earnings mobility across 24 OECD countries,
also found that long-term earnings inequalities tend to be greater among women than
men. Long-term low pay indeed appears an especially prominent risk for women (OECD,
2015).

Less attention has been devoted to investigating women’s professional trajectories once in
the labour market or their transitions into and out of employment, and how these affect
the size of the gender pay gap over the course of their careers. The purpose of this chapter
is to fill this gap and draw a comprehensive set of country-specific policy
recommendations to promote better career paths for women. It is important not only to
remove barriers to the participation of women in paid work, but also barriers to their
career progression once in work.

This chapter therefore aims at providing an overview of women’s working lives, and their
impact on labour income throughout the lifecycle, adopting a dynamic perspective and
analysing the main reasons explaining gender gaps in career pathways, and in particular
the specific roles played by professional mobility, childbirth and part-time work, which
are shown to account for most of the widening of the gap during the working life. By
contrast, delivering an exhaustive list of sources for gender inequalities is beyond the
scope of this chapter. A complementary analysis of gender equality across
OECD countries is presented in OECD (2017;17). It examines drivers not analysed in this
chapter such as: the role played by gender-related education disparities (reverse
educational gender gap, under-representation of women in science, technology,
engineering and mathematics — STEM - fields); gender gaps in entrepreneurship,
financial literacy and financial education; health gender differences; and gender
inequalities in unpaid work (childcare, care of older parents and housework obligations).

The rest of the chapter is divided into three parts. Section 6.1 provides a comprehensive
overview of women’s employment and earnings pathways, analysing how they differ
from men’s. The section also investigates how and when the gender pay gap appears over
the life cycle. Section 6.2 concentrates on the reasons for these different career pathways,
and identifies key turning points in women’s professional lives that could lead them into
career traps. Section 6.3 provides a framework to help countries identify the main sources
of gender inequalities in OECD labour markets. This framework illustrates how the very
diverse nature of gender labour market inequality calls for appropriate country-specific
policy responses, which are then detailed in Section 6.4. The last section provides
concluding remarks.

6.1. Gender differences in professional lives

Lifetime earnings differentials are largely determined in the first ten years of workers’
careers (OECD, 2015). Nevertheless, very little is known about how the lifecycle
component of earnings trajectories plays a role or not in generating the so-called gender
gap. In all OECD countries, women are less often employed than men, and when they do
have a job, work fewer hours per month (OECD, 2017};;). They also experience more
interruptions in their careers, the majority of which relating to their family situation. The
effect of motherhood on wages is well documented in the literature (family penalty).
However, women’s professional lives are not linear and rising gender inequalities over
the lifecycle might as well be the consequence of different trajectories of women over
their working life.
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The traditional gender wage gap for full-time employees increases with age and
especially during parenthood (OECD, 20171;). Going beyond the wage gap for full-time
employees requires focussing on a broader measure of women’s position in the labour
market, the gender gap in labour income (GGLI hereafter). The GGLI combines gender
disparities along three dimensions: gender gaps in employment rates, hours worked and
hourly wage.! OECD (20174;) shows that, in all OECD countries, the GGLI is much
larger than the traditional gender wage gap for full-time employees. This difference
illustrates how gender differences in employment rates and hours of work reinforce the
impact of the gender wage gap in depressing the labour income of women relative to that
of men. This section investigates how professional trajectories of men and women worsen
the gender inequality picture as a cohort ages, by describing how employment, hours and
earnings vary along the life-cycle and in correspondence with specific life events.

6.1.1. Women’s employment pathways: Not linear, and shorter than men’s

The early stages of a woman’s career are crucial

OECD (2015(57) has shown that the first 10-15 years in the labour market are critical for
long-term career and earnings mobility, and that careers begin differently for women and
men (Figure 6.1). In all OECD countries, women leave their parents’ home earlier than
men on average and they also become involved in a relationship (defined as living with a
spouse or partner in the same household) earlier. They have children earlier and more
often live with them than men. In all OECD countries except Japan, Portugal,
the Netherlands and Turkey, women take shorter educational paths and leave school
earlier than men — see also OECD (2018¢)).2 Finally, in most OECD countries, women
enter the labour market through temporary jobs more often than men do.

Women’s professional careers in fact combine several working lives

Women’s professional careers are not linear, and combine several different working lives.
Figure 6.2 displays the detailed activity status of women by age, based on cross-sectional
data (Box 6.1). For reference, Figure 6.2 also indicates the activity rate of men
(continuous lines, to be compared with the addition of the four solid-filled layers
including employed full-time, employed part-time, unpaid workers and unemployed). For
both men and women in most countries, the activity rate displayed in the chart have the
classical hump-shaped pattern as a function of age, since labour force participation tend
to increase in the first half of the career and decrease afterwards. Yet, these simple charts
underlie key moments in women’s careers and the variety of their working lives across
countries:

o Employment gaps are unequally distributed over the life cycle — Four patterns
emerge as regards women’s absence from employment — that is, by comparing in
Figure 6.2 the sum of full-timers and part-timers for women with the solid line for
men: i) women are largely under-represented in paid employment at the early
stage of their career (aged 20to 40 years) in the Czech Republic, Estonia,
Hungary, Latvia, the Slovak Republic and (to a lesser extent) Finland, France,
Germany, Poland and the United States; ii) women are under-represented at the
middle and later stage of their life cycle in Australia, Greece, Ireland, Israel,
Japan, Korea, Switzerland and, to a lesser extent, Luxembourg, the Netherlands,
Spain and Portugal — their entry into the labour market resembles that of men
(employment rates are similar at age 25-29) but a significant share of women then
disappears from the labour market as of age 30; iii) in Austria, Belgium, Canada,
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Denmark, Iceland, Norway, Slovenia, Sweden and the United Kingdom, the
employment gap is constant over the life cycle; and iv) in Mexico and Turkey,
and to a lesser extent in Chile and Italy, a significant share of the female
population never enters the labour market.

e Women often experience a “second working career” — A significant share of
women enter or re-enter the labour market at a second stage of life (Austria, the
Czech Republic, Estonia, Finland, Hungary, Iceland, Poland, the Slovak Republic
and to a lesser extent Denmark, France, Germany, Latvia, Sweden, and the
United Kingdom). In these countries, starting around 30-34 years old,
employment rises for women but not for men. This increase is mostly driven by
permanent contracts in all countries except in Korea, where this second career of
women is entirely driven by temporary contracts, self-employment and unpaid
work.

e Up to ten years before reaching the legal pension age, many women are already
inactive — Four patterns emerge: 1) the share of women who are inactive but not
retired (“other inactive” in Figure 6.2) is significantly larger than the same share
for men in Chile, Ireland, the Netherlands, Norway, Sweden, Switzerland and to a
lesser extent Austria, Denmark and Germany — see OECD (2018¢)); ii) In a
second set of countries, the proportion of early leavers is high for both men and
women: early retirement continues to play a large role in Belgium, Hungary,
Poland and to a lesser extent Finland; iii) In a third set of countries, neither men
nor women withdraw prior to reaching the legal pension age: the Czech Republic,
Estonia, Iceland, Latvia, the Slovak Republic, Slovenia and the United Kingdom;
iv) In Korea — where the pension system is recent compared to those in other
OECD countries (OECD, 2018[77) — and to a lesser extent in Greece, Italy,
Luxembourg, Mexico, Portugal, Spain and Turkey, the proportion of women out
of the labour market continuously increases with age, and a considerable share of
them never ends up receiving a pension. > Gender inequalities in later stages of the
life cycle are particularly challenging in these countries, a situation that calls for
specific actions to promote women’s participation in the labour market earlier in
their career.

e Part-time work may also represent a career trap for women. Even if it helps to
reconcile work life balance, part-time employment status can become permanent
for many women, while it usually remains a transitory one for men. In Australia
Austria, Denmark, Finland, Iceland and the Netherlands, part-time status is
particularly frequent among active women aged over 45.*

OECD EMPLOYMENT OUTLOOK 2018 © OECD 2018



218 | 6. STARTING CLOSE, GROWING APART: WHY THE GENDER GAP IN LABOUR INCOME WIDENS...

80
70
60
50
40

30
20

Figure 6.1. The working lives of women start differently than those of men

Major life events at career start (percentage of the population aged 25-29 years old, except Panel D,
20-24 years old)
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Note: Denmark, Finland, Iceland, Japan, Norway, Sweden and Switzerland are not shown in Panel A, B or C;
Turkey is not in Panel C; and the United States are not shown in Panel E (data not available).

Source: Household, Income and Labour Dynamics in Australia (HILDA), 2015 for Australia; European
Union Labour Force Survey (EU-LFS), 2013-15 for European countries; Labour Force Survey (LFS), 2012
for Japan; Korean Labor and Income Panel Study (KLIPS), 2010-14 for Korea; Labour Force Survey (LFS),
2013 for Turkey; and Current Population Survey (CPS), 2016 for the United States.

StatLink Sw=m http://dx.doi.org/10.1787/888933778611
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Figure 6.2. Women's professional careers are not linear

and combine several different working lives

Detailed activity status of women and men, by age, cohort population = 100, 2015 or latest available year
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Note: The solid line displays the proportion of active men; “active” includes the categories “employed
full-time”, “employed part-time”, “unpaid workers” and “unemployed”. This activity rate for men may differ
from official figures due to distinction of the separate category “dual employment-education” that helps
identify how men and women enter the labour market. The activity rates presented here are in fact “activity
rates with achieved education”. “Part-time” is defined as less than 30 hours worked per week. For Korea, data
on working hours are available for employees only; the self-employed appear as a separated category. For
Canada and Japan, “retired” are included in “other inactivity”. For Japan, data refer to 2012 and the unpaid
workers category is in fact “family workers”.

Source: Household, Income and Labour Dynamics in Australia (HILDA), 2015 for Australia; European
Union Labour Force Survey (EU-LFS), 2015 data for European countries; Labour Force Survey (LFS), 2015
for Canada; Encuesta de Caracterizacion Socioeconomica Nacional (CASEN), 2015 for Chile; Labour Force
Survey (LFS), 2011 for Israel; Kambayashi (2017s)), “Global Change in the Structure of Employment: A
Note on the Japanese Case" for Japan; Korean Labor and Income Panel Study (KLIPS), 2014 for Korea;
Encuesta Nacional de Ocupacion y Empleo (ENOE), 2016 for Mexico; Labour Force Survey (LFS), 2015 for
Turkey; and Current Population Survey (CPS), 2016 for the United States.

StatLink Sw=m http://dx.doi.org/10.1787/888933778630

OECD EMPLOYMENT OUTLOOK 2018 © OECD 2018


http://dx.doi.org/10.1787/888933778630

6. STARTING CLOSE, GROWING APART: WHY THE GENDER GAP IN LABOUR INCOME WIDENS... | 221

Box 6.1. Strengths and limitations of the available data sources

Ideally, analysing the career paths of women would involve observing their complete working
lives and comparing them with the career trajectories of men. The resulting ideal data would
reveal career path dependencies allowing assessing how choices made at the start of one’s
career continue to impact one’s professional situation, earnings trajectories and well-being
several years or decades later. The effects can even extend beyond retirement, as pensions
depend on career length and work trajectories over the entire working life. Unfortunately such
ideal data do not exist on a cross-country comparable basis, as panel data only follow
individuals over a limited period. This chapter makes use of several sorts of microdata, taking
advantage of their strengths while not losing sight of their limitations.

Panel data

Panel data follow individuals over time. They allow investigation of year-to-year transitions,
as well as transitions occurring between two interviews (by reconstructing monthly calendars
based on retrospective questions). In contrast to much of the literature (dealing with yearly
transitions), this chapter concentrates on monthly professional transitions drawn from short
panel data. For each year/individual, given the person’s activity status in January, it considers
any monthly transition that may occur over the year. Several transitions are therefore possible
for the same individual from one year to the next. For a subset of countries (Australia,
Germany and the United States), available panel data track people over a period of sufficient
length to examine longer-term effects of career events, as well as career path dependencies.
Based on these long panel data, the chapter investigates cumulative mobility over time, and
how childbirth affects women’s professional opportunities over the medium to long-term
(seven years).

Long retrospective data

Long retrospective data are powerful alternative sources. This chapter makes use of the
Survey of Health, Ageing and Retirement in Europe (SHARE), Wave 3 — SHARELIFE,
which provides a rich set of information on the work and personal histories (from marriages
and divorces to maternity, health and housing) of 30 000 older workers aged 50 and over in
2009 in 13 European countries (Austria, Belgium, the Czech Republic, Denmark, France,
Germany, Greece, Italy, the Netherlands, Poland, Spain, Sweden and Switzerland).
SHARELIFE’s major limitation is memory bias: coverage is limited to spells of employment
longer than six months, covers a period when the labour markets were much less mobile than
they are now, and when people remained with the same company their entire lives. Even so, it
is the only dataset that affords a look at entire individual trajectories of workers and non-
workers over their life cycle.

Cross-sectional data

Even cross-sectional data can be very informative as regards women’s situation on the
labour market at different times in their career. Beyond reporting about employment,
unemployment and inactivity, these data allow: i) including an in-between category
(“education and work™); ii) specifying the reason for inactivity (solely in education,
retirement, military services, other inactive); iii) looking at full-time/part-time/unpaid work
as well as permanent/temporary/self-employed. They allow drawing a clear picture of
women’s activity status at different moments in their lives and make it easier to remain mindful
of the orders of magnitude of the sub-population being dealt with when focusing on career
events and paths. Nevertheless, using cross-sectional data, one can easily mix age, career and
cohort effects, which play a crucial role in the analysis of gender-related issues (see Box 6.2).
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Goldin and Mitchell (2016(9)) argue that the hump shape of labour force participation over
the life cycle is disappearing in favour of the emergence of M-shaped curves prevailing
for new cohorts. The explanation put forward is that birth events had always produced a
temporary withdrawal from employment but are now occurring later because of the delay
in marriage and childbirth — see OECD (2018¢}). In Figure 6.2, an M-shaped curve is
clearly visible in Korea and Japan, suggesting that women tend to exit the labour force
upon childbirth but re-enter once children have grown older. By contrast, in those
countries where part-time expands at childbirth age, an M-shaped curve is visible only for
the share of full-time employment (the intensive margin), while it remains hump-shaped
when both full-time and part-time are taken into account. This, however, is likely due to
further evolution of behaviours over time, transforming M-shaped curves on the extensive
margin (including both full-time and part-time) into similar curves prevailing only on the
intensive margin. For example, Blundell, Bozio and Laroque (201319)) found clear
M-shaped curves for the United Kingdom in 1977 both on the intensive and extensive
margins, and yet these remained visible only on the intensive margin in 2007.

6.1.2. Gender gaps in hourly earnings: an inverted U-curve

Full-time women still earn less than men

Beyond gaps in employment and hours worked, earnings for the same amount of hours of
work represent a crucial difference between men and women's labour market success.
Gender wage disparities are slowly decreasing but remain considerable.’ On average,
among OECD countries, full-time women earned 15% less than their men peers in 2014,
while this gap was 16% in 2005 (Figure 6.3). The gender wage gap for full-timers is the
largest in Korea (over 35%) and the smallest in Belgium (less than 5%). The latter is also
the country with the largest gap reduction (almost 10 percentage points) since 2005. By
contrast large increases are observable in Chile and Latvia. However, in these countries
larger gaps go hand in hand with a significant increase in female participation, in
particular among the low-skilled, which, by increasing the number of women at the
bottom end of the wage distribution, mechanically reduce average wages among working
women.

Gender wage gaps draw an inverted U-curve over the career

In many countries with sufficient data to estimate gender gaps in hourly earnings for
different cohorts (Figure 6.4), these gaps show an inverted U shape over the career with
most of the wage gap increase taking place from 30 to 40 years of age (e.g. Australia,
Canada, Germany, Korea, Mexico, the United Kingdom and the United States). In
English-speaking countries and Korea, gender wage gaps tend to shrink in the later part of
the working life, while they stabilise after age 40 in Germany and Mexico. By contrast, in
France and Italy, where seniority premiums play a large role in wage setting and lower
professional mobility limits new job opportunities at old age (see Section 6.2 below), the
gender gap continues to increase over the career.
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Figure 6.3. Gender disparities in full-time earnings remain considerable

Gender gap in median earnings of full-time employees (15 years and over), 2005 and 2014

B 2014 <© 2005
%
45
40 O
3B F o
30 &
25
o O o
20 t S N o ¢
O v e
15 . RPN 4 :i m i M N O
A
10 Y oo ¢ f f ¢
o0 i
STl W .'IE o
0 i o
" N Y S Y RS O \ A N\ A D Qv QO
SOTF TEENSTEL O SN S PFFHPFFICEST TRITEFEE S

Note: Countries are sorted in ascending order representing increasingly poor performance. They are selected
on the basis of data availability. Gaps computed as the difference between median earnings of men and
women relative to median earnings of men. Data refer to full-time workers; to 2005 except for Chile, Estonia,
Latvia, Lithuania, Luxembourg, the Netherlands, Poland, Slovenia, Switzerland and Turkey (20006),
Colombia (2007) and Denmark (2008); and to 2013 except for Israel (2011), France and Spain (2012),
Sweden (2013) and Chile (2015). Data for the OECD is an unweighted average.

Source: OECD Earnings Distribution Database (www.oecd.org/employment/emp/employmentdatabase-
earningsandwages.htm).

StatLink Sa=r http://dx.doi.org/10.1787/888933778649

A narrowing gap for younger cohorts

The age-gender wage gap profiles of recent cohorts lie below those of older ones, implying
that the gap tends to narrow over time. Yet, this shift does not occur homogenously in all
stages of the working life and in all countries, which implies that it might also be
misleading to try to infer life-cycle / career pathways by looking at labour income gaps at
different ages at one point in time (Box 6.2). Arrows in Figure 6.4 illustrate how the gap
evolved across cohorts.® Gaps are smaller for younger cohorts in Canada, France,
Germany, Mexico, the United Kingdom and the United States. In the United States, the
narrowing of the gender wage gap that occurred between 1975 and 2009 is largely due to
cohort effects (Campbell and Pearlman, 2013j;;), but convergence has slowed
since 2000 (Juhn and McCue, 2017[12)). Interestingly, while gains in female wages
contributed to the decline in gender wage gaps for cohorts born before 1950 in the
United States, the narrowing for later cohorts is primarily the result of male wages
declining (Campbell and Pearlman, 2013(1}). In other countries (notably, France and
Mexico) the narrowing of the wage gap appears more pronounced at the end of the
working life. The age at which the gap starts decreasing or becomes flat has generally
gone down over time for the oldest cohorts, but there are signs of inversion of this process
in a few countries (e.g. Canada and the United Kingdom).
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Box 6.2. Empirical biases in the analysis of the gap in hourly earnings
over the life cycle

Looking at the gender wage gap by age at one point in time (in 2015, for example)
can be misleading. The data indeed capture gender wage gaps of different cohorts
taken at different moments in the life cycle, but they do not measure the evolution of
the gender gap of a cohort over their entire life cycle. There are several explanations
for the difference:

o First, composition effects render cohorts different from one another. Indeed,
megatrends in women’s human capital investment (higher educational
attainment), family decisions (declining marriage, delays in fertility decisions,
decrease in family size and in the number of children per women), labour
supply (increased participation in the labour market over the past decades and
changes in amounts of working hours) have considerably changed the
composition of the female working population. Therefore, the gender gap for
workers aged 50 in 2015 is not the same as the one their parents experienced
20 years previously. Participation in the labour market has increased
significantly over the past decades; women are more educated; and they
withdraw less from the labour market at childbirth. The gender gap is
expected to decrease for more recent cohorts, as working men and working
women are more alike now than a few decades ago.

e Second, returns to individual characteristics may differ across cohorts, gender
and time (for example the effect an additional year of schooling is likely to
have on individual earnings), with the result that the gender income gap
evolves differently, even for similarly composed cohorts.

e Third, time variation effects have been identified through age-period-cohort
analysis — see Campbell and Pearlman (2013[1;) for a detailed presentation of
these models. There are three types of time-related variation: i) age effects:
the physiological or social processes associated with ageing, such as
motherhood or tenure, produce changes in wages; ii) period effects: certain
events (the global financial crisis, for example) simultaneously affect all
cohorts, but at different ages. Several other phenomena might simultaneously
affect all cohorts at different moments of the life cycle, such as job
polarisation or emerging new forms of work (OECD, 20174)); this may bias
also the cohort analysis, as shocks may bias the inter-cohort comparison;
iil) cohort effects: the timing of life and labour market experiences, such as
entering the labour market during a recession, can shift career trajectories for
men and women (Campbell and Pearlman, 2013[11y).

Figure 6.4 displays hourly earnings gaps between genders for all workers (full-time
and part-time) by age for five cohorts. Cohorts are here defined as all individuals born
within a five-year period; the periods selected are 1936-40, 1946-50, 1956-60,
1966-70 and 1976-80. Results are the same with the in-between cohorts, but the
juxtaposition of too many cohort curves would make the figure unreadable.
Unfortunately, this is a demanding exercise in terms of data availability, as it requires
microdata over a very long period. In most countries, microdata are not available over
a sufficiently long period to enable building wage gap curves by cohorts. Thus, only
nine countries appear in the figure.
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Figure 6.4. The gender earnings gap grows until the middle of the career
and then stabilises or falls

Gender gap in hourly labour earnings, by age and cohorts
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Note: Labour hourly earnings definition: Australia, Germany, the United Kingdom and the United States — yearly
earnings from labour divided by the total number of hours worked during the year (for those working at least
52 hours during the year); Canada — hourly wages (of employees only); France — Net hourly earings (break in
series in 2003, identified by a cross on the curves); Italy — gross weekly earnings; Mexico — gross hourly earnings.
The gender gap is defined as the difference between median earnings of men and women relative to median
earnings of men. Arrows illustrates how the gender labour income gap evolved across cohorts.

Source: Cross-National Equivalent File (CNEF) for Australia (2001-14), Germany (1984-2014), the
United Kingdom (1991-2008) and the United States (1970-2013); Labour Force Survey (LFS), 1997-2015 for
Canada; Enquéte emploi (1990-2012) for France; Istituto Nazionale Previdenza Sociale (INPS), 1985-2014
for Italy; Korean Labor and Income Panel Study (KLIPS), 1998-2014 for Korea; and Encuesta Nacional de
Ocupacion y Empleo (ENOE), 1995-2016 for Mexico.
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The main reason for narrowing wage gaps is the increase in female educational
attainment for younger cohorts; young women even outperform young men in many
countries, leading to the so-called reversed educational gender gap. Nevertheless, Blau
and Kahn (2016y13)) find that while women’s gains in market skills — measured by
education and work experience — were important in explaining convergence over the
period 1980-2000, these human capital variables now only account for a negligible
portion of the remaining gap.” Other reasons for the shrinking of the gap have also been
well documented in the literature and include: increasing employment of women in
non-traditionally female occupations (Goldin, 20044; 2006p15)); the role of
contraception, accounting for 10% of the convergence of the gender gap in the 1980s and
30% in the 1990s (Bailey, Hershbein and Miller, 201216)); and an increase in the returns
to women’s career investments in market skills, due to increases in the demand for skills
that benefited women relative to men (Blau and Kahn, 1997;17)).

The inverted U-curve is more pronounced for low-skilled workers than for high-skilled
ones facing a glass ceiling

The inverted U shape of age-gender wage gaps is more evident in the case of low-skilled
workers. In Canada, France and the United States, for example, the gender wage gap
starts decreasing at younger age in the case of workers with upper secondary education or
less (Figure 6.5, Panel A), than for workers with higher educational attainment
(Figure 6.5, Panel B). While this is consistent with the “glass ceiling” and “leaky
pipeline” literature, ® it also points to the possible cumulative consequences on women's
careers in professions with a steeper earnings profile of the professional and life choices
taken at an early stage of the working life by many highly-educated women.
OECD (2017;17) notes that childless women fare better than others. These
path-dependencies are investigated in the next section.

6.2. Women's professional trajectories and career path-dependency: the role of lost
opportunities

Gender gaps in the labour market increase for at least the first half of the working life and
never decrease afterwards. Previous OECD work (OECD, 2017;1;) has analysed several
reasons for the persistence of gender gaps in labour market participation and earnings,
including: the lack of progress of girls in science, technology, engineering and
mathematics areas, despite improvements in overall educational attainment; the gendered
division of housework and care duties; the lack of adequate and affordable childcare
facilities; tax-benefit disincentives for second earners to work; gender discrimination; and
the deficit of women in managerial positions. All these reasons have been well
documented in the literature. Less attention, however, has been paid to women’s
professional trajectories and their consequences. To shed some light on this issue, this
section analyses gender differences in labour mobility, consequences of a childbirth and
professional choices. In particular, it investigates the medium-and long-term
consequences of childbirth on women’s propensity to withdrawing from the labour
market, opting for part-time work or turning down better-paid job offers, as well as the
implications of these labour supply responses for career progression and the gender pay
gap at different ages.
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Figure 6.5. The inverted U-curve of the gender wage gap is more pronounced
for low-educated workers

Gender gap in hourly labour earnings, by educational attainment, age and cohorts
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Note: Labour hourly earnings definition: CNEF — Yearly earnings from labour divided by the total number of
hours worked during the year (for those working at least 52 hours during the year); Canada — Hourly wages
(of employees only); France — Net hourly earnings (break in series in 2003). The gender gap is defined as the
difference between median earnings of men and women relative to median earnings of men.

Arrows illustrates how the gender labour income gap evolved across cohorts.

Source: Labour Force Survey (LFS), 1997-2015 for Canada; Enquéte emploi (1990-2012) for France; and
Cross-National Equivalent File (CNEF), 1970-2013 for the United States.
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6.2.1. Women’s labour mobility differs from men’s

Women have fewer in-work transitions than men

Job-to-job mobility, especially early in a career, is an important source of wage growth
because job mobility enables better matches — e.g. OECD (2015(s)).” Personal decisions
that impact career paths relate to job search behaviour, job acceptance, contract type and
housework. In particular, potential and actual fertility can have an effect on career events
(and career events can affect fertility and the decision to have children).'’ Labour mobility
can be measured in various ways (Box 6.3).

Every year in OECD countries, 16% of the working-age population experience a change
in their professional situation in the labour market. They change employer, change their
working time (switching from full-time to part-time or the reverse), lose their job, find (a
new) one, become unemployed or inactive, or re-enter the labour market after a period of
inactivity. The proportion of individuals experiencing a professional transition ranges
from 12% or less in Italy, France,!'! Greece, Ireland and Portugal to more
than 25% in Finland, Sweden and Iceland. Gender differences are rather small (on
average less than half a percentage point) compared to cross-country differences
(Figure 6.6, Panel A). Professional transitions are obviously higher among the active than
the inactive population, with almost one active person out of five going through a
professional change every year.

Women have on average the same number of professional transitions as men over their
entire working lives — 9.6 on average in OECD countries — but they are of different nature
than men's.!? For example, with the exception of Finland, Germany and Japan, women
have fewer in-work transitions (i.e. changes of employer, job or contract type) than men
(20% fewer, on average, Figure 6.6, Panel B). By contrast, women more often switch
working time than men in almost all countries (an average of 40% more transitions of this
type) and have fewer episodes of unemployment (21% fewer on average).

Women also enter inactivity more often than men, but they also exit inactivity more often
(29% more episodes than men in both cases; Figure 6.6, Panel C). While the greater
tendency for women to experience transitions between employment and inactivity have
been much emphasised as being potentially problematic for the career progression of
women, less frequent in-work transitions may also represent an important handicap for
women.

Women miss crucial professional transitions around childbirth

In-work transitions are important because they have a positive impact on income
growth, particularly for younger workers (Figure 6.7, Panel A). In all OECD countries,
in-work transitions have a positive impact on earnings all other things equal,'
increasing labour income by 7.8% on average. Moreover, transitions seem to pay off
more when they occur at young age than later. Job mobility in the early stages of
working life has been shown to have particularly strong effects on wage growth and
also helps workers to find job matches that open up career ladders.'* OECD (2015(s))
shows, for example, that the first 10-15 years in the labour market are crucial for
long-term career and earnings mobility.
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Figure 6.6. Professional transitions of women are of a different nature than those of men
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Note: Professional transitions refer to any significant professional change that might occur from one year to
the next based on a monthly calendar. Individuals are considered to have experienced a professional transition
if they had any change in their professional situation on the labour market, meaning that they changed
employer, contract type or working time (switching from full-time to part-time or the reverse); lost their job
or found (a new) one; became unemployed or inactive; or re-entered the labour market after a period of
inactivity. Several transitions are therefore possible for the same individual from one year to the next.
Population aged 16 to 74. The number of lifetime transitions is simulated by adding up transitions over five
years of similar individuals belonging to different cohorts.

a) Transitions reported in panel A include transitions between employment, unemployment and inactivity, as
well as in-work transitions (changes in contract type, working hours or change of employer).
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b) Panel B reports the ratio of the total number of in-work transitions (changes in contract type, working
hours or change of employer) of women to the total number of in-work transitions of men, as well as the ratio
of the total number of transitions to and from unemployment of women compared to the corresponding
transitions through unemployment of men.

¢) Panel C reports the ratio of the total number of entries into inactivity of women to the total number of
entries into inactivity of men, as well as the ratio of the total number of exits from inactivity of women to the
total number of exits from inactivity of men.

d) For Japan, data refer to persons aged 20 to 74, and results are unweighted.

Source: Household, Income and Labour Dynamics in Australia (HILDA), 2005-15 for Australia; European
Union Statistics on Income and Living Conditions (EU-SILC), 2005-15 for European countries; German
Socio Economic Panel (GSOEP), 2005-15 for Germany; Japan Household Panel Survey (KHPS), 2009-14 for
Japan; Korean Labor and Income Panel Study (KLIPS), 2005-14 for Korea; and Current Population Survey
(CPS), Annual Social and Economic Supplement (ASEC), 2006-15 for the United States.

StatLink Sa=r http://dx.doi.org/10.1787/888933778706

Box 6.3. Measuring transitions in labour markets

There are several very different approaches to estimating labour or professional
mobility, based on firm-level data, on survey data including retrospective
questions, or on longitudinal panel data. Some of these measures focus on
employees, others on jobs or even on contracts. Their ultimate goal varies from
serving as a management tool for implementing human resource policies, to
providing economic statistics that will help in ascertaining the labour market
dynamism — see e.g. Davis, Faberman and Haltiwanger (2006[15)) OECD (2015(5));
Bachmann et al. (2014197). For the purpose of this chapter, individuals are
considered to have experienced a professional transition if they had, from one
year to the next, any change in their professional situation on the labour market,
meaning that they changed employer, contract type or working time (switching
from full-time to part-time or the reverse); lost their job or found (a new) one;
became unemployed or inactive; or re-entered the labour market after a period of
inactivity. With short panel data that follow individuals over three to four years, it
is possible to reconstruct monthly calendars based on retrospective questions and,
given the activity status in January, identify any monthly transition that may occur
over one year. Several transitions are therefore possible for the same individual
from one year to the next.

