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Returns	
  to	
  employment	
  are	
  linked	
  to	
  
the	
  coverage	
  and	
  adequacy	
  of	
  
unemployment	
  benefits	
  


• 	
  Convergence	
  in	
  labour	
  market	
  par3cipa3on	
  has	
  
only	
  been	
  seen	
  for	
  women	
  and	
  those	
  aged	
  50-­‐64.	
  
The	
  situa3on	
  is	
  worst	
  for	
  third-­‐country	
  na3onals,	
  
workers	
  with	
  a	
  low	
  level	
  of	
  educa3on	
  (ISCED	
  0-­‐-­‐-­‐2),	
  
and	
  young	
  people	
  aged	
  20	
  to	
  24,	
  who	
  already	
  lagged	
  
behind	
  the	
  average	
  in	
  2002	
  and	
  have	
  con3nued	
  to	
  
lag.	
  


Li;le	
  convergence	
  in	
  employment	
  rates	
  by	
  group	
  between	
  
2002	
  and	
  2013	
  


• 	
  Obstacles:	
  Weak	
  demand,	
  access	
  to	
  finance,	
  lack	
  of	
  
start-­‐ups,	
  skills	
  mismatches,	
  more	
  part-­‐3me	
  and	
  
temporary	
  work,	
  in	
  some	
  cases	
  labour	
  taxa3on	
  and	
  
employment	
  protec3on	
  legisla3on	
  (EPL).	
  But	
  
changes	
  to	
  EPL	
  should	
  be	
  supported	
  by	
  a	
  range	
  of	
  
policies	
  such	
  as	
  ac3va3on	
  and	
  training,	
  employment	
  
services,	
  lifelong	
  learning	
  and	
  adequate	
  social	
  
security	
  systems,	
  …	
  
• 	
  Possible	
  soluCons:	
  Reforms	
  and	
  investments,	
  
specifically	
  in	
  educa3on,	
  training,	
  ac3va3on	
  policies	
  
and	
  health,	
  tax	
  shiSs	
  away	
  from	
  labour,	
  framework	
  
condi3ons	
  suppor3ng	
  entrepreneurship,	
  …	
  


Job	
  creaCon:	
  obstacles	
  and	
  possible	
  soluCons	
  


Employment	
  low-­‐skilled	
  sensi3ve	
  to	
  tax	
  wedge	
  


Employment	
  recovers	
  but	
  people	
  work	
  less	
  


• 	
  Least	
  educated	
  much	
  more	
  affected	
  by	
  
long-­‐term	
  unemployment.	
  	
  
• 	
  The	
  most	
  resilient	
  countries	
  invest	
  more	
  in	
  
lifelong	
  learning.	
  
• 	
  Strong	
  and	
  con3nuous	
  investment	
  in	
  
human	
  capital	
  necessary	
  to	
  ensure	
  a	
  
virtuous	
  circle	
  of	
  con3nuous	
  innova3on	
  
suppor3ng	
  a	
  strong	
  knowledge-­‐intensive	
  
and	
  technology-­‐intensive	
  enterprise	
  sector.	
  


Higher	
  producCvity	
  	
  and	
  stronger	
  human	
  capital	
  needed	
  


Educa3on	
  and	
  life-­‐long	
  learning	
  are	
  vital	
  


Most	
  compe33ve	
  countries	
  (SE,	
  DE,	
  DK,	
  LU,	
  NL)	
  
Least	
   compe33ve	
   EU	
   countries	
   (IT,	
  HU,	
   SI,	
   EL,	
   RO,	
   BG)	
   (from	
   IMD	
  
World	
  Compe33veness	
  Yearbook	
  2014).	
  


Structural	
  reform	
  and	
  demand	
  policies	
  needed	
  


• 	
  Li^le	
  impact	
  from	
  structural	
  reforms	
  (such	
  as	
  
ins3tu3onal,	
  product	
  market	
  and	
  labour	
  market)	
  
expected	
  in	
  weak	
  demand	
  environment.	
  	
  
• 	
  But	
  "without	
  determined	
  structural	
  reforms,	
  
aggregate	
  demand	
  measures	
  will	
  quickly	
  run	
  out	
  of	
  
steam"	
  (ECB	
  President	
  Draghi).	
  
