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Job creation, productivity and more
equality for sustained growth

Little convergence in employment rates by group between

Returns to employment are linked to

2002 and 2013 the coverage and adequacy of

unemployment benefits

10

* Convergence in labour market participation has * 50t0 64y
only been seen for women and those aged 50-64.

change in
employment rate '02-'13 (pps

The situation is worst for third-country nationals, s Femalest * There is some evidence that people receiving

workers with a low level of education (ISCED 0---2), 2 o o 54 unemployment benefits have a better chance of

and young people aged 20 to 24, who already lagged Lo, 2;{)@;%%2:3;_8] taking up a job than non-recipients, and that

behind the average in 2002 and have continued to 4 TR adequate and widely available systems of income

lag. o TR oloyment rate 2002 support do not prevent or discourage returns to
s @ s w m ow o ow employment.

Job creation: obstacles and possible solutions

-11 (%)

Employment recovers but people work less

* Obstacles: Weak demand, access to finance, lack of

from STU to employment 2010
w w B B
4
4

start-ups, skills mismatches, more part-time and o | eI /\

temporary work, in some cases labour taxation and -~ ,// \\ ...... .

employment protection legislation (EPL). But P/QVAT oo e m % e % w

changes to EPL should be supported by a range of } Va

policies such as activation and training, employment - a e oved

services, lifelong learning and adequate social ® o o o o s o w0 m b m More equa| societies withstood the
securi’.cy system.s, | Employment low-skilled sensitive to tax wedge recent Crisis better than Iess equal
e Possible solutions: Reforms and investments, . S R —

specifically in education, training, activation policies - e ones

and health, tax shifts away from labour, framework D
conditions supporting entrepreneurship, ... | T !

& sl 10%
. & PT ® I Real GDP per capita,

L 4 EL’ = % difference '13/'07
5%

¢ DE

change in tax wedge low-income earners (pps, '08-'13)
& SE ¢ AT
0% x

FR

% \::NEE ¢ PT
Higher productivity and stronger human capital needed o T

-15%

Education and life-long learning are vital

-20%

* Least educated much more affected by
Iong_term unemployment. education (% of Gpp) providing training (% of all ent.) . ¢ EL :3;/-5025({-07

Government spending on Share of enterprises

* The most resilient countries invest more in =

litelong learning. . I l . * Theoretically the effect of inequality on GDP

* Strong and continuous investment in ;] = Em g = - growth is ambiguous: higher incentives for
human capital necessary to ensure a innovation and entrepreneurship, but also lower
virtuous circle of continuous innovation Bhast competitve countries (SE, DE DK, LUy NIJ ability to accumulate human capital (education
supporting a strong knowledge-intensive World Competitveness Yearbook 2014), o o D and skills) for the poor and their children.

and technology-intensive enterprise sector.

* Recent empirical analysis suggests that income
inequality has a significant negative impact on

Structural reform and demand policies needed growth. Among Member States who were in the
EU before 2004, more equal societies withstood
« Little impact from structural reforms (such as Wage share and domestic demand growth, '08-'13 the recent crisis better than less equal ones.
institutional, product market and labour market) J— o ou
expected in weak demand environment. o B -
* But "without determined structural reforms, . -
aggregate demand measures will quickly run out of ot e o

4% ¢ IE

steam"” (ECB President Draghi).
* Demand measures (such as the investment plan) =

and StrUCtUraI refOrmS ShOUId Occur o ¢ EL : change in the wage share (pps)
simultaneously. 0

Contact persons: Isabelle.Maguet@ec.europa.eu, Guy.Lejeune@ec.europa.eu
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The legacy of the crisis:

Resilience and challenges

Various levels of resilience to the economic crisis A legacy of hardship difficult to overcome

* Long-term unemployment rose in nearly all countries and doubled overall.