As a consequence, lower in-work mobility during the early stages of women’s careers,
and in particular around childbirth, plays a major role in enlarging the initially quite
small gender gap in labour income.'® Not only women are slightly less mobile than men
on average, but they especially miss the crucial in-work transitions occurring in the
early stages of men’s career, which promote stronger career advancement for them.
More specifically, women miss these in-work transitions immediately after childbirth.
In fact, mothers with children aged three years or less are 4.2 percentage points less
likely to experience an in-work transition than their partner, even conditional on
working the year before (Figure 6.7, Panel B). The tendency for women to have a
considerable lower share of in-work mobility around the time that they become mothers
has the potential to significantly limit women’s careers, '® and contributes to the gender
pay gap generated before age 40 (Section 6.2). !
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Figure 6.7. In-work transitions have a positive impact on earnings, but mothers are missing
many of these opportunities for advancement for several years after childbirth
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B. Probability of experiencing at least one in-work transition (change of job, of employer or contract), conditional
on working last year
Marginal effects (percentage points)

[ Women/Men [ Mothers with young child (0-3)/corresponding fathers ©15-29/30-44 045+ /30-44

AUS EST AUT HUN SVK LVA ISL CZE LUX KOR FIN ESP GBR POL FRA USA PRT GRC BEL NLD SWE ITA LTU NOR IRL DNK DEU SVN

Note: Panel A shows marginal effects from regressions, where the dependent variable is total labour income
growth from one year to the next, conditional on having worked the year before. Results presented are
marginal effects for in-work transitions (change of employer, job or contract type compared to stayers),
women (compared to men), youth (15-29, compared to prime age 30-44), and older workers (45+ compared
to prime age). Regressions are country specific and include controls (with female cross-effects) for the
presence/age of the last child (0-3; 4-6 and 7+), education, whether the person is single, married or in a
non-married partnership, whether the person has had very bad health and year dummies. Sample: persons
aged 15-64 years old. Panel B shows marginal effects from probit regressions, where the dependent variable
is whether or not the person experienced an in-work transition (change of employer job or contract type)
during the current year, conditional on having worked the year before. Results presented are the marginal
effects for women compared to men, mothers with young child (0-3) compared to corresponding fathers,
youth (15-29, compared to prime age 30-44) and older workers (45+ compared to prime age). Regressions are
country specific and also include controls (with female cross-effects) for the presence/age of the last child
(0-3; 4-6 and 7+), education, whether the person is single, married or in a non-married partnership, whether
the person has had very bad health and year dummies. Sample: persons aged 15-64 years old.

Source: Household, Income and Labour Dynamics in Australia (HILDA), 2006-14 for Australia; European
Union Statistics on Income and Living Conditions (EU-SILC), 2006-14 for European countries; German
Socio Economic Panel (GSOEP), 2006-14 for Germany; Korean Labor and Income Panel Study (KLIPS),
2006-14 for Korea; and Current Population Survey (CPS), Annual Social and Economic Supplement (ASEC),
2006-15 for the United States.
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6.2.2. Unravelling the role of childbirth on women’s careers

Female labour supply reacts very differently to childbirth in different countries

Women's careers are disproportionately hampered by childbearing and child rearing
(OECD, 201717). Women who are mothers are more likely than childless women to work
fewer hours, earn less than men, or opt out of the workforce entirely. By contrast, men
tend to have a higher probability of work after becoming fathers (OECD, 20160)).
Childbirth and child rearing significantly change the activity status of women, but
mothers’ labour supply elasticities vary significantly across countries and depends to a
great extent on social and family policies; social norms regarding mothers in employment
and the role of women in raising children;'® the availability and cost of childcare facilities
as well as marginal tax rates on second-earners.

Activity statuses of women without children are very similar to men’s in many countries
— see OECD (2018s)) — while mothers’ labour supply is much different, albeit with
sizeable cross-country variation. Figure 6.8 displays the detailed activity status at
different ages of women with and without children for six illustrative OECD countries.
Panel A shows that in Hungary, as in the Czech Republic, Estonia, the Slovak Republic
and to a lesser extent Poland and the United States, a large proportion of young mothers
are inactive but they later enter (or re-enter) the labour market. Panel B illustrates that in
the Netherlands as in Austria, adjustment to childbirth comes primarily through
significant take-up of part-time work. A combination of both patterns appears in Germany
(Panel C) as well as in Australia, Ireland and the United Kingdom. In a number countries,
where social policies are strongly family oriented, such as in France (Panel D), Belgium,
Latvia, Portugal, Slovenia and Spain, the activity statuses of women with and without
children are more similar. However, motherhood in these countries can result in
education drop-out with consequences later in the careers of women. In Korea (Panel E),
Japan and to a lesser extent Luxembourg, young women participate massively in the
labour market while mothers withdraw upon childbirth to re-enter later in their career.
Finally, in Mexico and Turkey (Panel F), a significant share of the female population
never enters the labour market: the employment rate of childless women is particularly
low, despite being still twice as large as that of mothers.

Juhn and McCue (2017}12)) provide a review of academic literature focusing on the
“motherhood penalty” and the “family gap” in earnings. They show that the wages of
mothers are significantly lower than those of non-mothers with similar human capital
characteristics. The motherhood penalty amounts to approximately 5-15 log points for
mothers compared to non-mothers.!” And it has long-lasting effects: wage gaps indeed
accumulate, particularly among highly-skilled women. Wilde, Batchelder and
Ellwood (2010y217) find larger wage gaps of 17 log points at ten or more years after
childbirth. Each of these studies focuses on hourly wages rather than annual earnings.
Gaps in annual earnings are even larger, as mothers are significantly more likely to work
part-time, part year, or not at all. Mothers’ average contribution to households’ overall
earnings from employment and self-employment is lowest in German-speaking countries,
followed by Southern Mediterranean countries, while mothers in France, Sweden and
Denmark contribute over 35% of household income from their earnings on average
(OECD, 201722)).

Using Danish administrative data, Kleven et al. (201823) show that a long-run penalty in
female earnings of 21% can be attributed to the arrival of children, driven in roughly
equal proportions by labour force participation, hours of work, and wage rates. Childbirth
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has a clear long-lasting effect on occupation, promotion to manager, and “the family
friendliness of the firm for women relative to men”. The most striking result being that
this child penalty worsened over time, as the fraction of the aggregate gender gap that can
be explained by children strongly increased from 30% in 1980 to 80% in 2011, showing
that non-child reasons for gender inequality have largely disappeared.

Long lasting effects of mothers’ withdrawal from the labour market at childbirth

In most countries, a substantial share of women having a child reduces their labour
supply. These withdrawals have long-lasting effects on the careers of women, in terms of
time spent out of the labour market and lost opportunities for career advancement.?
Figure 6.9 shows estimates of the effect of childbirth on mothers’ employment,
controlling for a number of individual characteristics. The estimated employment
probability is presented for up to seven years after childbirth.?! Highly diverse patterns of
withdrawal are observed for the different countries analysed. The results show that the
withdrawal from the labour market at childbirth is: i) large and quite persistent (more
than three years) for the 10 countries shown in Panel A (Australia, Austria,
the Czech Republic, Estonia, Finland, Germany, Hungary, Korea, the Slovak Republic);
ii) intermediate or large initially but short-lived (only one year) in Denmark, Iceland,
Latvia, Luxembourg and Norway, (see Panel B); or iii) intermediate initially but very
persistent in the six countries shown in Panel C (Belgium, France, Greece, Ireland, Italy
and Poland and the United Kingdom; or, iv) very limited, possibly due to the effect of
social policies in preventing women from losing connection with the labour market in the
six countries shown in Panel D (Lithuania, the Netherlands, Portugal, Spain, Slovenia and
Sweden).

Women'’s in-work transitions are also affected for a very long time after childbirth. For
example, Figure 6.10 shows the cumulative probability of having an in-work transition
(change of employer, job or contract) over seven consecutive years, using the Household,
Income and Labour Dynamics in Australia (HILDA) panel, which allows people to be
tracked over an extended period (Box 6.1). If the deficit in career advancement
opportunities is around 12 percentage points for a change of employer within the first
year following childbirth, the cumulated effect over the next six years reaches a
25 percentage point lower probability of changing employer, and a 35 percentage point
lower probability of changing contract or working hours. By contrast, childless women
have in-work transition rates similar to those of men. As seen before, in-work transitions
are crucial for career and wage progression. Therefore the lower frequency of these
transitions after childbirth sheds light on how motherhood has a pronounced and
persistent effect in limiting career opportunities for mothers.

Part-time work can prevent withdrawal from the labour market ...

If some women completely withdraw from the labour market at childbirth ages, another
large share adapts their professional career so as to free up enough time to meet their
family obligations. A significant share of women around the ages of 30-44 years changes
to part-time employment, either within the same job (with the same employer) or by
switching jobs. For example Liu (2015}24;) shows that women’s preference for part-time
work in the United States increases with marriage and the number of children but that this
is not the case for men.
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Figure 6.8. Women adapt their labour supply to childbirth very differently
in different countries

Detailed activity status of mothers and non-mothers in selected OECD countries (by age), cohort
population = 100, 2015
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Source: European Union Labour Force Survey (EU-LFS), 2015 for France, Germany, Hungary and the
Netherlands); Korean Labor and Income Panel Study (KLIPS), 2008 14 for Korea; and Labour Force Survey

(LFS), 2013 for Turkey.

StatLink Sisr™ http://dx.doi.org/10.1787/888933778744
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Figure 6.9. Withdrawal from the labour market at childbirth can have long-lasting effects
on women's careers

Percentage point marginal effect of childbirth on the participation gap of mothers
(by age of their youngest child) as compared to men and non-mothers, 2006-15

A. Countries with very large participation gap at B. Countries with significant participation gap at
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Note: The panels show marginal effects from probit regressions including female cross-effects, where the
dependent variable is whether or not the person is employed. Results presented are the marginal effects for
childless women and mothers considering the age of their youngest child, relative to men. Regressions are
country specific and also include controls (with female cross-effects) for age categories, education, whether
the person is single, married or in a non-married partnership, whether the person has had very bad health and
year dummies. Sample: persons aged 20-64 years old. pp: percentage points

Source: Household, Income and Labour Dynamics in Australia (HILDA), 2006-15 for Australia; European
Union Statistics on Income and Living Conditions (EU-SILC), 2006-15 for European countries; German
Socio Economic Panel (GSOEP), 2006-15 for Germany; Korean Labor and Income Panel Study (KLIPS),
2006-14 for Korea; and Current Population Survey (CPS), Annual Social and Economic Supplement (ASEC),
2008-15 for the United States.

StatlLink Si=m http://dx.doi.org/10.1787/888933778763
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Figure 6.10. Long-term effect of childbirth on women’s in-work transitions

Cumulative probability (expressed in percentage) of experiencing at least one in-work transition over long
periods in Australia conditional on being employed before childbirth
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Note: For each transition (change of contract, employment status or employer), probability of having at least
one transition over the next one to seven years.
Source: Household, Income and Labour Dynamics in Australia (HILDA), 2001-15.

StatLink Sa=m http://dx.doi.org/10.1787/888933778782

Figure 6.11 shows the short-, medium- and long-term changes in female work intensity
after childbirth, as captured by the rate of part-time employment among all working-age
women (whether employed or not). In Australia, Austria, Denmark, Finland, Iceland and
the Netherlands (Panel A), the increase in the share of employed women who hold
part-time jobs following childbirth is large (more than 10 percentage points) and quite
persistent. In these countries, part-time take-up tends to increase progressively until
children reach approximately the age of five and then it decreases when they enter
primary school. In Estonia, Italy, Luxembourg, Norway, Spain, Slovenia, the
United Kingdom and the United States (Panel B), women also significantly increase their
take-up of part-time employment following childbirth (more than 4 percentage points),
but this increased part-time use does not vary much with the age of the youngest child. In
Belgium, France, Germany, Ireland and Sweden (Panel C), part-time take-up is not
directly linked to the arrival of a child: the part-time employment gap is high relative to
men even among childless women, but remains largely unchanged after childbirth.
Finally, part-time take-up is rarely used as an adjustment variable by women in the
Czech Republic, Greece, Hungary, Korea, Latvia, Lithuania, Poland, Portugal and the
Slovak Republic (Panel D). In a few of these countries (e.g. many Eastern European
countries), outright withdrawal from the labour force is the most preferred option by
women upon childbirth. Since part-time employment can be an effective means to
reconcile family responsibilities and paid employment, this pattern suggests that policy
measures may be needed in these countries to promote part-time work and provide
women with more flexible working time arrangements.
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Figure 6.11. After childbirth, re-entry into the labour market can be made
through part-time work

Female part-time employment gap compared to men, for childless women and mothers (by age of their
youngest child), percentage point marginal effect
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Note: The panels show marginal effects from probit regressions including female cross effects, where the
dependent variable is whether or not the person is employed part-time and the sample includes all working
age people whether employed or not. Results presented are marginal effects for childless women and mothers
considering the age of their youngest child expressed as percentage point differences from the incidence of
part-time employment for men. Regressions are country specific and also include controls (with female
cross-effects) for age categories, education, whether the person is single, married or in a non-married
partnership, whether the person has had very bad health and year dummies. Sample: persons aged 20-64 years
old. Countries are grouped into the four panels according to the size and persistence of the post birth increase
in the incidence of part-time employment for women.

Source: Household, Income and Labour Dynamics in Australia (HILDA), 2006-14 for Australia; European
Union Statistics on Income and Living Conditions (EU-SILC), 2006-14 for European countries; German
Socio Economic Panel (GSOEP), 2006-14 for Germany; and Current Population Survey (CPS), Annual
Social and Economic Supplement (ASEC), 2008-15 for the United States.

StatlLink Si=m http://dx.doi.org/10.1787/888933778801
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...but both withdrawing from the labour force or working part-time may represent
career traps for women

While increased take-up of part-time work for a few years after childbirth can prevent
complete labour market withdrawal in many cases, part-time work can also represent a
career trap for women. Women working part-time experience significantly fewer
professional transitions than men working part-time (on average 7 percentage points less),
and this is likely hamper their upward mobility throughout their career. ?* Even if it helps
to reconcile work-life balance, part-time employment status can thus become permanent
for many women, while it usually remains transitory for men.?® In these countries, the
switch to part-time work widens the gender gap in labour income within the family,
which may suggest a case for reducing fiscal incentives to part-time (see Section 6.4).

Overall, women, and especially mothers, have shorter and less intensive careers
than men

As a result of all these persistent changes in labour supply patterns induced by childbirth,
net career length is much shorter for mothers (Figure 6.12):* mothers spend indeed 46%
fewer years in employment than men, and their net careers are about 20% shorter than
those of childless women (Panel A).>> However, the average gender gap in career length
for parents is more than twice as large as that of childless people, suggesting that children
are by far the most important factor accounting for gender differences in career length.
Overall, career-length gaps between men and women are very small in the Czech Republic,
Denmark and Sweden, while they are the largest in southern European countries (Italy,
Spain and Greece). The impact of having children remains limited (around 10% decrease in
total career length) in the Czech Republic, Sweden, Denmark Poland and Greece, while it
reduces total career length by one-third in Austria, Switzerland, Ireland, Italy and Spain.

Women’s careers are also four times more intensive than men’s in part-time work and
flexible working time arrangements (Panel B of Figure 6.12). In Austria, Belgium,
Denmark, France, Greece, the Netherlands, Sweden and Switzerland, having a child
considerably increases take-up of part-time work, while in the Czech Republic, Germany,
Ireland, Italy and Poland, the difference between childless women and women with at
least one child is rather small and the part-time option appears to be less driven by the
arrival of a child. Nevertheless, even childless women spend almost one-fifth of their
career on part-time work or flexible working time arrangements in Germany, the
Netherlands and Switzerland, illustrating national preferences for part-time, the
importance of tax-benefit disincentives and/or limited use of out-of-school care
(Section 6.4).%°
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Figure 6.12. Women's careers are one-third shorter than men's and four times more
intensive than men’s in part-time work and flexible working time arrangements
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a) Career length refers to the number of years spent in employment from age 15.

b) Part-time and full-time statuses are self-defined (declaration). Flexible working time arrangement refers to
years in which changes from part-time to full-time or from full-time to part-time occurred.

Note: Results presented in these figures focus on careers observed up to the age of 50. Part-time and full-time
statuses are self-declared. Data collection: 2008-11.

Source: OECD calculations based on the Survey of Health, Ageing and Retirement in Europe (SHARE),
Wave 3 — SHARELIFE.

StatlLink s http://dx.doi.org/10.1787/888933778820

6.3. Towards a broad assessment of labour market gender equality

6.3.1. The gender gap in labour income

Gender inequality in labour markets indeed represents a multifaceted challenge for
countries (OECD, 2017p13; 2017;47). The gender gap in labour income (GGLI), which is
considered in this section, is a simple indicator that captures the key element of gender
inequality in the labour market. In fact, women’s lower total labour income has
consequences for their bargaining power within the household, for their income in case of
divorce, and for pension and living standards of widows once their partner’s income ceases
to play its buffering role (OECD, 2017s5)). The GGLI summarises in one number, three
complementary dimensions of women’s position in the labour market: the gender gap in
employment rates; hours worked; and hourly earnings. As seen in the previous sections,
all these dimensions may play a role in accounting for gender disparities in the labour
market. Decomposing the gap into different components allows identifying the most
important sources of gender labour market inequalities in each country. In the next
section, tailored levers of action for policy makers are then identified depending on the
source of gender differences in each country.

The size of the overall GGLI varies substantially across countries (Figure 6.13,
Panel A).?” Considering all women (without restricting the analysis to those working
full-time), the largest gaps are found in East Asian and Latin American countries (Japan,
Korea, Mexico and Chile). Gender gaps are also relatively high (above 40%) in many
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Mediterranean countries, German-speaking countries, many large English-speaking
economies as well as the Netherlands and the Czech Republic. By contrast, the gender
gap in labour income is the smallest (less than 30%) in many Nordic and
Eastern-European countries and in Portugal.

The GGLI is decomposable (see Box 6.4), which can help design strategies to reduce
gender disparities in the labour market. The decomposition divides the overall gender gap
into the following components: i) the gender employment rate gap (also called the
extensive margin); ii) the gender hours gap (e.g. the more intensive take-up of part-time
work by women, also called the intensive margin); and iii) the gender hourly wage gap.
The traditional gender pay gaps usually published by the OECD considerably differ from
those shown by the GGLI, mostly because they are based only on hourly wages and focus
on full-time workers. On this basis, OECD (20171;) provides an interesting focus by
analysing the gender gap at different points of the wage distribution. The two approaches
focus on very different populations, and are therefore complementary.

Figure 6.13, Panel A presents the decomposition of the GGLI into the three components.
The main drivers of gender labour inequality are by far the employment gap and the
hourly wage gap (explaining both about 40% of the overall inequality). By contrast, the
more intensive take-up of part-time work by women and the derived differential in the
number of hours worked by men and women, accounts for 20% of overall gender labour
inequality.

The GGLI has shrunk in the past decade in almost all countries, with the contraction of
the employment gap being by and large also the main driver of the reduction of the labour
income gap (Figure 6.13, Panel B). On average, little progress has been made in the other
dimensions of the labour income gap, partly because of changes in the composition of
working women (with less skilled and employable women joining the labour force and
employment in recent years, sometimes ending up working part-time).

6.3.2. Gender gaps by educational attainment and age group

Low-educated women struggle the most in reaching gender equality

Low-educated women face higher gender divides in the labour market (Figure 6.14,
Panel A): in almost all countries, labour income of women is much lower relative to men
at low levels of education. This significant educational divide in GGLI is driven by large
employment gaps (Panel B) more than counterbalancing the fact that, on average, the
gender wage gap is smaller among men and women with low educational attainment
(Panel D and Section 6.1.2). Low-educated women struggle the most in reaching gender
equality in Belgium, Canada, Greece, Ireland, Italy, Latvia, Mexico, Poland, the
Netherlands, Spain and Turkey (more than 20 percentage point difference in GGLI for
women with less than upper secondary compared with tertiary-educated women).
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Figure 6.13. The gender gap in labour income significantly decreased over the past decade
driven by the enhanced participation of women to the labour force
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Note: For Canada and Turkey, data on earnings refer to wage and salary only. For Norway, the breakdown of
hourly wage gap and hours gap is not available.

Source: Earnings and hours: Household, Income and Labour Dynamics in Australia (HILDA), 2004-06 and
2013-15 for Australia; European Union Statistics on Income and Living Conditions (EU-SILC), 2013-15 for
European countries; Labour Force Survey (LFS), 2013-15 for Canada; Encuesta de Caracterizacion
Socioeconomica Nacional (CASEN), 2006 and 2013-15 for Chile; Japan Household Panel Survey (KHPS),
2005-06 and 2013-14 for Japan; Korean Labor and Income Panel Study (KLIPS), 2005-06 and 2013-14 for
Korea; Encuesta Nacional de Ocupacion y Empleo (ENOE), 2005-06 and 2013-15 for Mexico; Labour Force
Survey (LFS), 2004-06 and 2013-15 for Turkey; and Current Population Survey (CPS), Annual Social and
Economic Supplement (ASEC), 2004-06 and 2013-15 for the United States. Employment gap: OECD
Employment Database (www.oecd.org/employment/database).

StatlLink Si=m http://dx.doi.org/10.1787/888933778839
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Box 6.4. Decomposition of the gender gap in labour income

The gender gap in per capita labour income (GGLI) is the gap between total labour income of men
(based on the male population between 20 and 64 years of age) and total labour income of women
(of the corresponding female population). Labour income includes monthly earnings of employees
including base wages, bonuses, overtime, supplementary payments (thirteenth month payment),
paid leave and cash benefits of self-employed. This global gender gap in labour income can be
further decomposed into three components: employment gap, part-time effect, and full-time
equivalent earnings gap. The latter can be further decomposed into the returns to individual
characteristics of workers, job characteristics, sector and occupation, as well as an unexplained
residual.

This decomposition provides a global assessment of women’s place and role in the labour market
as well as guidance for policy action. Comprehensive, it measures employment and earnings
dimensions. Inclusive, it is based on all men and women and not just those working full-time.
Analytical, it enables policy makers to compare the relative importance of each component and
easily identify the most striking gender issue to tackle with policy action.

The gender gap in per capita labour income (GGLI) can be decomposed as follows:
GGLI = EG + (1 — EG) = Total Earnings Gap

Where EG is the employment gap (i.e. the difference between the employment rate of men and the
employment rate of women, divided by the employment rate of men) the fotal earnings gap is the
gender gap of total monthly labour income among the employed. The component (1 — EG)
derives from the fact that the total earnings gap is based on the working population while the initial
gender gap in labour income relies on the entire population (aged 20-64 in both cases).

Following the analysis of professional segregation in France by (Chamkhi and Toutlemonde,
2015p2¢)), the total earnings gap is further decomposed into hourly wage gap (HWG) and hours
gap (HG, the difference between Total earnings gap and HWG).

GGLI = EG + (1 — EG) = [HG + HWG]

HWG is based on an estimate of full-time equivalent incomes, which relies on country-specific
full-time thresholds (40 hours a week in all countries except in Belgium [39 hours], and France
[35 hours]). All labour incomes above this full-time threshold remain unchanged, while those
below the threshold are converted into full-time equivalent income by multiplying the labour
income by the national full-time threshold, and dividing the result by the number of hours usually
worked in the reference week. The HG component is therefore the contribution of the lower
number of working hours by women (intensive margin) to the overall labour income difference
between men and women.

The HWG can then be further decomposed using a classic Oaxaca-Blinder decomposition between
IND a component explained by the individual characteristics of workers (age, education), /OB a
component explained by observable job’s characteristics (firm size and contract type), and
OCCSECT a component explained by occupation and sector. The residual part is the unexplained
component (UNEXP), which accounts for various unobservable factors.

GGLI = EG+ (1 —EG) *[HG + IND + JOB + OCCSECT + UNEXP]
Full results of this finer decomposition are presented in OECD (2018;¢)).

OECD EMPLOYMENT OUTLOOK 2018 © OECD 2018




6. STARTING CLOSE, GROWING APART: WHY THE GENDER GAP IN LABOUR INCOME WIDENS... | 243

Figure 6.14. Low-educated women face higher gender gaps in labour income mainly driven
by considerable employment gaps
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Note: For Canada and Turkey, data on earnings refer to wage and salary only.

Source: Earnings and hours: Household, Income and Labour Dynamics in Australia (HILDA), 2013-15 for
Australia; European Union Statistics on Income and Living Conditions (EU-SILC), 2013-15 for European
countries; Labour Force Survey (LFS), 2013-15 for Canada; Encuesta de Caracterizacion Socioeconomica
Nacional (CASEN), 2013-15 for Chile; Japan Household Panel Survey (KHPS), 2013-14 for Japan; Korean
Labor and Income Panel Study (KLIPS), 2013-14 for Korea; Encuesta Nacional de Ocupacion y Empleo
(ENOE), 2013-15 for Mexico; and Current Population Survey (CPS), Annual Social and Economic
Supplement (ASEC), 2004-06 and 2013-15 for the United States. Employment gap: OECD Employment
Database (www.oecd.org/employment/database).

Statlink Si=m http://dx.doi.org/10.1787/888933778858

Gender labour inequality increases over the life cycle

Figure 6.15 presents the GGLI separately for three age groups and shows that gender
labour inequalities sharply increase with age in a large majority of countries, confirming
insights from Sections 6.1 and 6.2. Yet, as discussed, cross-sectional data in Figure 6.15
are also affected by cohort effects, which magnifies the steepness of
age-labour-income-gap profiles. These profiles may appear through four possible
channels: i) withdrawal from the labour market at childbirth age of a substantial share of
mothers, some of whom remaining inactive for a long time or even permanently —
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Section 6.1.1 and Section 6.2.2; ii) part-time employment becoming the norm at latter
stages of mother’s career in some countries — Section 6.1.1, Section 6.2.2 and
OECD (2018¢)); 1ii) the age profile of the gender wage gap among full-time workers —
Section 6.1.2; and iv) cohort effects: older cohorts of women participating less in the
labour market and being usually much less paid than their male counterparts — see
especially Section 6.1.2.

The average gender gap in hourly wage (regardless of occupation of job classification)
increases at childbirth age in most countries and then remains broadly constant afterwards
(Panel B). The hourly wage gap for youth explains only 20% of the overall gap in labour
income for this age category and is even close to zero or negative in many countries
(Panel D). Age plays a limited role in gender hours gaps.

The extent to which the GGLI varies with age differs dramatically across countries. The
gender gap rises particularly sharply with age in Korea, Japan, Luxembourg, the
Netherlands and Switzerland (increasing by more than 40 percentage points between the
population aged 20-29 years old and 45 and over). The size of the GGLI components at
different ages helps better understand the age profile of the gender income gap and why it
varies so much across OECD countries. In Chile, the Czech Republic, Greece, Korea,
Italy, Japan and Mexico, gender labour income inequality is driven by an extremely high
employment gaps at all ages: a significant share of women is absent from the labour
market. In the Czech Republic, Hungary, Poland and the Slovak Republic, women
withdraw from the labour market for several years following childbirth (Section 6.2.2)
due to long entitlement periods for maternal leave. However, very low take-up in
part-time after childbirth leaves some room for improvement of work-life balance for
mothers. In Korea, Italy and Greece, women have their first child relatively late (they are
among the oldest in OECD countries, over 30 years old on average — see OECD (2018ig)).
In these countries, women typically begin their career and work for several years before
becoming pregnant, but their withdrawal from the labour market, once they finally start a
family, often proves permanent. In the Czech Republic, on the other hand, women tend to
have their children first (the average age of women at first birth was 28.1 years in 2014),
and only enter the labour market for a late career once their children have entered school.
The activity rate of young Czech women with children (around 20%) is among the lowest
of all OECD countries, indicating barriers to the participation of mothers in the labour
market.

In Australia, Austria, Belgium, Ireland, Germany, Luxembourg, the Netherlands,
Switzerland and the United Kingdom, gender disparities are important but employment
gaps are of medium size: the earnings that women bring home are much lower than those
of men due to frequent take-up of part-time employment (see Figure 6.14). The more
frequent take-up of part- time is often a way for women with children to stay in the labour
market (see Section 6.2.2), but part-time work is also sizeable among childless women in
Australia, Germany, Ireland, the Netherlands and the United Kingdom (at least 14%).

Finally the hourly wage gap is a key component of the large gender disparities in Japan
and Korea. In the latter country, however, the wage gap is relatively contained in the case
of youth and increases dramatically with age (see also Section 6.1.2). The hourly wage
gap play also a key role in many Nordic countries where the overall gender gap in labour
income remains contained. This is notably the case of Iceland and Norway, whose GGLI
would be among the smallest if it were not for a relatively large wage gap.
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Figure 6.15. Labour markets are more egalitarian at earlier stages of the career, but can
become particularly gender-biased as professional paths move forward
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Source: Earnings and hours: Household, Income and Labour Dynamics in Australia (HILDA), 2013-15 for
Australia; European Union Statistics on Income and Living Conditions (EU-SILC), 2013-15 for European
countries; Labour Force Survey (LFS), 2013-15 for Canada; Encuesta de Caracterizacion Socioeconomica
Nacional (CASEN), 2013-15 for Chile; Japan Household Panel Survey (KHPS), 2013-14 for Japan; Korean
Labor and Income Panel Study (KLIPS), 2013-14 for Korea; Encuesta Nacional de Ocupacion y Empleo
(ENOE), 2013-15 for Mexico; and Current Population Survey (CPS), Annual Social and Economic
Supplement (ASEC), 2004-06 and 2013-15 for the United States. Employment gap: OECD Employment
Database (www.oecd.org/employment/database).

Statlink Si=m http://dx.doi.org/10.1787/888933778877

6.3.3. Occupational segregation

Men and women remain likely to work in different sectors and occupations across
OECD countries (OECD, 2017;17): women continue to be overrepresented in the service
sector, specifically within areas such as retail, health and social work: 84% of employed
women worked in the services sector in 2015 (60.7% of men), 11.6% in industry
(32.6% of men); and 4% in agriculture (6.3% of men). This occupational segregation
derives from: 1i)on the supply side, the self-selection of women into certain
occupations/sectors®® (under-representation of women in STEM fields, early career
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choices and motherhood, gender gaps in entrepreneurship); and ii) on the demand side,
the gendered preferences of employers.

Decomposing further the hourly wage gap, following a standard Oaxaca-Blinder
decomposition (see Box 6.4), it is possible to obtain a measure of the contribution of
individual and jobs characteristics, as well as occupation/sector gender differences to
gender disparities in hourly wages.” Gender differences in individual characteristics
favour women on average (the GGLI would be 3.9% larger without this composition
effect), mainly due to the higher educational attainment of women. However, this effect is
exactly offset by the impact of occupational and sector segregation, which raises gender
inequality by 3.9%. Occupational and sector segregation play an important role in the case
of France, Iceland, Norway, and the United Kingdom.*° By contrast, firm-size and contract
type are a key driver of the gender wage gap in Japan.