• 	
  Demand	
  measures	
  (such	
  as	
  the	
  investment	
  plan)	
  
and	
  structural	
  reforms	
  should	
  occur	
  
simultaneously.	
  


Wage	
  share	
  and	
  domes3c	
  demand	
  growth,	
  '08-­‐'13	
  


• 	
  There	
  is	
  some	
  evidence	
  that	
  people	
  receiving	
  
unemployment	
  benefits	
  have	
  a	
  be^er	
  chance	
  of	
  
taking	
  up	
  a	
  job	
  than	
  non-­‐recipients,	
  and	
  that	
  
adequate	
  and	
  widely	
  available	
  systems	
  of	
  income	
  
support	
  do	
  not	
  prevent	
  or	
  discourage	
  returns	
  to	
  
employment.	
  


More	
  equal	
  socieCes	
  withstood	
  the	
  
recent	
  crisis	
  be;er	
  than	
  less	
  equal	
  


ones	
  


• 	
  Theore3cally	
  the	
  effect	
  of	
  inequality	
  on	
  GDP	
  
growth	
  is	
  ambiguous:	
  higher	
  incen3ves	
  for	
  
innova3on	
  and	
  entrepreneurship,	
  but	
  also	
  lower	
  
ability	
  to	
  accumulate	
  human	
  capital	
  (educa3on	
  
and	
  skills)	
  for	
  the	
  poor	
  and	
  their	
  children.	
  	
  


• 	
  Recent	
  empirical	
  analysis	
  suggests	
  that	
  income	
  
inequality	
  has	
  a	
  significant	
  nega3ve	
  impact	
  on	
  
growth.	
  Among	
  Member	
  States	
  who	
  were	
  in	
  the	
  
EU	
  before	
  2004,	
  more	
  equal	
  socie3es	
  withstood	
  
the	
  recent	
  crisis	
  be^er	
  than	
  less	
  equal	
  ones.	
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•  Employment	
   and	
   income	
   reacted	
   differently	
   to	
   the	
   economic	
   shock	
  
across	
  countries,	
  due	
  to	
  dispari6es	
  in	
  labour	
  market	
  ins6tu6ons	
  and	
  the	
  
stabilising	
  impact	
  of	
  welfare	
  systems	
  (see	
  chart	
  1).	
  


•  The	
  recession	
  generated	
  large	
  increases	
  in	
  unemployment	
  and	
  also	
  had	
  a	
  
nega6ve	
  impact	
  on	
  job	
  quality.	
  	
  


•  However,	
   in	
   contrast	
   with	
   past	
   crises,	
   economic	
   par6cipa6on	
   in	
   many	
  
countries	
  con6nued	
  to	
  rise	
  (see	
   	
  chart	
  2).	
  This	
  was	
  driven	
  by	
  an	
  increase	
  
among	
   women	
   and	
   older	
   workers,	
   which	
   was	
   supported	
   by	
   policy	
  
measures	
  that	
  were	
  not	
  reversed	
  during	
  the	
  recession.	
  	
  


VALUE	
  ADDED	
  


•  Long-­‐term	
  unemployment	
  rose	
  in	
  nearly	
  all	
  countries	
  and	
  doubled	
  overall.	
  
The	
  low-­‐skilled	
  and	
  young	
  people	
  were	
  the	
  most	
  affected.	
  	
  


•  The	
  unemployed	
  youth	
  face	
  risks	
  of	
  'scarring'	
  effects	
  but	
  educa6on	
  plays	
  a	
  
protec6ve	
   role	
   (see	
   chart	
   3)	
   and	
   the	
   share	
   of	
   young	
   people	
   staying	
   or	
  
returning	
  to	
  educa6on	
  has	
  increased.	
  	
  


•  Poverty	
   and	
   social	
   exclusion	
   in	
   the	
   EU	
   have	
  worsened	
   during	
   the	
   crisis.	
  
The	
   main	
   drivers	
   of	
   this	
   are	
   long-­‐term	
   unemployment,	
   labour	
   market	
  
segmenta6on	
   and	
   wage	
   polarisa6on,	
   but	
   also	
   the	
   weakening	
   of	
   the	
  
redistribu6ve	
  impact	
  of	
  tax	
  and	
  benefits	
  systems.	
  	