* Employment and income reacted differently to the economic shock The low-skilled and young people were the most affected.
across countries, due to disparities in labour market institutions and the « The unemployed youth face risks of 'scarring' effects but education plays a
stabilising impact of welfare systems (see chart 1). protective role (see chart 3) and the share of young people staying or
* The recession generated large increases in unemployment and also had a returning to education has increased.
negative impact on job quality.  Poverty and social exclusion in the EU have worsened during the crisis.
* However, in contrast with past crises, economic participation in many The main drivers of this are long-term unemployment, labour market
countries continued to rise (see chart 2). This was driven by an increase segmentation and wage polarisation, but also the weakening of the
among women and older workers, which was supported by policy redistributive impact of tax and benefits systems.
measures that were not reversed during the recession.  Since the recession trust in institutions has decreased (see chart 4),
especially in the most affected countries and among the unemployed,
1. Real GDP, real Gross Disposable Household Income and employment, y-o-y change which can affect the ability to conduct reforms.
. o ° : 1: 3. Employment rate (ER) of those aged 20-29 no longer in education or training, five
: ¢ T g - ; I “wa ' ——  years after completing education, by cohort and level of education
Ei § 4 = g ‘2‘\ o 100 100
- 22 S SNV P 90 90
S\ S\ A | e
i\:; 4 § 4 g 4 \‘\\\‘,// //\/\\/;/ 70 — 70
. ) . . \—/ _ il § e B B B
" PR, e, Pt e e | N
| T | ) ) | 0 W " 200403 |l " 00i0s
0 W " 500805 | % " 500805
2. Ch in activity rate (15-64 dt isis (1990 and 2007) levels (i o R | B,
| e CHVITy e ( B ) CREEEER 1O PUSETISIS ( an ) evels (In ppS) 10 High level of educanon limited or no decline in ER s Medium level of education : larger decline in ER
0 m == HE E N EE EE BN . 0 S E O EE O EE B O EE o EE
—@— Spain --B-- German Sweden FU-28 DE UK i i R I S FU-28 D K : T R I S
2 ::: ;:jggzn“.“ ULSJK —I—ItaFllt]lan q 3 <J—0— Ug UK —m— \éinland lreland .
N o— o —O — « e . . . . .
: et R - 2 — - - 4. Trust in institutions over time: unemployed and whole population (in %)
0 ,y—”‘;:rz | | | /‘/ ,’,/' —-—-a
1 ‘\ L & - m — 60 :
O o= /' \
2 \\\ : - 0 0\\" | /,l,/l _ 50 |~ - /;//\\\‘“/"\\ =
-3 s\ 1 ‘Q% .’/. \\-____,” \\q/ _____ \\
. \:\\./. (/A\.—/,Al } | 0\’\‘ 40 NN \/A ~ \\\
> \\0/"”’\ e A i N A T~ g \/\\\,/*\.
5 ® 3 o S——
7 T -4 ' \/\
1991 1992 1993 1994 1995 1996 1997 1998 2008 2009 2010 2011 2012 2013 20
-=- The European Union - whole population
Early 1990's recession: drop of activity rates 2008-09 recession : continued increase in activity 10 — mg E#;ggﬁg% ggboerlr;r:wjgﬁin-p\:\%slde Sopulation
CUAFU O[3 M0 - The (national) Government - unemployed
0
w2004 A6 A8 gp.ZOl(; o ]Sp.2012] |

Improvements and challenges for social All labour market institutions matter for

investment resilience
* Some countries with high levels of social investment have maintained the * Countries with the strongest labour market performance* and resilience
resilience of their systems (e.g. in terms of long-term unemployment). combined significantly higher spending on active labour market policies,
* Investment in childcare continues and is improving, while investments in stronger activation conditionality, higher participation in lifelong learning
education and 'mostly active' unemployment measures have reduced in a and higher coverage and adequacy of unemployment benefits (see chart 6).
number of Member States.  During the crisis, countries with the lowest performance reduced the

strictness of their employment protection legislation (EPL), but did not

* While some Member States are progressing towards a social investment _ | |
improve other relevant dimensions.