6.4. How can gender labour inequalities be overcome?

Depending on the key drivers of the GGLI in different countries, policy priorities are
likely to differ, calling for policy responses that are tailored to country-specific
conditions. For example, in a few countries, the main policy priority remains promoting
women’s participation in the labour market so as to decrease the employment gap.’!
However, success in reducing the employment gap may result in an increased take-up of
part-time work by mothers. This outcome would be socially desirable so long as it is
voluntary and not the result of constraining social norms, a lack of childcare facilities or
insufficient demand for female work. As a consequence, in countries where part-time
tends to become a trap for women's careers, countries may wish to adopt policies to
mitigate the effect of part-time work on women’s earnings,”? and decrease involuntary
part-time work — the goal being to give women free choice of their hours of work and
minimise their dependency from the “main breadwinner’s” income. By contrast, in other
countries, even without reducing working time, women still cannot take advantage of specific
job opportunities around childbirth due to their heavier share of family responsibilities. In
these countries, policy priorities should focus on reducing this burden. In all these cases,
albeit with a different combination of policy tools depending on policy priorities, policy
action should focus on reducing disincentives to work for women with caring
responsibilities, providing adequate services and support for families with young
children, and enhancing equity of opportunities and flexibility of existing schemes, so as
to provide women with greater options on the labour market and freedom for their career
choices.** These policy tools are discussed in order:

Reduce financial disincentives to work: disincentives to work and barriers to female
participation play a key role in the existing gender division of labour and in the GGLL
Therefore, providing adequate incentives for women and especially mothers to enter the
labour market is key, especially for countries where the employment gap and/or the
part-time component of the GGLI are high. Removing the disincentives induced by
tax-benefit systems must also be a priority for those countries where raising labour
market performance of mothers from lower socio-economic positions is a key priority,
since these are the most affected by these disincentives.

e  Provide adequate paid leave options. Many OECD countries provide extensive
paid leave programmes for parents around the time of childbirth — see
OECD (2018(6)). Maternity and parental leave are important measures that help
mothers combine childcare responsibilities with their work commitments,
improving the work-life balance of both women and men (OECD, 2017;;;). Paid
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parental leave is associated with higher female labour force participation across
countries, as it provides incentives to be employed prior to giving birth (to ensure
paid leave eligibility) and gives women post-birth job security (OECD, 2017p).
Leave policies have a significant effect on the employment of mothers, although
the loosened connection with the labour market may be detrimental when leave
durations are overly long — see Section 6.2.2 and Olivetti and
Petrongolo (2016p277). With the exception of the United States, all
OECD countries have national schemes offering mothers a statutory right to paid
maternity leave.

e Correct disincentives in the tax-benefit systems through “make work pay”
measures, >4 and individualisation of taxation. In many countries, work incentives
for low-paid second-earner parents are weak due to high marginal effective tax
rates for second earners when moving from non-employment to employment — the
so-called participation tax rate — see OECD (20186;). After various deductions
and changes in benefit entitlements, low-paid second-earner parents entering
employment often take home less than 40% of their additional gross earnings. The
effect of benefit withdrawal rules, and their interaction with taxes, can be
significant for single parents and one-earner families. In fact, phasing-out of
social assistance, as well as family and housing benefits often brings marginal
effective tax rates close to 100%, particularly for families with one earner and two
dependent children. Conversely, imperfect neutrality of taxation implies that in
many countries sharing work equally amongst the members of the household (for
example in the form of two part-time jobs with close-to-full-time hours) is more
costly than unequal sharing (e.g. through one full-time and one low-intensity
part-time jobs). This is particularly the case in Chile, Belgium and France for
low-income households and in Germany and Switzerland for middle-income
households — see OECD (2018¢)).

e Reduce childcare costs. Childcare costs remain very high in some
OECD countries (OECD, 2018¢)), further weakening financial incentives to work
and therefore reducing the attractiveness of labour force participation (OECD,
2017p13). These high costs act as a barrier to paid employment for second earners
and single parents, especially those with less-educated women with low potential
earnings. Indeed, on average across European OECD countries, more than
one-in-five economically-inactive mothers with a very young child report that a
lack of affordable childcare prevents them from looking for work (OECD, 2016a).
High childcare costs dramatically increase the marginal effective tax rate for
second earners when moving from non-employment to employment — see
OECD (2018(¢)). But the effects on marginal tax rate are also important when
increasing working hours of second earners in many countries (Eurofound,
2016p2s)).

Provide adequate services and support, also by increasing the flexibility of existing
schemes: in order to give women a real choice in their leave and labour supply decisions,
providing them with childcare facilities is key. Indeed, time spent on housework affects
time spent in the labour market, and vice versa. The large increase in female labour force
participation over the past decades was associated with a decline in time spent on unpaid
home and care work, but women still bear the brunt of unpaid work and fathers spend a
lot less time with children than mothers. In addition, while a considerable part of
eldercare work takes place outside the household, some two-thirds of the
inside-household carers are women, informal care being particularly prevalent in
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countries with relatively few paid care workers (OECD, 201329). A disproportionate
burden on women to care for children can deter mothers from re-entering full-time work
and can make employers less likely to hire mothers or women of childbearing age
(OECD, 201722)). It can indeed be difficult for working-age carers to combine paid work
with caring duties and carers may choose to quit paid works or reduce the work hours.
This may compromise their future employability and lead to either permanent drop-out
from the labour market or to lower-profile subsequent careers.

e Increase childcare availability® by providing publicly subsidised early childhood
education and care (ECEC) to children as a legal right (OECD, 20160).%
Women are often involved in childcare duties, especially when care services are
lacking or fail to meet the needs of full-time working parents. Indeed, those
countries where the use of formal care is the lowest (such as Austria, the
Netherlands, New Zealand, Switzerland or the United Kingdom) are those for
which the gender gap in hours worked per worker is the greatest — see
OECD (2018;g)). It is therefore necessary to provide alternatives to families caring
for children at home by offering care in a form that can be reconciled with
parents’ working hours.

e Provide further financial support for low-income families, especially when
childcare costs are very high (OECD, 2016(30)). Subsidising child care is all the
more necessary to reduce inequalities between low- and high-skilled households.
Childcare costs can indeed be prohibitively high, in particular for parents with
disadvantaged backgrounds whose children are lagging behind in terms of ECEC
access. This may explain the large differences in gender labour income gaps
across educational levels in some countries (Figure 6.15, panel C).

e Develop out-of-school care services. Out-of-school-hours care services remain
under-developed in most OECD countries — see OECD (2018¢)) — and explain to
some extent the relatively high share of part-time work among working mothers
in some countries (such as Australia and Germany). Childcare issues do not
disappear once children enter pre-primary or primary school. Children in the
educational system do spend a large amount of time at school, but opening hours
are frequently incompatible with a full-time working week and school holidays
are almost always longer than annual leave entitlements for employees. Informal
care services provided by friends or relatives can help, but these are not always
available and working families with school-age children often need to find
additional formal solutions both before and after school, and also during school
holidays. A few OECD countries have developed extensive out-of-school-hours
care systems for school-age children — see (OECD, 2017}1;) for more details).

o Enable flexible working time arrangements to foster work-life balance. These
include the availability of part-time work, working from home on an occasional or
regular basis (teleworking), flexitime (allowing employees to adjust their daily
working time, possibility to adapt their working time to take care of personal or
family matters). OECD (201620;) provides an assessment of how workplace
flexibility can help employees balance work and family responsibilities. The
availability to choose one’s working time (within employer’s predefined limits)
enables employees to devote their most productive hours to work, while also deal
with their family responsibilities, relieving the pressure as regards family
commitments. Flexitime may also decrease the tension of commuting at rush hour
for both parents and childless employees. For flexible working time arrangements
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to be effective and not considered as “mothers’ working arrangements”,
governments need to assure that their initiatives to promote workplace flexibility
are designed so as to: i) grant all employees (and not just mothers of young child)
a right to request flexible working arrangements; ii) encourage social partners to
cover workplace flexibility in collective bargaining agreements; and iii) help
companies change their work organisation.

e Adopt measures to encourage men to spend more time at home caring for their
children and their dependants more generally. In that respect, fathers’ leave-taking
can be considerably effective. Indeed, while couples today tend to be fairly
egalitarian in their division of (unpaid) household labour before children are born,
things often change soon after childbirth. Women start doing much more unpaid
work upon arrival of the first child, so that fathers’ leave-taking around childbirth
can play a crucial role in relieving this burden (OECD, 20171;). Promoting men’s
use of leave can also be achieved through the introduction or extension of
“fathers-only” leave, such as paid paternity leave and longer periods of paid leave
reserved for or targeted at fathers within parental leave systems (OECD, 201713).
These instruments can significantly contribute to promote re-entry of mothers into
the labour market. However, paternity leave entitlements may not suffice if father
are not encouraged to take it in their workplace. For example, Korea and Japan
have generous paternity leave schemes but only 3% of fathers do take advantage
of them. Governments could consider putting in place soft or hard incentives for
employers to adopt effectively non-discriminatory practices against fathers taking
voluntary paternity leave.

e Countries must also strengthen support for informal carers, particularly for the
elderly — such as cash benefits, respite care, training and counselling — and ensure
that these benefits reach those who need them most, in particular low-income
women. To meet those needs, many countries provide employees with a right to
either flexible working time or to family-caregiver leave, but often without
financial compensation and little flexibility. It is also important that such leave
can be granted within a short notice period given that long-term care needs are
largely unpredictable.

Other interventions involving actions beyond labour and social policy:

e Promote women’s earning potential. Improving the acquisition of valuable
market skills by women and enhancing their access to vocational training are key
to raise the wages women can command on the market, as well as measures to
reduce occupations and sector segregation. Policies to promote female
employment in high-wage sectors and occupations are particularly important in
countries where women are concentrated in low-paid occupations and sectors — as
is the case for two thirds of the countries, see OECD (2018;). Considerable
progress has been made in closing the education gap, resulting in girls even
outstripping boys in educational attainment in many countries. However, further
efforts are required to close remaining gender gaps in education (particularly in
science, technology, engineering and mathematics) — see (OECD, 2017).
Moreover, the returns to these human capital investments will only be realised if
women are actually employed.

e Address stereotypes, reduce discrimination and promote female leadership.
Virtually all OECD countries have put in place policies to address stereotypes and
reduce discrimination through anti-discriminatory rules, anti-harassment actions
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and promoting change in employers’ perceptions and in social norms. The
evidence suggests, however, that discrimination is more frequent in career
progression and access to senior management positions — see (OECD, 2017p).
Most OECD countries have initiated policies to promote gender balance on
company boards and in senior management, such as gender quota in boards.
However, these actions alone are likely insufficient without investing in
promoting career progression and leadership development schemes for women,
also based on peer-to-peer support — such as sponsorship, mentoring, building
confidence and access to networks. But it is also critical to engage men leaders in
achieving gender equality. Moreover, because workplace culture is central to
sexual harassment, anti-harassment laws and initiatives targeting employers show
promise and should be evaluated carefully. Many countries, as part of their
awareness-raising campaigns, provide employers with information on employers’
obligations to prevent and respond to harassment and discrimination. Finally,
ensuring that both women and men do not experience discrimination when they
take leave from work to care for dependents is also key to promote the evolution
of social norms (OECD, 20171)).

Success/failure factors:

e Cultural expectations and values concerning female employment and dominant
practices in the gendered division of care and family work may undermine
policies (Eurofound, 2016y2s;). The ideals regarding care and who is best placed to
rear children and care about dependants indeed affect take-up of childcare and the
social roles of men and women (Kremer, 200731;). Policy reforms should
therefore be accompanied by campaigns addressing these cultural factors.

e Experimenting with pilot programmes to assess the relative effectiveness of
potential policy measures on different types of family households before
implementing the nationwide measure should also be considered. Policies based
on financial incentives or supportive interventions should be targeted based on
evidence on which groups are more responsive to different types of policy actions
(Eurofound, 2016p;). This will allow clear targeting of the beneficiary
population, avoid deadweight loss, and increase the effectiveness of the measure.
It is also important to implement reforms intended to decrease labour supply
disincentives for women gradually, so as to allow sufficient time for families to
adjust to the changing incentives offered to them.

6.5. Concluding remarks

Despite sizeable improvements in the situation of women in the labour market during
recent decades, gender inequalities remain a major issue for policy makers in OECD
countries. This chapter has provided an overview of the working lives of women and how
they compare with those of men, as well as an assessment of how those differences
contribute to the persistence of significant gender gaps in labour market outcomes. This
analysis confirms that the degree of gender labour inequality varies across countries, as
does the form it takes and the relative importance of different types of gender gaps. The
labour income gap between women and men increases over the course of their careers
and is mostly the result of missed opportunities in terms of professional mobility during
the early stages of women’s careers, and in particular during the years immediately
following the birth of their children. This chapter has also documented the many ways in
which childbirth affects female labour supply across countries in terms of labour market
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participation and the take-up of part-time work, as well as the longer-run implications of
those choices for professional mobility and, therefore, income growth. Getting onto a
good career track and staying on it is a strong determinant of future income growth, and
missed opportunities following childbirth are particularly prejudicial. Life events like
child birth, parenting (but also caring for the elderly in the family and family
responsibilities more generally) affect both wage progression and the accumulation of
earnings over a lifetime, and these career breaks also reduce pension
entitlements (OECD, 201732;). However, while childbirth and other life events
significantly affect women’s professional trajectories everywhere, the way they do so
varies across countries. This suggests that policy can have a major impact.

This chapter proposes a framework to help governments better address the complex
challenges involved in fostering gender equality by targeting their efforts on the most
important gender gaps in labour market outcomes in each country. While this framework
identifies the quantitatively most important sources of the overall gender gap in labour
income per capita, more research is needed to identify the resulting implications for
policy. In particular, new evidence is needed to better understand the respective role
played by each policy measure on each of the different components of the gender labour
income gap, in particular the gap in working hours. New research is also required to
assess the role that collective bargaining can play in further reducing gender gaps through
the setting of wages, anti-discrimination rules, and flexible working arrangements.
Additional research is also needed to identify the impacts that megatrends such as
digitalisation and population ageing will have on occupational segregation and gender
gaps in labour markets, and how different policies can shape those impacts in order to
promote greater gender equality.
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Notes

! The gender gap in labour income is defined as the difference between average annual earnings of
men and women as a percentage of those of men. Average earnings are computed by considering
the whole working age population, independently of whether effectively working or not during the
year. A person with no labour income, therefore, contributes to the denominator of average
earnings but not to the numerator (see Section 6.3).

2 In the latter countries, which include Australia, Denmark, Finland, Germany, Iceland,
the Netherlands, Norway and Switzerland, apprenticeship plays a major role in bridging
educational and professional aspects. Interestingly, in the Nordic countries and the
United Kingdom, more women than men take on this dual activity at the earliest career stage. In
Finland and the United Kingdom, women once again combine education and work at very late
stages of their career.

3 Retirement status is self-determined in Labour Force Surveys. While it is not possible to say
whether all those who declare themselves being retired receive a retirement pension, the opposite
is likely to be true.

* Other general gender differences include the fact at all ages, more men are self-employed than
women in all countries (OECD, 2018¢]). In some countries — Australia, Austria, Switzerland, the
Czech Republic, Germany and the United Kingdom — women tend to be more often self-employed
during the later stages of their careers, but this late-career increase in self-employment is much
lower than for men. By contrast, unemployment is not particularly gender biased.

5 Gaps in full-time earnings are measured using hourly, weekly, monthly or annual earnings,
depending on data availability. To the extent that the variability of contractual hours among
full-time is limited, the gaps presented in Figure 6.3 can be assumed to proxy gaps in hourly
earnings. Tests made on a limited group of countries for which both hourly and monthly earnings
are available validate this assumption.

® Doing so risks confounding true age effects with composition effects (e.g. changing educational
attainment and labour participation across cohorts), changes in returns to individual characteristics
(e.g. earnings differentials of a characteristic), and time variation effects (see Box 6.2).

7 Changes in female workforce composition (women’s investment in market skills, leading more
able women to select and enter into full-time employment) help explain why growing wage
equality between genders coincided with growing inequality within gender (Mulligan and
Rubinstein, 2008[49]).

8 Glass ceiling is the “unseen, yet unbreachable barrier that keeps [...] women from rising to the
upper rungs of the corporate ladder, regardless of their qualifications or achievements, that women
confront as they approach the top of the corporate hierarchy” (United States Federal Glass Ceiling
Commission, 19951417). The existence of a glass ceiling to women’s career perspectives which
excludes them from high-earnings and high-status positions has been well documented in the
literature — e.g. Biewen and Seifert (2016p3)). The term “leaky pipeline” is usually employed to
refer to the attrition in the number of women who advance to management levels. OECD (201717)
concludes that over the past decade, the glass ceiling remains intact and the “leaky pipeline” to top
jobs has contributed to women making up only about one-third of managers in the OECD, though
there is considerable variation across countries.

° Addison and Portugal (1989;34) show that there are gender differences in match quality and
changes in match quality over the course of careers: women are more often mismatched than men.
This is true even for women with the best early-career matches.

10 Based on Norwegian panel data, Kunze (201437)) shows that women with children are 25% less
likely to be promoted than women without children; what the author calls the “family gap in
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climbing the career”. Analysing gender differences in job search behaviours, Kunze and
Troske (2009337) show that displaced women take longer to find a new job than men in a
comparable situation, and that these differences are driven by differential behaviour of prime-age
women, whereas no significant gender difference is apparent for younger and older workers.

' Every year in France, 12% of the working-age population experience a professional transition
and this is the case of 17% of the active population. These results are consistent with
Flamand (2016p447) who finds that in France labour transitions of the active population are
relatively stable — around 16% on average each year— and evolve in line with the business and
employment cycle.

12 The cumulative number of transitions ranges from 6 in Greece, Italy, Portugal and Slovenia to
more than 15 in Australia, Finland, Iceland, Japan and Sweden.

13 The impact of in-work transitions on income is not gender biased, that is they do not significantly
increase men’s income any more than they do for women’s income. The female coefficient presented in
Figure 6.7, Panel B is the marginal effect of the female coefficient, not the cross-effect of female with
in-work transition (which was not significantly different from zero in almost all countries).

14 Alon and Tienda (20054,)) show that unskilled women who experience frequent job changes
during the first four post-school years reap positive wage returns, but turnover beyond this
“shopping” period incurs wage penalties. By contrast, unequal returns to job mobility drive the
gender wage gaps for skilled women. Adda et al. (2012;33)) also find that sources of wage growth
differ by skill level, with learning-by-doing being an important component early on for unskilled
workers, whereas job mobility is important for workers who acquire skills in an apprenticeship
scheme before labour market entry.

15 Age patterns of labour mobility (available upon request) are different for men and women, and
can partly explain the gap. It emerges that women: i) experience professional transitions less often
than men when they are young (in particular in-work transitions); ii) change their professional
situation more often than men at prime age, due to higher entries into and exits from inactivity;
and iii) less often go through a professional change than men above the age of 55 years.

16 OECD (2015}s)) also shows that earnings mobility (defined as movements in and out the labour
market and up and down the wage ladder) is not lower for women than for men, but the incidence
of low long-term earnings is much higher among women than men, affecting about one in four
working women as compared with only one in twenty men. Equal short-term earnings mobility
associated with low long-term earnings among women reveals the role played by career path
dependencies, i.e. the impact that early professional mobility have on future career success.

17 Available evidence suggests that men and women with the same level of education tend to enter
the labour market at similar wage levels, but wages begin to diverge during the early carcer
(Fitzenberger and Kunze, 200545;; Manning and Swaffield, 2008 39)).

'8 The existence of inequalities before the first childbirth suggests that the arrival of a child is not
the only factor — see for example Briard and Valat (20186)). Social norms and preconceptions
about women are likely to play an important role in the formation and evolution of gender
inequalities throughout their working lives, although their respective contributions cannot be
assessed.

19 6 log points for mothers with one child and 13 log points for mothers with two children
according to Waldfogel (199740)).

20 Briard and Valat (201844)) provide a lifecycle analysis of the gender wage gap in France.
Gender inequalities appear before the arrival of the first child, especially for non-graduates, and
increase further after childbirth. More often than women, men reach a good professional position
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before becoming parents. Inequality increases the most at the time of the first childbirth, regardless
of the final number of children and continues to widen afterwards, but at a slower pace.

21 The possible presence of other older children may impact estimates in Figure 6.9. Nevertheless,
the age of the youngest child is more likely to have a direct effect on the mother’s labour market
attachment and work intensity.

22 Andrén (20117) also suggests the existence of an “absence penalty” of part-time work,
increasing with the duration of part-time work, which could be interpreted as the effect of slower
human capital accumulation for individuals working part-time. The study estimates that, in
Sweden, full-time working men earn 26% more than part-time ones, and that full-time working
women earn 13% more than their part-time counterparts. However, when observable factors
(e.g. occupations) are taken into consideration, only men's wages are significantly affected by
part-time work: the pay gap is reduced to 9% for men and 2% for women.

2 Figure 6.11 is based on country-specific probit regressions of the dependent variable “employed
part-time” with female cross effects for all controls including age categories. All marginal effects
are not shown in Figure 6.11, but available upon request.

24 As discussed in Box 6.1, while the cross-section data presented in Section 6.1.1 can provide a very
detailed snapshot of gender differences in employment and hours worked for different age classes,
panel data or retrospective data are necessary to examine the consequences of those employment
patterns for individual careers.

25 While career lengths are presented to age 50, the conclusions presented remain valid when looking
at career lengths up to age 65. Nevertheless, due to the nature of the SHARELIFE dataset
(retrospective data) used for these estimates, sample sizes are considerably reduced if the focus is
solely on workers who have reached their 65th birthday at the date of the interview. Up to 65 years
old, total career lengths of men, childless women and women with children are, on average, 40.3,
29.3 and 21.4 years, respectively.

26 These figures rely on long retrospective data which have two limitations. First, there is a
sizeable memory bias being based on the recollection by elderly people (at least 50 years old in
2009) of their entire work history. Most importantly, as pointed out in Box 6.1, they reflect the
career experiences of a specific cohort that faced social norms about working women and labour
market conditions that differ from those that later cohorts face. For example, labour mobility rates
in many European countries tended to be lower than their current levels and many people used to
remain with the same company for most or all of their careers (the oldest respondents entered the
labour market in the 1960s). Second, women now participate much more in the labour market and
for a much longer period. Therefore, gaps in career length may have changed considerably and the
results reported in Figure 6.11 are unlikely to predict accurately what will happen to more recent
cohorts of women. Nevertheless, when looking at the activity status of women in 2014-15 (see
Figure 6.2), some of the main stylised facts identified for this older cohort are clearly visible,
revealing sizeable inertia: employment gaps remain sizeable even for middle-aged women from
recent cohorts in Greece, Ireland, Italy and the Netherlands. Therefore, even if career length gaps
may have decreased for younger cohorts, they will remain significant in these countries.

27 See also Chapter 1 for the latest available data.

28 Women experience higher levels of occupational segregation than men, and are restricted in the
jobs they “choose” to go into by a variety of factors, including educational background and
gendered socialisation. OECD (201717) provides an “index of dissimilarity” based on the number
of different occupations women work in compared with men. Every country shows evidence of
occupational segregation by gender, but rankings are somewhat difficult to interpret as they cannot
account for factors such as self-selection or cross-country differences in female employment rates.
Indeed, the Nordic countries have historically higher levels of occupational gender segregation and
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Mediterranean countries lower levels, in part because increases in occupational segregation have
positively correlated with growth in female labour supply (European Commission, 2009 4s;).

2 The gender pay gap for full-time employees can be further decomposed into several
sub-components — see Box 6.3 and OECD (2018¢)): 1) the impact of gender differences in
observable individual and job characteristics (e.g. gender differences in educational attainment,
employment status and contract type); ii) the impact of gender occupational segregation; and iii) the
unexplained component of the hourly wage gap, which represents discrimination and the effect of
other non-observed factors (e.g. field of study, attitudes, labour market experience, match quality
and the number of previous jobs held). Most of the hourly wage gap nevertheless remains
unexplained (38% on average).

30 The effect of occupational segregation is likely to extend beyond hourly wage gaps, although
this additional effect is not estimated here. Evans (2018s17), for example, estimates gender pay gap
for full-time and part-time workers in different occupations and finds that where the pay gap is
largest (skilled trade occupations), men have a much larger share of full-time employment while
where it is smallest (sales and customer service occupations), full-time employment shares are
almost equal across gender. This pattern reinforces the relative importance of occupational
segregation on the gender gap in annual labour income.

31 Eurofound (2016(2s)) estimates that the total cost arising from women’s lower employment rate in
the European Union was around EUR 370 billion in 2013, corresponding to 2.8% of the EU’s gross
domestic product (GDP).

32 Adema, Clarke and Frey (2015335)) point out that working part-time, especially when it is of a
permanent rather than a temporary nature, has negative effects on career progression. The lack of
flexibility within firms also means that women will disproportionately suffer because of working
shorter hours or requesting a specific family-friendly work schedule. Goldin (20143¢)) shows that
there is a wage penalty attached to working short hours, while in some sectors — particularly the
corporate, financial, and legal sectors — many firms offer disproportionate promotions to
employees working long, continuous hours at certain times of the day.

3 See for example Adema, Clarke and Frey (20153s), OECD (20167055 2017p)),
Eurofound (2016p28)), Fernandez etal. (2016(s0)), and Olivetti and Petrongolo (2016p,7;) for
comprehensive assessments of gender employment and earnings gaps, as well as literature reviews
on the effectiveness of labour market policies (including ALMP, tax benefit systems, flexible
working time arrangements) and family policies (including childcare support measures and leave
policies).

3% Good practices to reduce these disincentives include the In-Work Credit for Lone Parents (the
United Kingdom) and phasing out transferability of general tax credits (the Netherlands) — see
Eurofound (2016(2s)) for more details.

35 Countries’ provision of childcare facilities and subsidies and their elaboration of tax-benefit models
and their resulting (dis)incentives set the overall framework to which women react in decisions
regarding their working life (their labour supply and working hours). Women should be given a real
choice as to whether to work or not, and this choice should not be dictated them by insufficient public
provision of early-childhood services. In Denmark for example, parents are entitled to a guaranteed day
care place for their children at the end of the parental leave period. Local authorities are responsible for
providing places, and must cover parents’ expenses for a private care scheme or a place in another local
authority if they fail to do so within a four-week waiting period (Eurofound, 2016y23)). The result is that
65% of Danish children aged 0-2 years are enrolled in childcare or preschool; in this, Denmark is the
best OECD performer. Disincentives for mothers to work due to excessive childcare costs and
insufficient childcare provision explain in large part women’s deficit in employment.

36 OECD (2016y30)) provide an overview of childcare take-up in OECD countries. On average, only
one-third of the children under age three have access to early childhood education and care (ECEC),
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with significant differences across countries. In Sweden and Denmark, public childcare systems
provide guaranteed access to a high-quality, flexible service at heavily-subsidised rate. In Sweden,
children are guaranteed a place in formal childcare once they are one year old. The service is open to
all parents and operates on a full-time basis; most facilities are open over a 12-hour period.
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Supplementary material for Chapter 6 is available online only in English at the following
DOIL: http://dx.doi.org/10.1787/empl outlook-2018-15-en.
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Annex A. Statistical annex

Sources and definitions

The tables of the statistical annex show data for all 35 OECD countries. Data for Brazil,
China, Colombia, Costa Rica, India, Indonesia, Lithuania, the Russian Federation and
South Africa are included in a number of tables.

In general, Tables A to K and Table M report annual averages of monthly and quarterly
estimates, when they are available, based on labour force surveys. The remaining
Tables L, N, O, P and Q are based on a combination of survey and administrative sources.
Data shown for a number of European countries in Tables B, C, D, H, 1, J, K and Table M
are based on the European Labour Force Survey (EU LFS), which are more comparable
and sometime more consistent over time than data series from national LFS.

The statistical data for Israel are supplied by and under the responsibility of the relevant
Israeli authorities. The use of such data by the OECD is without prejudice to the status of
the Golan Heights, East Jerusalem and Israeli settlements in the West Bank under the
terms of international law.

Data on employment, unemployment and the labour force are not necessarily the same as
the series used for analyses and forecasting by the OECD Economics Department that are
reported in the OECD Economic Outlook and included in the online annex tables of
Chapter 1 of this publication.

Most of the statistics shown in these tables can also be found in the OECD central data
repository OECD.Stat (http://stats.oecd.org) accessible from the web page dedicated to
employment statistics (www.oecd.org/employment/database).

The database contains both raw data and derived statistics. It contains longer time series
and more detailed datasets by age group, gender, educational attainment, employee job
tenure, part-time employment, involuntary part-time employment, temporary
employment, duration of unemployment, and other series than are shown in this annex,
such as, the distribution of employment by weekly usual hours worked intervals, potential
labour force including people marginally attached to the labour force, etc. The datasets
include information on definitions, notes and sources used by member countries. The
online database also contains additional series on working time, earnings and features of
institutional and regulatory environments affecting the functioning of labour markets.
Among these are the following:

e Annual hours worked for comparisons of trends over time.
e Average gross annual wages per dependent employee in full-time equivalent unit.

e Distribution of gross earnings of full-time workers by upper earnings decile
cut-offs and by sex to compute earnings dispersion measures.
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e Statutory minimum wages: levels and ratio of minimum-to-median wages.

e Public expenditure on labour market programmes, number of beneficiaries and
inflows into the labour market.

e Union members and employees.

e Synthetic indicators of employment protection.

Conventional signs

|
0

Data not available
Break in series

Data based on small sample sizes

Major breaks in series

Table A: Breaks in series have been adjusted in most countries to ensure that
harmonised unemployment rates are consistent over time.

Tables B to K and Table M: Most of the breaks in series in the data shown in the
tables occurred for any of the following reasons: changes in survey design, survey
questionnaire, survey frequency and administration, revisions of data series based
on updated population census results. These changes have affected the
comparability over time of employment and/or unemployment levels and to a
certain extent the ratios reported in the aforementioned tables:

e [Introduction of a continuous survey producing quarterly results: Austria
(2003/04), Brazil (2011/12), France (2002/03), Germany (2004/05),
Hungary (2005/06, monthly results), Iceland (2002/03), Italy (2003/04),
Luxembourg (2002/03, quarterly results as of 2007) and Turkey
(2013/14).

o Redesign of labour force survey: Introduction of a new survey in Chile
since April 2010 (see below), Germany (2010/11), Ireland (2016/2017),
Hungary (2002/03), Portugal (2010/11), Poland (2004/05) and Turkey
(2004/05 from quarterly to monthly results). Israel (2011/12), change
from quarterly to monthly survey results and a change from “civilian” to
“total” labour force (including those who are in compulsory or permanent
military service). New Zealand (2015/16), the survey includes
non-civilian personnel. New continuous quarterly survey in Mexico since
2005 (Encuesta Nacional de Ocupacion y Empleo, ENOE) with a different
questionnaire from that of the previous survey.

Data for Ireland reported in Tables B to D have been backcasted (from
Q1 1998 to Q2 2017) to minimise the impact of the break in series. This
18, however, not the case of Tables H to K and Table M.
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o Change in the operational definition of employment:

o Neat application of the criterion of “at least one hour worked in a
gainful job” in the Chilean Nueva Encuesta Nacional de Empleo
(NENE), a quarterly continuous survey, from April 2010 onward.

e Change in the operational definition of unemployment regarding:

o Active job-search methods: in particular a change from registration to
contact with the public employment service: France (2002/03) and
Spain (2000/01).

o Duration of active job search: In Australia (2014/15) the duration of
unemployment has been replaced by duration of job search. In
Belgium (2010/11), the duration of job search has been changed from
an unlimited duration to previous four weeks including the survey
reference week. In Chile (2009/10), the duration of active job search
has been shortened from last two months to previous four weeks
including the survey reference week.

o Auvailability to work criterion: In Sweden (2004/05), the work
availability criterion changed from the reference week to two weeks
from the reference week to be consistent with the operational
definition in other EU countries. In Chile, the work availability
criterion did not exist prior to 2010 in the Encuesta Nacional de
Empleo (ENE) and has been introduced in the Nueva Encuesta
Nacional de Empleo (NENE) since April 2010. It has been fixed to
two weeks from the end of the reference week.

o Persons on lay-off considered as employed instead of unemployed:
Norway (2005/06).

o Other minor changes: Australia (2000/01) and Poland (2003/04).

o Changes in the questionnaire with impact on employment and
unemployment estimates: Germany (2010/11): new questionnaire design
ensures better coverage of small jobs. This leads to higher than normal
annual employment increase. Impact on employment and unemployment
statistics in New Zealand (2015/16) with the inclusion of army personnel.
Spain (2004/05): impact on employment and unemployment and impact
on unemployment estimates in Norway (2005/06) and Sweden (2004/05).

o Change from seasonal to calendar quarters: Switzerland (2009/10) and
the United Kingdom (2005/06). However, there is no break in series
between 2005 and 2006 for the United Kingdom as
calendar-quarter-based historical series are available since 1992.

o [ntroduction of new EU harmonised questionnaire: Sweden (2004/05) and
Turkey (2003/04).

o Change in lower age limit from 16 to 15 years: Iceland (2008/09),
Norway (2005/06) and Sweden (2006/07).

o Change in lower age limit from 15 to 16 years: Italy (2007/08).
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o Change in data collector in Denmark since the first quarter of 2017: the
LFS response rate has increased and has resulted in a significant break in
series between 2016 and 2017.

e In Norway, since 2006, age is defined as years reached at the survey
reference week, instead of completed years at the end of the year, as in
previous years.

o [nclusion of population controls based on census results in the estimation
process: Mexico (2009/10) and Turkey (2006/07).

e In Japan, data for 2011 exclude three prefectures (Iwate, Miyagi and
Fukushima) due to the temporary suspension of the labour force survey
operation following the Great East Japan earthquake.