  


•  Since	
   the	
   recession	
   trust	
   in	
   ins6tu6ons	
   has	
   decreased	
   (see	
   chart	
   4),	
  
especially	
   in	
   the	
   most	
   affected	
   countries	
   and	
   among	
   the	
   unemployed,	
  
which	
  can	
  affect	
  the	
  ability	
  to	
  conduct	
  reforms.	
  	
  


•  Some	
  countries	
  with	
  high	
  levels	
  of	
  social	
  investment	
  have	
  maintained	
  the	
  
resilience	
  of	
  their	
  systems	
  (e.g.	
  in	
  terms	
  of	
  long-­‐term	
  unemployment).	
  	
  


•  Investment	
  in	
  childcare	
  con6nues	
  and	
  is	
  improving,	
  while	
  investments	
  in	
  
educa6on	
  and	
  'mostly	
  ac6ve'	
  unemployment	
  measures	
  have	
  reduced	
  in	
  a	
  
number	
  of	
  Member	
  States.	
  


•  While	
  some	
  Member	
  States	
  are	
  progressing	
  towards	
  a	
  social	
  investment	
  
model,	
  others	
  clearly	
  depar6ng	
  from	
  it.	
  


5.	
  Summary	
  developments	
  in	
  social	
  investment	
  (real	
  terms,	
  2007-­‐11)	
  	
  


Improvements	
  and	
  challenges	
  for	
  social	
  
investment	
  


•  Countries	
  with	
  the	
  strongest	
  labour	
  market	
  performance*	
  and	
  resilience	
  
combined	
  significantly	
  higher	
  spending	
  on	
  ac6ve	
  labour	
  market	
  policies,	
  
stronger	
  ac6va6on	
  condi6onality,	
  higher	
  par6cipa6on	
  in	
  lifelong	
  learning	
  
and	
  higher	
  coverage	
  and	
  adequacy	
  of	
  unemployment	
  benefits	
  (see	
  chart	
  6).	
  	
  


•  During	
   the	
   crisis,	
   countries	
   with	
   the	
   lowest	
   performance	
   reduced	
   the	
  
strictness	
   of	
   their	
   employment	
   protec6on	
   legisla6on	
   (EPL),	
   but	
   did	
   not	
  
improve	
  other	
  relevant	
  dimensions.	
  


•  In	
  order	
  to	
  achieve	
  beVer	
  employment	
  outcomes	
  it	
  is	
  therefore	
  important	
  
that	
   structural	
   reforms	
   address	
   EPL,	
   welfare	
   systems	
   and	
   ac6ve	
   labour	
  
market	
   policies	
   in	
   an	
   integrated	
   and	
   coherent	
  manner	
   that	
   is	
   sensi6ve	
   to	
  
the	
  economic	
  cycle.	
  	
  


6.	
  Labour	
  Market	
  InsKtuKons	
  Index	
  and	
  labour	
  market	
  performance*	
  of	
  MS,	
  2012	
  


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


1.	
  Real	
  GDP,	
  real	
  Gross	
  Disposable	
  Household	
  Income	
  and	
  employment,	
  y-­‐o-­‐y	
  change	
  


2.	
  Changes	
  in	
  acKvity	
  rate	
  (15–64)	
  compared	
  to	
  pre-­‐crisis	
  (1990	
  and	
  2007)	
  levels	
  (in	
  pps)	
  


3.	
  Employment	
  rate	
  (ER)	
  of	
  those	
  aged	
  20-­‐29	
  no	
  longer	
  in	
  educaKon	
  or	
  training,	
  five	
  
years	
  aYer	
  compleKng	
  educaKon,	
  by	
  cohort	
  and	
  level	
  of	
  educaKon	
  


4.	
  Trust	
  in	
  insKtuKons	
  over	
  Kme:	
  unemployed	
  and	
  whole	
  populaKon	
  (in	
  %)	
  


All	
  labour	
  market	
  insKtuKons	
  ma^er	
  for	
  
resilience	
  


High	
  level	
  of	
  educa/on	
  :	
  limited	
  or	
  no	
  decline	
  in	
  ER	
   Medium	
  level	
  of	
  educa/on	
  :	
  larger	
  decline	
  in	
  ER	
  