model, others clearly departing from it.
* |n order to achieve better employment outcomes it is therefore important

that structural reforms address EPL, welfare systems and active labour

5. Summary developments in social investment (real terms, 2007-11) o , _ n
market policies in an integrated and coherent manner that is sensitive to

Between 2007 and 2011 the economic cycle.
Investments in 2007 in ... Decreased Stable Increased
High PT, SI, IT DK, Fl, SE L
Education Medium IE, HU, LV, UK EE, ES LT, CZ BE, MT, NL, AT, PL, CY, FR 6. Labour Market Institutions Index and labour market performance* of MS, 2012
Low BG, EL, RO SK DE, LU TOP LM
) PERFORMERS:
High DK, HU, UK SE | AT, UK. DE, DK &
, Medium EL, IE, FR, FI, ES, IT DE, AT, SK, LV ALMP expenditure SE
Active unemployment 2.0
] RO, CY, LT, CZ, PT, PL, e 15
ow ) — — BOTTOM LM
LU, BE, 51, BG PERFORMERS: EL,
High DK SE, FI ES, PL&IT
Family Medium RO, PT Sl ES, FR UK, DE, AT, NL, LU
LLL . activation conditionalities
Low EL, CY EE, IE, PL, SK IT, HU, BE, MT, LV, LT, BG
High DK FI SE
Overall Medium EL, ES, HU, IT, PT, RO, S|, UK AT, BE, DE, FR, LU, LV, NL
Legend
Low BG, CZ, LT, PL, IE, CY EE MT, SK M- labour market

LLL: lifelong learning
UB: unemployment benefits

EPL: employment protection legislation
Activation conditionalities: job-search conditionalities of unemployment benefits

UB EPL

*  Transitions out of short-term unemployment into employment and from
temporary to permanent contracts

2012

Contact persons: Laurent.Aujean®ec.europa.eu, Virginia.Maestri@ec.europa.eu, Filip.Tanay®ec.europa.eu, Celine Thevenot
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Investing in human capital and responding
to long-term societal challenges

The challenges Core strategies

 Demographic shift: EU working-age population will shrink by -0.4% p.a. 4. Early childhood education: take advantage of double dividend...
e Fast structural changes in product and factor markets
 Technological progress continues to facilitate automation and

substitution of low-profile jobs

PISA 2012: Pre-primary school participation improves achievement
in maths substantially.

220

[ -

.
[
(=
IZ‘I]_‘ -
e
[
1

470

way for higher productivity growth! 450

530 A
Our mission: stop wasting resources and pave the o A S W T- i A g P >0 ‘
' g

430 ;\ ’ .
410 E []
250 1 1
e EU2020: 1% employment growth p.a. —t. b. c. after 20207 70
* Low scenario - no further activation progress (red): EU will touch the 3% +¥—1—F—F—F—FT—T—T—T—T—T—T—T——T—T— T T—T—T—
m $ 0B QEGEY DY ELEIEEE S0 T 3YY 3
limits of growth soon # z )} 2 0 = : - +
- High scenario - best progress (bIUE): More time fOr structural FEfOrmS ONo pre-primary schoaol #1 year of pre-primary school AMore than 1 year of pre-primary schoaol

towards higher productivity through investment in human capital o .
5. ...and break the vicious circle of low performance