Colombia, Costa Rica and Lithuania are currently undergoing an accession process.
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Table A. Harmonised unemployment rates in OECD countries
As a percentage of civilian labour force

Percentage

1991 1995 2000 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
Australia 9.6 8.5 6.3 4.8 4.4 42 5.6 5.2 5.1 5.2 5.7 6.1 6.1 5.7 5.6
Austria .. 4.2 3.9 5.3 49 41 53 4.8 4.6 49 5.4 5.6 57 6.0 55
Belgium 6.4 9.7 6.9 8.3 7.5 7.0 7.9 8.3 7.2 7.6 8.5 8.5 8.5 7.9 71
Canada 10.3 9.5 6.8 6.3 6.1 6.1 8.4 8.1 7.5 7.3 7.1 6.9 6.9 7.0 6.3
Chile 8.2 7.3 9.7 7.8 71 7.8 9.7 8.2 71 6.4 5.9 6.4 6.2 6.5 6.7
Czech Republic . 4.0 8.8 71 5.3 4.4 6.7 7.3 6.7 7.0 7.0 6.1 5.1 4.0 2.9
Denmark 7.9 6.7 4.3 3.9 3.8 3.5 6.0 7.5 7.6 7.5 7.0 6.5 6.2 6.2 5.7
Estonia .. . 14.5 5.9 4.6 55 136 167 124 10.0 8.6 7.4 6.2 6.8 5.8
Finland 66 154 9.8 7.7 6.9 6.4 8.2 8.4 7.8 7.7 8.2 8.7 9.4 8.8 8.6
France 96 120 9.6 8.8 8.0 7.4 9.1 9.3 9.2 98 103 103 104 1041 9.4
Germany 55 8.3 80 103 8.5 7.4 7.6 7.0 5.8 5.4 5.2 5.0 4.6 41 3.8
Greece . . 11.2 9.0 8.4 7.8 96 128 179 245 275 266 250 236 215
Hungary .. . 6.3 7.5 7.4 78 100 112 111 11.0 101 7.7 6.8 5.1 4.2
Iceland .. . . 2.9 2.3 3.0 7.2 7.6 74 6.0 5.4 5.0 4.0 3.0 2.8
Ireland 148 123 4.5 4.8 5.0 6.8 127 146 154 155 13.8 119 9.9 8.4 6.7
Israel .. 6.9 8.8 8.4 7.3 6.1 7.5 6.6 5.6 | 6.9 6.2 59 5.2 4.8 4.2
I[taly 85 112 10.1 6.8 6.1 6.7 7.8 8.4 84 106 1241 127 119 117 112
Japan 2.1 3.2 4.7 41 3.8 4.0 5.1 5.1 4.6 4.4 4.0 3.6 3.4 3.1 2.8
Korea 2.5 2.1 4.4 35 383 3.2 3.6 3.7 3.4 3.2 3.1 35 3.6 3.7 3.7
Latvia .. . 14.3 7.0 6.1 77 176 195 162 150 119 109 9.9 9.6 8.7
Luxembourg 1.7 2.9 2.2 4.6 4.2 4.9 5.1 4.6 4.8 5.1 5.9 6.1 6.5 6.3 5.6
Mexico 2.7 6.3 2.5 3.6 3.7 4.0 5.5 5.4 5.2 5.0 4.9 4.8 4.4 3.9 3.4
Netherlands 5.7 8.4 3.7 5.0 4.2 3.7 4.4 5.0 5.0 5.8 7.2 74 6.9 6.0 49
New Zealand 10.6 6.5 6.2 3.9 3.6 4.0 5.8 6.2 6.0 6.4 5.8 54 5.4 5.1 47
Norway 5.5 4.9 3.2 3.4 2.6 2.7 3.3 3.7 3.4 383 3.8 3.6 4.5 4.8 4.2
Poland .. . 16.1 14.0 9.6 7.0 8.1 9.7 9.7 101 10.3 9.0 7.5 6.2 4.9
Portugal 4.2 7.2 5.1 8.9 9.1 88 107 120 129 158 165 14.1 127 112 9.0
Slovak Republic . . 189 135 11.2 96 121 145 137 140 142 132 115 9.7 8.1
Slovenia . . 6.7 6.0 4.9 4.4 5.9 7.3 8.2 89 101 9.7 9.0 8.0 6.6
Spain 155 208 11.9 8.5 82 113 179 199 214 248  26.1 245 221 19.7 172
Sweden 3.1 8.8 5.6 7.0 6.1 6.2 8.3 8.6 7.8 8.0 8.0 7.9 74 7.0 6.7
Switzerland .. . . . .. . . 4.8 4.4 4.5 47 4.8 4.8 4.9 4.8
Turkey .. . . 8.8 8.8 97 126 107 8.8 8.2 87| 100 103 10.9 109
United Kingdom 8.6 8.5 5.4 5.4 5.3 5.6 7.6 7.8 8.1 7.9 7.6 6.1 5.3 4.8 4.4
United States 6.8 5.6 4.0 4.6 4.6 5.8 9.3 9.6 9.0 8.1 7.4 6.2 5.3 49 4.4
OECD? . . 6.2e 6.1e¢e 56e 60e 81e 83e 80e 80e 79e 74e 68e 63e 58e

.. Not available; | Break in series; e Estimated value

Note: The OECD harmonised unemployment rates are compiled for 35 OECD member countries and conform to the International Labour Office (ILO)
guidelines. In so far as possible, the data have been adjusted to ensure comparability over time. All series are benchmarked to labour-force-survey-
based estimates. Data for the European Union member countries, Norway and Turkey are produced by the Statistical Office of the European
Communities (Eurostat) and data for the remaining OECD countries are produced by the OECD. Methodological notes: www.oecd.org/std/
labourstatistics/44743407.pdf.

1. Weighted average.

Source: OECD Employment Database, www.oecd.org/employment/emp/onlineoecdemploymentdatabase.htm.

http://dx.doi.org/10.1787/888933778896
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STATISTICAL ANNEX

Table B1. Employment/population ratios by selected age groups - Total
As a percentage of the population in each age group

Percentage
Total (15-64) Youth (15-24) Prime age (25-54) Older population (55-64)

2000 2007 2016 2017 | 2000 2007 2016 2017 | 2000 2007 2016 2017 | 2000 2007 2016 2017
Australia 691 728 724 730 | 617 641 583 584 | 762 799 797 802 | 461 565 625 63.6
Austria 683 699 715 722 | 528 538 510 506 | 825 829 836 841 | 283 360 492 513
Belgium 605 620 623 631 | 291 275 227 227 | 774 797 791 795 | 263 344 454 483
Canada 709 735 726 734 | 562 595 554 565 | 799 822 814 823 | 481 570 616 622
Chile! 545 576 622 627 | 290 290 292 283 | 656 701 748 749 | 477 548 638 653
Czech Republic 652 661 720 736 | 383 285 286 291 | 816 835 8.7 86.7| 363 460 585 621
Denmark 763 770 749 742 | 66.0 653 582 563 | 842 8.1 825 81.7| 557 589 678 689
Estonia 606 696 720 741 | 349 346 386 416 | 744 846 824 838 | 428 594 651 679
Finland 675 705 692 701 | 429 464 433 441 | 809 833 799 806 | 423 550 614 625
France 611 643 646 652 | 232 312 282 291 | 783 821 803 806 | 343 382 499 514
Germany 656 690 747 752 | 472 459 458 465 | 793 803 840 842 | 376 513 686 701
Greece 56.5 609 520 535 | 276 240 130 141 | 705 754 660 674 | 390 427 363 383
Hungary 56.0 570 665 682 | 325 211 281 290 | 73.0 747 822 837 | 219 322 498 517
Iceland? 846 8.7 863 858 | 682 743 771 753 | 906 894 896 896 | 842 849 844 834
Ireland 680 717 664 674 | 610 623 430 410 755 787 753 772 | 453 541 571 589
Israel3 621 645 686 69.0 | 481 464 443 448 | 713 740 792 797 | 465 571 665 66.8
Italy2 539 586 572 580 | 278 245 166 171 | 680 734 688 694 | 277 337 503 522
Japan 689 707 743 753 | 427 414 425 425 786 802 833 841 | 628 661 714 733
Korea 615 641 661 666 | 294 263 269 272 | 723 741 762 763 | 578 606 662 67.5
Latvia 573 681 687 701 | 292 381 330 330, 735 821 797 812 | 359 580 614 623
Luxembourg 627 642 656 663 | 318 225 257 258 | 782 819 825 837 | 272 320 404 399
Mexico 601 610 610 611 | 489 449 408 408 | 674 700 712 713 | 517 545 550 549
Netherlands 721 744 748 758 | 665 655 608 623 | 81.0 844 829 835 | 376 488 635 657
New Zealand 703 751 756 769 | 542 580 543 554 | 782 818 831 841 | 569 718 761 782
Norway? 779 769 744 741 | 581 551 492 488 | 853 858 827 824 | 671 690 726 719
Poland 550 570 645 661 | 245 2568 284 296 | 709 749 803 814 | 284 297 462 483
Portugal 683 676 652 678 | 418 344 239 259, 818 809 802 825 | 508 51.0 521 56.2
Slovak Republic 56.8 607 649 662 | 290 276 252 269 | 747 780 800 80.0| 213 357 490 53.0
Slovenia 628 678 658 693 | 328 376 286 347 | 86 8.3 835 8.1 | 227 335 385 427
Spain? 574 668 605 621 | 363 430 205 229 | 684 771 715 732 | 370 445 491 505
Sweden? 743 742 762 769 | 467 421 443 448 | 838 861 859 8.3 | 651 701 756 76.6
Switzerland 783 786 796 798| 650 626 625 63.1| 8.4 861 8.3 86.2| 633 672 715 722
Turkey 489 446 506 515 | 370 302 341 343 | 567 532 600 611 | 364 271 334 344
United Kingdom2 723 724 743 750 | 614 564 537 540| 803 814 830 88| 508 573 635 64.0
United States? 741 718 694 701 | 59.7 531 494 503 | 815 799 779 786 | 578 618 618 625
OECD4 654 665 670 678 | 454 435 4141 46| 759 770 771 778 | 478 534 592 604
Colombia . 602 672 669 . 380 438 433 . 720 783 780 . 519 628 628
Costa Rica 596 641 587 598 | 449 463 332 336 | 691 746 716 724 | 464 548 50.8 533
Lithuania 588 650 694 704 | 252 248 302 304 | 750 822 827 833 | 403 532 646 661
Brazil . 674 613 607 . 529 394 390 . 761 724 718 . 538 481 479
Chinad 79.3 . . .| 619 . . .| 88.0 . . .| 59.2
Indiad 58.2 . . .| 413 . . .| 674 .. . .| 541 . . .
Indonesia 650 620 654 661 | 415 395 389 397 | 756 714 753 759 | 678 669 684 685
Russian Federation 63.3 685 700 703 | 346 337 315 296 | 802 847 861 868 | 348 520 482 477
South Africa . 444 430 434 . 157 123 125 . 606 575 574 . 422 395 411

.. Not available

Note: Please refer to the Box entitled “Major breaks in series” in the introduction to the Statistical Annex.

1. New labour force survey since April 2010. To remove the break, data prior to 2010 are spliced using new-to-old chaining coefficients based on data of
fourth quarter of 2009.

2. The lower age limit is 16 instead of 15. For Iceland up to 2008, Italy after 2007, Norway up to 2005 and Sweden up to 2006.

3. Redesigned monthly labour force survey since January 2012. To remove the break, data prior to 2012 are spliced using new-to-old chaining coefficients
between monthly and quarterly surveys based on data of fourth quarter of 2011.

4. Weighted average.

5. Data up to 2010 for China and up to 2012 for India can be found in the database.

Source: OECD Employment Database, www.oecd.org/employment/emp/onlineoecdemploymentdatabase.htm and www.oecd.org/els/emp/
Ifsnotes_sources.pdf.

http://dx.doi.org/10.1787/888933778915
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STATISTICAL ANNEX

Table B2. Employment/population ratios by selected age groups - Men
As a percentage of the male population in each age group

Percentage
Men (15-64) Youth (15-24) Prime age (25-54) Older population (55-64)

2000 2007 2016 2017 | 2000 2007 2016 2017 | 2000 2007 2016 2017 | 2000 2007 2016 2017
Australia 769 795 775 779 | 626 650 579 581 | 856 881 865 866 | 576 657 685 696
Austria 773 763 754 762 | 576 570 529 521 | 914 890 8.6 872 | 405 460 576 601
Belgium 695 687 665 675| 328 299 240 244 | 873 87.0 838 844 | 364 429 507 538
Canada 762 770 754 763 | 567 592 541 554 | 858 862 850 8.0 574 635 664 66.6
Chile! 724 729 724 725\ 375 360 336 318 | 8.4 880 862 8.9 | 706 760 816 828
Czech Republic 736 748 793 809 | 428 328 338 338 | 893 917 927 937 | 517 596 682 717
Denmark 808 808 777 769 | 685 665 565 553 | 885 89.8 864 8.2 | 641 649 719 728
Estonia 641 732 756 774 | 408 391 411 450 | 758 894 876 884 | 51.0 581 635 663
Finland 705 724 708 716 | 457 479 433 443 | 841 859 83.0 833 | 437 551 598 617
France 681 692 680 689, 266 342 302 315 8.1 884 847 85| 385 405 516 528
Germany 729 747 785 789 | 497 482 470 474 | 872 864 881 834 | 464 594 737 750
Greece 715 742 610 627 | 327 291 147 159 | 885 901 760 775 | 552 591 462 49.6
Hungary 627 637 730 752 | 360 244 315 329 792 816 882 90.1| 328 401 597 626
Iceland? 882 895 890 881 | 661 736 766 745 | 951 942 928 921 | 942 896 894 884
Ireland 797 804 716 726 | 666 662 432 405 | 885 879 814 837 | 633 678 654 669
Israel3 689 701 720 725 | 512 493 449 453 | 796 80.6 834 838 | 569 651 734 744
Italy? 682 706 665 671 | 332 294 192 201 | 849 874 793 799 | 409 450 617 628
Japan 809 817 825 829 | 425 413 420 420 934 928 925 927 | 784 815 835 850
Korea 732 749 759 763 | 246 213 230 231 | 8.0 873 879 877 | 686 748 791 804
Latvia 611 727 700 719 | 343 438 340 350 744 860 814 835 | 481 643 613 624
Luxembourg 750 723 705 699 | 353 265 249 270 | 928 922 885 874 | 379 356 477 455
Mexico 828 808 786 79.0| 647 585 531 532 | 938 927 911 916 | 781 783 758 764
Netherlands 812 811 796 804 | 679 669 596 61.0| 914 914 881 884 | 497 600 728 7438
New Zealand 778 820 807 819 5.2 603 565 573 | 8.0 900 898 904 | 679 807 817 844
Norway? 817 797 758 757 | 610 540 481 482 | 888 892 845 843 | 731 739 757 750
Poland 612 636 710 728 | 273 292 328 339 | 776 811 8.1 873 | 367 414 557 583
Portugal 763 736 683 711 473 385 255 276 | 900 872 83.0 8.6 | 622 587 585 63.0
Slovak Republic 622 684 714 720 298 309 319 324 | 796 8.0 863 863 | 354 526 551 56.6
Slovenia 672 727 689 725 357 432 311 386 | 857 831 856 885 | 323 453 436 480
Spain?2 727 773 658 676 | 432 486 218 238 | 856 875 774 792 | 552 596 557 578
Sweden? 763 765 775 783 | 479 419 429 438 | 89 8.0 880 84| 677 731 776 785
Switzerland 873 8.6 837 843 665 654 618 639 9.2 936 912 911 | 770 764 772 786
Turkey 7.7 668 700 707 | 497 415 449 453 | 8.0 807 831 838 | 519 405 491 50.6
United Kingdom?2 ~ 79.0 787 791 796 | 636 579 532 541 | 875 883 891 895 600 660 693 69.6
United States? 806 778 748 754 | 619 544 501 508 | 890 875 850 8.4 | 657 674 675 684
OECD4 761 759 749 755 | 501 474 441 447 | 882 879 863 868 | 595 638 678 691
Colombia . 752 792 789 . 479 525 519 . 889 91.0 905 . 728 799 806
Costa Rica 801 814 728 742 | 586 583 419 424 | 925 941 830 89.0| 743 793 698 709
Lithuania 601 682 700 70.6| 283 294 325 323 | 738 842 826 831 | 499 607 668 672
Brazil . 7197 719 707 . 630 461 454 . 890 838 824 . 701 639 626
Chinad 84.6 . . .| 61.8 . . .| 942 . . .| 704
Indiad 81.1 . . .| 572 . . .| 938 . . .| 787 . . .
Indonesia 80.7 782 797 800 | 488 487 466 468 | 950 911 925 929 | 836 828 825 825
Russian Federation 676 720 752 756 | 382 366 352 331 | 827 8.0 898 905| 468 639 59.0 589
South Africa . 522 492 491 . 188 150 149 . 713 651 643 . 553 472 497

.. Not available

Note: Please refer to the Box entitled “Major breaks in series” in the introduction to the Statistical Annex.

1. New labour force survey since April 2010. To remove the break, data prior to 2010 are spliced using new-to-old chaining coefficients based on data of
fourth quarter of 2009.

2. The lower age limit is 16 instead of 15. For Iceland up to 2008, Italy after 2007, Norway up to 2005 and Sweden up to 2006.

3. Redesigned monthly labour force survey since January 2012. To remove the break, data prior to 2012 are spliced using new-to-old chaining coefficients
between monthly and quarterly surveys based on data of fourth quarter of 2011.

4. Weighted average.

5. Data up to 2010 for China and up to 2012 for India can be found in the database.

Source: OECD Employment Database, www.oecd.org/employment/emp/onlineoecdemploymentdatabase.htm and www.oecd.org/els/emp/
Ifsnotes_sources.pdf.

http://dx.doi.org/10.1787/888933778934
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STATISTICAL ANNEX

Table B3. Employment/population ratios by selected age groups - Women
As a percentage of the female population in each age group

Percentage
Women (15-64) Youth (15-24) Prime age (25-54) Older population (55-64)

2000 2007 2016 2017 | 2000 2007 2016 2017 | 2000 2007 2016 2017 | 2000 2007 2016 2017
Australia 613 661 674 681 | 608 632 588 587 | 670 719 731 740 | 342 473 56.7 57.9
Austria 594 635 677 682 | 481 506 490 49.0| 736 767 806 81.0| 168 265 411 428
Belgium 515 553 581 587 | 254 250 214 209 | 672 723 743 746 | 166 260 402 4238
Canada 656 699 697 706 | 557 598 568 576 | 739 782 778 786 | 391 507 569 579
Chile! 36.8 423 520 528 | 202 217 241 243 | 450 523 638 641 | 266 351 47.0 486
Czech Republic 569 573 644 662 | 336 239 232 243 | 737 749 784 793 | 224 335 493 530
Denmark 716 732 720 715 633 640 600 573 | 798 823 785 781 | 466 529 636 652
Estonia 573 661 685 708 | 285 298 360 381 732 799 770 791 | 365 605 664 69.2
Finland 645 685 676 685 | 399 447 433 438 | 776 807 767 779 | 409 548 630 634
France 543 596 614 617 | 198 281 263 268 | 696 761 759 758 | 303 360 483 501
Germany 581 632 708 715 | 446 435 445 455 | 712 740 798 800 | 290 434 636 654
Greece 417 477 433 444 224 188 113 124 | 527 609 559 572 | 243 270 272 280
Hungary 496 507 602 613 | 288 177 246 248 | 669 679 762 772| 131 258 415 424
Iceland? 81.0 817 834 833 705 750 777 761 | 8.0 841 864 89| 744 800 793 784
Ireland 56.1 628 613 623 | 552 583 428 416 | 624 693 693 709 | 270 401 490 51.0
Israel3 555 590 652 656 | 448 434 436 443 | 635 677 751 757 | 368 493 600 595
Italy2 396 466 481 489 | 221 195 137 139 | 509 596 585 59.0| 153 230 39.7 423
Japan 56.7 595 661 674 | 430 415 429 429 | 636 674 739 753 | 479 512 596 619
Korea 50.1 534 561 569 | 336 308 307 309, 5.1 605 638 645 | 480 469 536 54.8
Latvia 538 639 676 684 | 238 322 319 309| 726 784 781 79.0| 268 534 614 621
Luxembourg 50.0 561 604 625 | 283 184 265 245 | 63.0 717 764 798| 168 286 329 34.0
Mexico 396 436 451 449 | 340 322 284 283 | 443 506 536 535 | 277 331 371 364
Netherlands 627 675 701 713 | 651 640 621 636 | 703 773 778 786 | 255 375 542 56.6
New Zealand 631 686 707 720 | 521 556 520 533 | 699 742 769 782 | 461 632 709 725
Norway? 740 740 728 724 | 550 563 503 495 | 816 823 808 804 | 612 640 695 687
Poland 489 506 581 595 | 218 224 237 252 | 643 688 745 753 | 214 194 376 393
Portugal 605 618 624 648 | 361 302 222 241 | 739 748 776 797 | 409 443 463 502
Slovak Republic 515 530 583 603 | 282 241 182 211 | 698 710 735 734 98 212 435 496
Slovenia 584 626 626 658 | 297 314 261 304 | 793 824 812 835 | 138 222 334 375
Spain? 420 560 551 565 | 290 372 192 220 | 510 663 656 671 | 201 302 428 435
Sweden? 722 718 748 754 | 454 422 459 458 | 817 830 837 841 | 624 672 736 746
Switzerland 693 716 754 752 | 634 597 632 624 | 756 785 813 812 | 501 581 658 658
Turkey 262 228 312 322 | 248 193 232 230 | 276 256 367 383 | 215 146 181 187
United Kingdom2 657 66.3 695 704 | 591 549 541 538 | 732 746 769 782 | 418 488 580 587
United States? 678 659 640 649 | 574 518 488 499 | 742 725 711 721 | 506 566 56.5 571
OECD4 55.0 573 594 601 | 406 394 380 385 | 638 663 681 689 | 369 437 511 522
Colombia . 46.0 557 555 . 282 3.0 347 . 563 66.1 66.0 . 334 481 475
Costa Rica 388 463 443 450 | 302 333 227 241 | 457 552 553 556 | 203 312 333 374
Lithuania 575 620 688 702 | 221 200 278 284 | 761 802 829 836 | 330 475 628 652
Brazil . 559 513 514 . 427 325 324 . 643 618 619 . 395 347 353
Chinad 73.8 . . .| 621 .. . .| 816 .. . .| 474
Indiad 345 . . .| 244 . . .| 404 .. . .| 295 . . .
Indonesia 495 456 509 521 | 344 298 310 322 | 563 520 581 591 | 524 494 541 543
Russian Federation 59.3 653 652 655| 309 308 275 260 778 825 826 833 | 259 431 401 393
South Africa . 374 370 377 . 126 96 101 . 512 50.0 505 . 318 331 340

.. Not available

Note: Please refer to the Box entitled “Major breaks in series” in the introduction to the Statistical Annex.

1. New labour force survey since April 2010. To remove the break, data prior to 2010 are spliced using new-to-old chaining coefficients based on data of
fourth quarter of 2009.

2. The lower age limit is 16 instead of 15. For Iceland up to 2008, Italy after 2007, Norway up to 2005 and Sweden up to 2006.

3. Redesigned monthly labour force survey since January 2012. To remove the break, data prior to 2012 are spliced using new-to-old chaining coefficients
between monthly and quarterly surveys based on data of fourth quarter of 2011.

4. Weighted average.

5. Data up to 2010 for China and up to 2012 for India can be found in the database.

Source: OECD Employment Database, www.oecd.org/employment/emp/onlineoecdemploymentdatabase.htm and www.oecd.org/els/emp/
Ifsnotes_sources.pdf.

http://dx.doi.org/10.1787/888933778953

OECD EMPLOYMENT OUTLOOK 2018 - © OECD 2018
270


http://www.oecd.org/employment/emp/onlineoecdemploymentdatabase.htm
www.oecd.org/els/emp/lfsnotes_sources.pdf.
www.oecd.org/els/emp/lfsnotes_sources.pdf.
http://dx.doi.org/10.1787/888933778953

STATISTICAL ANNEX

Table C1. Labour force participation rates by selected age groups - Total
As a percentage of the population in each age group

Percentage
Total (15-64) Youth (15-24) Prime age (25-54) Older population (55-64)

2000 2007 2016 2017 | 2000 2007 2016 2017 | 2000 2007 2016 2017 | 2000 2007 2016 2017
Australia 738 762 769 774 | 702 708 668 669 | 80.3 827 834 839 | 482 581 652 66.3
Austria 708 735 762 764 | 557 594 575 561 | 852 865 834 887 | 298 372 517 536
Belgium 651 671 676 680 | 353 339 285 281 | 84 853 851 848 | 271 359 481 513
Canada 762 783 781 785 | 644 670 637 639 | 848 866 865 87.0| 509 600 658 66.0
Chile! 61.0 630 668 674 | 386 370 346 341 715 751 796 799 | 513 576 664 68.0
Czech Republic 716 698 750 759 | 461 319 320 31.7| 884 878 839 891 | 382 482 608 636
Denmark 8.0 801 800 788 | 707 706 662 633 | 8.9 889 874 8.2 | 582 610 706 71.6
Estonia 711 730 774 788 | 448 384 443 471 | 8.6 883 876 835 | 483 616 708 720
Finland 749 757 760 769 | 538 550 535 545 | 879 880 863 868 | 466 588 664 67.8
France 680 697 7.7 718 293 384 3r2 372| 8.2 879 878 877 | 373 400 537 549
Germany 711 756 780 782 | 515 520 493 499 | 8.3 872 874 873 | 429 572 713 726
Greece 638 665 682 683 | 390 310 246 250 781 818 855 850 | 405 442 449 467
Hungary 599 616 701 712 | 372 257 323 324 | 773 801 8.1 8.9 | 226 337 521 53.6
Iceland? 8.6 878 890 883 | 716 801 825 817 | 922 906 919 913 | 8.7 857 863 850
Ireland 715 757 731 725 663 695 527 489 | 788 821 819 819 | 466 554 612 623
Israel3 699 712 721 721 | 582 555 485 483 | 787 803 827 828 | 509 612 692 691
Italy2 603 624 649 654 | 395 308 266 262 | 743 775 775 779 | 290 345 534 554
Japan 725 736 769 775 | 470 449 448 445 819 833 860 866 | 665 684 736 753
Korea 645 664 687 692 | 330 288 302 303 | 752 765 788 791 | 596 619 681 691
Latvia 670 726 763 770 | 374 426 394 397 | 85 871 878 836 | 398 607 676 67.9
Luxembourg 642 669 700 702 | 340 265 285 305 | 798 847 872 80| 276 327 404 410
Mexico 617 634 636 634 | 515 484 442 438 | 686 720 737 735 | 524 556 561  56.0
Netherlands 743 771 797 797 | 708 704 682 683 | 8.1 868 869 8.7 | 385 508 684 695
New Zealand 750 781 799 809 627 645 626 634 | 80 840 865 872 | 597 729 786 805
Norway? 807 789 782 774 | 647 594 553 544 | 8/6 875 864 8.7 | 680 697 741 733
Poland 658 632 688 69.6| 378 330 345 348 | 824 817 849 849| 313 31.8 483 501
Portugal 712 739 737 747 | 457 413 332 340 848 877 891 896 | 525 546 585 615
Slovak Republic 699 682 718 721 | 460 345 324 332 | 84 868 875 86.6| 243 388 539 564
Slovenia 675 713 716 742 | 392 418 337 391 | 8.4 893 905 919 | 240 346 412 456
Spain? 66.7 728 754 751 | 485 525 369 373 | 780 831 874 87.0| 409 474 592 59.6
Sweden? 790 791 820 825 | 529 521 547 544 | 832 900 909 912 | 693 730 798 80.6
Switzerland 805 816 839 840 | 683 674 684 687 | 8.4 889 906 904 | 651 693 743 751
Turkey 524 498 570 580 | 425 377 424 433 | 596 582 665 676 | 372 283 356 36.8
United Kingdom2 764 765 781 785 | 696 657 619 612| 839 845 861 867 | 53.0 592 659 664
United States? 772 753 730 733 | 658 594 552 555 | 84.0 830 813 81.7| 592 638 641 645
OECD4 699 706 717 721 | 517 494 472 473 | 802 810 819 821 | 503 557 621 63.0
Colombia . 680 743 741 . 488 537 532 . 791 848 8438 . 552 665 66.4
Costa Rica 628 672 650 659 | 504 519 432 434 | 714 768 772 779 | 477 560 533 554
Lithuania 705 679 755 759 | 362 271 353 350 8.8 86 893 893 | 454 553 700 713
Brazil . 735 694 698 . 636 541 550 . 811 794 797 . 554 506 509
Chinad 82.3 . . .| 67.9 . . .| 905 . . .| 594
Indiad 60.9 . . .| 459 . . .| 694 . . .| 55.0 . . ;
Indonesia 694 687 694 700 | 518 528 479 483 | 778 758 778 785 | 681 684 696 70.0
Russian Federation 709 729 741 742 | 436 394 376 353 | 833 892 905 909 | 375 537 500 496
South Africa . 572 587 598 . 293 264 269 . 145 758 76.7 . 448 434 454

.. Not available

Note: Please refer to the Box entitled “Major breaks in series” in the introduction to the Statistical Annex.

1. New labour force survey since April 2010. To remove the break, data prior to 2010 are spliced using new-to-old chaining coefficients based on data of
fourth quarter of 2009.

2. The lower age limit is 16 instead of 15. For Iceland up to 2008, Italy after 2007, Norway up to 2005 and Sweden up to 2006.

3. Redesigned monthly labour force survey since January 2012. To remove the break, data prior to 2012 are spliced using new-to-old chaining coefficients
between monthly and quarterly surveys based on data of fourth quarter of 2011.