Early	
  1990's	
  recession:	
  drop	
  of	
  ac/vity	
  	
  rates	
   2008-­‐09	
  recession	
  :	
  con/nued	
  increase	
  in	
  ac/vity	
  
	
  rates	
  	
  in	
  many	
  EU	
  MS	
  


Social Europe


Legend
LM: labour market
LLL: lifelong learning
UB: unemployment benefits
EPL: employment protection legislation
Activation conditionalities: job-search conditionalities of unemployment benefits


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


•  Demographic	
  shi.:	
  EU	
  working-­‐age	
  popula8on	
  will	
  shrink	
  by	
  -­‐0.4%	
  p.a.	
  	
  
•  Fast	
  structural	
  changes	
  in	
  product	
  and	
  factor	
  markets	
  
•  Technological	
  progress	
  con8nues	
  to	
  facilitate	
  automa8on	
  and	
  


subs8tu8on	
  of	
  low-­‐profile	
  jobs	
  


VALUE	
  ADDED	
  


PISA	
  2012:	
  Pre-­‐primary	
  school	
  par8cipa8on	
  improves	
  achievement	
  	
  
in	
  maths	
  substan8ally.	
  


6.	
  	
  Help	
  the	
  most	
  vulnerable	
  but	
  the	
  right	
  policy-­‐mix	
  needs	
  to	
  be	
  found.	
  
TerBary	
  educaBon	
  remains	
  a	
  driver	
  of	
  growth	
  	
  


The	
  challenges	
   Core	
  strategies	
  


1.	
  PotenBal	
  employment	
  path	
  assuming	
  different	
  acBvity-­‐scenarios,	
  EU-­‐28	
  


4.	
  Early	
  childhood	
  educaBon:	
  take	
  advantage	
  of	
  double	
  dividend…	
  


5.	
  …and	
  break	
  the	
  vicious	
  circle	
  of	
  low	
  performance	
  


Our	
  mission:	
  stop	
  wasBng	
  resources	
  and	
  pave	
  the	
  
way	
  for	
  higher	
  producBvity	
  growth!	
  


•  EU2020:	
  1%	
  employment	
  growth	
  p.a.	
  –	
  t.	
  b.	
  c.	
  a.er	
  2020?	
  
•  Low	
  scenario	
  -­‐	
  no	
  further	
  ac8va8on	
  progress	
  (red):	
  EU	
  will	
  touch	
  the	
  


limits	
  of	
  growth	
  soon	
  
•  High	
  scenario	
  -­‐	
  best	
  progress	
  (blue):	
  More	
  8me	
  for	
  structural	
  reforms	
  	
  


towards	
  higher	
  produc8vity	
  through	
  investment	
  in	
  human	
  capital	
  	
  


2.	
  ResulBng	
  employment	
  growth	
  and	
  producBvity	
  requirements	
  at	
  2%	
  GDP	
  growth,	
  	
  	
  	
  
	
  	
  	
  	
  	
  %	
  p.a.,	
  EU-­‐28	
  


InvesBng	
  in	
  skills	
  is	
  the	
  obvious	
  answer	
  


Source:	
  IMD	
  World	
  Compe88veness	
  Yearbook	
  2014	
  


3.	
  CompeBBve	
  countries	
  do	
  have	
  beXer	
  skilled	
  workforce	
  at	
  all	
  levels	
  


Low-­‐performing	
  pupils	
  stand	
  a	
  high	
  risk	
  to	
  become	
  low-­‐
performing	
  adults:	
  	
  
Results	
  of	
  PISA	
  2000	
  vs.	
  PIAAC	
  12	
  years	
  later	
  


1.  Reduce	
  labour	
  cost	
  for	
  under	
  25's	
  employment	
  PLUS	
  
2.  Support	
  take-­‐up	
  of	
  ter8ary	
  educa8on	
  


Evidence	
   from	
   the	
   Labour	
   Market	
   Model:	
   long-­‐term	
   impact	
   of	
   a	
   policy	
  
mix	
  in	
  Italy:	
  


…	
  help	
  shi.	
  labour	
  demand	
  for	
  young	
  workers	
  …	
  


…	
  AND	
  triggers	
  investment	
  through	
  higher	
  educa8on	
  	
  
	
  	
  	
  	
  (capital-­‐skill-­‐complementarity)	
  	
  


Long-­‐term	
  impact	
  on..	
  