1. Potential employment path assuming different activity-scenarios, EU-28 Low-performing pupils stand a high risk to become low-
performing adults:
Working age Active population Active Population, Past em-
S popul. (age 20-64) "~ Low activity scenario ____ High activity scenario ployment RESUItS Of PISA 2000 VS. PIAAC 12 Vea I'S Iater
PISA score
50,0, 07Z 0 ST— R — e —
306 1 millions //_ﬁ\s\ % of working age population (20-64 years) Above-average in PISA 2000 ] Above-average in PISA 2000
/// §\\\\ — Below-average in Survey of Adult Skills :! Above-average in Survey of Adult
_ - \\§\\\ T 2012 s : Skills 2012
286 \§\\\%%%$s\ 85,0 1 f{/ 0421 88 oY J s e .................... ;'n?a ................ ........................... N
a8 "EU2020": +1% s - &Canaéda Finland
O T ireland i AL LI DS SN S
| T 1% p.a 'S <O PN Ja|;3an
750 -  ®Sweden
296 - 3 0 T S s o rrited States S
Q 4 ENorway : OECD average foér PISA 2000
i - “Spain o
Austria enmar
i o N S ........ ’ ..... Sitaly ........................... u Srl ..... ®.° zec’hRepubITc ................
186 65,0cg:ééugué%é%gftgj:g&%g:%éaégégéagjgé;éé PO|and§.GermEny | : : :
070 A s ........................................ ...........................
Source: Own calculations based on Eurostat EU LFS and Eurostat Europop 2013 population projection Below-average in PISA 2000 Below-average in PISA 2000
Below-average in Survey of Adult Skills Al?ove—averagein Survey of Adult
aco I I R N N >idlls 2012
2. Resulting employment growth and productivity requirements at 2% GDP growth, - 560 570 520 590 200 210 290
0
70 p.4a., EU-28 Survey of Adult Skills score
4.0 - 6. Help the most vulnerable but the right policy-mix needs to be found.
- . Tertiary education remains a driver of growth
. avg 2000- avg annual growth in %
2008 2008- . . .
o 2013 Evidence from the Labour Market Model: long-term impact of a policy
/ mix in ltaly:
1.0 | c— - e e o= g
\ 1. Reduce labour cost for under 25's employment PLUS
0-0 S ———— A I — 2. Support take-up of tertiary education
-1.0 - ... help shift labour demand for young workers ...
Pe y 28 83 2 o e 28 9y E 88 S E 88 S 160 -
N N &8 &8 & &8 &8 &8 &8 &8 &8 &8 & &8 & & & & & & & 1.40% -
1.20% -
|nVEStlng 1 Skl"S IS the ObVIOUS danNswer 1.00% - L()ng-term impact on..
0.80% -
o .
3. Competitive countries do have better skilled workforce at all levels 0.60% +«— .. employment
0.40% -
o . .
0.20% .. different magnitudes

e=wfEU |[ast 15 e==EU top 15 EU26 average 0.00% _J .
all young l

Skilled labour is readily available

Health problems do not have a significant : : :
pre 9518 A‘; Labour relations are generally productive
impact on companies —

\ Worker motivation in companies is high ... AND triggers investment through higher education

The educational system meets the needs of a
competitive economy . . . .
. \> ' (capital-skill-complementarity)
Competent senior managers are readil / : . .. :
P . 5 Y \ Apprenticeship is sufficiently implemented
available \ / 0.75% - 0.75% -
International experience of senior managers is o : e : 0.55% - 0.55% -
- Employee training is a high priority in companies
generally significant
Foreign high-skilled people are attracted to™ s=={ /Attracting and retaining talents is a priority in 0.35% - 0.35% -
your country's business environment companies
Brain drain (well-educated and skilled people) 0159 - 0.15% -
does not hinder competitiveness in your '
economy
-0.05% - 10.05% -
Source: IMD World Competitiveness Yearbook 2014
he e | low-skilled dium-skilled  high-skilled
GDP Investment Labour Employment | owrsKilied - me |L|Jm-s e -kl
produdivity Employment

Contact persons: Paolo.PASIMEN|®ec.europa.eu, Jorg.PESCHNER®ec.europa.eu, Monika.VELIKONJA®ec.europa.eu
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The future of work in Europe:

Job quality and work organisation for smart,
sustainable and inclusive growth

Job quality and work organisation are Some main findings

multi-dimensional and interrelated

e Dimensions of JOb quahty Chart 1: Am | well paid for the work | do?
* Socioeconomic security 70%
*  Education and training 60% Level and distribution
* WOrking conditions >0% Of pay affect WOrkers'
e Work-life and gender balance o standard of living and
3 . . . . 30% . . .