4. Weighted average.

5. Data up to 2010 for China and up to 2012 for India can be found in the database.

Source: OECD Employment Database, www.oecd.org/employment/emp/onlineoecdemploymentdatabase.htm and www.oecd.org/els/emp/
Ifsnotes_sources.pdf.

http://dx.doi.org/10.1787/888933778972
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STATISTICAL ANNEX

Table C2. Labour force participation rates by selected age groups - Men
As a percentage of the male population in each age group

Percentage
Men (15-64) Youth (15-24) Prime age (25-54) Older population (55-64)

2000 2007 2016 2017 | 2000 2007 2016 2017 | 2000 2007 2016 2017 | 2000 2007 2016 2017
Australia 823 830 823 86| 719 718 672 674 | 902 90.8 902 903 | 609 677 719 7238
Austria 799 800 8.7 810 | 606 629 602 584 | 940 925 918 923 | 428 476 612 63.0
Belgium 737 736 723 728 | 387 361 307 306 | 91.8 925 904 900 | 375 444 536 569
Canada 819 824 818 819 658 674 635 638 | 91.0 911 909 911 | 607 670 714 710
Chile! 801 785 774 776 | 476 440 392 377 | 935 930 914 913 | 768 798 848 86.2
Czech Republic 794 781 822 89| 513 367 375 365 | 949 950 954 957 | 545 624 709 732
Denmark 842 837 826 815| 734 720 650 625 | 917 923 908 896 | 667 669 749 756
Estonia 763 775 817 826 | 521 443 481 516 | 892 932 933 932 | 600 624 702 717
Finland 776 774 779 787 | 564 563 538 548 | 907 903 897 898 | 481 592 651 675
France 744 747 756 759 | 326 419 400 406 | 942 941 927 929 | 417 425 560 56.8
Germany 789 818 822 824 | 547 549 510 513 | 934 938 920 919 | 524 658 769 779
Greece 774 784 762 764 | 417 344 264 262 | 944 946 932 930 | 573 609 573 59.8
Hungary 675 686 769 782| 418 295 361 365 | 844 872 924 933 | 341 421 624 645
Iceland? 898 916 918 908 | 701 80.0 820 85| 961 953 949 938 | 947 904 919 902
Ireland 836 847 795 787 | 723 745 545 496 | 922 915 891 894 | 649 694 708 707
Israel3 775 770 756 756 | 619 583 490 485 | 875 87.0 869 8.0 635 703 768 774
Italy? 743 743 748 750 | 446 360 302 300 | 906 91.0 882 835 | 427 462 659 67.0
Japan 852 852 854 855 | 474 451 446 441 971 963 955 955 | 841 849 864 875
Korea 772 779 789 793 | 285 240 268 261 | 922 905 912 910 | 713 768 817 827
Latvia 723 779 788 798| 434 492 433 428 | 878 916 902 918 | 539 676 694 691
Luxembourg 764 750 751 740 374 306 288 326 | 942 949 931 918 | 386 364 477 467
Mexico 847 838 818 818 | 677 626 572 567 | 952 952 942 942 | 793 802 778 782
Netherlands 832 838 844 842 716 714 672 670 932 935 917 913 | 509 626 782 79.0
New Zealand 831 849 850 87| 658 671 649 654 | 911 921 929 931 | 719 819 843 86.8
Norway? 848 818 803 794 | 675 586 551 545 | 914 909 889 879 | 744 747 778 770
Poland 717 700 757 766 | 409 365 398 397 | 83 879 908 911 | 404 448 586 60.8
Portugal 789 792 772 779 | 505 447 350 356 | 925 929 919 923 | 645 632 670 692
Slovak Republic 768 758 783 782 | 494 387 398 396 | 939 930 935 931 | 41.0 569 601 600
Slovenia 719 758 745 771 417 476 368 429 | 906 913 920 934 | 346 467 471 518
Spain?2 804 826 805 802 | 536 573 389 393 | 930 925 925 920 | 605 628 670 679
Sweden? 815 814 839 843 | 544 515 540 538 | 907 929 933 936 | 726 764 826 833
Switzerland 894 882 882 885 | 705 702 678 695 | 967 958 955 952 | 793 784 80.7 821
Turkey 769 744 776 782 | 576 516 543 552 | 895 881 908 912 | 534 429 530 548
United Kingdom?2 841 833 833 834 | 733 687 626 624 | 919 917 923 924 | 634 688 725 726
United States? 839 817 788 79.0| 686 615 565 567 | 916 909 885 86| 673 696 702 706
OECD4 809 804 800 802, 569 541 509 510 926 922 914 914 | 628 666 714 723
Colombia . 826 84 852 . 582 613 605 . 952 963 96.1 . 777 851 853
Costa Rica 838 842 792 804 | 647 636 517 523 | 952 957 934 941 | 763 809 738 744
Lithuania 743 73 771 774 416 316 387 378 | 897 8.7 902 904 | 579 633 736 733
Brazil . 849 802 799 . 723 605 61.0 . 928 90.7 90.2 . 123 675 670
Chinad 87.8 . . .| 68.0 . . .| 96.8 . . .| 70.8
Indiad 84.9 . . .| 63.6 . . .| 96.7 . . .| 80.0 . . .
Indonesia 8568 856 847 848 | 608 636 572 569 | 976 959 959 96.1 | 839 848 841 844
Russian Federation 759 769 798 799 | 475 427 418 391 | 914 920 944 948 | 506 663 617 616
South Africa . 643 654 66.1 . 320 293 294 . 840 836 84.1 . 591 532 555

.. Not available

Note: Please refer to the Box entitled “Major breaks in series” in the introduction to the Statistical Annex.

1. New labour force survey since April 2010. To remove the break, data prior to 2010 are spliced using new-to-old chaining coefficients based on data of
fourth quarter of 2009.

2. The lower age limit is 16 instead of 15. For Iceland up to 2008, Italy after 2007, Norway up to 2005 and Sweden up to 2006.

3. Redesigned monthly labour force survey since January 2012. To remove the break, data prior to 2012 are spliced using new-to-old chaining coefficients
between monthly and quarterly surveys based on data of fourth quarter of 2011.

4. Weighted average.

5. Data up to 2010 for China and up to 2012 for India can be found in the database.

Source: OECD Employment Database, www.oecd.org/employment/emp/onlineoecdemploymentdatabase.htm and www.oecd.org/els/emp/
Ifsnotes_sources.pdf.

http://dx.doi.org/10.1787/888933778991
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STATISTICAL ANNEX

Table C3. Labour force participation rates by selected age groups - Women
As a percentage of the female population in each age group

Percentage
Women (15-64) Youth (15-24) Prime age (25-54) Older population (55-64)

2000 2007 2016 2017 | 2000 2007 2016 2017 | 2000 2007 2016 2017 | 2000 2007 2016 2017
Australia 653 694 716 723 | 685 697 664 663 | 705 748 769 777 | 353 486 588 601
Austria 618 671 717 718 | 508 560 546 53.7| 763 805 849 8.0| 176 275 427 445
Belgium 564 604 629 632 | 318 316 262 254 | 727 780 798 796 | 171 275 428 458
Canada 704 742 744 750 | 629 665 640 640 | 785 821 822 89| 414 533 603 61.1
Chile! 421 476 561 571 | 294 297 292 298| 497 573 682 688 | 278 368 49.0 506
Czech Republic 637 615 676 687 | 406 269 262 266 | 818 803 821 821 | 237 352 512 545
Denmark 756 764 772 761 | 678 691 673 641 | 84.0 853 838 827 | 490 551 664 67.6
Estonia 66.3 688 731 750 | 371 321 402 423 | 841 834 816 836 | 394 610 713 723
Finland 721 739 741 749 | 511 537 532 542 | 8.0 86 828 836 | 452 583 676 682
France 617 649 679 679 | 260 349 343 337 | 784 820 831 828 | 330 376 515 531
Germany 633 694 736 740 | 482 490 474 483 | 769 806 827 825 | 335 489 659 675
Greece 505 548 604 603 | 362 275 229 239 620 692 777 770| 254 282 336 349
Hungary 526 549 635 642 | 325 218 282 282 | 705 732 798 804 | 133 269 435 443
Iceland? 833 836 862 8.7 732 801 830 819 8.2 8.4 888 87| 768 807 805 797
Ireland 593 664 668 664 | 601 644 509 482 | 654 725 749 747 | 280 412 518 540
Israel3 625 655 686 687 | 543 525 480 480 703 739 785 788 | 391 524 618 614
Italy2 463 506 552 559 | 343 254 228 221 | 579 641 668 673 | 161 234 417 445
Japan 596 619 681 694 | 466 447 449 449 | 665 701 763 775 | 497 525 610 633
Korea 521 549 583 590 | 370 332 343 343 | 578 620 659 666 | 488 475 548 559
Latvia 621 678 740 743 | 312 358 354 365 833 828 855 84| 292 557 661 66.9
Luxembourg 517 589 647 662 | 306 223 282 283 | 649 747 811 840 | 168 291 329 349
Mexico 410 454 470 467 | 363 351 312 308 | 454 523 555 553 | 280 334 375 368
Netherlands 652 704 750 752 | 70.0 694 692 697 | 727 799 822 80| 259 389 585 602
New Zealand 672 715 749 762 | 595 619 600 613 | 734 765 805 816 | 478 641 732 745
Norway? 765 759 759 753 | 618 603 555 544 | 835 840 839 833 | 616 646 704 695
Poland 599 565 620 626 | 348 293 289 297 | 765 756 790 787 | 237 206 39.0 405
Portugal 638 687 705 716 | 409 378 313 323 | 773 827 866 87.0| 420 470 51.0 546
Slovak Republic 632 607 653 659 | 426 301 247 265 89 805 814 798| 107 233 482 53.0
Slovenia 629 666 686 712 | 364 354 306 349 | 842 873 889 903 | 141 231 352 395
Spain? 529 628 702 699 | 433 475 349 352 | 628 733 823 80| 226 327 517 51.8
Sweden? 764 768 802 806 | 512 526 554 551 | 856 871 884 837 | 659 696 769 779
Switzerland 716 750 795 793 | 660 645 690 678 | 780 819 85 85| 513 603 679 68.0
Turkey 280 257 362 376 | 281 244 304 311 | 289 280 420 438 | 216 148 186 193
United Kingdom2  69.0 69.8 730 736 | 658 627 611 599 | 761 775 80.0 81.0| 431 499 597 604
United States? 707 691 673 679 | 630 572 538 543 | 767 754 743 750 | 519 583 584 589
OECD4 592 610 636 640 | 464 448 434 435 680 701 726 730 | 386 454 533 543
Colombia . 542 636 636 . 395 46.0 4538 . 642 739 740 . 352 504 502
Costa Rica 416 497 504 511 | 352 392 329 337 | 477 578 611 615| 21.0 319 345 382
Lithuania 671 649 739 746 | 305 223 319 322 | 8.9 836 885 831 | 359 492 672 69.6
Brazil . 628 593 603 . 547 474 4838 . 702 689 700 . 406 363 371
Chinad 76.7 . .. .| 67.8 .. . .| 84.0 .. . .| 472
Indiad 36.0 . . .| 26.9 . . .| 415 . . .| 30.0 . . .
Indonesia 532 517 539 551 | 431 417 382 391 | 581 562 598 61.0| 526 505 548 553
Russian Federation 66.2 692 689 690 | 39.7 360 332 313| 8.3 866 867 872 | 278 442 413 406
South Africa . 508 522 536 . 266 236 243 . 662 630 69.3 . 333 353 3741

.. Not available

Note: Please refer to the Box entitled “Major breaks in series” in the introduction to the Statistical Annex.

1. New labour force survey since April 2010. To remove the break, data prior to 2010 are spliced using new-to-old chaining coefficients based on data of
fourth quarter of 2009.

2. The lower age limit is 16 instead of 15. For Iceland up to 2008, Italy after 2007, Norway up to 2005 and Sweden up to 2006.

3. Redesigned monthly labour force survey since January 2012. To remove the break, data prior to 2012 are spliced using new-to-old chaining coefficients
between monthly and quarterly surveys based on data of fourth quarter of 2011.

4. Weighted average.

5. Data up to 2010 for China and up to 2012 for India can be found in the database.

Source: OECD Employment Database, www.oecd.org/employment/emp/onlineoecdemploymentdatabase.htm and www.oecd.org/els/emp/
Ifsnotes_sources.pdf.

http://dx.doi.org/10.1787/888933779010
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STATISTICAL ANNEX

Table D1. Unemployment rates by selected age groups - Total
As a percentage of the total labour force in each age group

Percentage
Total (15-64) Youth (15-24) Prime age (25-54) Older population (55-64)

2000 2007 2016 2017 | 2000 2007 2016 2017 | 2000 2007 2016 2017 | 2000 2007 2016 2017
Australia 6.4 4.4 5.9 58 | 121 94 126 126 5.0 34 4.5 4.4 45 2.7 4.3 41
Austria 35 4.9 6.1 5.6 5.1 94 112 9.8 341 4.2 5.4 51 5.2 34 5.0 4.2
Belgium 7.0 7.5 7.9 71 175 188 201 193 6.1 6.6 7.1 6.2 3.0 4.2 5.7 5.9
Canada 6.9 6.1 71 64| 127 112 131 116 5.7 5.1 6.0 5.4 5.5 5.1 6.4 5.8
Chile! 10.7 8.7 6.8 70| 250 216 156 16.8 8.2 6.6 6.0 6.3 7.0 4.7 3.9 4.0
Czech Republic 8.8 5.4 4.0 29| 170 107 105 7.9 7.7 49 3.5 2.7 5.2 4.6 3.8 2.4
Denmark 4.6 3.8 6.3 5.9 6.7 75 120 11.0 4.2 341 55 5.2 4.4 34 4.0 3.7
Estonia 14.8 4.7 6.9 59| 222 99 128 116 | 140 4.2 5.9 53] 115 3.6 8.1 5.7
Finland 9.8 6.9 8.9 88| 203 157 191 1941 8.0 5.3 7.4 71 9.4 6.5 7.5 7.8
France 10.1 7.7 9.8 92| 207 188 241 216 9.2 6.6 8.6 8.2 7.9 4.4 71 6.3
Germany 7.8 8.7 42 3.8 84 117 7.0 6.8 7.0 8.0 3.9 35| 123 103 3.9 34
Greece 11.6 85 237 217 | 292 227 473 436 9.7 78 228 207 3.9 34 192 1841
Hungary 6.4 7.5 5.1 42 | 127 180 129 107 5.7 6.9 4.5 3.7 3.0 4.4 4.4 3.6
Iceland? 2.3 2.3 341 2.9 4.7 7.2 6.5 7.9 1.7 1.3 2.5 1.9 1.7 0.9 2.2 1.8
Ireland 5.0 5.2 9.3 7.0 80 103 184 16.1 4.2 4.2 8.1 5.8 2.8 2.4 6.7 5.5
Israel3 11.2 9.4 4.9 43| 173 163 8.6 7.3 94 7.8 4.2 3.8 8.7 6.8 3.8 34
Italy2 10.6 62 119 114 | 297 204 378 347 8.5 53 111 109 45 2.4 5.7 5.8
Japan 5.0 41 3.3 3.0 9.2 7.7 51 4.6 44 3.7 341 2.8 5.6 3.4 2.9 2.6
Korea 4.6 34 3.8 38| 108 87 107 103 4.0 3.1 3.4 35 2.9 2.2 2.8 2.4
Latvia 14.5 6.2 9.9 89| 221 106 164 17.0| 14.0 5.7 9.3 8.3 9.6 4.5 9.2 8.3
Luxembourg 2.4 41 6.3 55 64 152 100 154 2.0 34 5.3 4.9 1.4 2.1 0.0 2.7
Mexico 2.6 3.8 4.0 3.6 5.1 7.2 7.7 6.9 1.8 2.9 34 3.0 1.4 1.9 2.1 1.9
Netherlands 341 3.6 6.1 4.9 6.1 7.0 108 8.9 2.5 2.8 4.6 3.7 2.1 4.0 7.2 5.5
New Zealand 6.2 3.8 5.3 49| 135 101 132 127 4.7 2.6 3.9 35 4.7 1.4 341 2.8
Norway? 3.5 2.6 49 43| 102 73 11.0 103 2.6 1.9 4.4 3.8 1.3 1.0 2.0 1.9
Poland 16.4 9.7 6.2 50| 3562 217 177 148| 139 8.4 5.4 4.2 9.4 6.8 4.4 3.7
Portugal 4.2 85 115 9.2 86 167 280 2338 35 7.7 100 7.9 3.2 65 11.0 8.6
Slovak Republic 188 11.0 9.7 82| 370 201 222 189 | 155 1041 8.6 76| 123 8.1 9.0 6.0
Slovenia 6.9 5.0 8.1 6.7 163 101 152 112 5.6 4.5 7.7 6.3 5.3 3.3 6.5 6.4
Spain? 13.9 83 197 173 | 253 181 444 386 | 123 72 182 159 94 6.0 170 153
Sweden? 5.9 6.2 7.1 68| 117 192 189 178 4.9 4.4 55 5.3 6.1 3.9 5.3 5.1
Switzerland 2.7 3.7 5.1 5.0 4.8 74 8.6 8.1 2.3 341 47 4.7 2.7 341 3.8 3.8
Turkey 67 105 111 112 | 131 200 196 20.8 49 8.5 9.7 9.5 21 4.3 6.2 6.5
United Kingdom? 54 5.3 5.0 45| 117 142 132 118 43 3.8 3.7 3.3 42 3.3 3.6 35
United States? 4.0 4.7 49 4.4 93 105 104 9.2 34 3.7 4.2 3.8 2.5 3.1 3.6 341
OECD4 6.4 5.8 6.5 59| 122 121 129 119 54 49 5.8 5.3 5.0 4.0 4.6 42
Colombia . 115 9.5 9.7 . 222 184 186 . 9.0 7.7 8.0 . 5.9 55 5.4
Costa Rica 5.2 4.6 9.7 92| 110 108 231 226 3.2 2.8 7.2 71 2.8 2.0 4.7 3.7
Lithuania 16.7 4.3 8.1 73| 302 84 145 133 | 156 4.0 7.4 6.6 | 11.2 3.7 7.7 7.3
Brazil . 83 117 130 . 168 271 290 . 6.1 8.8 9.9 . 2.9 5.0 5.9
Chinad 3.7 . . . 8.8 . . . 2.8 . . . 0.4
Indiad 4.4 . . .| 101 . . .. 2.9 .. . . 1.6 . . .
Indonesia 6.3 9.8 5.7 56 | 199 253 187 17.8 2.9 5.9 3.2 3.3 0.4 2.2 1.7 2.1
Russian Federation  10.7 6.1 5.6 52| 207 144 163 1641 9.2 5.1 4.8 45 7.3 31 3.7 3.9
South Africa . 223 267 274 . 465 533 534 . 186 241 251 .. 5.6 9.0 9.5

.. Not available

Note: Please refer to the Box entitled “Major breaks in series” in the introduction to the Statistical Annex.

1. New labour force survey since April 2010. To remove the break, data prior to 2010 are spliced using new-to-old chaining coefficients based on data of
fourth quarter of 2009.

2. The lower age limit is 16 instead of 15. For Iceland up to 2008, Italy after 2007, Norway up to 2005 and Sweden up to 2006.

3. Redesigned monthly labour force survey since January 2012. To remove the break, data prior to 2012 are spliced using new-to-old chaining coefficients
between monthly and quarterly surveys based on data of fourth quarter of 2011.

4. Weighted average.

5. Data up to 2010 for China and up to 2012 for India can be found in the database.

Source: OECD Employment Database, www.oecd.org/employment/emp/onlineoecdemploymentdatabase.htm and www.oecd.org/els/emp/
Ifsnotes_sources.pdf.

http://dx.doi.org/10.1787/888933779029
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STATISTICAL ANNEX

Table D2. Unemployment rates by selected age groups - Men
As a percentage of the male labour force in each age group

Percentage
Men (15-64) Youth (15-24) Prime age (25-54) Older population (55-64)

2000 2007 2016 2017 | 2000 2007 2016 2017 | 2000 2007 2016 2017 | 2000 2007 2016 2017
Australia 6.6 41 5.8 57| 129 95 138 137 5.1 3.0 4.1 41 5.3 2.8 4.8 4.4
Austria 3.3 4.6 6.6 6.0 5.0 93 121 1038 2.8 3.8 5.7 5.5 5.4 34 5.9 4.6
Belgium 5.8 6.7 8.1 72| 1563 171 217 202 49 5.9 7.3 6.3 3.0 3.6 5.4 5.3
Canada 7.0 6.5 7.8 69| 138 123 148 133 5.7 5.3 6.5 5.6 5.5 5.2 7.0 6.3
Chile! 9.7 7.2 6.4 66 | 21.2 182 144 157 7.6 5.4 5.7 5.9 8.0 4.8 3.8 4.0
Czech Republic 7.4 43 34 24| 16.7 10.6 9.9 7.4 6.0 3.5 2.8 2.0 5.0 45 3.8 2.0
Denmark 4.1 35 6.0 5.7 6.8 76 131 114 35 2.7 4.8 49 3.9 3.0 4.0 3.8
Estonia 16.0 5.5 7.5 63| 217 118 146 129 | 150 4.2 6.2 52| 15.0 6.9 9.5 7.5
Finland 9.1 6.5 9.2 9.0 | 189 148 196 19.0 7.2 4.8 7.5 7.3 9.3 6.9 8.2 8.7
France 8.5 73 1041 92| 184 183 246 225 7.5 6.1 8.6 7.9 7.6 4.7 7.9 71
Germany 7.6 8.6 45 4.2 92 122 7.8 7.6 6.6 7.8 4.2 39| 115 9.7 44 3.7
Greece 7.6 53 199 179 | 216 155 443 393 6.2 47 184 167 3.7 29 193 172
Hungary 7.1 7.2 5.2 38| 138 174 129 9.7 6.2 6.5 4.5 34 3.7 4.8 43 3.0
Iceland? 1.8 2.3 341 3.0 5.7 8.0 6.6 8.6 1.1 1.2 2.2 1.8 0.5 0.9 2.8 2.0
Ireland 4.7 51 100 7.7 78 111 207 185 4.0 3.9 8.6 6.4 25 2.3 7.7 5.5
Israel3 111 9.0 4.8 42| 17.3 153 8.2 6.7 9.1 74 4.0 371 104 74 45 3.8
Italy? 8.2 50 111 106 | 254 184 365 330 6.3 40 1041 9.7 4.4 2.6 6.4 6.3
Japan 51 41 34 30| 104 8.3 5.7 47 3.9 3.6 3.2 2.9 6.8 41 34 2.8
Korea 5.1 3.8 3.9 39 135 111 110 112 45 3.6 3.5 3.6 3.9 2.7 3.2 2.8
Latvia 15.5 6.7 112 99| 209 110 214 183 | 153 6.1 9.8 9.0 | 107 49 118 9.7
Luxembourg 1.8 3.6 6.0 5.6 57 135 136 172 1.4 2.8 5.0 4.8 2.0 2.3 0.0 2.7
Mexico 2.3 35 4.0 35 44 6.6 7.2 6.3 1.5 2.7 3.3 2.8 1.5 24 25 2.3
Netherlands 2.5 3.2 5.6 45 583 6.3 114 9.0 1.9 2.3 4.0 3.2 25 4.2 7.0 5.3
New Zealand 6.4 3.5 5.0 45| 145 100 131 124 4.6 2.2 3.4 2.9 55 1.5 3.2 2.9
Norway? 3.6 2.6 5.6 4.8 9.5 79 126 116 2.9 1.9 5.0 4.0 1.8 1.1 2.7 2.6
Poland 14.6 9.1 6.2 50| 333 200 174 146 | 121 7.8 5.1 41 9.1 74 5.1 41
Portugal 3.3 7.0 115 8.8 6.3 138 272 224 2.7 6.1 9.7 7.3 3.6 71 126 9.0
Slovak Republic 19.0 9.8 8.8 80| 397 203 198 181 | 152 8.6 7.7 73| 135 7.7 8.4 5.6
Slovenia 6.6 41 7.6 59| 146 94 156 9.9 5.4 34 6.9 5.2 6.6 3.0 75 7.3
Spain?2 9.6 65 182 158 | 194 152 440 395 8.0 55 163 139 8.6 50 169 1438
Sweden? 6.3 6.0 7.5 71| 121 186 205 187 5.3 4.1 5.6 5.5 6.8 4.3 6.1 5.7
Switzerland 2.3 3.0 5.0 4.8 5.6 6.8 8.8 8.1 1.6 2.3 4.5 43 3.0 2.6 43 42
Turkey 6.8 102 9.8 96 | 137 196 174 1738 5.0 8.5 8.5 8.1 2.9 5.4 7.3 7.7
United Kingdom? 6.0 5.6 5.1 46 | 132 158 150 133 4.7 3.7 3.4 341 5.2 41 4.3 41
United States? 3.9 4.8 5.0 45 97 116 115 103 2.9 3.7 4.0 3.6 2.4 3.2 3.8 341
OECD4 5.9 5.6 6.4 58| 120 123 133 122 48 4.6 5.5 5.0 5.3 4.2 5.0 45
Colombia . 8.9 7.3 74 . 178 143 143 . 6.6 54 5.8 . 6.3 6.2 5.5
Costa Rica 4.4 33 8.1 7.7 9.3 83 189 19.0 2.8 1.7 5.8 55 2.6 2.0 5.4 4.7
Lithuania 19.1 43 9.3 8.8 | 321 70 159 146 | 177 3.9 8.4 81| 137 4.1 9.2 8.4
Brazil . 61 103 115 . 129 238 256 . 4.2 7.6 8.6 . 3.0 5.4 6.5
Chinad 3.6 . . . 9.2 . . . 2.7 . . . 0.6
Indiad 45 . . .| 101 . . . 29 . . . 1.6 . . .
Indonesia 5.9 8.6 5.9 57| 197 233 186 177 2.7 5.0 3.5 3.3 0.4 2.3 1.9 2.2
Russian Federation 10.9 6.4 5.8 54| 195 145 157 156 9.6 54 4.9 45 7.5 35 4.4 4.4
South Africa . 188 247 257 . 411 486 492 . 151 221 235 .. 64 113 104

.. Not available

Note: Please refer to the Box entitled “Major breaks in series” in the introduction to the Statistical Annex.

1. New labour force survey since April 2010. To remove the break, data prior to 2010 are spliced using new-to-old chaining coefficients based on data of
fourth quarter of 2009.

2. The lower age limit is 16 instead of 15. For Iceland up to 2008, Italy after 2007, Norway up to 2005 and Sweden up to 2006.

3. Redesigned monthly labour force survey since January 2012. To remove the break, data prior to 2012 are spliced using new-to-old chaining coefficients
between monthly and quarterly surveys based on data of fourth quarter of 2011.

4. Weighted average.

5. Data up to 2010 for China and up to 2012 for India can be found in the database.

Source: OECD Employment Database, www.oecd.org/employment/emp/onlineoecdemploymentdatabase.htm and www.oecd.org/els/emp/
Ifsnotes_sources.pdf.

http://dx.doi.org/10.1787/888933779048
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STATISTICAL ANNEX

Table D3. Unemployment rates by selected age groups - Women
As a percentage of the female labour force in each age group

Percentage
Women (15-64) Youth (15-24) Prime age (25-54) Older population (55-64)

2000 2007 2016 2017 | 2000 2007 2016 2017 | 2000 2007 2016 2017 | 2000 2007 2016 2017
Australia 6.1 4.8 5.9 58 | 11.2 92 114 115 4.9 3.9 5.0 4.8 3.2 2.6 3.6 3.7
Austria 3.8 5.4 5.6 51 5.2 96 102 8.7 35 4.7 5.1 4.7 4.7 35 3.8 3.7
Belgium 8.7 8.5 7.6 711 203 209 182 18.0 7.6 7.4 6.9 6.2 2.9 5.3 6.0 6.5
Canada 6.7 5.7 6.3 59| 114 101 113 9.9 5.8 4.8 5.4 5.2 5.5 4.9 5.6 5.2
Chile! 127 111 7.3 75| 313 269 176 185 9.4 8.7 6.4 6.7 43 4.6 4.2 3.9
Czech Republic 10.6 6.8 48 36| 174 110 114 8.7 9.9 6.7 45 34 5.4 48 3.8 2.9
Denmark 5.3 4.2 6.8 6.0 6.7 74 109 107 5.0 3.6 6.4 55 5.1 4.0 41 3.6
Estonia 13.5 3.9 6.3 55| 23.0 72 106 100 | 129 4.2 5.6 5.3 7.5 0.9 6.9 4.3
Finland 10.6 7.3 8.7 85| 218 168 186 193 8.8 5.8 7.4 6.9 9.4 6.0 6.9 7.0
France 11.9 8.1 9.6 91| 237 195 235 206 | 111 7.2 8.6 8.5 8.3 4.1 6.2 5.6
Germany 8.1 8.9 3.8 3.4 75 114 6.1 5.8 7.5 8.1 3.5 31| 136 112 3.6 341
Greece 175 130 283 263 | 382 317 507 482 | 151 120 281 256 43 43 190 197
Hungary 5.7 7.8 5.1 46 | 112 189 129 1241 5.0 7.3 4.5 4.0 1.6 3.9 45 4.3
Iceland? 2.8 24 3.2 2.8 3.6 6.3 6.4 71 2.4 1.6 2.8 2.0 3.2 0.9 1.5 1.6
Ireland 5.4 5.4 8.4 6.2 8.2 95 159 136 45 4.5 7.5 5.0 35 2.6 54 5.5
Israel3 11.2 9.9 5.0 44| 174 173 9.1 7.8 9.7 8.4 4.4 3.8 6.0 6.0 3.0 3.0
Italy2 14.6 79 129 125 | 354 233 396 373 | 1241 71 125 123 4.7 2.1 4.8 5.0
Japan 47 3.9 341 2.8 7.9 71 45 4.5 4.4 3.9 3.1 2.8 3.6 24 2.3 2.2
Korea 3.8 2.8 3.7 3.6 91 72 105 9.7 3.0 2.4 3.2 3.3 1.6 1.3 2.1 1.9
Latvia 13.4 5.7 8.6 79| 237 100 99 154| 1238 5.3 8.7 75 8.0 4.1 71 71
Luxembourg 3.2 4.7 6.6 55 73 175 61 132 2.9 4.0 5.8 5.0 0.0 1.7 0.0 2.7
Mexico 34 41 41 3.7 6.2 8.2 8.8 8.0 2.4 3.2 34 341 0.9 1.0 1.2 1.2
Netherlands 3.9 41 6.5 5.3 7.0 7.8 103 8.8 3.3 3.3 5.4 4.2 1.5 3.8 74 5.8
New Zealand 6.0 4.0 5.7 54| 124 102 134 13.0 4.8 3.0 4.5 4.2 3.6 1.3 341 2.8
Norway? 3.2 2.5 41 38| 109 6.6 9.3 9.0 2.3 2.0 3.7 35 0.7 0.8 1.3 1.0
Poland 184 104 6.3 50| 373 238 180 151 | 16.0 91 5.7 4.4 9.7 5.7 35 341
Portugal 52 101 115 96 | 116 203 288 255 4.4 95 104 8.5 2.6 5.8 91 8.1
Slovak Republic 186 126 108 85| 338 199 263 202 | 158 119 9.7 8.0 8.7 9.1 9.7 6.4
Slovenia 7.2 6.0 8.7 76 | 185 112 147 13.0 5.8 5.6 8.7 7.5 2.5 3.8 51 5.3
Spain? 206 107 215 191 | 329 217 449 374 | 189 95 203 182 | 113 77 172 159
Sweden? 54 6.5 6.7 65| 113 198 172 168 45 4.7 5.3 5.2 5.4 35 4.4 4.3
Switzerland 3.2 4.6 5.1 5.2 3.9 7.4 8.4 8.0 34 41 49 5.1 2.3 3.8 34 33
Turkey 65 113 140 144 | 119 208 237 2641 4.6 88 126 125 0.5 1.1 29 341
United Kingdom?2 4.7 5.0 4.8 43| 102 125 113 103 3.8 3.8 3.9 34 2.8 2.2 2.8 2.8
United States? 41 4.6 4.8 4.3 8.9 9.4 9.3 8.1 3.3 3.8 4.3 3.9 2.5 3.0 3.3 341
OECD4 7.0 6.1 6.6 61| 124 119 125 115 6.2 5.3 6.1 5.7 45 3.7 44 3.9
Colombia . 151 124 127 . 286 239 243 . 123 105 108 . 5.0 4.7 5.4
Costa Rica 6.7 69 122 118 | 142 151 311 287 4.2 4.6 9.5 9.6 33 2.1 34 2.0
Lithuania 14.3 4.4 6.8 59| 275 104 126 11.7| 135 4.0 6.4 51 8.1 34 6.5 6.4
Brazil . 110 135 148 . 219 315 335 . 85 103 115 . 2.7 4.3 5.0
Chinad 3.8 . .. . 8.4 .. . .. 2.9 .. . .. 0.2
Indiad 4.2 . . .| 102 . . .. 2.6 .. . . 1.6 . . .
Indonesia 70 117 5.5 55| 201 284 188 17.8 3.2 75 2.8 3.2 0.4 2.1 1.3 1.8
Russian Federation  10.4 5.7 5.3 51| 222 144 171 168 8.8 4.8 4.7 4.4 71 2.6 2.9 3.2
South Africa . 264 291 296 . 528 593 585 . 226 265 2741 .. 4.5 6.3 8.3

.. Not available

Note: Please refer to the Box entitled “Major breaks in series” in the introduction to the Statistical Annex.