..	
  employment	
  


..	
  different	
  magnitudes	
  


Employment	
  


Source: Own calculations based on Eurostat EU LFS and Eurostat Europop 2013 population projection	
  


Investing in human capital and responding 
to long-term societal challenges


Contact persons: Paolo.PASIMENI@ec.europa.eu, Jorg.PESCHNER@ec.europa.eu, Monika.VELIKONJA@ec.europa.eu








Level	
  and	
  distribu/on	
  
of	
  pay	
  affect	
  workers'	
  
standard	
  of	
  living	
  and	
  
job	
  sa6sfac6on	
  but	
  
also	
  their	
  effort	
  and	
  
performance	
  


Some	
  main	
  findings	
  


•  Dimensions	
  of	
  	
  job	
  quality	
  


• 	
   Socioeconomic	
  security	
  


•  	
  Educa6on	
  and	
  training	
  


•  	
  Working	
  condi6ons	
  


•  	
  Work-­‐life	
  and	
  gender	
  balance	
  


•  Higher	
  job	
  quality	
  and	
  work	
  organisa6on	
  can	
  
improve	
  labour	
  market	
  par6cipa6on	
  and	
  
produc6vity,	
  e.g.	
  through	
  higher	
  commitment,	
  
higher	
  human	
  capital	
  development,	
  increased	
  
effort	
  and	
  lower	
  firms'	
  costs	
  (lower	
  turnover,	
  
absenteeism,	
  lower	
  training	
  costs,	
  etc.)	
  


•  There	
  are	
  synergies	
  between	
  employers	
  and	
  
employees	
  viewpoints	
  in	
  terms	
  of	
  labour	
  market	
  
outcomes	
  


•  Strong	
  country	
  differences	
  in	
  job	
  quality	
  	
  
•  Different	
  forms	
  of	
  work	
  organisa6on	
  exist	
  within	
  
countries,	
  across	
  occupa6ons	
  and	
  across	
  countries:	
  


•  Learning	
  


•  Lean	
  


•  Tayloris6c	
  


•  Simple	
  


•  Learning	
  organisa6ons	
  are	
  conducive	
  to	
  higher	
  job	
  
security,	
  higher	
  levels	
  of	
  training,	
  work-­‐life	
  balance	
  
and	
  sa6sfac6on	
  with	
  working	
  condi6ons	
  	
  


•  Future	
  changes	
  in	
  job	
  quality	
  and	
  work	
  
organisa6on	
  are	
  driven	
  by:	
  


•  Technological	
  innova6on	
  


•  Globalisa6on	
  


•  Demographic	
  change	
  	
  


•  Greening	
  of	
  the	
  economy	
  


…	
  condi6oned	
  by	
  labour	
  market	
  ins6tu6ons	
  


•  They	
  can	
  lead	
  to	
  new	
  markets,	
  mi6gate	
  physical	
  
and	
  psychosocial	
  barriers	
  to	
  labour	
  market	
  
par6cipa6on	
  and	
  generate	
  a	
  larger	
  choice	
  of	
  jobs	
  


•  but	
  can	
  also	
  lead	
  to	
  skill	
  and	
  job	
  erosion	
  and	
  
increase	
  job	
  polarisa6on	
  e.g.	
  lower	
  job	
  security	
  and	
  
poorer	
  working	
  condi6ons	
  for	
  low-­‐medium	
  skilled	
  
vs.	
  high	
  skilled	
  


•  Knowledge	
  and	
  crea6vity	
  important	
  in	
  view	
  of	
  
technology	
  change	
  


Future	
  challenges	
  and	
  opportuni/es	
  


Chart	
  3:	
  Differences	
  in	
  work	
  organisa/on	
  


Chart	
  2:	
  Mul/ple	
  transmission	
  channels	
  


Chart	
  1:	
  	
  Am	
  I	
  well	
  paid	
  for	
  the	
  work	
  I	
  do?	
  	
