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Figure 2.3. Labour productivity” growth in OECD countries, 1984-2004
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a) GDP per hour worked.
b) 1986-1994 for Portugal.

Source: OECD Productivity database.

1984-1994,b percentage

Statlink: http://dx.doi.org/10.1787/647201877576

Figure 2.4. Labour utilisation in OECD countries, 1994 and 2004
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a) 15-64 or 16-64 age group.
b) 1995 and 2004 for Austria.
¢) 1994 and 2002 for Iceland, 1995 and 2004 for Austria, Hungary and Mexico, 1997 and 2004 for Poland.

Source: OECD database on Labour Force Statistics.
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combined stronger productivity growth performance and stronger job creation. However,
in several countries an improved employment record went hand in hand with a marked
slow-down in the growth of output. Such “productivity-poor” growth has been most visible
in Italy and Spain, with productivity growth falling to very low levels. Overall, since 1994,
productivity growth increased in the United States while it declined in most European
countries and, as a result, productivity growth in the United States, which was below the
OECD average in the earlier period, has been above average since 1994.

Higher employment has not always resulted in an increase in labour utilisation,
i.e. hours worked per person of working age. While labour utilisation has increased in a
majority of countries since 1994, it has declined significantly in some continental European
countries (France, Germany, Switzerland), eastern European countries (the Slovak and
Czech Republics), Japan, Korea and the United States (Figure 2.4, Panel A). These drops
partly reflect a reduction in virtually all countries of the number of hours worked per
employed person (Table F in the Statistical Annex). An important factor behind the fall in
the number of hours worked per employed person is the sustained increase in the
incidence of part-time work during the past decade (Figure 2.4, Panel B), in particular in
Belgium, Germany, Ireland, Italy, Japan, Korea and the Netherlands.

2. Labour market performance for particular groups

34

Not all segments of the working-age population benefited equally from the general
improvement in labour market performance. Some groups - youth, women, older, less
skilled workers and workers in disadvantaged regions — have always had more difficulties
in the job market than prime-age men. Developments over the 1994-2004 period for these
groups have been contrasting (see also OECD, 2006a, Tables W.2.1-4):

e Female participation relative to that of prime-age men (Figure 2.5) kept increasing during
the past decade, though by a smaller extent than the strong gains registered during the
previous decade. Exceptions to this trend concern Turkey, where female participation fell
from a very low level, and conversely some eastern European countries and some
Nordic countries, where female participation fell or stabilised, after having reached
already very high levels ten years ago. At the same time, the prime-age female
unemployment rate fell in most countries, though generally not more than that of
prime-age men (Figure 2.6). Therefore, the employment rate for women has increased
significantly in most member countries.

e In most countries, youth (those aged 15 or 16 to 24) relative participation has kept
declining, reflecting mainly young people spending a longer time in education, though
this evolution was less marked during the past decade compared with the previous one
(Figure 2.5). On average, the youth unemployment rate is around three times as high as
for prime-age men. However, when calculated as a proportion of the youth population
(instead of labour force), the ratio of the youth unemployment rate relative to prime-age
men is around 1.5 only. Although youth unemployment rates have tended to fall
somewhat in absolute terms, they rose relative to prime-age male unemployment rates
on average during the past decade (Figure 2.6). The employment-population ratios for
this age group have fallen overall, but with notable exceptions in a few countries
(Iceland, Ireland, Finland and Spain).
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Figure 2.5. Relative participation rates for particular groups, 1984-2004%
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Figure 2.9. Household income inequality and relative poverty in 1994 and 2001
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a) 1994 and 1999 for Austria, 1994 and 2000 for France and Japan, 1994 and 2002 for Mexico and Turkey, 1995 and 2000
for Canada and Norway, 1995 and 2001 for Belgium, Finland, Italy, Portugal and Sweden, 1996 and 2002 for the
Czech Republic.

b) As measured by the ratio of the 9th to 1st decile earnings of equivalised disposable income (i.e. household income,
after taxes and transfers, that is adjusted for the number of persons in the household).