1. New labour force survey since April 2010. To remove the break, data prior to 2010 are spliced using new-to-old chaining coefficients based on data of
fourth quarter of 2009.

2. The lower age limit is 16 instead of 15. For Iceland up to 2008, Italy after 2007, Norway up to 2005 and Sweden up to 2006.

3. Redesigned monthly labour force survey since January 2012. To remove the break, data prior to 2012 are spliced using new-to-old chaining coefficients
between monthly and quarterly surveys based on data of fourth quarter of 2011.

4. Weighted average.

5. Data up to 2010 for China and up to 2012 for India can be found in the database.

Source: OECD Employment Database, www.oecd.org/employment/emp/onlineoecdemploymentdatabase.htm and www.oecd.org/els/emp/
Ifsnotes_sources.pdf.

http://dx.doi.org/10.1787/888933779067

OECD EMPLOYMENT OUTLOOK 2018 - © OECD 2018
276


http://www.oecd.org/employment/emp/onlineoecdemploymentdatabase.htm
www.oecd.org/els/emp/lfsnotes_sources.pdf.
www.oecd.org/els/emp/lfsnotes_sources.pdf.
http://dx.doi.org/10.1787/888933779067

STATISTICAL ANNEX

Table E. Employment/population ratios by educational attainment, 2016
Persons aged 25-64, as a percentage of the population in each gender

Percentage
Total Men Women
Upper Upper Uppgr
secondar secondar secondar
B: ég\évnlég[r);r and post}l Tertiary Bse ég‘(’)vnlég[r’; T and post}/ Tertiary Bse ég‘(’)vnlég[r’; " and post}/ Tertiary
education  seeondary education | .- oo secondary education | .o secondary - education

non-tertiary non-tertiary non-tertiary

education education education
Australia 58.1 78.2 83.5 66.7 84.8 89.3 50.2 69.9 78.8
Austria 53.9 75.9 86.2 60.5 79.4 88.5 49.9 72.0 83.8
Belgium 46.4 73.0 85.2 54.6 79.5 87.5 37.5 65.5 83.2
Canada 54.6 73.6 81.8 63.1 78.6 85.6 43.3 67.1 78.9
Chile! 62.2 71.8 84.4 83.6 85.9 91.0 43.9 59.6 78.8
Czech Republic 451 80.7 85.6 56.6 87.6 93.4 37.9 731 78.3
Denmark 63.5 81.1 85.9 .7 84.8 88.7 53.8 76.8 83.8
Estonia 61.4 76.9 84.9 66.7 81.8 91.3 51.4 70.8 811
Finland 53.7 73.2 83.1 60.2 75.8 85.4 43.5 69.9 81.5
France 51.3 72.9 85.0 58.6 76.3 88.1 447 69.2 82.3
Germany 59.4 81.0 88.3 68.4 84.4 91.3 52.0 7.7 84.6
Greece 48.5 58.1 70.4 60.9 70.7 76.4 35.0 45.8 65.2
Hungary 51.7 76.1 85.0 62.2 82.9 91.2 43.6 68.2 80.5
Iceland 78.8 88.4 93.6 84.3 92.3 96.8 73.0 82.5 91.4
Ireland? 48.8 68.9 82.1 61.1 77.8 86.8 33.2 59.9 78.4
Israel 48.1 72.7 87.0 63.1 777 90.4 31.7 66.8 84.3
Italy 51.2 70.6 79.7 66.0 80.7 85.5 35.1 60.6 75.4
Japan2 . . . . . . . . .
Korea 65.5 725 77.3 76.4 84.3 89.0 58.3 60.7 63.4
Latvia 58.8 71.2 87.2 64.5 75.0 88.7 49.4 66.8 86.4
Luxembourg 59.6 70.5 85.7 69.7 76.2 89.2 49.7 64.1 82.0
Mexico 64.8 70.5 79.8 88.6 88.9 88.0 44.4 54.6 71.6
Netherlands 60.7 79.4 88.4 72.9 84.8 91.3 49.3 73.8 85.5
New Zealand .7 82.1 87.3 78.9 89.5 92.2 65.0 741 83.3
Norway 61.7 80.2 88.8 67.1 83.1 89.5 55.7 76.5 88.1
Poland 40.7 68.4 87.5 51.8 77.5 92.0 29.3 57.9 84.4
Portugal 65.5 79.4 85.1 71.8 82.1 86.8 58.8 76.8 83.9
Slovak Republic 37.7 74.3 81.3 43.8 80.8 87.4 3341 66.9 76.7
Slovenia 46.1 71.0 85.2 53.7 74.9 86.5 39.6 65.7 84.3
Spain 53.9 69.2 79.8 63.1 75.9 83.5 43.5 62.5 76.7
Sweden 65.9 85.3 89.6 72.4 87.5 90.4 58.6 82.3 88.9
Switzerland 67.6 81.9 88.5 75.2 86.8 91.9 61.6 775 84.2
Turkey 51.4 61.9 75.0 751 80.9 84.0 28.2 329 63.3
United Kingdom3 61.6 80.3 84.8 72.3 86.0 88.9 51.7 743 80.9
United States 56.6 68.8 81.6 68.4 75.0 86.9 43.2 62.3 774
OECD4 56.7 74.7 84.2 66.9 81.5 88.8 46.5 67.2 80.1
Colombia 72.0 76.5 82.5 89.5 89.0 89.1 54.3 64.6 774
Costa Rica 61.7 711 80.6 82.3 88.2 88.6 40.4 541 74.0
Lithuania 49.3 72.6 91.0 53.2 76.0 92.6 41.7 68.9 90.0
Brazil! 65.0 73.9 83.4 80.6 85.8 89.9 491 63.7 78.9
Russian Federation? 51.0 724 82.2 58.8 80.0 88.6 41.6 63.2 77.8
South Africa’ 46.5 62.3 82.7 55.4 70.8 86.2 38.1 53.8 79.7

.. Not available

Note: Data refer to ISCED 2011, except for Brazil and the Russian Federation (ISCED-97). See the description of the levels of education in www.oecd.org/els/
emp/definitions-education.pdf.

1. Year of reference 2015.

2. Education levels are grouped somewhat differently. Data can be found in the database.

3. Includes completion of intermediate upper secondary programmes. See notes to Table A5.1 of Education at a Glance 2017, http://dx.doi.org/10.1787/eag-
2017-en.

4. Unweighted average.

Source: OECD (2017), Education at a Glance, Indicator A5, www.oecd.org/edu/education-at-a-glance-19991487.htm.

http://dx.doi.org/10.1787/888933779086
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STATISTICAL ANNEX

Table F. Labour force participation rates by educational attainment, 2016
Persons aged 25-64, as a percentage of the population in each gender

Percentage
Total Men Women
Upper Upper Uppgr
secondar secondar secondar
B: ég\évnlég[r);r and post}l Tertiary Bse ég‘(’)vnlég[r’; T and post}/ Tertiary Bse ég‘(’)vnlég[r’;r and post}/ Tertiary
education  seeondary education | .- oo secondary education | .o secondary - education

non-tertiary non-tertiary non-tertiary

education education education
Australia 63.1 81.5 86.3 72.0 87.9 92.3 54.9 73.5 81.4
Austria 61.1 80.1 89.3 70.8 84.0 91.8 55.2 75.7 86.6
Belgium 54.2 78.5 88.5 63.6 85.2 90.7 441 70.6 86.6
Canada 61.2 791 86.1 70.8 85.0 90.2 48.4 75 82.8
Chile! 66.0 76.7 88.9 87.8 91.3 95.9 47.5 64.1 82.9
Czech Republic 55.8 83.4 87.2 68.9 90.0 94.8 47.6 76.1 80.0
Denmark 68.0 84.9 90.3 75.8 88.0 92.9 58.7 81.1 88.3
Estonia 69.3 83.2 88.1 74.6 88.3 95.1 59.4 76.8 84.0
Finland 60.8 79.8 88.1 67.0 82.5 90.9 511 76.5 86.0
France 61.0 80.1 89.5 69.9 83.6 92.7 52.9 76.3 86.9
Germany 66.0 84.0 90.3 771 87.9 93.3 56.9 80.3 86.5
Greece 65.7 76.6 85.1 80.0 87.1 87.8 50.1 66.3 82.6
Hungary 58.6 79.4 86.4 70.5 86.4 92.7 49.5 71.4 81.8
Iceland 81.0 91.2 95.2 86.4 95.1 98.2 754 85.1 931
Ireland? 58.0 76.5 86.6 74.0 87.4 91.9 37.8 65.5 82.4
Israel 51.8 76.5 89.9 67.7 81.4 93.4 344 70.7 871
Italy 59.7 775 85.4 76.2 87.3 90.3 41.9 67.7 81.7
Japan2 . . . . . . . . .
Korea 67.4 75.0 80.0 79.5 87.5 92.1 59.5 62.6 65.6
Latvia 71.8 80.2 90.8 78.2 84.4 92.7 61.3 755 89.8
Luxembourg 64.1 74.7 89.1 74.7 80.1 92.9 53.5 68.8 85.0
Mexico 66.6 73.2 83.4 91.0 92.3 92.3 45.6 56.8 74.6
Netherlands 65.7 84.2 91.5 78.0 89.3 94.2 54.2 79.0 88.8
New Zealand 75.7 85.3 89.6 83.2 92.2 94.5 68.9 78.0 85.7
Norway 66.7 83.1 91.5 73.0 86.5 92.9 59.7 78.7 90.2
Poland 46.7 72.7 90.2 59.5 81.9 94.5 33.5 62.0 87.2
Portugal 74.0 88.7 91.9 81.5 90.5 93.5 66.2 871 90.9
Slovak Republic 53.1 81.0 85.6 61.4 87.1 91.5 46.9 741 81.2
Slovenia 53.6 76.9 90.7 61.8 80.3 91.6 46.6 721 90.0
Spain 72.9 83.5 89.6 82.5 88.5 921 62.0 784 87.5
Sweden 76.0 89.1 93.1 82.8 91.4 94.7 68.2 86.0 91.9
Switzerland 75.0 85.6 91.5 83.4 91.0 94.9 68.4 80.8 87.3
Turkey 56.7 68.8 82.8 82.5 87.8 90.5 315 39.9 72.8
United Kingdom3 65.8 83.2 87.1 76.9 89.2 911 55.4 77.0 83.3
United States 61.6 73.0 83.9 74.0 79.7 89.3 47.6 65.9 79.2
OECD4 64.0 80.2 88.3 75.2 87.0 92.7 52.8 72.7 84.2
Colombia 76.4 83.5 90.8 93.5 94.9 96.3 59.2 72.6 86.6
Costa Rica 67.1 76.1 84.7 88.5 92.1 91.6 45.0 60.1 78.8
Lithuania 65.5 80.3 93.6 7.2 84.1 95.4 54.5 76.2 92.4
Brazil! 69.6 80.5 87.4 85.1 91.7 93.6 53.6 70.9 83.1
Russian Federation? 58.0 771 85.0 67.1 85.0 91.6 46.9 67.5 80.4
South Africa’ 63.1 79.2 89.5 73.2 86.9 92.8 53.6 71.4 86.7

.. Not available

Note: Data refer to ISCED 2011, except for Brazil and the Russian Federation (ISCED-97). See the description of the levels of education in www.oecd.org/els/
emp/definitions-education.pdf.

1. Year of reference 2015.

2. Education levels are grouped somewhat differently. Data can be found in the database.

3. Includes completion of intermediate upper secondary programmes. See notes to Table A5.1 of Education at a Glance 2017, http://dx.doi.org/10.1787/eag-
2017-en.

4. Unweighted average.

Source: OECD (2017), Education at a Glance, Indicator A5, www.oecd.org/edu/education-at-a-glance-19991487.htm.
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Table G. Unemployment rates by educational attainment, 2016

Persons aged 25-64, as a percentage of the population in each gender

Percentage
Total Men Women
Upper Upper Uppgr
secondar secondar secondar
B: ég\évnlég[r);r and post}l Tertiary Bse ég‘(’)vnlég[r’; T and post}/ Tertiary Bse ég‘(’)vnlég[r’;r and post}/ Tertiary
education secondgry education education secondary  education education secondary education

non-tertiary non-tertiary non-tertiary

education education education
Australia 7.5 4.5 3.2 7.6 3.8 3.0 7.3 55 3.4
Austria 1.7 5.2 3.4 14.5 55 3.6 9.5 49 3.2
Belgium 14.5 7.0 3.7 14.2 6.8 3.5 14.9 7.3 3.9
Canada 10.9 7.0 4.9 11.2 7.6 5.0 10.2 6.1 4.8
Chile! 5.8 6.4 5.0 4.8 5.9 5.1 7.5 7.0 5.0
Czech Republic 19.2 3.2 1.8 17.8 2.7 1.4 20.5 3.9 2.2
Denmark 6.6 4.4 49 5.4 3.7 45 8.4 5.3 5.1
Estonia 115 7.6 3.7 10.6 7.4 4.0 13.5 7.8 3.5
Finland 11.7 8.1 5.9 9.4 8.3 6.2 16.4 7.9 5.6
France 15.9 9.0 5.1 16.1 8.8 4.9 15.5 9.2 5.2
Germany 10.0 3.7 2.2 11.3 41 2.2 8.6 3.2 2.2
Greece 26.2 24.2 17.2 23.9 18.9 13.0 30.2 31.0 21.2
Hungary 11.8 4.2 1.7 11.7 41 1.7 11.8 4.4 1.7
Iceland 2.8 3.0 1.7 2.4 3.0 1.4 3.2 31 1.9
Ireland? 15.9 9.9 5.1 17.4 10.9 55 121 8.6 4.8
Israel 7.1 49 3.2 6.9 45 3.2 7.7 5.6 3.2
Italy 14.3 8.8 6.6 134 7.6 5.1 16.0 10.4 7.7
Japan2 . . . . . . . . .
Korea 2.8 34 33 3.8 3.6 33 1.9 3.0 3.3
Latvia 18.1 11.3 4.0 17.5 1141 4.3 19.4 115 3.8
Luxembourg 6.9 5.7 3.8 6.7 4.8 4.0 7.2 6.7 34
Mexico 2.6 3.8 4.4 2.7 3.7 4.6 2.5 3.9 41
Netherlands 7.6 5.7 34 6.6 5.0 341 9.1 6.5 3.7
New Zealand 5.4 3.9 2.6 5.2 3.0 2.5 5.6 5.0 2.7
Norway 7.5 34 3.0 8.2 3.9 3.7 6.7 2.8 2.4
Poland 12.8 5.8 3.0 12.8 5.3 2.7 12.8 6.5 3.2
Portugal 11.6 10.5 7.4 11.9 9.2 71 11.2 11.8 7.6
Slovak Republic 29.0 8.3 5.1 28.7 7.3 4.4 29.4 9.7 5.6
Slovenia 14.0 7.6 6.0 13.1 6.8 5.6 15.0 8.8 6.4
Spain 26.1 17.0 10.9 23.5 14.2 9.4 30.0 20.3 12.3
Sweden 13.2 4.3 3.8 12.6 4.2 4.4 14.2 4.4 3.3
Switzerland 9.9 4.4 3.3 9.9 4.6 3.2 9.9 4.2 3.6
Turkey 9.3 101 9.4 8.9 7.8 7.2 10.4 17.6 131
United Kingdom3 6.3 3.5 2.6 6.0 3.6 2.4 6.6 35 2.9
United States 8.1 5.7 2.7 7.5 5.8 2.7 9.2 55 2.7
OECD4 11.6 6.9 4.6 11.3 6.4 4.3 12.2 7.7 49
Colombia 5.8 8.4 9.1 4.3 6.2 7.5 8.2 11.0 10.6
Costa Rica 8.0 6.5 4.8 7.0 4.3 34 10.2 9.9 6.2
Lithuania 24.8 9.6 2.7 25.3 9.6 2.9 235 9.6 2.6
Brazil! 6.5 8.2 4.6 5.4 6.4 3.9 8.5 10.2 51
Russian Federation? 12.0 6.1 3.2 12.4 5.9 3.3 11.3 6.4 3.2
South Africa’ 26.3 21.3 7.6 24.3 18.6 7.0 28.9 24.6 7.8

.. Not available

Note: Data refer to ISCED 2011, except for Brazil and the Russian Federation (ISCED-97). See the description of the levels of education in www.oecd.org/els/

emp/definitions-education.pdf.
1. Year of reference 2015.

2. Education levels are grouped somewhat differently. Data can be found in the database.

3. Includes completion of intermediate upper secondary programmes. See notes to Table A5.1 of Education at a Glance 2017, http://dx.doi.org/10.1787/eag-

2017-en.
4. Unweighted average.

Source: OECD (2017), Education at a Glance, Indicator A5, www.oecd.org/edu/education-at-a-glance-19991487.htm.
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STATISTICAL ANNEX

Table H. Incidence and composition of part-time employment
Persons aged 15 and over, percentages

Percentage
Part-time employment as a proportion of total employment Womenesms&%ryenzgr?tart-tlme
Total Men Women

2000 2007 2016 2017 | 2000 2007 2016 2017 | 2000 2007 2016 2017 | 2000 2007 2016 2017
Australia . 237 259 257 . 123 151 150 . 377 383 380 . 715 689 69.0
Austria 117 173 209 209 2.4 5.6 8.6 86| 239 314 347 348 | 886 824 783 782
Belgium 193 181 178 164 6.9 6.4 6.9 65| 355 322 300 278 | 795 807 794 789
Canada 181 183 192 191 | 103 111 126 127 | 272 263 264 262 | 692 680 656 652
Chile 4.7 80 174 176 31 52 122 125 87 139 250 249 | 539 569 586 581
Czech Republic 3.2 3.5 49 5.4 1.6 1.7 2.6 2.7 5.4 5.9 8.0 87| 725 723 709 715
Denmark 153 173 217 204 91 119 173 160 | 224 234 267 253 | 681 633 577 585
Estonia 7.2 6.8 8.7 8.1 4.6 3.6 5.6 50| 100 101 119 114 | 679 732 672 683
Finland 104 117 140 140 71 82 106 109 | 139 155 177 174 | 63.8 637 608 59.8
France 142 133 142 143 5.3 49 7.0 70| 243 228 220 222 | 801 805 747 745
Germany 176 220 221 222 4.8 7.8 9.1 94| 339 391 369 368| 845 807 781 774
Greece 53 77 110 110 3.0 41 7.2 7.1 94 133 161 163 | 650 677 619 625
Hungary 3.2 3.1 4.0 3.6 1.7 1.8 2.6 2.3 47 4.5 55 51| 712 686 648 654
Iceland?2 202 158 171 171 9.1 79 108 108 | 328 253 242 244 | 760 728 664 66.0
Ireland 181 199 228 220 7.3 74 119 115 320 350 348 338 | 771 798 724 722
Israel 156 161 155 153 7.4 8.1 91 90| 254 253 228 224 | 745 733 635 687
Italy? 117 153 186 185 5.4 5.5 8.5 83| 225 298 326 324| 709 782 736 741
Japan3 159 189 228 224 71 92 119 115 290 326 371 367 | 737 715 703 709
Korea3 7.0 88 108 114 5.1 6.2 6.8 7.3 98 124 164 169 | 576 589 637 627
Latvia 8.8 5.4 7.3 6.5 6.3 34 4.8 40| 114 7.4 9.7 88| 646 675 677 694
Luxembourg 130 131 136 142 2.1 1.4 4.9 41| 289 276 241 259 | 904 939 804 845
Mexico 135 178 177 172 71 114 120 115| 256 285 269 264 | 651 60.0 581 585
Netherlands 321 39 377 374 131 161 187 189 | 573 599 598 587 | 767 755 733 729
New Zealand 222 219 212 211 109 110 116 116 | 357 345 321 317 | 732 732 713 708
Norway? 202 204 192 1838 87 105 120 118 | 334 316 272 267 | 770 729 671 67.0
Poland 12.8 1041 6.0 6.1 8.8 6.0 34 341 179 150 9.0 95| 617 670 682 696
Portugal 93 100 9.1 8.5 4.9 6.3 6.8 61| 147 144 115 110| 709 66.7 625 63.9
Slovak Republic 1.9 2.4 5.8 5.8 1.0 1.1 42 41 2.9 4.0 7.6 79| 706 740 590 613
Slovenia 4.9 7.8 8.0 8.8 3.9 6.3 5.2 6.1 6.1 97 111 118 | 568 56.2 648 624
Spain? 75 105 141 1338 2.6 3.6 71 6.7 | 161 201 223 221 | 783 80.0 728 739
Sweden? 140 144 138 138 7.3 95 101 104 | 214 197 178 175| 729 650 618 604
Switzerland 230 268 259 267 84 101 104 112 | 427 471 437 446 | 792 794 786 775
Turkey 9.4 8.1 9.5 9.6 5.7 4.4 5.8 59| 193 186 178 179 | 554 596 574 576
United Kingdom?2 233 229 238 235 8.5 97 16 115 | 407 382 375 370 8.2 772 741 743
United States?4 126 126 129 125 7.7 7.6 8.5 82| 180 179 176 171 | 681 684 658 66.0
OECDS 139 154 167 165 6.7 7.8 9.4 92| 237 2563 258 255 | 724 715 688 689
Colombia . 145 159 159 . 9.2 8.5 8.5 . 228 261 261 . 613 690 687
Costa Rica . . 156 165 .. . 9.7 1041 . . 258 275 . . 606 611
Lithuania 10.6 6.1 6.9 7.0 7.7 3.6 4.4 46 | 135 8.6 9.3 93| 645 699 702 692
Brazil . 183 . . . 103 . . . 2941 . . . 676 . .
Russian Federation 7.4 5.1 4.3 35 4.9 35 341 24 1 100 6.6 5.6 46| 660 648 629 642
South Africa . . 9.0 9.0 .. . 5.6 5.9 . . 133 1238 .. . 646 629

.. Not available

Note: Part-time employment refers to persons who usually work less than 30 hours per week in their main job.
Please refer to the Box entitled “Major breaks in series” in the introduction to the Statistical Annex.

1. Part-time employment based on hours worked at all jobs.

2. The lower age limit is 16 instead of 15. For Iceland up to 2008, Italy after 2007, Norway up to 2005 and Sweden up to 2006.

3. Data are based on actual hours worked.

4. Data are for wage and salary workers only.

5. Weighted average.

Source: OECD Employment Database, www.oecd.org/employment/emp/onlineoecdemploymentdatabase.htm and www.oecd.org/els/emp/
Ifsnotes_sources.pdf.
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STATISTICAL ANNEX

Table I. Incidence and composition of involuntary part-time employment
Persons aged 15 and over, percentages

Percentage
Involuntary part-time employment
Involuntary part-time employment as a propotion of total employment as a proportion of part-time
employment
Total Men Women

2000 2007 2016 2017 | 2000 2007 2016 2017 | 2000 2007 2016 2017 2000 2007 2016 2017
Australia 6.3 6.6 8.9 9.1 4.3 4.5 6.6 6.7 8.8 93 115 119 | 238 235 280 287
Austria 1.8 2.7 3.6 3.4 0.9 1.0 2.0 2.0 3.0 4.6 5.3 50 111 118 124 1138
Belgium 4.6 3.2 2.2 1.9 1.7 1.5 1.3 1.2 8.4 55 3.2 27| 221 146 8.8 7.7
Canada 4.6 4.0 4.8 4.6 2.8 2.6 35 3.3 6.6 5.6 6.2 61| 254 220 250 242
Chile . . 9.7 9.9 . . 7.6 7.9 . . 129 127 . . 481 4841
Czech Republic 1.4 0.8 0.9 0.8 0.3 0.3 0.4 0.3 2.9 1.4 1.6 14| 271 164 139 109
Denmark 2.9 3.1 3.6 3.5 1.1 1.3 2.0 2.1 5.1 5.0 5.4 50| 138 13.0 131 134
Estonia . 1.2 0.9 0.8 . 0.7 0.6 0.5 . 1.8 1.2 1.0 . 153 9.2 9.2
Finland 35 2.9 43 4.2 1.5 1.3 2.6 2.4 5.7 4.6 6.1 61| 287 207 263 252
France 4.6 5.2 7.9 79 2.3 1.8 3.6 3.8 7.3 9.0 125 123 | 27.0 299 421 420
Germany 2.3 5.3 3.1 3.0 0.8 2.7 1.7 1.7 42 8.4 47 45| 120 203 112 106
Greece 1.9 2.4 6.8 6.6 1.2 1.2 5.1 4.9 3.2 4.3 9.2 91| 429 427 701 695
Hungary 0.7 1.1 1.4 1.2 0.4 0.7 11 0.9 1.2 1.6 1.9 15| 19.0 263 273 240
Iceland? 2.2 1.1 3.1 3.0 0.8 . 1.2 1.3 3.8 2.5 5.3 5.0 8.5 50 128 126
Ireland 2.7 1.8 7.0 4.7 2.2 1.3 6.0 41 3.4 2.6 8.3 54| 164 103 316 229
Israel 3.6 42 2.4 2.3 1.6 1.9 1.3 1.3 6.1 6.8 3.7 35| 159 176 109 107
Italy? 3.2 52 117 114 1.8 2.4 6.5 6.4 54 95 191 183 | 371 383 625 608
Japan . 45 4.4 4.0 . 2.6 2.5 1.9 . 71 7.0 6.7 . 236 195 177
Korea . . . . . . . . . . . . . . . .
Latvia . 1.4 3.1 2.7 . 1.0 2.3 1.3 . 1.8 3.8 41 . 222 361 344
Luxembourg 0.8 0.8 2.3 2.6 0.2 0.4 0.4 0.4 1.7 1.3 47 5.2 6.8 44 125 138
Mexico . . . . . . . . . . . . . . . .
Netherlands 14 2.1 42 35 0.9 1.1 3.0 2.7 2.2 3.3 5.6 4.4 3.6 4.6 8.7 74
New Zealand 59 3.8 5.2 54 3.4 2.4 3.2 3.2 8.9 5.3 7.6 80| 261 171 245 255
Norway! 1.6 1.5 1.7 1.4 0.8 0.7 1.2 0.9 2.6 2.3 2.3 1.9 6.4 5.6 6.6 5.5
Poland . 2.0 1.6 14 . 1.3 0.9 0.8 . 2.8 2.4 2.1 . 213 235 194
Portugal 2.5 3.3 4.5 4.1 1.0 1.5 2.8 2.6 4.3 5.4 6.3 57| 224 268 376 36.6
Slovak Republic 0.7 0.9 3.8 3.3 0.2 0.3 3.1 2.5 1.3 1.6 4.8 42| 335 338 637 532
Slovenia . 0.4 1.3 11 . 0.3 0.6 0.6 . 0.6 2.1 1.7 . 46 137 108
Spain? 1.8 3.9 9.4 9.3 0.6 1.4 5.0 5.3 3.8 74 147 140 221 336 619 620
Sweden! 3.4 7.7 5.9 55 1.7 43 4.4 41 53 115 7.5 70| 160 324 263 247
Switzerland 1.3 1.8 2.9 3.0 0.8 0.8 15 1.6 1.9 3.1 4.5 47 4.4 5.7 8.0 8.2
Turkey . 0.6 1.1 1.2 . 0.5 11 1.2 . 0.7 1.1 1.3 . 73 115 129
United Kingdom1 2.4 2.3 3.8 35 1.8 1.8 3.0 2.7 3.2 3.0 47 4.3 9.7 93 144 133
United States? 0.7 0.8 1.3 11 0.5 0.6 1.1 0.9 0.9 1.0 1.6 1.3 41 4.8 7.3 6.3
OECD? 2.0 2.7 3.5 3.3 1.1 1.5 2.2 2.1 3.1 4.3 5.1 49| 116 148 171 164
Colombia . 7.6 6.8 6.5 . 5.4 4.6 4.5 . 11.0 100 9.4 . 521 431 412
Lithuania . 2.4 2.3 2.4 . 2.0 1.8 1.8 . 2.9 2.8 3.0 . 266 313 302
Russian Federation 0.3 0.1 0.2 0.2 0.3 0.1 0.2 0.1 0.4 0.2 0.3 0.3 3.0 1.9 3.2 2.9

.. Not available

Note: Involuntary part-time employment refers to part-time workers who could not find full-time work. Part-time employment is based on national
definitions.
Please refer to the Box entitled “Major breaks in series” in the introduction to the Statistical Annex.

1. The lower age limit is 16 instead of 15. For Iceland up to 2008, Italy after 2007, Norway up to 2005 and Sweden up to 2006.