» Higher job quality and work organisation can job satistaction but
improve labour market participation and 20 also their effort and
productivity, e.g. through higher commitment, 10% j performance
higher human capital development, increased 0% S R En QOB EDTUTIONHELLUxE5z2E S
effort and lower firms' costs (lower turnover, 2
absenteeism, lower training costs, etc.)

: Chart 2: Multiple transmission channels

* There are synergies between employers and
employees viewpoints in terms of labour market aWellpaid miobautonomy WOnthe jobtraining mAccess to childcare A Employment rate
outcomes 25 Data suggest that

" ;I_L-A n Member States with
Uaverage 0 — i o - better job quality also
o A I ~ have higher
-1,5 A S

What can we observe?

, o , 5 employment rates
* Strong country differences in job quality 1, 25 A
3
* Different forms of work organisation exist within S DE UK PL 2 2
countries, across occupations and across countries:
* Learning , , o
Chart 3: Differences in work organisation
* Lean
I across occupations over time
* Tayloristic
. M Learning M Lean Tayloristic mSimple m 2000 m 2005 2010
° Slmple 0%  20%  40%  60%  80%  100% 45
. . . ¢ . . isco2 - Professionals [
* Learning organisations are conducive to higher job 7o professionals ’ 40
. . . N . isco3 - Technicians and associate... I = 35 -
security, higher levels of training, work-life balance o1 Lesislators. senior afficals anc.. EEE————————— 0 .
and satisfaction with working conditions scoa - Clerks 25 |
Total economy | — 20 -
isco7 - Craft and related trades workers —_ ] 15 -
el B isco5 - Service workers and shop an —_ ] 10 -
Future challenges and opportunities > seneenesandsiop . :
isco8 - Plant and machine operators and... [ ]
) 0
'5C09 - Elementary occupations Fl H Learning Lean Taylorist Simple

 Future changes in job quality and work
organisation are driven by:

e Technological innovation POlicy implications

e Globalisation

* Demographic change * Strengthen tools to anticipate risks linked to ongoing structural changes such as
. Greening of the economy technological innovation, globalisation, greening and ageing
.. conditioned by labour market institutions * Improve job profiling and job search assistance
* They can lead to new markets, mitigate physical * |nvest in skills through participation in life-long learning and on-the-job training
and psychosocial barriers to labour market  Address gender and age stereotyping, discrimination and stigmatisation and
participation and generate a larger choice of jobs improve work-life balance
* but can also lead to skill and job erosion and * Promote social dialogue and employee empowerment
increase job polarisation e.g. lower job security and * Complement technological innovation with workplace innovation through
Ssohrierhvzck)irllreizg conditions for low-medium skilled promoting exchange of experiences and developing social skills
. NIE

 Knowledge and creativity important in view of
technology change

Contact persons: Eric. Meyermans®ec.europa.eu, Bartek.Lessaer@ec.europa.eu, Teodora.Tchipeva@ec.europa.eu,
Agnes Parent-Thirion, Milos Kankaras
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Restoring convergence between
Member States in the EU and EMU

Main message Specificities in the E(M)U: cross-border effects

and low smoothing or stabilisation capacity

* Socioeconomic convergence came to a halt and sometimes * Shocks can have a strong adverse impact on employment and
reversed during the crisis. social cohesion, while the central stabilisation capacity is weak
e Hysteresis, cross border effects and weak central stabilisation (see chart 3).
capacity call for well-designed national and EU employment and
social policies to improve convergence in Europe. Chart 3. Low risk sharing in E(M)U and heterogeneity in adjustment of prices to

changes in unit labour costs

(a) Low risk sharing (b) Price-ULC pass-through
A halt to socioeconomic convergence in Europe

90

WmYear1l/2 [@Yearl AYear3 @Year5 =YearlO

DE PT SI C& ES AT FR BE NL LU FlI IT EE SK

80 — — — 0 -

 Convergence came to a halt and sometimes reversed ° ]D ! ! ! I I I
(see chart 1) : - L
- a haltin terms of GDP per capita and poverty .
- aslight reversal in terms of household incomes ° 08 " - :
- a strong reversal for employment and unemployment rates s mCaptalmrasanddprciion = Gdtraiors.