  


Data	
  suggest	
  that	
  
Member	
  States	
  with	
  
beHer	
  job	
  quality	
  also	
  
have	
  higher	
  
employment	
  rates	
  


across	
  occupa/ons	
   over	
  /me	
  


Job	
  quality	
  and	
  work	
  organisa/on	
  are	
  
mul/-­‐dimensional	
  and	
  interrelated	
  


What	
  can	
  we	
  observe?	
  


Policy	
  implica/ons	
  


•  Strengthen	
  tools	
  to	
  an6cipate	
  risks	
  linked	
  to	
  ongoing	
  structural	
  changes	
  such	
  as	
  
technological	
  innova6on,	
  globalisa6on,	
  greening	
  and	
  ageing	
  	
  


•  Improve	
  job	
  profiling	
  and	
  job	
  search	
  assistance	
  


•  Invest	
  in	
  skills	
  through	
  par6cipa6on	
  in	
  life-­‐long	
  learning	
  and	
  on-­‐the-­‐job	
  training	
  
•  Address	
  gender	
  and	
  age	
  stereotyping,	
  discrimina6on	
  and	
  s6gma6sa6on	
  and	
  
improve	
  work-­‐life	
  balance	
  


•  Promote	
  social	
  dialogue	
  and	
  employee	
  empowerment	
  	
  


•  Complement	
  technological	
  innova6on	
  with	
  workplace	
  innova6on	
  through	
  
promo6ng	
  exchange	
  of	
  experiences	
  and	
  developing	
  social	
  skills	
  


Social Europe


The future of work in Europe: 
Job quality and work organisation for smart, 


sustainable and inclusive growth


Contact persons: Eric.Meyermans@ec.europa.eu, Bartek.Lessaer@ec.europa.eu, Teodora.Tchipeva@ec.europa.eu,
Agnès Parent-Thirion, Milos Kankaras








Social Europe


•  Socioeconomic	
  convergence	
  came	
  to	
  a	
  halt	
  and	
  some2mes	
  
reversed	
  during	
  the	
  crisis.	
  	
  


•  Hysteresis,	
  cross	
  border	
  effects	
  and	
  weak	
  central	
  stabilisa2on	
  
capacity	
  call	
  for	
  well-­‐designed	
  na2onal	
  and	
  EU	
  employment	
  and	
  
social	
  policies	
  to	
  improve	
  convergence	
  in	
  Europe.	
  


•  Convergence	
  came	
  to	
  a	
  halt	
  and	
  some2mes	
  reversed	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  
(see	
  chart	
  1)	
  :	
  


-­‐  a	
  halt	
  in	
  terms	
  of	
  GDP	
  per	
  capita	
  and	
  poverty	
  	
  


-­‐	
  	
  	
  	
  a	
  slight	
  reversal	
  in	
  terms	
  of	
  household	
  incomes	
  


-­‐  a	
  strong	
  reversal	
  for	
  employment	
  and	
  unemployment	
  rates	
  	
  


Chart	
  1.	
  Convergence	
  and	
  divergence	
  of	
  employment	
  rates	
  (%)	
  in	
  Europe	
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  (b)	
  Averages	
  


Note	
  :	
  σ	
  values	
  refer	
  to	
  the	
  coefficient	
  of	
  varia2on	
  and	
  are	
  reported	
  on	
  the	
  leL	
  axis,	
  the	
  share	
  of	
  between	
  zones	
  variance	
  is	
  reported	
  on	
  the	
  right	
  axis.	
  


• 	
   This	
  mainly	
   reflected	
   adverse	
   trends	
   in	
   Southern	
   and	
   peripheral	
  
EU-­‐15	
  Member	
  States,	
  which	
  translated	
  into	
  an	
  increase	
  in	
  the	
  share	
  
of	
   dispersion	
  between	
   zones	
   (and	
   a	
   decline	
  of	
   the	
   share	
  of	
  within	
  
zones	
  dispersion).	
  