2. Weighted average.

Source: OECD Employment Database, www.oecd.org/employment/emp/onlineoecdemploymentdatabase.htm and www.oecd.org/els/emp/
Ifsnotes_sources.pdf.
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STATISTICAL ANNEX

Table J. Incidence and composition of temporary employment
As a percentage of dependent employment in each age group

Percentage
Total (15+) Youth (15-24) Prime age (25-54) Women 2;2’7‘5%‘eﬁmp°rary

2000 2007 2016 2017 | 2000 2007 2016 2017 | 2000 2007 2016 2017 | 2000 2007 2016 2017
Australia . 6.3 5.4 5.3 .. 6.0 6.0 5.5 .. 6.4 5.5 5.5 . 523 522 531
Austria 7.9 8.8 9.0 92| 330 348 339 347 3.8 43 5.5 59| 471 475 491 483
Belgium 9.1 8.7 92 104 | 308 316 39.0 474 6.9 6.6 7.4 84| 583 573 529 517
Canada 125 13.0 133 137| 291 289 307 319 8.8 9.2 99 103 | 51.0 518 523 517
Chile . . 287 217 . . 456 453 . . 215 270 . . 376 385
Czech Republic 9.3 86 102 100 | 196 174 324 310 5.2 5.6 8.4 84| 466 543 551 56.5
Denmark 9.7 91 136 129 | 274 225 336 379 6.6 6.9 106 9.0 | 548 557 541 528
Estonia 3.0 2.1 3.6 3.0 6.4 6.6 131 106 2.6 1.6 3.1 25| 274 376 464 454
Finland 165 16.0 159 161 | 456 424 433 437 | 130 132 132 133 | 603 618 593 59.2
France 154 151 162 169 | 551 536 586 580 | 116 111 128 135 | 496 525 513 513
Germany 127 146 131 129 | 524 574 533 526 7.5 9.1 9.7 96 | 46.2 467 481 478
Greece 135 110 112 114| 295 265 310 291 | 116 100 105 108 | 465 509 497 526
Hungary 71 7.3 9.7 88| 139 189 202 176 5.9 6.5 8.8 80| 438 440 492 500
Iceland? 122 124 119 107 | 289 320 295 253 7.5 8.9 8.9 83| 533 538 531 542
Ireland 6.0 8.5 8.2 92| 159 212 293 308 3.0 5.6 6.2 59| 551 566 521 51.6
Israel . . . . . . . . . . . . . . . .
Italy? 101 132 140 154 | 266 422 547 619 85 114 133 145 | 481 517 471 46.8
Japan? 145 13.9 7.2 70| 249 264 134 127 95 109 4.9 47| 617 651 605 606
Korea . 247 219 206 . 300 257 228 . 213 163 151 . 443 486 487
Latvia 6.6 41 3.7 3.0 | 109 9.0 8.3 6.5 6.0 3.5 3.4 28 | 336 338 403 422
Luxembourg 3.4 6.8 9.0 91| 145 341 404 415 2.3 5.3 7.2 70| 540 499 463 483
Mexico 20.5 . . .| 257 . . .| 178 .. . .| 197 . . .
Netherlands 137 181 208 218 | 355 451 556 56.8 91 129 152 163 | 537 511 510 51.0
New Zealand . . . . . . . . . . . . . . . .
Norway! 9.3 9.5 8.7 84| 285 273 279 264 6.9 7.4 6.8 6.8 | 588 598 57.8 558
Poland . 282 2715 262 . 657 707 682 . 240 250 236 . 459 474 482
Portugal 199 223 223 220 | 414 531 663 659 164 197 207 203 | 50.0 491 509 505
Slovak Republic 4.8 51 101 96 | 105 137 254 232 3.4 3.7 8.9 82| 446 483 487 4938
Slovenia 137 185 171 179 | 463 683 740 725 94 129 137 139 | 513 524 512 511
Spain? 322 316 261 267 | 683 627 729 733 | 277 293 257 263 | 407 454 434 494
Sweden! 152 175 167 169 | 495 573 543 538 | 119 130 119 121 | 576 569 547 54.6
Switzerland 115 129 132 134 | 470 503 507 509 51 6.4 7.8 79| 501 471 476 472
Turkey 203 119 136 133 | 237 124 291 253 | 186 113 104 104 | 121 216 258 264
United Kingdom? 7.0 5.8 6.0 57| 142 134 152 146 54 4.2 4.3 42| 544 539 537 532
United States . . . . . . . . . . . . . . . .
OEGCD3 117 122 112 112 | 243 256 246 246 89 100 9.3 93| 459 475 463 464
Colombia4 . 297 283 282 . 423 385 400 . 2719 271 268 . 443 484 474
Costa Rica . . 9.4 8.0 .. . 147 1341 . .. 8.2 7.0 . . 215 2538
Lithuania 4.4 3.8 1.9 1.7 94 105 7.8 6.8 44 31 1.5 13| 380 330 477 424
Russian Federation 55  12.3 8.4 83| 145 231 177 182 42 11.2 7.8 77| 365 419 368 370

.. Not available

Note: Temporary employees are wage and salary workers whose job has a pre-determined termination date as opposed to permanent employees whose
job is of unlimited duration. To be included in these groups are: i) persons with a seasonal job; ii) persons engaged by an employment agency or
business and hired out to a third party for carrying out a “work mission”; iii) persons with specific training contracts (including apprentices, trainees,
research assistants, probationary period of a contract, etc.). Country-specific exceptions to this generic definition may be found in (PDF)
www.oecd.org/els/emp/Ifsnotes_sources.pdf.
Please refer to the Box entitled “Major breaks in series” in the introduction to the Statistical Annex.

1. The lower age limit is 16 instead of 15. For Iceland up to 2008, Italy after 2007, Norway up to 2005 and Sweden up to 2006.

2. Japan applies a maximum duration threshold of one year to classify jobs as temporary employment. As a result, a regular employee with a fixed-term
contract lasting more than one year is not included in temporary employment.

3. Weighted average.

4. The data cover only salaried employees who reported a written labour contract.

Source: OECD Employment Database, www.oecd.org/employment/emp/onlineoecdemploymentdatabase.htm and www.oecd.org/els/emp/
Ifsnotes_sources.pdf.
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STATISTICAL ANNEX

Table K1. Incidence of job tenure, less than 12 months - Total
As a percentage of total employment in each age group

Percentage
Total (15-64) Youth (15-24) Prime age (25-54) Older population (55-64)

2000 2007 2016 2017 | 2000 2007 2016 2017 | 2000 2007 2016 2017 | 2000 2007 2016 2017
Australia . 236 204 207 . 477 421 435 . 201 179 183 . 102 9.4 8.2
Austria . 155 154 159 . 397 404 416 . 123 132 140 . 5.0 5.1 49
Belgium 132 130 116 119 | 508 488 500 524 | 101 107 102 104 2.4 2.7 2.4 2.7
Canada 214 210 183 186 | 540 532 489 50.0| 162 161 149 150 8.0 8.3 74 7.6
Chile . . 284 272 . .. 601 587 . . 268 261 . . 159 152
Czech Republic . 107 104 1038 . 30 389 393 . 8.8 9.3 9.9 . 7.6 53 5.4
Denmark 225 260 235 228 | 535 564 503 51.1| 189 233 21.0 200 6.5 10.2 9.4 9.8
Estonia . 151 162 174 . 425 523 504 . 127 143 159 . 7.9 8.3 8.7
Finland 206 203 191 201 | 652 626 603 61.1| 161 168 161 172 5.8 6.3 6.8 7.8
France 158 154 136 144 | 567 550 546 552 | 126 123 114 123 3.6 46 41 4.3
Germany 149 149 139 140 | 388 409 409 406 | 13.0 127 128 13.0 47 4.9 4.8 4.6
Greece 9.5 8.4 97 101 | 310 288 4.0 3938 7.7 7.5 9.2 9.6 2.8 3.1 4.0 45
Hungary 117 117 143 136 | 297 391 439 409 93 103 129 123 4.5 5.3 8.0 7.6
Iceland? 254 225 204 209 | 591 531 494 493 | 200 183 168 177 6.1 7.2 6.4 6.4
Ireland 194 180 159 17.0| 468 450 521 504 | 136 141 139 142 5.7 4.6 55 5.7
Israel . . . . . . . . . . . . . . . .
Italy? 106 116 105 109 | 368 411 435 471 89 103 102 104 3.3 3.7 3.7 3.8
Japan . 144 . . . M2 . . . 103 . . . 6.3 . .
Korea? . 400 303 295 . 720 686 683 . 356 253 246 . 464 339 323
Latvia . 193 140 155 . 501 478 46.7 . 157 122 144 . 102 8.2 9.6
Luxembourg 116 106 121 132 | 404 440 452 50.0 9.6 9.0 105 114 0.5 1.9 5.4 47
Mexico .o 241 219 220 . 457 451 456 . 193 181 183 . 104 9.3 8.9
Netherlands . 98 168 175 . 343 469 474 . 82 129 137 . 2.5 4.8 5.2
New Zealand . . . . . . . . . . . . . . . .
Norway . 209 146 149 . 525 400 420 . 181 128 1238 . 4.9 3.6 3.8
Poland 137 157 119 17| 412 473 403 46| 110 128 107 103 6.0 6.9 5.2 5.2
Portugal 141 131 149 152 | 392 400 563 553 | 114 117 138 141 3.2 3.6 5.0 5.8
Slovak Republic . 18 123 127 . 357 47 406 . 95 109 11.2 . 6.3 6.9 8.3
Slovenia . 139 114 144 . 511 476 511 . 105 9.7 122 . 2.8 3.8 5.2
Spain? 212 219 172 179 | 545 555 635 647 | 178 198 168 173 6.5 6.1 6.0 6.1
Sweden! 158 204 205 212 | 494 654 591 582 | 140 17.0 177 189 4.6 6.5 8.0 8.1
Switzerland 165 153 162 176 | 446 414 406 434 | 134 127 144 159 3.9 4.2 5.3 5.6
Turkey . 196 271 274 . 46 574 580 . 157 225 226 . 6.4 143 1338
United Kingdom? 198 179 166 16.7 | 485 460 438 438 | 161 145 139 141 8.1 7.2 7.3 7.4
United States12 271 . 233 .| 61.8 .. 56.5 .| 217 . 197 . 1.2 . 102 .
OECD3 195 199 188 193 | 487 496 501 507 | 155 162 158 164 7.4 8.3 8.5 8.6
Colombia . 374 371 359 . 650 650 630 . 326 332 324 . 196 191 180
Costa Rica . . 266 268 . . 519 517 . . 237 243 . . 142 148
Lithuania 142 150 194 184 | 371 453 569 566 | 127 131 173 165 5.7 6.7 120 1038
Brazil .. 1838 . . . 376 . .. . 147 . . . 6.5

.. Not available

Note: Please refer to the Box entitled “Major breaks in series” in the introduction to the Statistical Annex.

1. The lower age limit is 16 instead of 15. For Iceland up to 2008, Italy after 2007, Norway up to 2005 and Sweden up to 2006.

2. Data cover dependent employment.

3. Weighted average.

Source: OECD Employment Database, www.oecd.org/employment/emp/onlineoecdemploymentdatabase.htm and www.oecd.org/els/emp/
Ifsnotes_sources.pdf.
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STATISTICAL ANNEX

Table K2. Incidence of job tenure, less than 12 months - Men
As a percentage of male employment in each age group

Percentage
Men (15-64) Youth (15-24) Prime age (25-54) Older population (55-64)

2000 2007 2016 2017 | 2000 2007 2016 2017 | 2000 2007 2016 2017 | 2000 2007 2016 2017
Australia . 222 201 209 . 456 420 439 . 190 176 187 . 99 103 8.9
Austria . 147 147 156 . 398 381 397 . 16 128 141 . 5.0 4.4 5.1
Belgium 128 125 116 120 | 493 462 46,6 50.0 99 104 104 107 2.5 2.8 2.5 3.1
Canada 206 208 181 189 | 53.8 528 481 505 | 156 162 150 155 8.2 8.7 7.7 8.1
Chile . . 288 278 . . 592 585 . . 215 269 . . 160 154
Czech Republic . 9.5 8.8 9.0 . 343 363 361 . 7.5 7.5 7.8 . 6.0 45 4.4
Denmark 207 241 224 226 | 495 516 490 509 | 175 217 202 201 6.1 9.8 91 9.5
Estonia . 146 157 166 . 392 468 492 . 119 135 144 . 7.7 103 9.4
Finland 195 189 181 191 | 625 602 602 609 | 153 152 150 16.0 5.8 6.9 7.3 8.2
France 167 152 136 142 | 567 533 523 533 | 124 121 113 119 41 4.5 4.2 43
Germany 138 144 135 135 | 379 397 396 390 | 120 124 124 126 41 4.9 4.8 45
Greece 8.6 7.6 9.2 91| 290 265 374 3641 71 6.8 8.8 8.7 2.5 3.2 4.2 45
Hungary 118 119 134 131 | 291 382 413 392 96 104 121 118 4.5 6.2 7.2 7.2
Iceland? 239 211 199 197 | 580 521 497 477 | 194 171 158 165 2.8 6.4 5.4 49
Ireland 171 163 159 168 | 440 408 523 500 | 122 132 140 142 4.9 4.2 6.1 6.3
Israel . . . . . . . . . . . . . . . .
Italy 96 104 96 103 | 362 387 415 4438 8.0 9.0 91 9.7 3.2 3.5 3.7 3.9
Japan . 107 . . . 396 . . . 71 . . . 6.3 . .
Korea? . 363 274 275 . 89 750 732 . 323 228 2341 . 423 319 315
Latvia . 208 153 1641 . 477 453 477 . 169 135 139 . 123 9.7 123
Luxembourg 103 100 118 135 | 412 438 465 518 8.3 82 101 117 0.8 1.3 6.8 4.2
Mexico . 225 209 205 . 431 427 430 . 179 169 165 . 9.9 8.9 8.2
Netherlands . 93 159 166 . 315 455 459 . 81 125 134 . 2.6 5.0 5.5
New Zealand . . . . . . . . . . . . . . . .
Norway! . 202 139 143 . 511 389 410 . 179 122 122 . 5.1 3.8 45
Poland 146 158 117 115 | 403 455 377 393 | 122 131 103 100 6.2 7.6 5.9 5.6
Portugal 140 130 152 152 | 386 384 517 512 | 111 115 143 142 3.7 3.5 5.5 6.3
Slovak Republic . 16 121 122 . 348 402 389 . 95 101 103 . 5.3 7.8 8.7
Slovenia . 135 108 139 . 494 463 484 . 9.9 91 119 . 3.1 2.9 5.5
Spain? 194 204 171 173 | 528 532 629 635| 163 186 166 16.7 6.2 5.7 6.5 6.6
Sweden? 16.0 203 197 205 | 462 627 559 553 | 147 173 172 186 4.7 7.3 8.0 7.7
Switzerland 152 138 148 163 | 418 392 387 395 | 126 113 132 149 42 3.6 4.7 5.3
Turkey . 197 272 274 . 433 591 593 . 1569 226 226 . 72 144 144
United Kingdom1 18.7 173 159 16.0 | 471 444 425 429 | 151 141 133 135 8.6 7.8 7.2 7.3
United States12 259 . 226 .| 9594 . 551 .| 206 . 191 . 13 . 106 .
OECDS3 180 188 181 184 | 466 479 487 492 | 142 153 151 154 7.3 8.2 8.7 8.7
Colombia . 355 344 333 . 621 618 598 . 307 302 296 . 194 169 16.6
Costa Rica . . 213 271 . . 837 511 . . 237 243 . . 162 16.2
Lithuania 164 167 208 202 | 364 457 543 535| 149 144 186 182 7.8 85 132 133
Brazil . 18.0 .. . . 353 . .. . 1441 . .. .. 6.4

.. Not available

Note: Please refer to the Box entitled “Major breaks in series” in the introduction to the Statistical Annex.

1. The lower age limit is 16 instead of 15. For Iceland up to 2008, Italy after 2007, Norway up to 2005 and Sweden up to 2006.

2. Data cover dependent employment.

3. Weighted average.

Source: OECD Employment Database, www.oecd.org/employment/emp/onlineoecdemploymentdatabase.htm and www.oecd.org/els/emp/
Ifsnotes_sources.pdf.
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STATISTICAL ANNEX

Table K3. Incidence of job tenure, less than 12 months - Women
As a percentage of the female population in each age group

Percentage
Women (15-64) Youth (15-24) Prime age (25-54) Older population (55-64)

2000 2007 2016 2017 | 2000 2007 2016 2017 | 2000 2007 2016 2017 | 2000 2007 2016 2017
Australia . 254 207 204 . 501 422 430 . 214 183 179 . 106 8.3 7.4
Austria . 163 163 163 . 396 43.0 437 . 131 136 139 . 5.1 6.0 4.6
Belgium 138 136 117 118 | 527 520 539 554 | 104 109 99 10.2 2.2 2.7 2.0 2.2
Canada 223 212 185 183 | 542 536 497 496 | 169 161 148 146 7.6 7.8 6.6 7.0
Chile . . 217 264 . . 616 59.0 . . 259 250 . . 156 1438
Czech Republic . 123 124 132 . 361 429 438 . 105 116 124 . 1041 6.3 6.7
Denmark 246 282 247 231 | 581 617 516 513 | 204 249 219 199 72 107 98 1041
Estonia . 157 168 182 . 469 584 517 . 135 151 175 . 8.1 6.4 7.9
Finland 217 219 202 211 | 679 649 606 613 | 170 185 174 185 5.8 5.8 6.5 7.5
France 159 156 135 147 | 567 572 574 576 | 128 126 114 1238 2.9 46 3.9 4.4
Germany 164 155 144 145 | 398 422 425 425 | 142 13.0 133 135 5.8 4.9 49 4.8
Greece 11.0 96 103 115 | 340 326 456 445 8.9 8.5 9.7 109 3.2 3.1 3.6 4.5
Hungary 115 115 154 142 | 304 403 473 432 9.0 102 140 130 45 4.2 9.0 8.2
Iceland? 271 242 211 222 | 601 542 490 511 | 207 197 178 191 | 101 8.2 4.7 5.5
Ireland 226 203 159 172 | 502 498 519 508 | 157 151 138 142 7.7 5.4 4.7 5.0
Israel . . . . . . . . . . . . . . . .
Italy? 124 135 117 116 | 377 447 463 507 | 104 122 116 114 3.3 4.0 3.8 3.8
Japan . 186 . . . 429 . . . 145 . . . 6.4 . .
Korea? . 452 340 321 . 657 642 650 . 407 287 267 . 531 364 334
Latvia L1717 127 149 . 534 507 452 . 144 109 144 . 8.3 7.0 7.5
Luxembourg 136 114 125 129 | 394 444 440 480| 115 101 109 11.0 . 2.6 04 2.2
Mexico . 268 235 244 . 503 498 506 . 216 198 209 . 114 99 102
Netherlands . 105 178 184 . 377 483 489 . 83 134 1441 . 2.3 4.4 49
New Zealand . . . . . . . . . . . . . . . .
Norway . 217 153 155 . 539 411 431 . 183 134 135 . 4.5 3.3 3.1
Poland 127 155 122 120 | 424 499 440 448 97 125 111 107 5.8 5.6 43 4.6
Portugal 142 133 146 152 | 399 421 617 603 | 11.8 118 132 140 2.5 3.7 45 5.2
Slovak Republic . 121 126 132 . 370 444 432 . 95 119 122 . 8.6 5.9 7.8
Slovenia . 143 121 144 . 535 497 555 . 111 103 126 . 2.3 4.4 4.8
Spain? 243 239 174 185 | 570 585 642 66.1| 204 215 170 179 7.3 6.8 5.3 55
Sweden! 157 205 214 219 | 527 683 623 613 | 133 166 183 19.2 4.4 5.6 8.0 8.5
Switzerland 182 174 177 192 | 476 438 426 475| 145 143 157 170 3.5 5.0 6.0 5.9
Turkey . 195 269 271 . 382 541 552 . 151 222 227 . 43 138 130
United Kingdom? 211 186 175 175 | 499 476 451 448 | 173 150 146 149 7.3 6.3 7.4 7.6
United States12 28.4 . 240 .| 642 . 579 .| 229 . 204 . 1.2 . 9.8 .
OECD3 214 212 197 204 | 512 516 517 525 | 172 174 167 174 7.7 8.6 8.3 8.4
Colombia . 402 409 394 . 697 698 677 . 354 372 3641 . 199 223 2041
Costa Rica . . 255 263 . . 481 5238 . . 238 242 . . 122 123
Lithuania 120 131 181 166 | 380 447 601 602 | 106 11.8 16.1 149 3.3 49 109 8.7
Brazil . 197 .. . . 40 . .. .. 155 . . . 6.7

.. Not available

Note: Please refer to the Box entitled “Major breaks in series” in the introduction to the Statistical Annex.

1. The lower age limit is 16 instead of 15. For Iceland up to 2008, Italy after 2007, Norway up to 2005 and Sweden up to 2006.

2. Data cover dependent employment.

3. Weighted average.

Source: OECD Employment Database, www.oecd.org/employment/emp/onlineoecdemploymentdatabase.htm and www.oecd.org/els/emp/
Ifsnotes_sources.pdf.
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STATISTICAL ANNEX

Table L. Average annual hours actually worked per person in employment
National accounts concepts unless otherwise specified

Hours per person per year

Total employment Dependent employment

1979 1983 1990 1995 2000 2007 2016 2017 | 1979 1983 1990 1995 2000 2007 2016 2017
Australia 1832 1779 1788 1799 1780 1723 1672 1676 . . . . . . .
Austria . . . 1774 1798 1725 1609 1613 . . . 1455 1509 1526 1419 .
Belgium 1727 1675 1663 1585 1595 1577 1546 .. . . . 1447 1459 1448 1424 1426
Canada 1841 1779 1797 1775 1779 1741 1706 1695|1812 1761 1782 1768 1773 1740 1715 1706
Chile . . 2422 2338 2263 2128 1974 1954 . . . . 2318 2168 2049 .
Czech Republic . . .. 1858 1896 1784 1778 1776 . . . 1987 2018 1914 1833 1805
Denmark 1564 1546 1441 1419 1466 1433 1414 1408 | 1470 1469 1381 1366 1407 1390 1416
Estonia . . . . 1978 1998 1855 1857 . . . . . . . .
Finland 1869 1823 1769 1776 1742 1691 1635 1628 . . 1666 1672 1638 1594 1602 1601
France 1787 1671 1629 1591 1550 1530 1503 1514 | 1643 1533 1514 1482 1445 1437 1423
Germany . . . 1528 1452 1424 1363 1356 . . . 1442 1360 1346 1298
Greece . 2186 2084 2111 2108 2111 2030 2018 . 1760 1761 178 1818 1780 1726 .
Hungary1 . . . 1820 1845 1795 1759 1740 . 1829 1710 1765 1795 1778 1819 1799
Iceland . . . . . . . .
Ireland . . . . 1826 1763 1739 1738
Israel . . . 1995 2017 1931 1889 1885 . . . . . . . .
I[taly . . .. 1856 1851 1818 1724 1723 . . .. 1680 1696 1652 1577 1578
Japan2 2126 2095 2031 1884 1821 178 1714 1710 . . .. 1910 1853 1808 1724 1721
Korea . . . . . . 2071 2024 . . . . . . 2052 2014
Latvia . . . . 1976 1878 1902 1875 . . . . . 1869 1674 .
Luxembourg . . . 1593 1603 1566 1519 1518 . . . 1593 1605 1570 1515 1514
Mexico . . . 2294 2311 2260 2255 2257 .. . . 2360 2360 2337 2343 2348
Netherlands 1556 1524 1451 1479 1462 1430 1437 1433 | 1512 1491 1434 1424 1394 1359 1359 1359
New Zealand . . 1809 1841 1836 1774 1752 1753 . . 1734 1766 1777 1754 1740 1751
Norway 1580 1553 1503 1483 1455 1426 1424 1419 . . . . . . .. .
Poland . . . . 1988 1976 1928 1895 . . . . 1963 1953 1890 1861
Portugal 2017 1971 1959 1893 1917 1900 1865 1863 . . 183 1778 1729 1731 1679
Slovak Republic . . . 1853 1816 1791 1740 1714 . . . . 1768 1774 1680 .
Slovenia . . . 1755 1710 1655 1667 1655 . . . .. 1606 1593 1617 1608
Spain 1954 1848 1763 1755 1753 1704 1701 1687|1864 1769 1696 1686 1705 1662 1653 1639
Sweden 1530 1546 1575 1640 1642 1612 1626 1609
Switzerland3 . . . 1720 1713 1669 1590 1570
Turkey 1964 1935 1866 1876 1937 1911 . .. . . . . . . . .
United Kingdom 1813 1711 1765 1731 1700 1677 1670 1681 | 1747 1649 1700 1695 1680 1658 1660 1669
United States 1833 1821 1833 1840 1832 179 1781 1780|1833 1828 1835 1844 1831 1797 1787 1786
OECD4 1923 1900 1879 1863 1841 1802 1765 1759 . . . . . . . .
Costa Rica . . 2358 2345 2362 2387 2205 2179 . . . . . . 2244 2246
Lithuania . . . 1729 1897 1903 188 1844 . . . . 1915 1906 1882 1840
Russian Federation . .. . 1891 1982 1999 1974 1980 .. .. . 1886 2000 2020 1996 199%

.. Not available
Note: Total hours worked per year divided by the average number of people in employment. The data are intended for comparisons of trends over time;

1.
2.
3.

4.

they are unsuitable for comparisons of the level of average annual hours of work for a given year, because of differences in their sources and method
of calculation. Part-time and part-year workers are covered as well as full-time workers.

Data for dependent employment refer to establishments in manufacturing with five or more employees.

Data for dependent employment refer to establishments with five or more regular employees.

OECD estimates on hours per worker are obtained by dividing total hours worked by SPAO-based average employment, both according to domestic
concept taken from FSO website .

Weighted average.

Source: OECD Employment Database, www.oecd.org/employment/emp/onlineoecdemploymentdatabase.htm and www.oecd.org/employment/emp/

ANNUAL-HOURS-WORKED.pdf.
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STATISTICAL ANNEX

Table M1. Incidence of long-term unemployment, 12 months and over - Total
As a percentage of total unemployment in each age group

Percentage
Total (15+) Youth (15-24) Prime(25-54) Older population (55+)

2000 2007 2016 2017 | 2000 2007 2016 2017 | 2000 2007 2016 2017 | 2000 2007 2016 2017
Australia 259 154 237 235 | 149 99 182 171 | 307 172 244 252 | 456 305 385 359
Austria 258 272 323 334 | 127 134 181 152 | 255 302 340 356 | 497 581 534 556
Belgium 542 504 520 50.0 | 291 297 314 268 | 619 548 534 527 | 794 803 832 729
Canada 11.2 70 116 121 4.0 1.5 4.9 54| 140 89 123 126 | 186 123 196 20.0
Czech Republic 488 534 432 360 | 378 336 245 198 | 533 583 452 383 | 456 517 546 432
Denmark 217 161 225 229 2.1 4.2 8.2 65| 247 166 269 270 | 412 383 392 449
Estonia 451 498 316 335 | 263 305 204 151 | 494 527 300 344 | 525 735 439 472
Finland 290 230 266 249 8.8 5.5 8.0 61| 340 259 305 283 | 565 476 448 447
France 426 399 444 440 | 206 246 277 275 | 453 430 463 459 | 697 677 668 652
Germany 515 566 412 419 235 322 219 228 | 51.0 575 413 424 | 691 769 579 587
Greece 547 497 720 728 | 502 414 533 542 | 569 515 73.0 736 | 562 595 833 847
Hungary 489 475 473 413 | 378 36.6 281 226 | 526 496 486 432 | 579 543 680 585
Iceland!2 11.8 8.0 8.8 9.2 .. . 1.2 56 | 17.0 8.6 101 9.0 | 330 568 235 227
Ireland 373 300 553 470 199 210 350 285 | 449 335 576 507 | 476 424 756 663
Israel 120 249 135 116 6.1 132 5.2 54| 135 273 133 123 | 218 416 301 192
Italy2 618 475 583 588 | 575 411 524 538 | 638 494 593 594 | 637 534 638 637
Japan 265 320 395 367 | 215 200 346 217 | 225 331 417 411 | 360 396 362 333
Korea! 2.3 0.6 0.9 1.3 0.9 0.4 0.5 0.2 2.8 0.7 1.1 1.7 29 . 0.7 1.0
Latvia 586 271 426 385 | 434 111 294 134 | 613 306 427 408 | 675 384 521 457
Luxembourg? 224 287 395 426 | 143 230 114 147 | 249 299 415 451 | 264 437 822 893
Mexico 1.2 1.9 2.0 2.0 0.9 0.9 1.4 1.2 1.2 2.1 2.1 2.3 43 6.8 4.2 2.8
Netherlands . 394 427 407 . 126 171 139 . 441 446 424 . 744 695 699
New Zealand 19.9 6.0 141 156 9.8 2.4 6.5 6.5 | 231 86 174 203 | 448 158 290 318
Norway?:2 5.3 88 125 156 1.3 2.6 3.8 6.7 73 118 149 187 | 141 195 273 277
Poland 379 459 350 31.0| 280 300 245 214 | 415 506 368 325 | 442 57.0 456 422
Portugal 422 472 554 500 | 212 274 294 265 | 479 496 576 514 | 685 678 754 713
Slovak Republic 546 708 566 588 | 431 539 447 418 | 599 745 586 616 | 601 826 618 66.8
Slovenia 614 457 545 484 | 424 292 474 336 | 679 498 524 479 | 862 574 834 668
Spain2 417 204 484 445 293 101 289 265 | 450 212 486 441 | 580 468 692 659
Sweden? 264 128 168 16.8 8.9 3.5 3.9 45| 266 164 205 196 | 493 278 320 330
Switzerland 290 408 394 379 . . . . . . . . . . . .
Turkey 211 303 206 219 | 198 266 143 147 | 218 322 222 242 | 314 410 36.0 351
United Kingdom?2 ~ 26.7 238 272 260 | 123 157 170 157 | 329 284 302 294 434 355 446 406
United States? 6.0 100 17.0 1541 3.9 65 104 8.1 66 111 184 162 | 119 143 242 231
OECD3 310 282 324 310| 197 162 185 17.0| 343 317 353 340 | 431 405 431 415
Colombia . 120 7.3 8.4 . 8.4 43 5.0 . 142 8.6 9.8 . 163 125 1441
Costa Rica . . 167 147 . . 142 128 . . 184 159 . . 182 172
Lithuania 498 324 386 381 | 431 211 144 127 | 514 330 406 395 | 520 456 499 496
Russian Fed. 46.2 406 296 304 | 326 286 203 184 | 502 459 321 332 | 628 442 348 371
South Africa . 577 588 604 . 362 351 360 . 618 614 63.1 . 805 709 707

.. Not available

Note: For country details related to data on unemployment by duration of job search, see www.oecd.org/els/emp/lfsnotes_sources.pdf. Persons for whom
no duration of unemployment was specified are excluded from the total used in the calculation.
Please refer to the Box entitled “Major breaks in series” in the introduction to the Statistical Annex.

. Data based on small sample sizes.

. The lower age limit is 16 instead of 15. For Iceland up to 2008, Italy after 2007, Norway up to 2005 and Sweden up to 2006.