Note : chart (a) insurance against income shocks (source IMF), chart (b) adjustment path of output prices after a permanent cut in nominal unit labour
costs (total economy).

Chart 1. Convergence and divergence of employment rates (%) in Europe * Mobility recently increased, with scope for further increases.

* Current cross-border externalities linked to cyclical distributional

a) Dispersion b) Averages : :

(a) Disp (b) . effects, hysteresis effects and distorted product market feedbacks
\ N . o (see chart 3b) will increase in the future.
\ | 5o L L * Strengthening the capacity to stabilise national economies and to

Seceel P T ” : : : :
- — 7\74 ’ implement appropriately designed structural reforms is necessary

/ . .
N ESEEEEEEEEEEEEEEENI o _/X N to ensure upward socioeconomic convergence across the EU.

4% +—m— — — — — — — — — — — — — — — — — — — - - 20% ’\_/

50

2 B EEEEEEEEEEEEEEEEEI - 10%

@ @ @
R . Employment and social policies
cor oo ° 90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13
90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 — - EU15 North — — EU15 Center — AVERAGE EU28 . .
e can contribute to restoring convergence

Note : o values refer to the coefficient of variation and are reported on the left axis, the share of between zones variance is reported on the right axis.

e At the national level

* This mainly reflected adverse trends in Southern and peripheral - Employment fr.iendly polic.ies
EU-15 Member States, which translated into an increase in the share - Better prevention Of >Carring effects
of dispersion between zones (and a decline of the share of within - More efficient stabilisation through welfare systems (see chart 4)

zones dispersion).
Chart 4. Erosion of unemployment benefits coverage (age 15-64)

Chart 2. Dispersion of unemployment rates in the EU and USA (1960-2013) (a) Coverage by duration (b) Coverage trends (3-12 months)

O e e e K!fdd - 0.45
0.8 - - 0.4

- 0.35

os ¢ Adjustments were more
" balanced in the USA

0.7 -
04 -

0.6 -

0.35 -

O ———————ie i i B . i E A 100
0.5 -
- 0.2

O
s (measured at States level) : ||||||||||I|| ||IIIII

0.4 -

0.3 -
0.3 -

e o than in Europe (see chart 2). e —— T

O - 0.05 40

0-2 T T T T T T T T T T T 1
O e e o o o N S N e e o s s e e e e B B B 0 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 -60

§§§§§§g§§§§§§§§§§§§§§§§§§gg ==-Total ---Lessthan 3 months ——From 3 to 11 months tgg%ﬁ:%gdwzaﬁ%%ﬂb'&ggg%ﬁé'&%mg
—GEU28 (lhs) —GEU15 (lhs) —a USA (rhs) ——From 13 to 23 months--- 24 monthsor over =——Total 3 to 23 months = 2000 m 2000-2008 2008-2010 m 2010-2013
Note : axes on different scales for EU and USA.
* At the EU level
- Fostering investment in human capital notably through
* The halt to convergence in the EU reflected : Furopean funds
- the exceptional scale of the crisis and limited adjustment capacity - Common benchmarks supportive of inclusive growth
in the Euro area, - Supporting labour mobility
- structural imbalances that had been built up prior to the crisis, in - Unemployment and fiscal capacity (three main forms: transfer
terms of unit labour cost, human capital formation (notably skills) systems, reinsurance systems and EMU-wide unemployment
and indebtedness (mostly private). benefit systems)

Contact persons: Olivier.Bontout@ec.europa.eu, Guy.Lejeune®ec.europa.eu, Eric Meyermans®ec.europa.eu
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