¢) Calculated as the proportion of the population with equivalised disposable income below 50% of the current
median income.

Source: Forster and Mira d’Ercole (2005).
Statlink: http://dx.doi.org/10.1787/185122401028

Overall, the data reviewed above (see also OECD, 2006a, Table W.2.5) point to diverse
results across countries and indicators in terms of recent trends in either income distribution
and poverty or a range of indicators of job quality. Chapter 5 examines in some detail the
extent to which such trends are associated with patterns in the “quantity” of jobs, as well as
underlying policy settings which shape income distribution, poverty and job quality.
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Figure 2.10. Trends in job quality

[ OECD, unweighted average == | owest country value A Highest country value
Percentage Number of years
40 40

SWE ESP
ESP A 4 e
30 | A 1 30
25 | 1 25
= GRC i

20 A 20

15

10

1984 1994 2004 1984 1994 2004 1994 2004 1987 1994 2001
Involuntary part-time employment2 Temporary employment? Average job tenure® Working poord

a) Share of involuntary part-time employment among part-time employment (left-side scale).
b) Temporary employment as a percentage of total employment (left-side scale).
c) Average years of job tenure with the current employer (right-side scale).
d) Proportion of the population with equivalised disposable income below 50% of the current median income and
living in a household containing at least one worker (left-side scale).
Source: OECD database on Labour Force Statistics; Luxembourg Income Study (LIS); and European Community
Household Panel (ECHP).
Statlink: http://dx.doi.org/10.1787/364123351506

4. The current situation and future challenges

42

Notwithstanding the improvements along the various dimensions of labour market
performance in the ten years to 2004, continued signs of weakness were evident for a
number of countries at the end of the period:

e High unemployment rates, exceeding 8%, in the large continental European countries,
some southern European countries (Spain, Greece) and Turkey and some eastern
European countries (Poland, the Czech Republic and the Slovak Republic).

e Low employment rates, at around 60% or less, in some southern European countries
(Greece, Italy, Turkey), central and eastern European countries (Hungary, Poland,
Slovak Republic) and Mexico.

e Participation rates below 70% in Belgium, Greece, Italy, Luxemburg, Mexico, Poland and
Turkey.

e Very low -at around 20% or less - participation rates of older workers in continental
European countries (Austria, Belgium, France, Germany and Luxemburg), southern
European countries (Greece, Italy and Spain) and some eastern European countries
(Poland and the Slovak Republic).

e Continued difficulties to promote employment prospects of the low-skilled and youth in
many OECD countries.

@ Persistence of a high incidence of low-paid work and/or poverty, notably in Canada,
Hungary, Korea, Poland, the United Kingdom and the United States.

The current unsatisfactory situation in many countries raises serious concerns with
regard to the impact of a substantial ageing of the OECD population on future labour supply

over coming decades. First, as older workers come to account for a growing share of the
labour force, aggregate participation rates will drop in the absence of any reforms to
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encourage them to continue working as, in many OECD countries, these workers have a
much lower propensity to participate to the labour market than prime-age workers.
Second, the increase of female participation that has been the major engine behind the
increase of the labour supply during recent decades may not be sufficient to offset the
negative impact of population ageing in the future. There are signs in several OECD
countries that the positive “cohort effect”® that has boosted female labour supply in the
past may come to an end, as educational and participation gaps between men and women
progressively fade away.

The OECD Secretariat has made several projections of the size of the labour force in
member countries over the next 50 years (OECD, 2005e; Burniaux et al., 2003). Though these
projections use somewhat different methodologies and data sets, they yield a similar
message. The total labour force for the OECD area is projected to remain roughly constant
or even decline slightly over the next 50 years. On unchanged policies, the aggregate
participation rate in the OECD area might fall from 60% now to less than 53% in 2050
(Figure 2.11, Panel A).° The drop would be even more pronounced in the European Union,

Figure 2.11. Baseline projection of population ageing, 1994-2050
Panel A. Aggregate participation rates (aged 15 and above)
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Panel B. Old-age dependency rates (aged 65 and above)?
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a) Calculated as the ratio of inactive aged 65 and above to the labour force aged 15 and above.