. Weighted average.

ource: OECD Employment Database, www.oecd.org/employment/emp/onlinececdemploymentdatabase.htm and www.oecd.org/els/emp/
Ifsnotes_sources.pdf.
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STATISTICAL ANNEX

Table M2. Incidence of long-term unemployment, 12 months and over - Men
As a percentage of male unemployment in each age group

Percentage
Men (15+) Youth (15-24) Prime(25-54) Older population (55+)

2000 2007 2016 2017 | 2000 2007 2016 2017 | 2000 2007 2016 2017 | 2000 2007 2016 2017
Australia 288 164 249 250 156 100 199 184 | 339 189 252 272 | 495 307 379 3638
Austria 281 269 343 337 | 100 140 205 165 | 272 292 356 353 | 564 571 534 554
Belgium 541 493 527 522\ 272 301 307 307 | 628 53.0 550 546 | 751 802 853 775
Canada 12.3 81 125 130 44 1.5 54 58| 156 108 134 139 | 204 117 201 205
Czech Republic 475 517 428 362 | 372 354 247 187 | 533 565 450 401 | 452 549 542 420
Denmark 210 156 232 240 0.9 3.3 8.1 72| 262 176 297 288 | 388 354 38.0 438
Estonia 471 533 328 360 | 313 338 176 166 | 512 552 322 354 | 513 804 476 56.9
Finland 322 265 290 279 8.8 59 103 84| 391 302 337 325 | 583 524 445 432
France 412 402 464 457 | 200 288 302 293 | 438 421 480 478 | 687 668 698 67.8
Germany 501 567 431 438 | 237 335 238 251 | 491 579 439 445 | 690 762 588 603
Greece 480 415 7.2 708 | 429 328 543 547 | 499 425 712 707 | 558 58.0 843 834
Hungary 511 472 465 418 | 407 380 308 284 | 544 489 470 425 | 629 547 674 590
Iceland!2 8.7 9.5 9.5 8.7 .. . . 23| 171 143 129 113 . . . .
Ireland 46.7 354 615 515 | 215 248 390 314 | 561 396 642 555 | 585 448 798 73.0
Israel 135 289 146 119 81 157 5.2 48 | 137 310 133 121 | 255 444 326 210
Italy? 618 456 581 59.7| 567 41.0 529 552 | 640 467 586 60.0| 670 542 647 654
Japan 30.7 403 496 471 | 263 240 400 25.0 | 294 43.0 548 547 | 356 447 424 393
Korea! 3.1 0.7 1.1 1.3 1.4 0.3 0.1 0.1 35 0.9 1.3 1.6 34 . 1.1 1.2
Latvia 588 301 461 416 | 467 116 336 224 | 611 372 472 441 | 648 293 542 458
Luxembourg? 264 354 427 486 | 204 305 . 161 287 365 466 53.1 . . . .
Mexico 0.6 2.0 22 1.9 . 0.8 1.5 1.4 05 2.1 2.4 2.0 5.3 7.5 3.9 3.0
Netherlands . 418 435 404 . 122 181 144 . 459 451 407 . 753 695 689
New Zealand 23.7 66 149 169 | 121 2.3 7.1 67| 274 100 190 233 | 476 182 292 3438
Norway?:2 69 102 135 172 1.3 31 4.6 8.7 93 144 162 201 | 166 185 247 263
Poland 341 458 358 319 | 255 31.0 254 235 | 373 499 376 329 | 433 572 466 420
Portugal 439 476 574 506 | 203 262 326 274 | 475 501 593 514 | 739 66.6 749 713
Slovak Republic 541 723 591 621 | 439 578 484 487 | 592 756 620 654 | 593 865 594 638
Slovenia 628 453 552 538 | 417 278 461 408 | 689 511 526 512 | 868 579 81.0 759
Spain2 353 174 461 425 | 255 86 292 271 | 359 174 455 414 | 589 423 675 64.1
Sweden? 293 142 178 188 | 11.0 3.3 45 58| 301 189 217 212 | 486 281 327 364
Switzerland 282 379 384 364 . . . . . . . . . . . .
Turkey 181 270 173 175| 160 233 123 116| 190 283 174 181 | 314 404 353 348
United Kingdom?2 ~ 32.6 285 304 288 | 146 189 191 186 | 402 347 346 334 | 49.0 396 483 404
United States? 6.7 107 186 1565 4.5 76 122 8.7 6.7 114 197 166 | 156 168 265 244
OECD3 299 283 325 308 188 168 195 176 | 327 313 350 335 | 432 413 438 419
Colombia . 108 6.3 7.1 . 8.3 4.2 4.0 . 120 6.5 7.8 . 160 117 139
Costa Rica . . 101 9.8 . . 10 6.5 . . 88 11.2 . . 130 164
Lithuania 514 349 378 379 | 502 229 176 157 | 520 346 402 397 | 492 533 475 490
Russian Fed. 427 391 286 299 | 312 284 201 19.0 | 457 437 307 323 | 592 444 351 370
South Africa .. 526 537 56.6 . 342 312 337 .. 555 558 589 . 807 704 695

.. Not available

Note: For country details related to data on unemployment by duration of job search, see www.oecd.org/els/emp/lfsnotes_sources.pdf. Persons for whom
no duration of unemployment was specified are excluded from the total used in the calculation.
Please refer to the Box entitled “Major breaks in series” in the introduction to the Statistical Annex.

. Data based on small sample sizes.

. The lower age limit is 16 instead of 15. For Iceland up to 2008, Italy after 2007, Norway up to 2005 and Sweden up to 2006.

. Weighted average.

ource: OECD Employment Database, www.oecd.org/employment/emp/onlinececdemploymentdatabase.htm and www.oecd.org/els/emp/
Ifsnotes_sources.pdf.
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STATISTICAL ANNEX

Table M3. Incidence of long-term unemployment, 12 months and over - Women
As a percentage of female unemployment in each age group

Percentage
Women (15+) Youth (15-24) Prime(25-54) Older population (55+)

2000 2007 2016 2017 | 2000 2007 2016 2017 | 2000 2007 2016 2017 | 2000 2007 2016 2017
Australia 219 144 224 218 | 141 99 159 156 | 264 156 235 233 | 339 302 396 345
Austria 228 276 297 331 | 165 128 149 133 | 235 311 319 36.0| 317 596 535 559
Belgium 543 514 512 475 308 293 325 212 | 613 566 514 505 | 891 803 81.0 680
Canada 9.8 57 103 109 3.5 1.4 41 47 | 1241 66 109 109 | 158 131 189 193
Czech Republic 498 547 437 358 | 385 311 243 211 | 533 594 452 37.0| 463 466 552 443
Denmark 224 166 218 217 3.5 5.3 8.4 57| 244 158 246 252 | 439 410 406 46.2
Estonia 426 444 301 303 | 194 228 252 126 | 473 499 272 333 | 549 296 398 339
Finland 262 195 238 214 8.8 5.0 54 36| 296 218 268 234 | 545 422 451 465
France 437 397 422 422 211 199 247 250 | 465 439 445 441 | 707 688 629 619
Germany 531 565 385 392 232 304 189 193 | 529 570 379 393 | 691 778 568 56.5
Greece 592 544 727 745 | 551 467 523 538 | 612 563 744 759 | 570 616 817 865
Hungary 457 479 483 408 | 331 347 246 162 | 501 503 504 438 | 375 536 687 581
Iceland1.2 14.1 5.7 8.1 9.9 . . 26 107 | 16.9 2.7 7.7 6.5 . . . .
Ireland 230 217 450 413 181 155 290 244 | 262 239 471 445 | 199 372 653 578
Israel 104 209 124 112 42 1.2 583 6.0 132 238 133 126 | 124 363 258 163
Italy? 618 492 586 578 | 583 411 517 519 | 636 515 600 588 | 561 516 622 60.8
Japan 171 194 241 219 | 148 150 273 182 | 138 206 241 229 | 375 200 214 214
Korea! 0.8 0.3 0.7 1.3 0.5 0.5 0.7 0.3 0.9 0.2 1.0 1.8 1.1 . . 0.6
Latvia 583 234 380 346 | 393 104 16.6 .| 615 228 376 36.7| 720 472 493 456
Luxembourg? 188 223 362 36.2 84 148 211 127 | 219 240 363 372 . . . ;
Mexico 2.0 1.7 1.6 2.1 2.1 1.1 1.4 0.9 1.9 2.1 1.6 2.7 . 2.9 5.6 1.7
Netherlands . 371 420 409 . 130 160 135 . 427 442 438 . 728 696 712
New Zealand 14.9 54 134 145 7.0 2.4 5.7 6.2 | 181 75 161 181 | 375 125 288 286
Norway?:2 3.3 71 109 135 1.4 2.0 2.6 4.0 4.4 92 130 168 93 214 335 309
Poland 413 460 340 300 | 307 290 233 186 | 451 513 361 32.0| 457 567 435 425
Portugal 410 469 534 494 | 218 283 259 256 | 482 493 561 513 | 586 696 764 712
Slovak Republic 55.1 694 542 551 | 420 485 401 321 | 605 735 553 573 | 633 758 642 69.6
Slovenia 598 461 538 436 | 430 311 492 258 | 669 489 521 454 | 829 567 891 50.1
Spain? 463 228 506 464 | 324 113 286 257 | 508 240 513 463 | 563 522 712 679
Sweden? 228 113 156 144 6.4 3.7 3.3 29| 221 140 191 178 | 503 273 311 283
Switzerland 29.7 43.0 406 394 . . . . . . . . . . . .
Turkey 298 389 2565 280 | 285 329 170 185 | 313 438 292 325 . 500 409 375
United Kingdom?2 181 17.6 234 227 94 112 139 118 | 226 214 258 255 | 283 257 39.0 409
United States? 5.3 9.0 152 146 341 5.1 7.9 7.3 64 107 169 158 74 112 214 217
OECD3 323 282 322 311| 208 153 172 163 | 360 322 356 345 | 428 393 420 408
Colombia . 1341 8.1 9.4 . 8.6 43 5.9 . 161 100 112 . 174 142 146
Costa Rica . . 238 200 . . 179 198 . . 2712 200 . . 362 211
Lithuania 477 299 397 384 | 314 193 8.0 64| 507 315 411 391 | 580 363 530 502
Russian Fed. 500 424 306 31.0| 342 287 204 176 | 551 483 335 342 | 674 439 344 372
South Africa . 623 646 649 . 383 398 386 .. 669 67.7 679 . 198 722 726

.. Not available

Note: For country details related to data on unemployment by duration of job search, see www.oecd.org/els/emp/lfsnotes_sources.pdf. Persons for whom
no duration of unemployment was specified are excluded from the total used in the calculation.
Please refer to the Box entitled “Major breaks in series” in the introduction to the Statistical Annex.

. Data based on small sample sizes.

. The lower age limit is 16 instead of 15. For Iceland up to 2008, Italy after 2007, Norway up to 2005 and Sweden up to 2006.

. Weighted average.

ource: OECD Employment Database, www.oecd.org/employment/emp/onlinececdemploymentdatabase.htm and www.oecd.org/els/emp/
Ifsnotes_sources.pdf.
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STATISTICAL ANNEX

Table N. Real average annual wages and real unit labour costs in the total economy
Annualised growth rates

Average Average wage (%)4 Unit labour costs (%)%
wages in
ZOSIZPU§D 2000-07 2007-17 2007 2016 2017 | 2000-07 2007-17 2007 2016 2017
s

Australia 49 126 1.2 0.5 2.8 0.1 -1.0 1.0 -0.2 2.2 -0.7 -0.5
Austria 50 349 0.8 0.5 0.5 1.3 0.0 -1.1 0.4 -1.1 11 -1.6
Belgium 49 675 0.2 0.2 -0.5 -0.4 -0.7 -0.5 0.0 -1.0 -1.6 -0.5
Canada 47 622 1.6 1.1 2.4 -0.6 0.5 0.9 0.3 2.4 -0.8 -0.3
Chile! 25879 1.1 2.0 0.4 1.8 -1.3 -0.6 1.5 1.7 0.5 1.3
Czech Republic 25372 47 1.5 3.0 41 43 0.8 0.3 -0.1 2.8 1.0
Denmark 51 466 1.7 0.9 1.1 1.4 -0.7 1.1 0.0 3.6 0.6 -0.4
Estonia 24 336 8.1 1.4 16.1 4.8 1.7 1.8 0.8 7.6 2.5 -0.8
Finland 42 964 1.9 0.4 1.5 0.6 -04 -0.1 0.2 -1.5 -1.2 -2.5
France 43 755 1.2 1.0 0.4 1.1 1.2 0.1 0.5 -0.5 0.7 -0.2
Germany 47 585 0.2 1.2 -0.2 1.5 1.0 -1.9 1.0 -2.2 1.3 0.1
Greece 26 064 2.6 -2.2 0.0 0.0 -1.0 1.6 -0.4 0.4 1.2 -0.1
Hungary 22 576 45 0.4 -1.5 45 8.4 0.8 -0.3 -0.9 4.8 3.4
Iceland? 61787 3.0 1.0 2.6 8.4 10.1 1.1 0.1 -0.5 3.0 7.5
Ireland 47 653 3.0 0.2 3.1 0.8 1.5 1.2 -3.2 1.6 -04 -3.5
Israel 35067 -0.3 0.7 1.9 3.2 2.9 -0.5 0.1 -0.2 1.8 2.3
I[taly 36 658 0.5 -0.2 -0.1 0.7 -1.0 0.6 0.3 0.0 1.3 -04
Japan 40 863 -0.2 0.1 -0.2 1.7 0.4 -1.0 0.2 -0.6 2.2 0.2
Korea 35191 2.5 0.9 1.7 3.4 1.8 0.5 0.0 -0.1 1.2 -0.6
Latvia 23 683 9.2 1.9 23.4 5.3 4.2 2.4 0.2 15.0 2.7 0.5
Luxembourg 63 062 1.1 0.9 2.6 0.2 1.6 0.7 1.6 -1.6 0.7 2.0
Mexico? 15314 1.2 -0.7 0.4 -0.5 -0.6 -1.7 -1.5 -4.6 -3.6 -1.3
Netherlands 52 877 0.8 0.5 1.1 0.2 -0.8 -0.7 -0.1 0.0 0.0 -1.0
New Zealand? 40 043 2.7 0.8 59 3.1 0.9 2.1 0.1 2.7 -0.1 0.6
Norway 51212 3.1 1.3 4.3 -1.6 0.8 2.3 1.4 6.5 -2.6 0.0
Poland 27 046 0.9 2.3 2.5 49 45 -1.6 0.6 1.7 3.1 1.0
Portugal 25 367 -0.3 -0.2 0.7 0.8 0.0 -0.7 -0.4 -1.7 1.6 0.6
Slovak Republic 24 328 3.5 1.9 6.1 34 2.2 -2.6 0.4 -2.9 2.1 1.8
Slovenia 34 933 2.9 0.8 2.2 3.1 0.6 -0.3 -0.1 -1.2 2.4 -1.5
Spain 38 507 0.1 0.5 1.3 -0.4 -1.8 0.5 -1.0 1.3 -0.3 -1.5
Sweden 42 393 1.9 1.2 3.2 1.7 0.6 0.2 0.8 2.6 0.9 0.2
Switzerland 62 283 1.1 0.6 1.5 -0.2 -0.1 0.2 1.0 0.0 0.0 -0.3
Turkey . . . . . . . . . . .
United Kingdom 43732 2.4 -0.3 2.9 1.3 0.0 1.2 -0.6 1.6 0.8 0.3
United States 60 558 1.2 0.5 2.0 0.0 -0.2 -0.4 -0.2 0.9 0.1 -0.7
OECD2 45 056 1.1 0.5 1.3 0.9 0.3 -0.5 0.0 0.3 0.5 -0.5
Lithuania 24 287 9.0 2.6 10.2 5.3 7.6 -0.2 0.3 -0.4 0.8 -0.4

.. Not available

Note: Average annual wages per full-time equivalent dependent employee are obtained by dividing the national-accounts-based total wage bill by the

average number of employees in the total economy, which is then multiplied by the ratio of average usual weekly hours per full-time employee to

average usual weekly hours for all employees. For more details, see: http://www.oecd.org/employment/emp/average_wages.pdf.

Real compensation per employee (instead of real wages).

The OECD average wages and real wage growth are a weighted average based on dependent employment weights in 2017 for the countries shown.

Average wages are converted in USD PPPs using estimated 2017 USD PPPs for private consumption.

Average annual wages and unit labour costs are deflated by a price deflator for private final consumption expenditures in 2017 prices.

ource: OECD Employment Database, www.oecd.org/employment/emp/onlinececdemploymentdatabase.htm and www.oecd.org/els/emp/
Ifsnotes_sources.pdf.
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STATISTICAL ANNEX

Table O. Earnings dispersion and incidence of high and low pay

Earnings dispersion3 Incidence of
o9th to 1stearnings deciles ~ 9th to 5th earnings deciles | 5t to 1st earnings deciles Low pay High pay
Ratio Ratio Ratio %4 %5

2006 2016 2006 2016 2006 2016 2006 2016 2006 2016
Australia 3.26 3.32 1.90 1.99 1.71 1.67 15.2 156.7 . .
Austria 3.30 3.27 1.92 1.95 1.72 1.68 15.8 15.4 20.2 20.9
Belgium 2.43 2.36 1.74 1.72 1.39 1.37 6.3 4.6 12.8 13.5
Canada 3.74 3.7 1.87 1.88 2.00 1.97 22.5 22.3 11.0 8.5
Chile 4.76 4.32 2.78 2.71 1.71 1.59 13.0 11.9 27.5 26.4
Czech Republic? 3.45 3.46 1.83 1.82 1.88 1.90 19.7 19.8 . .
Denmark 2.43 2.57 1.71 1.75 1.43 1.46 7.6 8.2 2.5 2.9
Estonia 4.39 3.78 2.14 1.97 2.05 1.92 22.9 22.1 25.8 22.7
Finland 2.47 2.50 1.73 1.75 1.43 1.43 7.5 71 16.1 16.6
France 2.96 3.06 2.00 2.04 1.48 1.50 7.6 9.1 19.2 19.1
Germany 3.35 3.33 1.78 1.82 1.88 1.84 18.3 18.9 18.1 18.0
Greece 3.33 3.27 1.94 1.95 1.71 1.68 20.0 15.8 19.8 20.2
Hungary 4.56 3.73 2.34 2.22 1.94 1.68 23.1 19.6 . .
Iceland 3.10 2.99 1.77 1.78 1.75 1.68 17.1 14.9 16.7 17.1
Ireland 3.92 3.79 2.05 2.00 1.91 1.89 21.2 225 . .
Israel . 7.22 . 2.75 . 2.63 . 26.4 . 30.2
Italy 2.31 2.25 1.59 1.50 1.45 1.50 9.3 7.7 12.1 9.0
Japan 3.1 2.85 1.86 1.82 1.67 1.56 16.1 12.7
Korea 5.12 4.50 2.42 2.36 2.12 1.91 24.9 23.5 . .
Latvia 5.99 4.00 2.45 2.15 2.44 1.86 31.6 26.0 30.8 25.4
Luxembourg 3.22 3.15 1.99 2.07 1.62 1.52 14.8 12.2 22.3 244
Mexico 4.00 3.33 2.13 1.94 1.88 1.72 16.3 16.1 23.1 19.5
Netherlands 2.88 3.02 1.78 1.86 1.62 1.62 14.0 14.5 18.8 19.2
New Zealand 2.84 2.86 1.78 1.88 1.60 1.53 14.6 11.2
Norway 2.15 2.55 1.46 1.52 1.48 1.68 . .
Poland 432 3.81 2.11 2.05 2.05 1.86 235 21.7 . .
Portugal 4.29 3.95 2.67 2.57 1.60 1.54 15.6 11.4 26.8 284
Slovak Republic 3.51 3.49 2.01 1.99 1.75 1.76 18.0 19.0 . .
Slovenia 3.73 3.33 2.08 2.00 1.79 1.67 19.6 19.2 24.6 232
Spain 3.10 3.12 1.99 1.94 1.56 1.61 12.3 14.6 23.6 22.8
Sweden 2.31 2.28 1.67 1.67 1.38 1.36 . .
Switzerland 2.70 2.65 1.80 1.78 1.50 1.49 11.4 10.2 . .
Turkey 410 3.53 3.56 2.85 1.15 1.24 0.5 0.8 33.5 28.9
United Kingdom? 3.62 3.42 1.99 1.96 1.82 1.74 20.7 19.3
United States 4.84 5.05 2.30 2.41 2.10 2.10 24.2 249 . .
OECD? 3.52 3.42 2.03 2.01 1.72 1.69 16.4 15.7 20.3 19.9
Colombia 7.04 451 2.99 2.71 2.35 1.67 26.9 24.2 22.1 12.7
Costa Rica 5.38 5.00 2.80 2.93 1.92 1.71 18.1 14.7 27.6 26.1
Lithuania 4.58 3.78 2.22 2.11 2.06 1.79 27.2 21.3 27.7 25.8

.. Not available
Note: Estimates of earnings used in the calculations refer to gross earnings of full-time wage and salary workers. Country-specific variations from this

1.

2.

3.

4.

5.

definition as well as national data sources and earnings concepts can be found at: http://stats.oecd.org//Index.aspx?Queryld=18974.

For the Czech Republic and the United Kingdom, there are breaks in the series. In both cases, data were spliced from new-to-old series to remove the
breaks.

Unweighted average for the above countries.

Earnings dispersion is measured by the ratio of 9th to 1st deciles limits of earnings, 9th to 5th deciles and 5th to 1st deciles. Year 2006 refers to 2007 for
Colombia and 2010 for Costa Rica. Year 2016 refers to 2013 for Sweden; to 2014 for Estonia, Latvia, Lithuania, Luxembourg, the Netherlands, Slovenia,
Spain and Turkey; and to 2015 for Belgium, Chile, France, Iceland, Israel and Norway.

The incidence of low pay refers to the share of workers earning less than two-thirds of median earnings. See note 1. for countries with different time
periods, with the addition of France for which 2016 refers to 2014, and Switzerland for which 2006 refers to 2008.

The incidence of high pay refers to the share of workers earning more than one-and-a-half times median earnings. See note 1. for countries with
different time periods, with the addition of France for which 2016 refers to 2014.

Source: OECD Earnings Distribution Database, www.oecd.org/employment/emp/employmentdatabase-earningsandwages.htm.
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STATISTICAL ANNEX

Table P. Relative earnings: Gender, age and education gaps

Percentage
Gender2 \ Age3 Education/Skills#
Women/Men 15-24/25-54 55-64/25-54 Low/Medium High/Medium

2006 2016 2006 2016 2006 2016 2005 2015 2005 2015
Australia 17 14 40 40 0 -5 12 12 -36 -40
Austria 22 16 36 33 -17 -22 . 24 . -52
Belgium 10 5 30 35 -26 -28 10 13 -32 -36
Canada 21 18 42 42 -3 -1 23 16 -34 -32
Chile 6 21 44 42 -10 3 . 30 . -133
Czech Republic 15 16 35 33 -2 2 . 25 . -80
Denmark 10 6 36 40 -2 -2 .. 11 . -25
Estonia 30 28 17 28 19 19 15 11 -24 =27
Finland 19 16 32 31 -6 -3 4 1 -43 -34
France 14 13 36 36 -32 -18 . 11 . -46
Germany 18 16 46 41 -9 -10 . 21 . -54
Greece 12 4 35 40 -31 -27 . 22 . -35
Hungary 0 9 37 36 -17 0 . 25 . -95
Iceland 12 10 37 38 2 -1 . . . .
Ireland 14 11 46 54 -6 -13 17 2 -72 -56
Israel . 19 . 73 . -16 . 26 . -62
Italy 8 6 32 24 -29 -20 .. 17 . -40
Japan 33 25 44 41 -1 0 . . . .
Korea 40 37 44 43 10 9 9 19 -33 -45
Latvia 11 21 19 21 12 17 . 11 . -45
Luxembourg 8 3 40 41 -34 -27 . 26 . -59
Mexico 19 16 23 29 -3 0 y 36 . -110
Netherlands 16 14 49 48 -14 -1 13 14 -47 -47
New Zealand 9 8 36 40 3 2 19 19 -23 -28
Norway 9 7 32 35 -5 -8 12 14 -26 -20
Poland 11 9 43 30 -20 1 . 16 . -62
Portugal 14 14 42 37 -14 -21 35 26 -77 -69
Slovak Republic 18 14 31 32 4 7 27 26 -42 -69
Slovenia 7 5 36 34 -31 -14 .. 20 . -71
Spain 14 12 34 34 -22 -17 17 20 -35 -42
Sweden 15 13 28 30 -10 -8 .. 17 . -16
Switzerland 21 15 38 37 -10 -13 . 23 . -43
Turkey 3 7 41 36 -60 -27 . 26 . -66
United Kingdom 22 17 49 47 5 3 . 23 . -48
United States 19 18 47 49 -8 -1 .. 28 . -71
OECD? 15 14 37 38 -1 -7 . 19 . -53
Colombia 1 7 45 40 -10 -19 .. 31 . -124
Costa Rica 5 2 38 37 -18 -29 . 24 . -108
Lithuania 16 12 20 27 3 5 .. 11 . -68

.. Not available

1.
2.

Unweighted average for the above countries.

See note to Table O. The gender wage gap is unadjusted and is calculated as the difference between median earnings of men and women relative to
median earnings of men. Year 2006 refers to 2007 for Colombia and 2011 for Costa Rica. Year 2016 refers to 2013 for Sweden; to 2014 for Estonia, Latvia,
Lithuania, Luxembourg, the Netherlands, Slovenia, Spain and Turkey; and to 2015 for Belgium, Chile, France, Iceland, Israel and Norway.

Age wage gaps are calculated as the difference between mean earnings of 25-54 year-olds and that of 15-24 year-olds (respectively 55-64 year-olds)
relative to mean earnings of 25-54 year-olds. Data refer to 55-year-olds and over for Hungary and Norway. Year 2006 refers to 2009 for the Slovak
Republic, 2010 for Costa Rica and Greece, and 2011 for Colombia. Year 2016 refers to 2014 for Austria, Estonia, France, Iceland, Latvia, Lithuania,
Luxembourg, the Netherlands, Slovenia, Spain and Turkey; and to 2015 for Belgium, Chile, Israel and Norway.

Earnings by skill (or education) levels refer to mean annual full-time earnings of 25-64 year-old employees. Earnings gaps by skill levels are calculated
as the difference between mean earnings of medium-skilled employees and low- (respectively high-) skilled employees relative to mean earnings of
medium-skilled employees. The skill levels are based on the International Standard Classification of Education (ISCED, 2011), except for Korea which
refers to ISCED, 1997. Low skills correspond to less than upper secondary; Medium skills to upper secondary and post-secondary non-tertiary; and High
skills to tertiary education. For Korea, tertiary education refers to ISCED, 1997 Levels 5 and 6. Year 2005 refers to 2006 for Korea.Year 2015 refers to 2013
for France and Italy; and to 2014 for Canada, Denmark, Finland, Lithuania, Luxembourg, the Netherlands, Portugal and Spain.

Source: OECD Earnings Distribution Database, www.oecd.org/employment/emp/employmentdatabase-earningsandwages.htm for earnings gap by gender

and age; and OECD (2017), Education at a Glance 2017: OECD Indicators, OECD Publishing, http://dx.doi.org/10.1787/eag-2017-en for earnings gaps by
skills or education levels. For Korea, data on earnings by education are provided by national authorities.
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STATISTICAL ANNEX

Table Q. Public expenditure and participant stocks in labour market programmes in OECD countries

Percentage
Public expenditure (% of GDP) Participant stocks (% of labour force)
of which: .
Total Active Aptive measures not Passive Ai?]té\lﬁd??]%a;légsaggt Passive
programmes mcludllng PES_ and programmes administraion programmes
administration
2015 2016 2015 2016 2015 2016 2015 2016 2015 2016 2015 2016
Australia 0.91 0.89 0.23 0.24 0.09 0.09 0.68 0.65 2.22 218 6.59 6.51
Austria 2.23 2.29 0.74 0.77 0.57 0.59 1.49 1.53 3.4 3.51 7.84 7.79
Belgium 2.43 2.31 0.72 0.73 0.52 0.53 1.71 1.58 6.91 8.59 14.13 13.17
Canada 0.86 0.90 0.24 0.25 0.12 0.12 0.62 0.65 0.52 0.57 2.80 2.89
Chile 0.53 0.57 017 0.17 0.13 0.14 0.36 0.40 . .. 2.08 2.03
Czech Republic 0.62 0.54 0.43 0.36 0.31 0.25 0.19 0.18 1.68 1.45 1.92 1.83
Denmark 3.33 3.22 2.05 2.07 1.66 1.66 1.28 1.15 6.63 710 5.16 4.53
Estonia 0.64 0.78 0.22 0.32 0.10 0.18 0.43 0.46 0.61 0.71 2.20 2.28
Finland 2.94 2.84 1.00 0.99 0.85 0.85 1.93 1.85 4.63 4.71 11.85 11.82
France 2.98 . 1.01 . 0.76 . 1.98 . 6.54 . 13.78 .
Germany 1.51 1.45 0.63 0.63 0.27 0.26 0.88 0.82 2.92 1.81 6.37 6.00
Greece . . . . 0.24 . 0.49 . . . . .
Hungary 1.14 1.18 0.90 0.94 0.83 0.88 0.25 0.24 5.48 5.74 4.05 3.85
Iceland . . . . . . . . . . . .
Ireland 1.83 1.57 0.58 0.50 0.49 0.42 1.25 1.07 4.25 3.49 14.40 12.42
Israel 0.68 0.63 0.16 0.16 0.14 0.14 0.52 0.47 4.00 411 4.63 4.24
I[taly 1.80 . 0.51 . 0.42 . 1.29 . . . 5.21 5.43
Japan 0.32 0.30 0.14 0.14 0.08 0.08 017 0.16
Korea 0.68 0.70 0.36 0.37 0.32 0.33 0.32 0.33 . . . .
Latvia 0.56 0.64 0.14 0.19 0.10 0.14 0.41 0.45 0.77 1.02 3.70 3.80
Luxembourg 1.34 1.41 0.66 0.80 0.59 0.74 0.68 0.61 8.70 10.02 3.90 3.82
Mexico 0.01 0.01 0.01 0.01 0.00n 0.01 0.00n 0.00n . . . .
Netherlands 2.60 2.40 0.77 0.72 0.52 0.49 1.82 1.68 3.99 3.84 9.56 9.39
New Zealand 0.67 0.62 0.33 0.30 0.15 0.14 0.35 0.32 2.09 1.87 2.66 2.51
Norway 0.97 1.06 0.52 0.53 0.39 0.38 0.46 0.53 1.93 1.88 2.42 2.72
Poland 0.74 0.69 0.46 0.45 0.39 0.37 0.27 0.24 3.68 3.77 2.39 2.20
Portugal 1.91 1.68 0.55 0.48 0.48 0.41 1.36 1.21 5.60 418 7.14 6.39
Slovak Republic 0.53 0.60 0.20 0.26 0.16 0.21 0.34 0.35 2.10 2.57 1.93 2.00
Slovenia 0.76 0.74 0.24 0.24 0.16 0.16 0.53 0.50 1.15 0.80 2.12 2.10
Spain 2.52 . 0.60 . 0.45 . 1.92 . 8.20 . 9.56 .
Sweden 1.82 1.73 1.27 1.17 1.01 0.90 0.55 0.55 522 473 518 5.21
Switzerland 1.25 1.33 0.59 0.62 0.48 0.51 0.65 0.7 1.29 1.35 2.62 2.74
Turkey
United Kingdom . . . . . . . .
United States 0.28 0.27 0.10 0.11 0.08 0.09 0.18 0.16 . .. . .
OECD 1.33 1.31 0.53 0.54 0.40 0.40 0.79 0.77 3.78 3.79 5.78 5.59
Lithuania 0.53 0.52 0.31 0.30 0.25 0.24 0.23 0.22 1.60 1.42 2.41 2.34

.. Not available

Note: The data shown are not strictly comparable across countries or through time, since data may differ from standard definitions and methods and
certain programmes or programme categories are not always included in the data for participants stocks. OECD average has variable country
coverage. OECD average for 2016 is calculated using the latest available data. Fiscal years for Australia, Canada, Japan, New Zealand, the United
Kingdom and the United States.

n) Nil or less than 0.005

Source: For European Union countries and Norway, European Commission (2018), Labour Market Policy, http://ec.europa.eu/eurostat/web/labour-market/
labour-market-policy/database and detailed underlying data supplied to the OECD by the European Commission with certain Secretariat
adjustments. For other countries: OECD Database on Labour Market Programmes, http://dx.doi.org/10.1787/data-00312-en.
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