Chart	
  2.	
  Dispersion	
  of	
  unemployment	
  rates	
  in	
  the	
  EU	
  and	
  USA	
  (1960-­‐2013)	
  


• 	
  Adjustments	
  were	
  more	
  
balanced	
  in	
  the	
  USA	
  
(measured	
  at	
  States	
  level)	
  
than	
  in	
  Europe	
  (see	
  chart	
  2).	
  	
  


	
  Note	
  :	
  	
  axes	
  on	
  different	
  scales	
  for	
  EU	
  and	
  USA.	
  


•  The	
  halt	
  to	
  convergence	
  in	
  the	
  EU	
  reflected	
  :	
  


-­‐	
  the	
  excep2onal	
  scale	
  of	
  the	
  crisis	
  and	
  limited	
  adjustment	
  capacity	
  
in	
  the	
  Euro	
  area,	
  
-­‐	
  structural	
  imbalances	
  that	
  had	
  been	
  built	
  up	
  prior	
  to	
  the	
  crisis,	
  in	
  
terms	
  of	
  unit	
  labour	
  cost,	
  human	
  capital	
  forma2on	
  (notably	
  skills)	
  
and	
  indebtedness	
  (mostly	
  private).	
  


Main	
  message	
  


•  Shocks	
  can	
  have	
  a	
  strong	
  adverse	
  impact	
  on	
  employment	
  and	
  
social	
  cohesion,	
  while	
  the	
  central	
  stabilisa2on	
  capacity	
  is	
  weak	
  
(see	
  chart	
  3).	
  	
  


Chart	
  3.	
  Low	
  risk	
  sharing	
  in	
  E(M)U	
  and	
  heterogeneity	
  in	
  adjustment	
  of	
  prices	
  to	
  
changes	
  in	
  unit	
  labour	
  costs	
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  (b)	
  Price-­‐ULC	
  pass-­‐through	
  


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


•  Mobility	
  recently	
  increased,	
  with	
  scope	
  for	
  further	
  increases.	
  


•  Current	
  cross-­‐border	
  externali2es	
  linked	
  to	
  cyclical	
  distribu2onal	
  
effects,	
  hysteresis	
  effects	
  and	
  distorted	
  product	
  market	
  feedbacks	
  
(see	
  chart	
  3b)	
  will	
  increase	
  in	
  the	
  future.	
  


•  Strengthening	
  the	
  capacity	
  to	
  stabilise	
  na2onal	
  economies	
  and	
  to	
  
implement	
  appropriately	
  designed	
  structural	
  reforms	
  is	
  necessary	
  
to	
  ensure	
  upward	
  socioeconomic	
  convergence	
  across	
  the	
  EU.	
  


•  At	
  the	
  naMonal	
  level	
  	
  
-­‐	
  Employment	
  friendly	
  policies	
  	
  
-­‐	
  BeZer	
  preven2on	
  of	
  scarring	
  effects	
  
-­‐	
  More	
  efficient	
  stabilisa2on	
  through	
  welfare	
  systems	
  (see	
  chart	
  4)	
  


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


	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  (a)	
  Coverage	
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  (b)	
  Coverage	
  trends	
  (3-­‐12	
  months)	
  


•  At	
  the	
  EU	
  level	
  	
  
-­‐  Fostering	
  investment	
  in	
  human	
  capital	
  notably	
  through	
  


European	
  funds	
  
-­‐  Common	
  benchmarks	
  suppor2ve	
  of	
  inclusive	
  growth	
  
-­‐  Suppor2ng	
  labour	
  mobility	
  
-­‐  Unemployment	
  and	
  fiscal	
  capacity	
  	
  (three	
  main	
  forms:	
  transfer	
  


systems,	
  reinsurance	
  systems	
  and	
  EMU-­‐wide	
  unemployment	
  
benefit	
  systems)	
  	
  


SpecificiMes	
  in	
  the	
  E(M)U:	
  cross-­‐border	
  effects	
  
and	
  low	
  smoothing	
  or	
  stabilisaMon	
  capacity	
  


A	
  halt	
  to	
  socioeconomic	
  convergence	
  in	
  Europe	
  


Employment	
  and	
  social	
  policies	
  	
  
can	
  contribute	
  to	
  restoring	
  convergence	
  


Restoring convergence between 
Member States in the EU and EMU 
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