Source: Burniaux et al. (2003).
Statlink: http://dx.doi.org/10.1787/125468351002
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though taking place later as the full impact of ageing would be somewhat delayed by the
high participation rates of recent female cohorts in some southern European countries.

Substantial falls in the number of persons participating in the labour force are
projected for a number of OECD countries, such as in Austria, eastern European countries,
Italy, Japan, Korea, and, to a lesser extent, Germany. These countries face weak population
growth, a rapid pace of ageing, low participation of workers aged 50 and over and
weakening autonomous increases of participation across female cohorts.'? Old-age
dependency ratios - calculated as the ratio of those inactive aged 65 and above to
working-age actives - are projected to rise from 25% for the whole OECD in 2000 to almost
50% in 2050 (Figure 2.11, Panel B), and from 35% to more than 60% in the European Union.

With this perspective, raising employment rates and improving career prospects for
under-represented groups are critical in order to meet the forthcoming challenge of
population ageing in most member countries. In particular, older workers still face high
disincentives to work and represent a significant latent reserve of labour in many countries
if these disincentives were removed. There is also some scope in several OECD countries to
raise female labour force participation to levels similar to those seen in Nordic countries by
providing the appropriate work incentives and encouraging the diffusion of family-friendly
employment participation. Policy strategies for meeting this challenge are analysed in
Chapter 4.

Notes

1. As many subsequent figures and tables, this figure reports data from the OECD database on Labour
Force Statistics. The Statistical Annex in the back of this publication provides more detailed
tabulations from this database, as well as a description of the underlying data sources and
methods. Some of the data series from this source are affected by quantitatively small breaks that
are documented in the Statistical Annex.

2. However, only Ireland succeeded in bringing unemployment down to a low level by international
standards.

3. These are calculated with the use of a Kalman filtering approach that embodies a reduced-form
Phillips curve (see Richardson et al., 2000).

4. The main exceptions to this pattern are Finland and Sweden for which adjusted rates are
estimated to have been broadly constant.

5. When measured per hour worked in the non-farm business sector, the acceleration in productivity
in the United States is more striking than shows in Figure 2.3.

6. Calculated over the entire population of households, including non-working households.

7. It is important to emphasis that the data in Figure 2.9, as well as the more extensive analysis in
Chapter 5, are based on a relative concept of poverty, in opposition to an absolute one. Comparisons
of relative poverty rates - whether across countries or over time within a country - are not
informative about how absolute poverty rates compare. The pros and cons of these two alternative
definitions of poverty, as well as the implications of choosing a relative measure, are discussed in
the Chapter 5.

8. Defined as the proportion of individuals living below the poverty threshold of 50% of the current
median income despite the existence in the household of at least one worker. This definition
differs from some other definitions in that i) it contains all individuals belonging to an household
with at least one worker, whatever they work or not, and ii) the status of working household is not
subject to a minimum amount of months or hours worked during the previous year. Thus,
compared with the definition used by Eurostat, this proportion contains poor households with
very little attachment to market work.
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9. This refers to the fact that female cohorts that currently enter the job market have a higher
expected lifetime profile of participation than women of previous cohorts, reflecting higher
educational levels and socio-cultural changes (see Burniaux et al., 2003).

10. These projections are more pessimistic than some others as they incorporate the restrictive
assumption of no further autonomous increase of cohort-specific participation beyond what is
observed for the last cohort entering the labour market in 2000. On the other hand, they yield
relatively more optimistic evolutions than projections based on constant participation rates by age
and gender groups that do not contain any cohort dynamics and therefore imply inconsistent
lifetime participation profiles across cohorts (see Burniaux et al., 2003).

11. In Japan, the fall of the labour force reflects the prospect of a large demographic decline together
with a very rapid pace of population ageing and the absence of a positive female “cohort effect”,
rather than the low participation level of older workers.
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